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Development Bank of Ethiopia
Your Development Partner!

Mission

The Development Bank of Ethiopia is a specialized financial institution
established to promote the national development agenda through development
finance and close technical support to viable projects from the priority areas of
the Government by mobilizing funds from domestic and foreign sources while

ensuring its sustainability.

The Bank earnestly believes that these highly valued objectives can best be
served through continuous capacity building, customer focus and concern to

the wider environment.

Vision

To be a world class Development Bank that helps to achieve Ethiopia’s
economic transformation vision by 2030.

Values

»
»
»
»
»
»
»

Commitment to Mission
Customer focus

Integrity

Team work

High value to employees
Learning organization
Concern to the environment
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Ownership and Governance

Established in 1909, Development Bank of Ethiopia
is a specialized state-owned development financial
institution.

Mandate

The current mandate of the Bank is the provision of
development credit to viakle priority projects along
with technical support through mohilizing resources
frorm domestic and foreign sources Priority areas of
the Bank are:

Cormnrmercial Agriculture Projects,
Agro-processing Industries,

Manufacturing and Extractive Industries, and
Lease Financing Service for Small and Medium
Enterprises.

IORORORC)

Capital

Faid-up capital of the Bank as of June 30, 2015 stood
at Birr 7.5 billion.

Governance and Organizational
Structure

Development Bank of Ethiopia (DBEY is a specialized
state-owned development financial institution, which
is superdsed by the Public Enterprises Holding and
Administration Agency. A Board of Management
(BOM) consisting of nine senior govemment officials
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oversee, direct and contral the Bank. The President of
the Bank also attends the regular meetings of the BOM
as a norvoting member. The two top bodies (Public
Erterprises Holding and  Administration  Agency
(PEHAA) and BOM are, among others, responsible
for issuing major policies of the Bank, appraval of its
strategic and operational plans as well as the close
and regular maonitoring of the Bank's operations.

The top Executive Management Committee (EMC),
wehich consists of the FPresident and Five “ice
Presidents, is a direct responsible body to administer
the overall operations of the Bank. The President
chairs the EMC and acts as an official representative
of the Bank. Middle level management members are,
on the other hand, responsible for the day-to-day
ranagement of the Bank's operational activities.
Pertaining to good governance, the Bank's
management is structured in transparent way and
those decisions taken and their enforcerment are done
in a manner that follows rules and regulations with
developed policies and procedures.

TheBank's BOM has established separate Compliance
and Risk Managerment and Internal Audit Directorates
for the effective implementation of policies and
procedures, Ethical Conduct and Complaint Handling
is also part of DBE's culture. Accordingly, the Bank
has Ethics and Compliant Handling Office under the
direct supervision of the President.




BOARD OF MANAGEMENT MEMBER
(As of December 25,2018)

]

- £
Tegegnework Gettu (PhD)
Chairperson

Ato Oumer Hussein Ato Tefera Derbew
Member Member

A L

! :...——.'-“:'-‘-'L;!E
Yohannes Ayalew (PhD) Ato Sileshi Lemma Ato Zekarias Erkolo
Member Member Member
Esayas Kassa (PhD) Ato Mesfin Nemera Wit Meleket Sahlu
Member Member Member
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ECUTIVE MANAGEMENT MEMBERS

7

Ato Haileyesus Bekele

President
Ato Getachew Wakie ‘Ato Teshome Aelmayehu
VP- Corporate Customer Relationship YP-Small and Medium
Management Enterprises Financing

d

Ato Endalkachew Mihretu Ato Hadush Gebhreigziabher Ato Getachew Kehede

VP Finance and Banking VP-Corporate Services ANP-Corporate Project Appraisal
and Portfolio Management
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Ato Haileyesus Bekele

PRESIDENT




MESSAGE FROM THE PRESIDENT

It is grest opportunity for me to present the Annual
Report of the Development Bank of Ethiopia (DEE)
for the year ended June 30, 2018,

Asthe policy based financial institution of the Courtry,
the Bank has heen accomplishing its duties and
responsikilities under a clearty aiculated mission of
upholding the development objectives of the country.
Apart from its wery objectives of project financing
and rendering technical support to the selected
priofty area sectors, DBE is entrusted to shoulder
the responsibility of financing Small and Medium
Enterprises (SMEs) in order to create sustainable job
opportunities and contribution to the national growth
and development.

The Ethiopian econormywhich had showed 9.3 percent
awverage annual growth during 2013414 - 201718
fiscal years, recorded 7.7 percent growth in 2017718
fiscal year, slower than the growth rate registered
in the previous year owing to growth deceleration
in agriculture and industry sectors. The growth rate
of real GOP was lower by 3.4 percentage point than
the base case scenario of GTP |l target set for the
fiscal year, Yet, itwas significantly higher than the 3.1
percent average growth estimated for Sub-Saharan
Africa, according to World Economic Outlook (WED),
Cctober 2018,

It is recalled that, as a policy bank, to apt in to
the changing environment, DBE has engaged in
implementing different change initiatives during this
fiscal year under review. These change activities
took different forms as part of the broad DBE refarm
prograrn.  These initiatives enable the Bank to
enhance its service coverage, service quality, prudent
lending practice, check and halance, and strengthen
its ronitoring and evaluation system

In addition, execution and follow-up of the initiatives
implemented during the previous year have been
rnade

During this operational year, the Bank's loan approval,
dishursernent, and collection performance was Birr
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1312 billion, Birr 7.08 hillion -and Birr 4.84. billion,
respectively. In the reporting year, the Bank earned a
totalincome of Birr 4 49 hillion, From the total income,
Birm 3.62 hillion gained fram interest earned on loans
and advances, Birr 424 million from interest earned on
Treasury bill, Birr 9.5 million from gain on currency
fluctuation while the remaining Bim 386 .9 million is
frorn other income sources . Furthermaore, the amaount
of expense incurred in the budget year is Birr 2.33
billion. The Bank also eamed a net profit of Birr 367.3
rrillion during the reporting period.

During this operation year, the total foreign currency
generated  was USD 2936 million, which i3
significartly higher than the amount earned from the
preceding year,

In ling with this, the Bank mokilized Birr 2.2 billion
fund from sale of Grand Ethiopian Renaissance Dam
(GERDY Bond, which is 236% of set target,

As at June 30, 2018, the Bank's manpower stood at
2,412, Besides recruiting the reguired professionals,
in order to improve the knowledge and skills of its
staffs, the Bank provided different local and foreign
trainings to its employees.

In general, the overall performance of the Bank in
the year under review as per its BSC measure was
at satisfactory level. This achievement is obtained
by the concerted efforts of members of the Board
of Management (BOM), management mermbers of
the Bank at different levels, stakeholders and maore
importantly employees of the Bank,

Thank You!
Haileyesus Bekele, President




An Overview of the Ethiopian Economy

The Ethiopian economy continued to register notable
growth. The Ethiopian economy which had showed
9.3 percent average annual growth during 2013414
- 201718 fiscal years, recorded 7.7 percent growth
in 2017/18 fiscal year, slower than the growth rate
registered in the previous year owing to growth
deceleration in agriculture and industry sectars, The
growth in real GOP was mainly atributed to 103
percent growth in sendces, 6.7 percent in agriculture
and 18.7 percent in industial sectars.

The growth rate of real GODP was lower by 3.4
percentage paint than the base case-scenaro of GTP
| target set forthe fiscal year. Yet, it was significanthy
higherthan the 3.1 percent average growth estimated
for Sub-Saharan Africa (World Economic Outlook
Update, October 20187

The growth in real GOP was mainky attributed o 8.8
pErcent growth in serices, 3.5 percent in agriculture
and 12.2 percent in industrial sectors. Momingl GOP
per capita rose to USD 883, depicting marginal
improvement over the previous year.

In 201718, agricultural output depicted 3.5 percert
growth which is lower fraom 6.7 percent growth
registered in the previous year. Similary it is 44
percertage poirt lower than the 7.9 percent target
for the fiscal year. The total grain production reached
306.1 million guintals showing 5.4 percent increment
over the previous year Of which, cereal production
accounted for 87.5 percent, pulses 9.7 percent and oil
seeds 2.8 percent. Cereals production went up by 5.5
percent over the preceding year owing to 0.1 percent
increase in cultivated land area and improvemert in
productivity. Similarly, the production of pulses and
oilseeds improved by 5.8 and 1.9 percent respectively,
due to 3.1 and 5.1 percent expansion in cultivated
land area respectively,

The total cultivated land of crop production increased
rnarginally by 0.8 percent to 12.7 million hectares, of
which cultivated land of cereals production covered
807 percent, while pulses and oil seeds 12 6 and 6.7
percent respectively.

The share of agriculture in GDP declined to 349
percent in 201718 from 36.3 percent of a year ago.
This was marginally lower than the 354 percent
GTP |l target set for the fiscal year. Likewise, its
cortribution to GODP growth declined to 16.5 percent
from 24.6 percent: The major output of the agricultural
sector was crop production, comprising 65.3 percert,
followed by animal farmming & hunting (256 percent)
and forestry (8.8 percent). In terms of growth, crop
production increased by 4.7 percent while that of
anirnal farming & hunting and forestry rose by 0.6 and
3.5 percent, respectively.

In line with this, the industrial sector showed 12.2
percent output growth and registered 27 percent
share in GDP. The sector contributed 40.7 percent to
the overall economic growth during the fiscal year,

Service sector continued to dominate the economy
as its share in GOP rose to 39.2 percent while its
cortribution to the GDP growth increased to 439
percent. The sector showed 8.8 percent growth
largely owing to the expansion of wholesale & retail
trade (12.3 percent), public administration & defense
(8.9 percent), hotels & restaurants (6.5 percent),
transport & communication (64 percent) and real
estate, renting & business activities (6.2 percent).

In 2017418 alone, a total of 144,107 new micro and
small scale enterprises (MSEs) were established
which ermployed about 187 9 thousand people. These
erterprises received more than Birr 8 6 hillion inloans.
In general, the Ethiopian economy was largely
characterized by encouraging overall economic
perforrmance in all sectors of the economy. The good
perforrmance of the Country has created conducive
business environment of the banking industry in
general and the Development Bank of Ethiopia in
particular. The satisfactory operation of the Bank
which is discussed in detail in the next session is to be
the reflection of the robust national economic growth.

Source: Extracted from the Annual Report of National
Bank of Ethiopia forthe Year 201718,
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Credit Operational Highlights for F.Y. 2017/18
4.1. Overall Credit Operation

During the fiscalyear ended June-30, 2018, the Bank approved Birr 13.120illionand disbursed Bim Z.08billion

forvarious projects, Maoreover, the Bank collected Birr 4 84killion from its clients. Details are shown in Table 1,
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Figure 1 summary of Credt Operation during the fiscal year ended June 30,2018
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Textile Manufacturing Industry Financed by the Bank

ARy - - - _— -

- - i

The Bank has mohilized Bir 2.2 hillion from sale of Grand Ethiopian
Fenaissance Dam Bond in 201748 FY,

'}
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During  the reporting

Loan Approval
.2.1 Loan Approval by E

fiscal

conomic Sector

year, the Bank

approved a total of Bim 13.126illian. Of which Birr
456 472million was approved to agriculture sector,
while Birr 8317 0870illion to the manufacturing,

Table 2-Total Project Livan and

LEd§E L INANCINGg Approval by Economic Seciorw

Bin 217 973million to mining and energy and Birr
774 442million to financial services. The remaining
Binr 3.24 Billion and Birr 112 9million were to the
SME lease financing and staff loans respectively. The

details are showr in table 2.

Sector 2016/11 2017/18 | % Change |
1. Agriculture 248,373 486472 (17
Fublic Enterprises - -
Cooperative 2672 22263 733
Frivate 545702 434 210 (20
2. Manufacturing 5,880,763 8317 087 21
Fublic Enterprises 285,392 1260093 342
Private 6,595,371 7086994 T
Micro-Enterprses - - -
3. Mining and Energy 151,400 217973 44
Fublic Enterprises - - -
hicrofinance - &0,000 -
Private 151400 157 273 4
4. Financial Service 599 503 7744472 Gl
Public Enterprises 147,388 - (100)
Microfinance 252445 774442 207
5. Bervice = =
Fublic Enterprises - - -
Cooperative - - -
Prisate - 3 -
6. 5ME Lease Financing 3,985400 3240209 (19
Sub-total 3,985.400 3240209 (15
1. 5taff Loan 113,205 MN2877 -
Frivate 113,205 2977 (o
Total 12,078,943 13,119,161 | 9

1+00,010
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4.2.2 Loan approval by Social Sector

In the year 2017418, the lion share of dpproval was
made for private investrments; this indicates the focus

Table J: Loan approval by social sector

of the Bank to support the private sectorwhich |
Engine of the economic development of the Coun

4.3 Loan Disbursement

4.3.1. Loan Disbursement by Economic
sector

In the reporting period, the Bank disbursed Birr
7.0Bhillion. An assessment of the sectoral distribution
of annual dishursement revealed that, out of the total
dishursement Birr 366 588millionwas  dishursed

Sector 2016/17 | 2017/18
Public Erterprise 432,750 1.260,093
Caooperative 2672 22263
Private 7405678 7762154
Microfinance 252445 B34 442
SME Lease Financing 3,985.400 3,240,209

Total | 12,078,943 13,119,161

to agriculture sector, while Bim 4.13billion to
manufacturing, Bimr 265,958million for mining and
energy and Bin795 718millionfar financial services.
The remaining Birr 1.39 bilionand 127 ,030million
dishursements were to SME lease financing servces
and staff [oans respectvely.

Avvehicle assembly factory financed by the Bank
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e 1:Total Project hoan and Lease Financing Disbursement by Economic Sector

Sector 2016/17 2017/18 % change
1. Agriculture 731,366 366,985 (a0
Public Enterprises 4,115 - (100)
Cooperative 2774 14,837 -
Frivate 724468 351,748 (a1
2. Manufacturing 3,066,039 4135 286 23
Public Enterprises 119,332 177,174 -4
Frivate 3,243,684 3,960,115 22
Cooperative 3.023 7,007 165
3. Mining and Energy 273,781 265,968 )|
Fuhlic Enterprises - -
Microfinance 6,250 78,740
Frivate 27381 187,218 (32)
4. Financial Service o327 977 795 718 -
Fuhlic Enterprises 133,819 - -
hWicrofinance 194,158 795,718 -
5. Service 43,434 - (100)
Fublic Enterprises 33434 & &
Cooperative - - -
Private - 187,218 (32
6. 3ME Lease Financing 510,338 1,391,885 173
Sub-total 210,338 1,391,885 173
1. Staff Loan 128,122 127,050 i
Frivate 128,122 127,080 (1
Total 5,377,026 7,082,493 | =2

14 000,00

12 M0,0m

10,000,001

P B o

& 0,0 W e

4+ M0,0m ft

2mo,om ~

. N N W N
Agricaftre M3viEchrig “'E':Er;;d Fgfl:'i:' Se ke SF'E '.':ﬁ;* St Lod Total

rlagure-a Loan Lisaursement 0y cconomic secior
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432
Sector

Loan Disbursement by bovial

Durng the wear ended June 30, 2018, the Bank
dishursed Birr 7.08hillion, Qut of which, Birr 4.37hillion
to private owned companies, Birr 510.3 million toSkE
lease financing, Birr 290 7millionto public enterprises,
Birr 203 dmilliontmicro-finance  institutionsand  Birr

Table 3: Loan disbursement by social sectm

2 77millionwas disbursedto cooperatives. This shows
that the Bank has played a crucial role pertaining to
private sectorin line with the government agenda.

4.4 Loan Collection

44.1. Loan Collection by Economic
sector

Inthe reporting year, the Bank collected Birr4 S4hillion.
The econormic distribution wasBirr 261, 736million
from agriculture, Birr 3.18billionwas collected from
manufacturing, Birr 160 477million from mining and

RS BEpEer'

[utaciuiring industry financed Bythe Bank

Sector 2016/11 | 2011/18
Fublic Enterprise 280,700 177,174
Cooperative 2774 22834
Private 4,369 785 4,803 345
Microfinance 203,431 574 468
S E Lease Financing 510,338 1,491 885
Total 5,377,026 7,082,493

energy Birr 637,587 millionfrom financial services and
Birr 193, 779million from service sector. The remaining
amount Birr 69 223millionand Birr 66,088million w as
collected from SME lease financing service and staff
loans.

>
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vas anid-Le

M 5 — R | e L
ase I InancCing L0 0e cig

n'by Economic Sector

Sector 2016/11 2017/18 % Change
1. Agriculture 486,612 861,796 15
Fublic Entemrises - - -
Cooperative 17,579 16,961 )]
Friwvate 458033 545,236 16
2. Manufacturing 3,105,154 3,193,232 2
Fublic Enterprises 177 174 43
141,049 151,220 7 22
Frivate 2,961 240 2835 216 1
Micro Enterprises 2865 6,796 137
3. Mining and Enetgy 117,560 160 477 37
Fublic Enterprises 3,91 - (100
kicrofinance 1,733 896,196 &.451
Private 111,916 G, 280 (43
4. Financial Service 56R.R9T ¥ W 13
Fublic Enterprises 10,874 - (100
Microfinance 055,824 37 587 14
5. 5ervice 231,304 193,779 (18]
Fubilic Enterprises 891,874 92 326 0
Cooperative - 4 {100
Private 138426 101 453 (27)
6. SME leasefinancing 3,071 BY,223 21584
Bub-total - B9 223 2,184
7. 5taff Loan 127,050 (n
47584 66,088 33 a2
Frivate 47,584 AR, 058 a3
Total 4,560,094 4,842,184 6

14 00,00
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4 4.2 Loan Collection by Social Sector

The higgest share of the Bank's collection came fram
the private sector which accounted for Birr 3.73 hillion.
Besides, Birr 17.88 millionfrom cooperatives, Birr
SE0.4 millionfrom microfinance, Bir 2477 millionfrom

public' enterprises andBir 307 million fram Shd
lease financing.

Table 5: Loan dishursement by social sector

Sector 2016/11 20117/18
Fublic Enterprise 247,708 243546
Cooperative 17,583 16,265
Private 3,731,302 3772273
Microfinance o60.422 T40.579
S E Lease Financing 3,071 69223
Total 4,560,094 4,842,186

4.5. Loan Outstanding Balance

The Bank's total outstanding loan as at June
302018 was Birr 39.15 billion. Of which, the share
of agrculture Birr &41billion, manufacturing  Birr
26.71hillion, mining and energy Bin233 93 million,
financial service Birr 24%billion, service Birr 1.28

billion, SME lease financing Birr 1.67billion as well
as staff loan Birr 347 .2%million, The total loans and
atvances represent 50% of the total assets of the
Bank (excluding suspended interest and discounts).

Table: & Swnonar v of Loan Portolio by Secior
;:' Sector Enﬁ:';';ﬁ Cooperative | Private fin::::e Total Fe:;:;ﬁge
1 Agriculture - 108880 | 6301144 410,024 16.37 %
2 tanufacturing 4037 063 22 (70 508 -| 26707 561 BE.20%
3. | Mining and Energy 5300 223830 238,990 0E1%
4 Financial Service - - | 2490264 2490 264 6.36%
] Service 5423 1232000 12686238 3.8%
B aME Lease Financing 1 B75 005 1E7S 005 4. 28%
7 otaff Loan 347 278 347 278 0.90%
Total | 39,155,361 100%5

4.6. Regional Distribution
of Loans

Developrment Bank of Ethiopia hence is a financial
institution which is mandated to contribute for the
fulfillment of the regional development. In line with
this, the Bank has revisited its structural arrangement
in order to ensure its alignment with the Country's
increasing development needs. The loan portfolio of
the Bank was distibuted to different regional states
of the Country depending upon the credit demands

of the projects which were established in the regions,
available source of raw matenal inputs, infrastructure
development, and favorable climatic condiions and
availability of hurman capital for operation of projects
including  other project specific demands.  The
following graph shows Regional Distribution of Loan
Porfalio,
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e 9-Reqgional 14 stribution of Loans

_Region % Share Total Outstanding
Addis Ababa 8.373% 3,275,539
Afar 7 B49% 2 855 011
Amhara 9 .320% 3652,972
BenishangulGumLe 2 B22% 1,026,734
Dire Dawa 3 870% 1,515,361
Gambella 8.550% 3,347 932
Harari 0.024% 9,245
Orarmia 42 520% 16,649,025
S P 3.421% 1,339,550
Sormali 0.035% 13,561
Tigray 13.606% 5327 425

100% 39,155,361

Banshanguls

-SNNP

Fiaure 5 Regional Disgnbution of Loansas of

3. Export Credit Guarantee,
External Fund and Credit
Management

Apart from financing projects, the Bank has been  reporting o respective financers of specific programs.
serving as a financial intermediary that entrusted to  Inlinewiththis, the peformance of the active programs
administer program funds, appraise relative whole  durng the reporting period is shown as follows,
sale and/or private loans, monitor beneticiaries and
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5.1_ Export Credit Guarantee Scheme

In the reporing year, Export Credit Guarantee (ECG)
for Birr 149 8 milliohwas given to Commercial Banks.
The Principal ECG outstanding loan was Bim 1862
rmillion as at June 30, 2018,

From the Export Credt Guarartee, the Bank earned
guarantee fee of Bir 1.9 million during the year and
the country at lamge secured foreign currency of LSD
29.2 million.

5.2. Rural Financial Intermediation
Program (RUFIP)

The credit line of the RUFIP Il utilized successfully
throughout the planned period of the program swhich
was stretched over seven years (2012 — 2018}, From
the commitment balance, Birr 330.39 milllon was
approved, Birr 277.06 millionwas dishursed and total
of Birr 308,10 million was collected

5.3. Women Entrepreneurship
Development Program (WEDP)

Curng the repoting penod, -a loan of Birr 299.18
million was approved as 3 whole sale credit to micro
finance institutions (MF1s) to be channeled towomen
ertrepreneurs or businesses which were fully owned
ar partially owned by women. Disbursement of Birr
457 11 million was effected and Birr 329.30 rmillion
was collected in the reporting year.

5.4. Market Development for Renewable
Energy & Energy Efficient Products
(MDRE & EEP)

In line to the program design, both Private Sector
Entemrises (P3Es) and Microfinance  [nstitutions
(MFls) were benefited from the MORE & EEP credit
line. During the reporting year, loan approval of Birr
216 19 million was approved forkarket Development
forRenewable Energy and Energy Efficient Products.

The Dishursement for same was Birr 151 .81 million
and Birr 87 million was collected during the vear.

Besides, for the Small and Medium Enterprises
Service Birr 14622 was approved and Bim 56.35
million was disbursed during the fiscal year ended
June 30, 2018.

6.Human Resource Management

The Bark's human resource management prime
ohjective is to support its short and long term goals and
ohjectives through the development of an application
of policies and practices that assure the recruitment
and retention of skilled and motivated workforce. In
pursuit of this objective, 15 new employees were
recruited during the year to meet the Bank's staffing
requirements,

The Bank recognizes the need for skilled, agile and
committed work force. These essential competencies
of work force are vital in transforming the Bank into
a progressive development financial institution that
will stirnulate the growth of the Country. The Bank has
also jdentified the need to retain developed talent and
reduce professional attrition rate through improved
organizational alignment in its five year strategic
ohjective so that the wvaluable experience and
expertise within the Bank is not lost. The retention of
this skilled work force will eventually provide a boost
to the Bank for continued success in services offered,
and propel the Bank into new opportunities.

As of June 30, 2018, the total hurman power balance
of the Bankwas 2412 The Bank's manpower stock is
categonzed by professional and high level supervisor,
1,723 (71 4%, semi-professional, administrative and
clerical, 358 (14 9% technical and skilled, 103 (4.5%)
and the remaining are manual and custodian, 223
(9.2%),
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e 9: Humahn-Re gource Composition

.| Manual
Mo of Employees 108 2231 2412
% Share 4 5% 9.2% | 100%
. P itz ion 3l 3 High
Lee |5 ape mkar
Sam Rk sk al
JAdml IftEﬂ.IE aCEreal
. Tech hialand Skilkd
H Manalad CrndE
Flgure & Hum an Resource
Compostion &2 ot
June 30, 2016

The increased service rendered during the period under review required additional irvestment in the Bank's
hurnan resource capacity. As a result, in line with the recruitrment of new staff, the Bank continued to improve its
capacity by investing in human resource.

Adlower fam financed by the Bank
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T. Research Activities

The Fesearch Unit of the Bank handles all the tasks
of availing research information and data mainky for
the core Units of the Bank namely the Customer
Relationship  Management Directorates, Project
Appraisal Directorates, Project Rehabilitation and
Loan Recovery Directorate and district Offices.

The Research and Project Data Management
and Project Evaluation and Porfolio Management
directorates are the key 'support organs of the Bank
re-established o conduct commodity study, research
preparation, model  bankahle project - preparation,
cross cuting project supporting data: establishment,
the civil cost development, and the machinery,
eguipment, furniture and fixture data organization.
All the outputs need updating works periodically’ and
also intended to serve the Corporate Project Review
Team, Ethics and Compliant Management Office,
Districts and Branches.

To satisfy the cur-rent credit demand from different
sectorsfcormmodity the output of research has heen
compiled, updated and disseminated. Accardingly, in
the reporting period, various new commodity studies
and updating works were carred out.

8. Financial Performance

N 2017418, the Bank registered encouraging financial
performance, discussed here under.

8.1. Asset

The total asset of the Bank reachied Birr 78,18 billion
showing 135% increment compared fram the perilous
YEar.

8.2. Capital
During the fiscal year, the total capital of the Bank
reached Bim 8.04 Lillion showing an increment fram
the previous year.

8.3 Income and Expenses

8.3.1 Income

During the year under review, the Bank earned a
total income of Birr 4.5 billion which is 121% of the
planned target. The lion share of the income (Bir 3 .63
hillion) was derived from interest earmed on loans and
atvances, followed by interest earmed on Treasury
Bill Purchiase (Birr 042 killlor) and the rest (Bir 0.45

hillion) was came from. foreign cumency fluctuation
and other income,

8.3.2 Expenses

The Bank continued to enforce cost control measures
as an integral part of jts financial management
activities. Accordingly, the total expense of the year
under review was Birr 2.33 hillion, The total expense
registered higher than the previous: year due o
arovision expenses, interest and charges increment
of the year due o interest bearing mobilized funds
and price hike on general expenses.

2.3.2 Profit/ Loss
During the fiscal year, the Bank eamed a net profit of
Birr 37 million.

8.3.4 Foreign Currency Generation

The total foreign exchange generated was USD 289 6
million significantly higher than the amount during the
preceding year.

8.3.5 Grand
Hidase Bond
Durng the year ended June 30, 2018, DEE maobilized
closeta Birr 2.2 hillion from sale of the Grand Ethiopian
Renaissance Dam (GERD) bond. Such performance
was attributed 10 increase awareness of the public
by using various media and everts such as "Bond
Sale Week" as well as by doing different activities like
GERD Cup Campaign and GERD anniversary.

Renaissance Dam Bond/

9. Concern to the Environment
One of the core values of the Development Bank of
Ethiopia is known fy financing environment friendly
arojects which support the economic development of
the Country. Enviranmentis alsothe globalissuewhich
needs due concern. Thus, DBE has heen engaged
an this task by asking the investors certifications fram
concerned governmental organ about emvironmental
impact of the specific project. The starting point of the
evaluation of the emdronmental assessment of the
project is the fact that it should meet all the country's
and DBE's erwironmental policy and guideline
requirements or has idertified and agreed to an
action plan 1o achieve compliance in specific time
frame. Pertaining to this, the Bank has prepared and
approved its environmental policy'guideline which
will enable the Bark to play its role in addressing
errvironmental issues of the Mation.
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Development Bank of Ethiopia

Arnmnual consolidated and separate financial staterments
For the vear ended 30 June 2018

Report of the Board of Management

The Board of Managerrent subrrit= its report to gether with the corsolidated ard separate financial statetrents and indeperdent
auditor's report of the Deseloprrent Bank of Ethiopia ('DBE or the Bank") ard itz Subsidiary (together, the "Group!) and the
Bark for the sear ended 70 ume 2018, This report discloses the financial performance and state of affairs of the Bank.

Incorporatinon
Deselopmrent Bank of Efhiopia was incorporated in Ettdopia in 1000 as 3 specialized state-owmed desslopirent financial
irstitution, and is domiciled in Ettdopia.

The Bark iz filly owmed by the Federal Gosermment of Ethiopia and iz superdsed by the Public Enterprizes Holding and
Adrninistration Agency.

Principal activities

The mandate of the Bank iz supporting the econormnic growth ard deseloprrent in Ethiopia by providing {short, redium and long
terrn) developrrent credits to sable priority projects in the Government priority areas along with technical support through
rrohilizing resourees from dormestic and foreign sowces . Epecifically, the Bank provides finance fo ercourage mainly private
sector inwestrrent in sectors like cormmercial agriculture, agro-processing, mamfacturing, mining and extractive indietries. It
also supports SME through capital goods lease (hire purchase finarcing’. Morenser, it implements/administers special
projects /programs and rmanaged funds entrusted fo it by rultilateral lending institutiore and gosermrent agencies. Since its
initial establishiment in 1900, the Bank has been playing a catalytic role in promoting the economic developirent of the country.

Results
The Group's and Bark's results for the sear ended 20 June 2018 are set out on page 7. The net loss for the year has been
transferred to refaired earnings. The sunrarized results are presented below.

Group Bank Bank
goJunezmf 3oJunezmf 30 June 2017
Bm‘mm Birr'ooo Birr'ooo
Logs before tax {1,675,451} (1,575,215) {320,772
Ircome taxexpense {20=,560) { =0z Eed) (52,004)
Loss for the war (1,470, 011} {1077,645) {3tz,800)
Other comprebensive incorre;’ (loss) net of taxes {8,600) {8, 600) 190
Total comprehensive incore;’ (loss) for the year {1,886,610) {1,886,444) {382,797)

Directors
The Board of Managerrent members who held office during the sear are setout on page 2. Howewer, Dr. Tegegnework Gethy, the
nevr Chairroan of the Baard of Managerrent who held office after the year-end has signed the report.

7. Eégmw:urk iFettu

Chairrran of the Board of I-.-I P
Addizs Ababa, Ethiopia r
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Development Bank of Etlnopia

Annual consolidated and separate financial statements
For the year ended 30 June 2018

Statement of board of management's responsibilities

In accordance with the Financial Reporting Proclamation Mo, 8472014, the Group and Bank are required to prepare their
financial staterrents in full compliance with the International Financial Feporting Standards (IFRS), whether their
designation changes or they are replaced, from time to tire.

The Group's and Bank's Board of Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Beporting Standards, and for such internal control as management
deterrnines is necessary fo enahle the preparation of financial statements that are free from material misstaterrent, whether
due to fraud or error. This responsibility includes, inter alia, ensuring that the Groupand the Bank:

a) keep proper accounting records that disclose, with reasonable accuracy, the financial position, financial performance
and cash flows of the group and bank;

b -establish adequate infernal contrals to safeguard itz assets and to prevent and detect fraud and other irregularities ; and

) prepare the consolidated and separate financial staterments using suitable accounting paolicies supported by reazonable
and prudent judgrents and estimates that are consistently applied and reasonable in the droursetances.

The Board of Management is of the opinion that the financial statements present fairly, in all material respects, the state of
the financial affairs of the Group and Bank and of their financial perforrmance and cash flows, as well as the adequate
syeterns of internal financial control that may be relied upon in the preparation of financial statements.

The Board of Managernent has aszessed the Group's and Bank's ahility to continue as a going concern. Henee, nothing has
cotre o the attention of the Board of Managerrent to indicate that the Bank will not rernain as a going concern for af least
trelve months from the date of this staterrent.

Signed on behalfof the Board of Managerment bythe new Chairmman of the Board of Management and the new President who
held office after the yea-end:
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The Federal Democratic Republic of Ethiopia
Audit Services Corporation

INDEFPENDENT AUDITOR'S REFORT
TO THE SUPERVISING AUTHORITY OF
DEVELOFMENT BANK OF ETHIOFIA

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Development Bank of Ethicpia the
Bank) and its consolidated subsidiary (the Group), which comprize the consolidated and the Banl's
staternents of financial position as at 30 June 2018, and the consolidated and the Bank’s staternents
of profit or loss and other comprehensive income, consolidated and Bank’s statements of changes n
equity and consolidated and the Bank’s statements of cash flows for the year then ended, and notes
to the consolidated and the Bank's financial statements, including consolidated and the Banl's
surmnmaries of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial positions of the Group and of the Bank as at 30 June 2018 and the
consolidate and the Banle's financial performances and the consolidated and the Banle's cash flows for
the year then ended n accordance with Infernational Financial Reporting Standards (JFISs)

Basis of Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) Our
responsibilities under those standards are further described in the Auditors Responsibilities for the
Arvdit af the Financil statements section of our report. We are independent of the Enterprize m
accordance with the International Ethics Btandards Board for Accountants’ Code of Ethics for
Professional Accountants (JESBA Code) together with the ethical requirements that are relevant
to our audit of the consohdabed ﬁnancml staternents i Ethmpm and we have fulfilled our other

o5 AnnualReport
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INDEPENDENT AUDITOR'S REFORT
TO THE SUPERVISING AUTHORITY OF
DEVELOPMENT BEANK OF ETHIOPIA (continued)

Key Aucit Matters

Key audit matters are those matters that, 1n our professional judgment, were of most significance in
our audit of the consolidated financial statements of the current period.  These matters were addressed in the
context of our andit of the consolidated financial staternents as a whole, andin forming our opinion thereon,
and we do not provide a separate opinion on these matters

A, Loansand advances

There are i sks that loans and advances may be given without proper managerial approval, maynothe accurately
recorded; do not exist, may not be recorded at appropriate values; and &l bad and doubtful halances may not
have been provided for or written off.  In ourresponse to these risks, we assessed the reasonableness of the
design ofthe system ofinternal control by engquiring ofrelevant Bank personnel and reviewang the documented
system developed by the Bank  We tested this system in order to confirm our understanding of it We
identified the preventive and detective controls.  We checked a sample of selected transactions covenng
the whole year to see that all controls were exercised on all transactions.  For a sample of dishursements
made during the vear, we checked the approval by the appropriate level of management and checked that &l
formalities necessaty before dishursement of loans and advances had been fulfilled.  We test checked loan
agreements and legal documents to venfy the terms and conditions ofthe loans and advances. We obtained an
analysis of loans and venfied that they had been classified in correct categon es and we considered the value of
collateral avalable against eachloan for calculating the provision for doubtful loans and advances. Our
testing did not identify major weaknesses in the design and operation of controls that would have required
us to expand the nature ot scope of our planned detailed test work, Owerall, we found no concerns in respect
to the completion of formalities or the recording of loans and advances at appropo ate walues.

B. Incometax

The risk 15 that a lack of intimate knowlege of tax legislation could lead to erroneous tax calculations, This
would result in current and deferred tas expense and liabilities being incorrect. Our response was to engage
our sentor tax professional as an expert to check the tax situation. We obtained a detailled schedule for &l
temporary differences along with expenses which are disallowed under income tax legislation, We ohtained
a calculation of the tax liahility identifang all items constituting the difference between net pre-tax income
and tazahle income, and compared the calculation to that ofthe previous year  The calculation was
reviewed to determine that correct tax rates had been used and that dl significant tax matters had heen
addressed. We checked the calculation of deferred taxes and that timing differences had been appropriately
considered. We found insignificant errors due to misunderstandings and these were adjusted.

__ Amnual Report



INDEFPENDENT AUDITOR'S REFORT
TO THE SUPERVISINGAUTHORITY OF
DEVELOFMENT BANK OF ETHIOPTA (contitmied)

Responsibilifies of the Board of Management and Those Charged with Governance for the
Consolidated Financd Stalements

The Board of Management iz responsible for the preparation and far presentation of the consolidated financial
statements in accordance with IFR3s, and for such internal contral as management determines 15 necessary
to enahble the preparation of consolidated financial statements that are free from matenal misstatement,
whether due to fraud or error

In prepanng the consolidated financial statements, the Board 15 responsible for assessing the Group’s ability
to continue as a going concem, disclosing, as applicable, matters rel ated to going concern and using the going
concern basts of accounting unless management either intends to liquidate the Group or to cease operations,
ot has no realistic alternative but to do zo0.

Those charged with governance are responsible for overseeing the Banlk's financial reporting process;
Aunditor’s Responsibilities for the Audit af the Consolidated Financiel Stcdemnenis

Car ohjectives are to obtain reasonable assurance about whether the consolidated financial statements as awhole
are free from material misstatement, whether due to fraud or ervor, and to 13508 an auditor’s report that includes
our opinion. Eeasonahle assurance 13 ahigh level of assurance, but1s not a guarantee that an andit conducted
in accordance with [543 will always detect a material misstatement when 1t exists:  DMisstatements can arise
from fraud or error and are considered material 1£ individually orin the aggregate, they could reasonably bie
expected to influence the economic decisions of users taken on the basis ofthese financial statements,

Az part of an audit 1n accordance with [S4s, we exercise professional judgment and maintain professional
scepticism throughout the audit, We also

+ Identify and assess thenisks of matenal misstatement of the consolidated financial statements,
whether due to fraud or error, design and perfonm audit procedures responsive to those nsks,
and obtain audit evidence that 1z sufficient and appropriate to provide abasis for our opimon. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery omissions, misrepresentations, or the override
ofinternal control.

+ Obtain an understanding of internal control relevant to the andit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the

effectiveness of the Group’s internal control
Fow? BTN
. iaarrl:i‘fI'D:ﬂ;ﬁ\IEness of

+ Evaluate the appropriateness of accounting pu:uliu:ie ol
estimnates and related disclosures made by the Bos (Rt
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INDEPENDENT AUDITOR'S REFPORT
TO THE SUPERVISINGAUTHORITY OF
DEVELOPMENT BANK OF ETHIOPIA (continued)

= Conclude onthe appropriateness of the Board’s useofthe going concernbasizs of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists rel ated to events or condittons that
may cast sigmificant doubt on the Group’s ability to continue as agoing concern. If we condude that a
matenal uncertainty exists we are required to draw attention in our auditor’s report to the related
dizclosures in the financial statements or1f such disclosures are inadequate, to modify our opinion, Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Group to cease to contihue as a going concem,

+ Evaluate the overal presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
undetlying transactions and events in a manner that achieves fair presentation,

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, incduding any significant deficencies in internal control that
weidentify duning our audit.

We also prowide those charged with governance with a statement that we have complied with relevant ethical
requiremnents regarding independence, and to cominunicate with them all relationshops and other matters that
may reasonably be thought to bear on ourindependence, and where applicable, related safequards

From the matters commumni cated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements ofthe current period and are therefore the
key audit matters. We describe these matters in our auditor’s reportunless law or regulation precludes public
dizclosure about the matter or when, in extremely rare drcumstances, we determine that a matter should not
he communicated in our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

The engagement partner on the aduit resulting 1n this independent auditor’s report 13 Woizero
Lzeh Teld eselassie,
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Develepment Bank of Ef lnopia

Consolidated and separate statement of profit or loss and

other comprehensive income
For the year ended 30 June 2018

Intarast imoane
Intarast axpanse

Net interes t ncome

Fee and commdssionincame (et
Orther aperating incame

Total operating inca e

Loan impaitment charge
Impairment reversal/(lossas) anather assets

Net operating ineome,/ {lass)
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Drepraciatinnaf invastirent praperty

Anmrtzationafintangible assats

Drepraciationand impairnend af praperty, plant and e quipment
Other aperating expense s

Lass before tax

Incame taxincamwe S [ expensa)

Prafit floss) after tax

Other comprehensive e ome {OCT) met onincome tax
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i3

21
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Development Bani of Et hiopia
Consolidated and separate statement of financial position

As at 30 June 2018

ASSETS

iZash and bank balances
Loare and adverices to custorrers
Investrent secirities:

- Avmilable forsale

- Loare and receiwables
Irrestrent in subsidiary
Ircore tax recoverable
Dther assets

Irestrent property
Intangible assets

Property, plant and equiprrernt

Total assets

LIABILITIES

Deposits finm oustormers

Debt securities issued
Bormrowirgs

Currernt ta liabilities

Other liabilities

Retirerment berefit obligations
Deferred tax liabilitiss

EQUITY

Capital

Fetaned earmings

Other maere
Fegulatoryoredit risk reserve
Legal resere

Total equity attributable to owners of

the Bank
More controlling interest

Total equity

Total equity and liabilities

MNotes

REBE BA4EER &HE

MG ENR

BEERY

%

Group Bank Bank Bank
joJunezo18 3o Junezoill  joJwmezorr  iJulyzoub
Bitr'ooo Birrooo Birr'ooo Birr'ooo
G,083,55 0,975,520 B0, 005 4,045 550
20,414,327 201,727 =7 fog=0g 20,050,020
11,370 11,370 11,370 11,570
024,349 024,349 15,030,044 14,008,120
=R=le e}
4,716
4,093,055 4,002,017 1,874,457 422,544
=Ez 215278 Zad,144q 232,454
35039 i =] 19,552 =237
Szt Hem=g 5053 Hezom

73,200,823 73,201,034 su,iﬂaﬂ_J_M q7aB6 792

R =R 1 1,112,055 = =luks ] 1,570
10,408,009 10 498,000 8,905, 570 2,050,780
Sy e, =2 Ed,54%,222 F=a90e 0,058,742

=g 2408 10133 -
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A 503 20,045 13045
187,455 1537452 201,428 25,252
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(B47L) §=F 1y 120 7
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Development Bank of Ethiopia

Consolidated and separate staternerit of

For the year ended 30 June 2018

i FHayoo
casn flows

Notes
Cash flows from operating actvities
Cash generated from operations T3
Income tax paid 13

Metcash (outflow)/inflow from operating activities

Cash flows from investng activities

Pumhase of investiment securities inequityy treéssurvhills and
Pumhase of investment: in subsidiary

Pumhase of investtment pmperty

Pumhase of intangible assets

Froceeds from property, plant and equiprment

Fumhase of property, plant and equipment

B BES B

Metcash {(outflow)/inflow from investing activities

Cash flows from financing activities
Proceeds from issue of debt securities
Repavment of debt securities

Froceeds from borrowings

Repavment of bo rrowings

State dividend paid

Zhange in non-controlling interest

ERES S

A7)
Metcash {(outflow)/inflow from financing activiies
Metincrease {decrease) in cash and cash equivalents

Zash and cash equisalents at the beginning of the year 14

Foreign exchange (losses)f gains oncash and cash equiselents

Cash and cash equivalents at the end of the year 14

0116861206
0111541235
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Development Bank of Ethiopia
Notes to the consolidated and sep arate financial statements
For the year ended 30 June 2018

1 Gereral informmation

Deseloprrent Bank of Ethiopia (" Deseloprrent Bank or the Bank™) is a specialized financial instifdion established to pronmote
the national developrment agenda through dessloprrent finanee and closs technical support to wiable projects fiorm the priority
areas of the Gowermrrent by mobilizing fivds fiom dormestic and foreign smooes while ensuring its sustainabilite: The
corsolidated and separate financial staterments of the Bank for the wear ended =20 June 2018 conmriss the Bank and its
subsidiary together referred to a8 "the Group" and separstely eferred to &8 " Group entities™), The Bank and its subsidiary are
rot listed on a stock mearket a8 there is o astock escharnge in the countrey.

The Bank vwes initially established in 1000 arnd was resstablished onthe 2qth of Jarmary soos in aooordarnce with the Coumadl
of Ministers Regulations Mo, 852015 The Bank is governed by the Public Enterprises Proclarmation Mo, 251002 and in
corrplianee with the Banking Bisiress Proclarration Mo, goef=008 (e, without prejudice o the applicabdity of Monetary
and Banking laws of the country).

The Bank hee one subsidiary, namely Ethio Capifal and Irsestrent PLC, which was established on Jime 44, 2017 in
aooordance with the Corrercial code of Bthiopia of 10800

The Group deoes rot have any associate or wrcorsolidated struchared entity

The Banl s registered office is at:

Desgloprrent Bank of Ethiopia Tower
Josip Broz Tito Shreet
PO Box 1000
Firbos Subrcity (K asanchis)
Addiz sbaba, Ethiopia
The Bank is prind pally engaged in the provision of diverse range of finandal products and services to a wholesale, retad and
EME clients base in E thinpian market.
2 Swmmmary of significant accoumting policies
24 Introduction to sumomaryof significant acconmting policies

The pritcipal acounting policies applied in the preparation of these consolidated ard separate finand al staterrents are setout
below. Thess policies hare been corsistertlvapplied to &l the wears presented.

2.2 Basis of preparation
The consolidated and separste financial staterments of the Group and  Bank for the perind erded 50 Jume 2018 hae been
prepared in aooordance with Intemational Financial Reporting Sterdads C'IFREY) & issued bythe Intemational Scommiting
Etardards Board {'1ASE"), Additional inforrretion required by Mationd mgilatiors is inclided whers appropriate.

The consolidated and separste financial staterents mmprize the consolidated snd separate staterrent of profit or loss and
other conprelensive inmime, the consolidated and separate staterrent of financial position, the consolidated and separate
gtaterrent of changes in equity, the consolidated ard separate staterrent of cash flove and the notes to the consolidated and
separate financial staterrents.

Fpit, except for the: following:
s ons rmessured &t ﬁ.tr"ﬂlm,

Annual Hennri aE
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Development Bank of Ethiopia
Notes to the consolidated and sep arate financial statements
For the vear ended 30.June 2018

The preparation of corsolidated and separate financial staterments in confo nmity with IFRS requires the use of certain critical
ancounting estitnates, It also requires rrENagerent to exercise its judgrment in the process of applying the Group's and Bank's
accomting policies. Changes in asunptions neEsy hase a significant inpact on the financial staterments in the period the
assunptions changed. Managerrent belieses that the unded sing assunptions are appropriate and that the Gioup's and Bank
monsolidated and separate financial staterments therefore present the financial position and results faidsy. The areas insolsing a
higher degres of judsment or corplesxity, or areas where assurptons and estinates are significant to the financial staterments,
are disclozed in Mote =

2.2 4 Going concern

The consolidated and separate inancial statenrents hawe been prepared on a gping concem basis. The managerrent have no
douht that the Banl: wiould remain in existence after 12 nmonths,

2.3 Basis of Consolidation
@) Subgdiaries

Bubsidiaries are entities (inchding stmactured entities) confrolled by the Group. The Group controls an entity if it is esposed
o, or has the rights to variable retumes finm its insolwiment with the entity and has the abiits to affect those retarms thimough
its power over the entitsye The Group reassesses periodically whether it has confrol if there are changes to orne or more elerrents
of the contml listed. This includes cirormstances in which protective rights held become substantive and lead to the Group
having conto] over an investee.

The financial staterrents of a subsidiaryis corsolidated fiom the date the Group aoguires control, up to the date that such
effective control ceases.

In the ssparate financial staterents, insestrent in a subsidiary is measured at cost less inpainrent.

Disclosures for investrent in a subsidiaryis provided inMotes 17and ==

b L oss of cortiod

Zn1 loss of control, the Group derecognises the assets ard liabilities of the subsidiarys are related norroontrolling interests and
the other conmonents of equity relating to a subsidiars: Anse surplus or deficit arising on the loss of contml is eoognized in
profit or loss, If the Group retains any interest in the presdous subsidiary, then such interest is messured at fair value at the
date that confrol is lost, Subsequentlsy, that retained interest is acoowmted for as an equits-aooounted insestes oras a financial
asset depending on the lesel of influence retained.

o) Choapges in aunershin interests i subsidiates withoug change of cortrol

Zharnges in the Group’s interest in a subsidiary that do not result in aloss of control are acooumted for a8 equity rarsactions
(transactons with owners). When the pioportion of the equity held by non-controlling interests (MiCIs) charnges, the carring
anounts of the contolling and NIz are adjusted to reflect the changes in their relatise interests in the subsidiary, Anse
difference between the armount by which the ron-contmlling interestis adivsted and the fadr walue of the consideration paid or
received is recogrised directlirin equitirand atbibuted to the Group.

3} Tramsactionselirringted orn oorsofl a2l on

Inter-compars transachions, balances and ruealizeds
elirrirated on corsolidation. Unrealised lossss are als
e:-:tentthatﬂleremmemﬂmufmmrﬂmt e
ensure consistency with the pelicis

36 ﬂnmmlﬂnlmn
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Pevelopment Bank of Ethnopia

Notes to the consolidated and separate financial statements

For the year ended 30 June 2018

.4

Foreign currency translation

a) Funectional and presentation currency

B)

z.5

Z.5.1

2.5:2

Items included in the financial statements are measured using the currency ofthe primary economic environment in which the
Bank operates ['the functional murrency’). The fanctional currency and presentation currency of the Eanl is Ethio pian Eirr.

TransacHan s and halances

Foreign currency transactions are translated into the fanctional currency using the exchange ratas prevailing at the datesofthe
transactions Foreign exchange zains and losses resulting from the settlement of foreign cwrrency transactions and from the
tranzlation at exchange rates of monetary assets and liahilities denominated in currencies ather than the Bank's functional
currency are recognised in profit or loss . Monetary items denominated in foreign cwrrency are translated using the closing
rate as at the reporting date.

Mon-monetary items that are measured at historical cost in a foreign murrency are translated using the spot exchange rates as
at the date of recognition.

Hecognition o fincome and expenses

Fevenue is recognisad to the extent that it is probahle that the economic benefits will low to the Bank and the reverme can be
reliably measured, regardless of when the payment is heing made. Feverme is measured at the fair value ofthe consid eration
recaived or raceivable, taking into account contractualby defined terms ofpayment and excluding taxes or duty.

The Bank earns income from interest on loans given to mustomers for commercial agriculture, agro-processing,
marmfacturing, mining and extractive industries, hive purchase leases, personal loans, ete. On top of that, the Bank earns
interest from deposit placements with local and foreign banks and investment in Gowernmant Treasury hills. Other incomes
include fees and commissions on letter oforedits, guarantees and managedf entrustad fiunds.

Interestincome and expense

For all financial instruments measured at amortised cost and interest hearing financial assets classified as awvailabla— for-sale
interest income of expense is recorded using the effective Interest rate (EIR), which is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the financial instrument or a shorter period, where appropriata,
to the net carrring amount ofthe financial asset or financialliahility, The caleulation tales inte account all contractual termsof
the financial instrument (for example, prapayment options) and includes any fees or incremental costs that are divectly
attributabla to the instrument and are an integral part afthe Effective Interest Rate (EIR], it not fature cradit lossas,

The carying amount of the financial asset or financial liahility is adjusted if the Bank revises its estimates of payments or
racaipts The adjusted camying amount iscalmlated based on the original EIR and the change in carring amount is recorded
as 'Interast and similar income' for financial assets and Interestand similar expanse for financial liahilites

Onecs the recorded value ofa financial asset or a group of similar financial assets has been reduced dué to an impairment loss,

intarest income continues to be recognised using the rate of interest used to discount the future cash flows for the purposa of
measurng the impairment loss.

Fees and commission

ion income and expenses that are integral to the effective interest rate on a financial assat or liahility arve
fedsurement of the effective interest rate. Other foes and commission incoma like commission income an CPO
izsion income on insurance, commission on letters of credit, financial suarantes contracts isaued and
id funds are recognisad as the related services are performead.

bnt is niot expected to res \a-drmap=dawn of a loan, lsan commitme
8 comrnitment pariod.

10T expansas relate mai

This is recognised when the Bank's right to
approve and declara tha dividend.

Annual Report

For the VearEwnded June 30, 2005
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2.5.4

z.6

z2Ha

a)

&)

18 ﬂIIIIIIHIHEIIﬂl‘I
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Foreign exchange revaluation gains or losses

These are gains and losses arising on trarslation of monetary assets and liabilities denominated in foreign ourencies at the
fimctional currenicy’s spot rate of exchange at the reporting date, This armount is recognised in profit or loss ard it is further
brolen down into realised and urrealised portion.

The foreign denorminated nonetary assets and liahilities include the foreign financial assets held within the cash and banl:
balances, foreign ourrencyd eposits received  on behalfof third parties, boroswings in foreign cunerncies., ete.

Financial instrumends - initial recognition and subsequent measurerment

A financial irstnurent s any contract that gises rise to a financial assst of one entity and a financial liahility or equitsy
instrurrernt of another entitse

Financial assets
Initial recognition and measurerment

All financial assets are recognised initially at fir value plus, in the case of financial assets not recorded &t fEir sahe through
profit or loss, fransaction costs that are atiritnfable to the aoquisition of the financial asset Purchases or sales of financial
azsets that require deliversy of assets within a tine frarme established by regulation or corrention in the marlet place (regular
waytrades ) are recognised on the trade date, ie., the date that the Banl: correrits to purchiase or sell the asset.

Subsequent measurement

For purposes o f subsequent nmeasurerment, financial assets are classified into two categpries:
= Loars and receivables
= Anmilable-for-sale financial irvestirents

Lomsad receivahles

Loans and receivables are non-derivati+e financial assets with fixed or deternminable pastrents that are rot quoted in an active
marlet. after initial nEarement, such financial assefs are subsequently measired at anoriised cost using the effectie
interest rate (EIR ) nethod, less inpairmrent. Arortised cost is caloulated byrtaldng info acooimt arss discourt or premimmnon
aoquisition ard fees or costs that are an integral part of the EIR. The EIR anorhisation is included in interest and similar
incore in profitorloss. The losses arising fiominpaintent are recognised in profitorloss in loan impainment charge.

The Barlds loans and receivables conprise loars and adwances o oustorrers, WBE bills and Ethiopian goverrment bonds.

Availaile-for-sale (AFS) financicdd assats

AFE imestrrents inchde equitsy seourities. Equity insestrents classified & AFS are those which are reither classitied as held-
fortrading nor designated at fair val ve through profitor loss.

After initial measurerrent, AFS financial imestrrents are s Er e e at fair walue with urredlised spins or losses
recogrised i OO0 and credited in the AF2 reserve 1mtil i Erit T seriged, at which tire the curmlatise gain or
loss is recognised in other operating incone, or the ing i be inpaired, when r Fhat i
re-::]fssﬂa:l from the AFS IEserE to profit or lc:ss A investment

When the t walue of arlet i

or besed on a iahles i Fobeerable
recoghises the d Hin price pmfit or loss]) h
cases where faird el fisdatmmined s bl data which is rot OtGervle, the difference betwis
model value is gk el PUTHE frrofiffor loss when the inputs become observable, \';_
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Development Bank of Ethiopia
Notes fo the consolidated and separate financial statements
Far I.':'i{-‘- yvear ended 30 June 2018

&1

Derecognition of financialassets

& fivancial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is primarily
derecognisad (ie. remowed fromthe Banl's statement of financial position) when:

» tha rightsto receive cash flows from the assat have axpired, or
» the Bank has tranaferred its rights to receive cash flows from the asset or has assumed an obligation to pay tha  received
cash flows in full without material delay to a third party under a pass—through’ arrangement; and either

(a) the Bank hastransferrad substantially allthe rizks and rewards afthe asset, or

(b) the Bank has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control ofthe asset.

When the Bank has tranaferred its rights to receive cash flo ws fro muan assat or has enterad into a pass-through arrangement, it
avaluates if and to what extent it has retained the risks and rewards of ownership. When it has neither transferred nor retained
substantially all of the risks and rewards of the asset, nor transferred control o fthe asset, the Bank continues to racognise the
transferred asset to the extent of the Banks continuing involwement. In that case, the Bank also recognises an associated
liahility. The transferred asset and the associated liahility are mwasured on a basis that reflacts the rights and obligations that
tha Bank has retained.

Contimuing involvement that takes the form of 2 guarantes ower the transferred asset is measured at the lower of the original
carrying amwunt of the asset and the maximonm amount of consid eration thatthe Bank conld be required to repaw

Impairment of financial assets

The Group and Eank assess at each reporting d ate, whether there is any objactive evidence that a financial asset or a group of
financial assets is impaired. &n impairment exists if one or more events that has o courred since the initial recognition of the
asset [an incurred ‘loss event™), has an impact on the estimated future cash flowsof the financial asset or the group of financial
assats that can be reliably estimyated. Evidence of impairment may include indications that the borrower or a group of
borrowers is experiencing significant finanecial difficulty, the probahility that they will enter bankruptey or other financial
rearganisation, default or delinguency in interest or principal payments and where o bservabhle data indicates that thare is
me asurable decrease in the estimated future cazh flows, such aschanges in arrears or econo mic conditions that correlate with
defanlts.

Financial assets carried at amwortsed cost

For firanecial assats carried at amortised cost (such as loans and receivahles), the Group and Bank first assess individ ually
whethar ohjective evidence of impairment exists fir finaricial asssts that are ind ividually significant, or collactively for financial
assats that are not individually significant. If the Group and Eank determine that no ohjective evidence of impairment axists
for an individually assessad financial asset, they include the aszset in a group of financial assets with simdlar credit risk
characteristics and collactivaly assass them for impainment. Assets that are individually assessed for impairment and for which
an impairtnent loss is, or continues to be, racognised are not included in a collective assessment of impaitment.

If thare is objectiva evidence that an impairnment loss has been incurred, the amwunt o fthe loss is measured as the differance
betwean the asset's canying amount and the present walue of estimated futare cash flows (excluding future expected credit
losses that hava not yet been incurred). The carrying amount of the assat is reduced through the use of an allowance acco unt
=) unt of the 1055 i5 rec-:-gmsed in profit or loss Interest income continues to he accruad on the raduced can‘:.urug
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Development Bank of Etlhiopia
Notes to the consofidated and separate financal statements

For the vear ended 3o June 2018

For the purpose of a collective esaluaton of inpairrrent, financial assets are grouped on the basis of the Sroup's and Banlds
internal credit grading ssstern, that considers oredit nisl: characteristios such as asset type, industry, geographical location,
collateral tpe, past-due statius and other relesant factors.

Fuhare cash flowe on a group of financial assets that are collectivelyesaluated for inmpairnrent are estineted on the basis of
historical loss experience for assets with credit risl: characteristics similar to those in the Group and Barls.

Historical loss experience is adjusted on the basis of ourrent obsermhble data o reflect the effects of ourrent conditions on
wihich the historical loss experience is based and o rermose the effects of conditions in the historical period that do mot exdst
muarrenfly. Estirmates of changes in fuhure cash flows reflect, and are directionally consistent with, changes in related obserable
data from wear to sear (such a5 changes in unenplosrrent rmtes, property prices, controdity prices, pawrent statas, or other
factors that are indicative of inmured losses in the Group arnd Banl:and their megnitude). The methodology and assumrptions
nuzed for estirnmting futire cash flowe are redewed regulany o reduce ansy differences between loss estirmates and actual loss
experience.

{ii) Awailable-for-sale { AFS) financial instruments

Anmilable-for-sale financial asets are inpaired if there is objective evidence of inpainment, resulting from ore or rore loss
events that oooarred after initial recognition but before the reporting date, that have an irnpact on the fuhire cash flows of the
asset, It addition, an aveilable- for-sale equity irstnument is geremllyconsidered inpaired if a significant or prolonged decline
in the fair walue of the instnurent belowits cost has ooourred. Where an amsilable-for-sale asset, swhich has been reneasired to
fair sale directly through equits, is inpaired, the inmairmrent loss is recognised in profit or loss. If anseloss on the financial
amset wes previously recognised directly in equityy as a reducton in fair walue, the mrmilati+e net loss that had besn recognised
in equity is tarsferred to profit or loss and is recognised a3 part of the inpainment loss. The anmount of the loss recognizsed in
profit or loss is the diffsrence betwesn the aoquisition cost and the ourent fair salie, less any predowsly eoognised
inmpairtrent loss.

If, in asubsequent period , the armomt relating to an inpairrent loss decreases and the decrease can be linled objecti-elvto an
event oomirting after the inpairmrent loss was recognised, where the instmarent is a debt instorent, the inpairrent loss is
renersed through profit or loss, An impainment loss in respect of an equity irstnument classified & awmilable-for-sale is ot
renersed through profitor loss butacoounted fordirectlyrin equitse

Renegotiated loans

Where poszible, the Group and Barl: seel: to restruchure loans rather than to tale possession of collaberal. This mes itsolwe
exttending the pasrrent arrangerments and the agrestrent of new loan conditiors. COneé the tenre havwe besn renegotiated, ansy
inmairtent is meanned 1sing the original EIR as caloulated before the nodification of tenrs, and the loan is no longer
monsidered past due. Management contirmally reviews renegotiated loans to ersure that all oriteria are et and that fuhre
payirEnts are lilelyto oo, The loans confimie to be subject to an indisidual orcollective inpairtrent assessiment, caloulated
using the loan’s original EIR.

Collateral valuabion

The Group and Banl: seel: to use ocollateral, where possible, to mitigate its risls on financial assets, The collateral comes in
warions forms such as buildings, machinersy; furmiture and fistire and banl: muarantess. The fairwalue of collateral is gererally
assessed, ata minimum, at inception and based on the Banl! s reporting schedule.

To the extent possible, the Growup and Banl: wse actie
finaricial assets which do niothase a readil ydetenminable #%

Collateral repossessed

gy PanuatBepont
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Development Bank of Etinopia
Nofes to the consolidated and separate financial staterments
Far the year ended 30 June 2018

z.b.z Financialliahilities
Initial recognition and measurement

Financial liabilities are classified at initial recognition, as financial liabilities at fair walue through profit or loss and other
finarncial iahilitie=
&l finanecial liahilities are recognised initially at fair walue and, in the case of other financial liabilities, net of directly

attributable transaction costs.

The Group's and Banlk's financial liahilities include deposits fom customers, dett sscurities issued, borrowings and other
liahilitias, Intere st is recognised in profit or loss.

Suhbsequent measuremne nt
The measurement of financial liabilities depends on their classification, as described helow:
Financial Hahilities at amortised cost

Financial instruments issued by the Group and Bank, that are not designated at fair valua through profit or loss but are
claszified as financial liabilities at amortised cost, where the substance of the contractual arrangement results in the Group and
Bank having an obligation either to deliver cash or another finanecial asset to the holar, or to satisfy the obligation ather than
by the exchangs ofa fixed amount of cash or another financial assst for a fixed numbar ofown equity shares,

Aftar initial measurement, financial lahilities at amortized cost are subsequently mwasured at amortised cost using the
affectiva interest rate [EIR). fmortisad cost iscaleulated by taking into account any discount or premium on the issue and
coststhat are an integral partofthe EIR

The Bank's financial liabilities carried at amortised cost comprise customer deposits, margin held on letter of credit, deht
samurities issuad, long termdeposits and borowings

Derecognition of financial liahilities

& financial liahility is deracognised when the obligation under the liahility is discharged, cancellad or expires Where an
existing financial lability is replaced by another from the same lender on substantially different terms, or the terms of an
existing liahility are substantially mwodified, such an exchange or modification is treated as a derecognition of the original
liahility and the recognition of a new lability. The difference hetween the carrying walue ofthe original financial liahility and
the consideration paid is recognised in profit or loss.

z.6.3 Offisetting fmancial instrume nts

Financial assets and liahilities are offset and the net amount reported in the statement of financial position where the Bank
has alegally enforesable right to offset the recognised amounts, and there is anintention to settle on a net hasis or realise the
assatand sattle the liahility sivmltanecusly The legally enforceabla right moist not be contingant on future events and mmst he
enforceable both in the normal coursa of business and in the event of default, insolvency aor bankriptoy of the Bank or the
countarparty.

i cash flow statement, cash and cash aguivalents include cash on hand, non-redis
thio pia and amwunts dus ardemrE-amand or with an original mataridy

LN

significant parts of property, plant and equiprigent. azn aplaged tmtenra]s tha E'rrc-u
parts as individual assats with specific useful M aracid A o
are recognised in profit or loss as incurred.
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Development Bank of Eflnopa
Notes to the consolidated and sep arate financial statements
For the year ended 30 June 2018

Suhbsequent casts are incladed in the asset’s carrving amawmt ar recagnised as a separate asset, as apprapriate, anly when it is
prabahle that fisture econaniic benefits assaciated with the item will flaw ta the Graup and Bank and the cast af the iteni can
be measwred reliably The carrring amwauant af the replaced partis derecagnised.

Drepreciatian is calculated wsing the straight-line methad to allacate their cast ta their residual valees aver their estiniated
usefal lives, as follaws=

Assetclass Estimated Usaful Residual Yalue
Life in Ve ars
Matar vehicles 10 5%
Finnitura & fittings
-Ilad ivnr livad. fad 1%
-Lang lved 20 1%
Computer haniwa:re 7 1%
o aqaiprnant
~Med e lived. 5 1%
~Lang lived 10 1%
Lift and vaofing 15 1%

The Graup and Bankcammence dapreciationwhen the asset is availahle for wse. Land is not depreciated.

Capital warleine prao gress is mat depreciated as these assets are mat yet availahle for use. They are disclased when reclassified
during the year.

An item af praperty, plant and equipment and any significant part indtially recagndsed is derecagnised upan dispasalar when
na futwre sconamidc bemefits are expectad fram its use dispasal Any gain ar lass arising an derecognitian af the asset
[calculated as the differemce hetween the net dispasal praceeds and the carryving anount af the assat] is incladed in prafit or
loss whenthe asset is derecagnised.

Tha residual valaes, usefl lives and methods of depreciation of praperty, plant and equipment are reviewed at each financial
vear end and adjusted praspectively, if apprapriata.

z.¢ Intangible assets

Intangihle assatsacqguired separately are measured on indtial recagnition at ca st. Fallowing indtial reca gnitian, indangible assats
are carried atcast less any accunnalated amartisationand aceunmlated impairment lasses, if anoe

The useful lives af intangihle assets are assessad ta be either finite ar indefindte. Intangible assets with findte lives are amartised
aver the nseful ecana maic life. The anmrtisation periad and the amortization methad for an intangible asset with a findte nsefil
life are reviewed at least at each financial ye ar-end. Changes in the expected usefal life, ar the expected pattern afcansamption
af fitare econamic benefits embadied in the asset, are accomnted far by changing the arwortisation perind ar methadalagy, as
apprapriate, which are then treated as changes in acco mting estimnates. The amoartisation expenses on intangible assats with
finite lives is presentad as a separate line item in the cansalidated and separate statement af prafit ar lass and ather
comprehensive incame,

Awnrtisatia naf campuater safiware is caloulated using the straight—line metho d ta write dawn the cast af intangible assets ta
their residual valuaes aver the lawer af their estimmated wseful life, which is 6 wears, with ndl residual walae, ar the
licensey maintenancs period for purchased compuater saftware,

Z.10 Investment property

Praperty that is held far lang-term rental yield s ar far -:a.pi It Foi
P2

Facognition of investment praparties takes place anly 4y

with the inwestment praperty will flaw ta the BEank 3 .I

transferred.

Imvestment properties arapifrraretsipiially at cost, Sag

has applied desmed st P -‘\"‘\ 12 inrastin

praparty-at cost a glag '\._: e is b
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Notes to the cor n.‘mmf“e*fi and separate financial statements
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the year ended 30 June 2018

-

The fair walue of inwestrrent property reflects, atnong other things, rental incorre fiom orrent: lesses and assurnptions abok
rental incorre fromifutiee leasss in the light of ourrent roarket cond itiore.

The fair walue of investrrent property does niot reflect fithure capital expenditure that will improve or enhance the property and
does ot eflect the related fithre berefits from this fihre expenditiee other than those a rational roarket participant woild
take into amournt when deterrnining the walve of the property.

Bubsequent expenditire is capitalised fo the assets carrving arooumt only when it is prmobable that fubhore econorric benefits
associated with the experditure will flow to the Bank and the cost of the item can be rreasured mwliably 2ll other repairs and
e nhenarnce mets are expersed when inourred. When part of an insestirent property is replaced, the canving aroumnt of the
replaed part is derecoghised. Investment properties are deremegrnised when thevhave been disposed.

Depreciation is caloulated using the straight-live rrethod to allocate the cost to the esidual walves over the estirrated vsefial
life of govesrs, with a residual salue of 3.

Impairment of non-financial assets

The Bank sssesses, at each reporting date, whether there is an indication that an asset ey be inpaired. If any indication
exists, or when ammal impanrent testing for an asset is required, the Bank estitrates the assets recoverable anournt. An
asset’s recoierable armovmt is the higher of an asset’s or ceshrgererating 1mits (O3 fairvalue les costs of disposal and its
walue inse. Remverable anournt is detertrined for an individual asset, unless the asset does not gererate cash inflowe that are
largely indeperdent of those fiomother aesete or groups of assets. When the carrving armoumnt of an asset or O3 expeed s ifs
recoiErahle arnork, the assetis mnsidered inpaired ard is written dovwn to its recosverable arroumt,

In sesessing value in vse, the estirmated fubire cash flowe are dismunted to their present walue using a pre-ta discount rate
that reflects current: rrarket assesaments of the e wlhee of morevarnd the risks specific o the assst, In deterrmining firsahie
Ess costs of disposal, recent merket fransactions are tlen into acoomt If no such trarsactiors can be identified, an
appropriate valuation model is veed.

The Bank bases its itnpairirent caloulation on detailed biadgets and forecast caloulations, which are prepared separately for
each of the Bank's OG1s to which the indisidual assets are allocated. These odgets and forecast cloilations senerally cover a
period of five years. For longer periods, a longtenn srowth rade s calodated and applied to project futue caeh flowe after the
fifth vear.

For sssets exchading gpodwdll, an sssessrrent is made at each reporting date o deterrrive whether there is an indication that
presansly recognised impadnrent losses no longer exst or have demeased . 1f such indication exists, the Bark estirretes the
ameet’s 0r 051 reconerable arnount. & presdously recogrized inpairtment loss is reversed only if there hes been a dhange inthe
assurnptions 1sed to determrine the asset’s recoserable arrorit since the last inpainrent loss wes reoognizsed. The eersal is
litrited =0 that the carrving arrount of the assst does ot exeed its recovermbe amoumnt, nor expeed the caning aroumt that
would hae been detenmined , net of depreciation, had no irmpairrrent loss been recogrissd for the asset in prior wars. Such
reversal is recogrised inprofitorloss.

Other assets

Oﬂlerassetsalegnﬂaﬂgrdeﬁmiasdalmhﬁ]ﬂa@uﬂtuﬂmeﬂnﬁas for the fithre receipt of roney or other benefits. The
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the year en -:‘ie{s Jo0June 2018

213 Fair value measurement

The Bank nesres financial instnurents classified as available-for-zale at fair value at each staterrent of financial position
date. Fair walue related disclosures for inancial instmarents and non financial assets that are measured &t fair walue or where
fair walies are disclosed are, surrmmarised in the following notes:

» Disclosures forsaluation methods, significant estinates and assunmotions Motes sand MNote 471
» Cuantitative disclosures of fair sahe measurerment hisrarchy Mote 4722
» Financialirstnuments (including thos gcarried at amortized cost) Mote 4,72

Fairsalue iz the price that sould be recsised to sell an asset or paid to trarsfer a liahility in an orderly fransaction betwesn
market participants at the measirerrent date. The fair e messurement is based on the presurrption that the transaction to
aell the assetor trarefer the liabilityrtales place eithers

» In the principal market for the asset or iabdity, or
» In'the abserce of a principal market, in the most ad antagenus market for the asset or liabilite

The principal or the most advantageous et nost be aocessible 1o by the Banle

The fair value of an asset or a liability is meanued using the ssswrptiors that matket participants would 1se when pricing the
asset or liabilitsy, assurming that market partici pants act in their econormic best interest.

The Bank uses waluation techniques that are appropriate in the cimurmstances and for which sufficient data are asailable o
meanue fair value, madmising the 18e of Eleant obserable inpats and minirmising the use of itmobsersable inpats.

All azsets and liahilities for which fair walee is neasured or disclosed in the financial staterments are categorised within the fair
walue hierarchy, described a8 followe, based on the lowest lesel input that is significant to the fair wahe neasurement as a
witiole:

s Lewel 4 — Onoted (madjusted) market prices in active markets foridentical assets or liabilities.

» Lewgl 2 — Valuation techniques for which the lowest lewel input that is significant o the fair walue measarenent is directlsor
indirecty observable.

» Lesel 3 — Valuation techriques for which the lowest lesel input that is significant to the far wahe neasurerment is
o beervable.

For assets and liahilities that are recognised in the financial staterments on a reoarring basis, the Bank determmines whether
transfers hawe ooounred between Lesgls in the hierarchy by re-assessing catemprisation (hased on the lowest lesel input that is
aignificant to the fair valve measurerment as a whole) at the erd of each reporting period .

The Banl’s managerrent deterrrines the policies and procedures for both moutring fir wlue measrenent, such & available
for-zale financial aszets,

For the purpose of fair walue disclosires, the Bank has determrined classes of assets and liabilities on the basis of the nature,
characheristics and risks of the asset or lahility and the level of the fair walue hisrarchyr a5 explained abose.

2.14 Employee berefits

The Bank provides various post-enplosarent scheimes, mcludmg both defired berefit and defined contribution pension plare
ard postenplowrent benefits,

() Defined condribnition plan
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements

For the year ended 30 June 2018

The liahility recogrized in the staterrent of financial position in espect of defined berefit petsion plans is the present walue of
the defived benefit obligation at the erd of the reporting period.

The defined benefit obligation is @lodated arrmally by indeperdent: actiaries wsing the projected unit credit method. The
present wlue of the defired benefit obligation is deterrmined by disconmting the estinated futhire cash outflowve veing inkerest
rates of highrquality corporate bords that are denorminated in the murency in which the berefits will be paid, and that hae
fEnre o mahrity approsdimeting to the terrre of the related persion obligation.

The ourent service msat of the defined benefit plarn, recognised in profit or loss in ermplovee benefit espense, except where
irchaded in the cost of an asset, reflects the increass in the defined benefit obligation resulting fiom enploves ssrice in the
ourrent war, berefit changes ourtailirents and settlerrents.

Past-serdce costs are recognised imrmediatelvin inoome.

Arharial gains and lossss arising fiomexperience ad justrents and changes in actuarial assurmptions are charged or oredited o
equityin other corprehensive income in the period inwhich thev arise.

(o) Termination benefits

Termrinetion berefits (such & severance pay pension prize and fimeral benefite ) are pawaHe to enmplovess wihen
enplovirent is terminated by the Bank before the nonral refirerment date, or whenewer an enploves accepts solurtatmy
redurd ancy in eschange for these benefits. The Bank recognises tenmination benefits when it is dermonstrably corarmithed to
gither: tenminating the erplowrent of cunent enplovess amording o a defailed formal plan without possibility of
withdrawals or prosdding terrination benefits & a result of anoffer nadeto enmurage wluntary redund anoy.

(d) Borus plars

The Barlk recogrises a liability and an experse for borases based on a forrmala that tales into onsideration the net profit
generated after certain adjustirents. The Bank recognisss a provdsion where confractually obliged or where there is a past
practice that has oreated a constructi-e obligatiorn.

2.15 Provisions

Provisions are remgiised when the Bank has a present obligation (legal or constacti+e]) as a result of a past event, it is
pmbable that an ouflow of esourees emmbod wing econormic benefits will be required to settle the obligetion and a mliable
estirnate can be made of the arommt of the obligation. When the Bank expechs some or all of a prosdsion to be reirrbursed, for
exaErple, thder an insurance contract, the reirrburserrent is recognised as a separste asset, bt onlywhen the reimborsernent
iz wirtually mertain. The expenss relating to a provision is presented in the consolidated and separate staterrent of profit or loss
and other conmrehensise inoome ret of aryreirnnserrent.

If the effect of the tirme wwlue of rroney is material, prosdsions are dismunted using a ourtent pre-tax mie that eflects, when
appropriate, the risks specific o the liahilite When disconmifing is used, the increase in the provision due to the passage of
firre is recognised as other operating expensss.

of is a stahubory reserve to ..au-a.-- 3]
fird is equal fo theu:apital. e o
2 il reserve soooumt shall be 10780 FTHE
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the vear ended 30 June 2018

Bank asalessee

Leases that do not trarefer to the Bank substantiallsy all of the rsks and benefits incidental to ownership of the leased itenE are
operating leases . Operating lease pastrents are recognised &8 an expense in profit or loss on astraight-line basis ower the lease
tertr Contingent rental pasable is reoognised as an expense in the period inwhich it is inoered.

Bark asalessor

Leasss where the Bank does rot transfer substantially all of the risk and berefits of ownership of the asset are classified as
operating leases. Rental income is recorded as earmed based on the contractual terrns of the lease in Other operating inoome.
Initial direct costs inourred in regptiating operating lesses are added to the carrving arount of the leased asset and reoognised
over the lease tentn on the sare hesis as rental inoome. Confingent rents are recogrized as revene in the period in which they
are earmed.

210 Income taxation
(@) Current inoorne fae

The inoome tac expense or aredit for the period is the ta pasable on the ourrent period’s tadable income based on the
applicable incone tax rate adjusted by changes in deferred taxassets and liabilities atributable to termporarydifferences and o
urnized tax losses.,
The current income e charge is caloulated on the basis of the feeclawe enacted orsubstantivelyenacted at the end of the

) Defarred oo

Defened tax is recognised on termporary differences arising between the tax bases of assets and lahbilities and their carring
atrounts in the financial staterrents.

Defened ta is detertrined wsing tax rates and lave that have been enacted orsubstantivelyenacted by the reporting date.

Defened tax asssts are recogrised only to the extent: that itis probable that fuhare taxable profit will be asadlable agrinst which
the termporary differences can be utilised.

Defened tax assets and liabilities are offset when there is a legally enforceable right to offset mrrent tax assets against ocunent
tau liabilities and when the deferred taves assets and liahilities relate to dncore tases levded by the sare teeation authorityron
either the sarre tavable entitvor different taxable entities where there iz an intention 1o settle the balarces on a net basis.

Deferred tax assets and lishilities are only offset when thewv arise in the same e reporting group and where there is both the
legal right ard the intention to settle on a ret basis or o realise the asset and settle the liability sirualtanen sl

220 Changes in accounting policies and disclosures
MNew 5 tandards, amend ments, interpretations issued bt not yeteffective.

A marmber of new stardards ard  amendrments o standard s and interpretations are effectise for armual periods beginning aftier
2 June 2018, and hae mt been applied in preparmg these ﬁmnc:lal staterrents. Mone of thess is expected to hase a
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the year ended 30 June 2018

(a) Clasgfication and medstiernrert

IFEZ2 g require all inancial asssts, exmpt equity instmurents and deri<atives, to be assessed based on a conbination of the
entity’s business model for nEnaging the assets and the instunents’ contractual sh flow characteristis. The 183 o9
neamrerrent categories will be replaced ben fair sahe through profit or loss (FVPL), fEr salue thiough other conmrehensive
incorme (FW2CTD, ard ammortized cost. IFRS g will also allows entities to continue to inesncably designate irstnarents that
gualify for anortized cost or fair sahe theough OO as FYVPL, if doing so eliminates or significantly reduces a messiurerrent or
recognition irconsistency, Equity instmarents that are not kel for trading may be inevmcably designated as FVOCT, with no
subsequent reclassification of gains or losses to profit orloss. The acoomiting for financial lishilites will largely be the sarme as
the requirsrrents of 1A% 59, expept for the treatirent of gaire or losses arising from an enfits’s own credit riske relating to
liabilities designated at FWPL. 2udh noenents will be pressnted in OCT with o subsequent redassification o profit or loss,
1mless an acommting rmsnrabch in profit or loss swould arise.

Having completed its initial assessmernt, the Bank has mnchaded that loans and adswances to oustorrers, teasarsy hills,
govemrent bonds and other financial assets that are classified as loans and reeivables urnder 142 50 are expected o be
neasured at anortized cost tnder IFRS garnd equitirinrestirents will be classified as FW2C.

(B Irparrert of finaoal assets

Urder IFEE g, the Group ard Banlk: will group its loans into Stage 1, Stage 2 and Stage =, based on the applied inpainment
nrethodology, as deacribed belowe

= Btage 1 — Perfonming loans: when loans are first recognized, the Group ard Bank recognize an allowance based on 1z-nonth
experted credit losses.

= Btage 2 - Underperfonming loans: when a loan shows a significant increase in oredit dsl, the Group and Banl: record an
allowance for the lifetine expected credit loss.

= Btage 5 - Inpaired loans: the Group and Bank remenize the lifstine expected credit lossss for thess lnans. In addition, in
Btage 5 the Barl accnues interest incone on the armortized oost of the loan et of allowenoss.

When estirmating lifetine ECLs for undrawn loan cormri trents, the Gioup ard Banlk: wall:

= Estirate the expected portion of the loan comrmitrent that will be drawn down oser the espected life of the loan
conrmitrrent; and

= Caloulate the present <alue of cash shortfalls betwesn the mnfractual cash flowe that are due to the enfityy if the holder of the
lnan conmr rrent dresee down that expected portion of the loan ard the msh flowe that the entity expects o receive if that
expected portion of the loan is drasm down.

For financial guarantes contracts, the Grmoup and Bank will estimate the lifetine BECLs based on the present sahe of the
expected pasmrEnts o eitrdnarse the holder for a credit loss that it inmes less any anounts that the muarentor expects to
receise fiom the holder, the debtor or any other partys If a ban is fully suaranteed, the BCL estitnate for the finandal
guaranhes contract wonild be the sarme as the estirmated cash shortfall estittate for the loan subject to the guarantes.

For resoling facilities such as oredit cards and overdrafts, the Banl ineamures ECLs by detenmining the period over which it
expects to be exposed to credit risly, taldng into acommnt the oedit risk nEnagement actions that it expects 1o tale once the
credit risk has increassd and that sere to mitizate losses.

fATRE o areersa of the PPN i, estingted o be Birr
datefmmlﬁﬂ agto IFRS decrease to be

Hon. Hence, this write- g itine inpact on the ¢
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements

For the vear ended 30 June 2018

(e ) Hedge aoomning

IFEE g allowe entities o contine with the hedse accounting urder 143 =9 even when other elerments of IFR2 g beoome
rendatory on 1 Jamary 2018, The new hedging miles are, howeser, ot expected to inpact the Group ard Banlke in the
foresseable fuboe.

IFRS 15 - Revenue from contracts with customers

IFEE 15 was issved in May 2014 and establishes a five-step model o acooumt for resene ansing fom contracts with
cushorrers, Under IFRS 15, revene is mecoghised at an arrount that reflects the consideration to which an entityrexpects fo be
entitled inerchange for transferting epods orserdcss to a oustorer.

This standard deals with resenue reoognition and establishes principles for porting useful informstion to users of financial
staterments about the nabtare, amourt, tming and uncertaintsrof ewenue and cash flowe arising from an entits contracts with
mustorers. Revenme is recoghnised when a custormer o btains contol of a gpod orserdce and this has the ability to direct the
1se and obtain the benefits frorm the good or serdce.

The standard replaces 1A% 13 ‘Rewnue and IAS 11 Tonstruchon contracts” and related interpretations. The stardard is
effective for anral periods beginning onorafter 1. Jamiary 2013 and earlier application is perrmithed.

Howeser, the adoption of IFRE 15 is not expected to have ang sigrificant inpact on the Group and Bark &5 the presdoe
accmting freatment 48 more or less sirmilar to that of this standard. Further, the Grmoup and Bank does not antici pate earls
adoption of this standard, & it would be effectise on or after 1 Julsy 2013 for entities preparing financial staterments using an
acoonmiting vear which rure from i July o 50 Jure of each sear.

IFRS 16 - Leases

This standard wes issued in January =010 (effective 1 January 2o1g) . It sets out the principles for the recognition,
meanuenEnt, presentation and discloswre of leases. The objecti+e i3 to ensure that lessess and lessors provide relesmnt
information in a menrer that f&ithfully represents those fransactions. The standard introduces & single lessee acocounting
rode] and requires & lessse to recognize assets and lahbilities for all leases with a term of nore than 12 ronths, umless the
urderling asset is of low wmlue. A lessee is mequired 0 recognise a right-of-use asset memresenting its right to use the
urderling leased ssset and a lease liability representing its obligation to male lease pastrents. It also substantially carries
forward the lessor acoounting requirernents in 1AS 47,

Gererally, the profit or loss reoognition patterm for recognised leases will be sirmilar to finance lease acoounting, with interest
ard depreciation expense recoghised separatelirin profit orloss.

IFEE 1b6is effective for annual periods begimming on or after 1 January 2oig. Eadly application is pertritted provided the new
reverie standard, IFRZ 45, is applied on the same date. Lessess roust adopt IFRS 10 1sing either a full metrospectve or a
rodified refrospective apprmach.

The Grmoup ard Banl: does mot antici pate earlyvadoptionof IFRE 16 ard is murrentlyevmluating its inpact.

Amendment to IAS 4o - Transfers of Investment Property

The arrendments clarifi that transfers to, or fiom, investment ptmpertycam onlybe nade if there has been achange in wse that
is supp:urted byeudsnce A change in use DOCUIS when the pos Py T -_-. O CRESES o maet, the definition u:ufinvastrmnt
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Development Bank of Ethiopia
Notes to the consofidated and separate financial statements
Forthe year ended 30 June 2018

IFRIC Interpretation 22 - Foreign Cunrency Transactions and Advance Consideration

The interpretation clarifies that in determining the spot exchange rete to use on indtial recognition of the related asset, experse
or incorre (or part of it on the deremenition of a norronetary aset or on-roretary liabilitr welating to adence
corsideration, the date of the transaction is the date on which an entity indtially recognises the normrmonetary asset or non-
roretary liability arising from the adwance consideration. If there are nultiple pawrents or receipts in adwmnee, then the
entityrmst detenmire adate of the fransactions for each pamrent or receipt of advence mnsideration.

Entities ey apply the arrendrments on a fully etrospecti-e bagis. Allemati-ely, anentity ey apply the interpretation
prospecti-ely o all assets, experses ard incotre inits soope that are initiallyrecognised onor after:

(i) The beginning of the reporting period in which the entityfirst applies the interpretation or;
(i) The begitming of a prior reporting period presented as comparative inforrration in the financial staterrents of the reporting
perind in which the entityfiret applies the interpretation.

The effective date for the arrendirent is 1January 2018 and the Group and Bank: can chooss to applveither retrospectiselyor
prospectively,

3 Significant accovmting judamments, estimates and assumptions

The preparation of the Bank's financial staterrents requires rmanagerrent to make judements, estirnates and assumptions that
affect the reported arrournt of revernues, experses, assets and labilities, and the acconmpansing disclosures, a8 well & the
distlosure of mntingent liabilities. Tncertainty about these assunptions and estirnates could remalt in outoores that equire a
rmaterial adjustrent to the carrving arrount of assets or liabilities affected in fithare periods.

Cther disclosures relating to the Banlds exposure to risks and tmcertainties include:
= Capital mshagerrent Mote 4.0

= Financial risk rranagerment ard policies Mote 4

= Sensi Hvi ty analvess disclosues Note 4.54

2.4 Judgments

In the prooess of applying the Bank's acooumting policies, mansgetrent has made the ollowing judgrrents, which have the
rrost s grifi cant effect on the armoumits recognised in the financial staterrents:

Operating lease carranitiments - Bank as lessee

The Bank has entered into cormrrercial property leases. The Bank has determined, based on an esaluation of the termre and
corditions of the arrangerrents, such & the lease term not constitating a substantial portion of the econorric life of the
corrrercial property, that it does not retain all the sigrd ficant risks and revards of ovnership of these properties and acoomurits
for the contracts as operating leasss.

3.2 Estimmates and assumptions

e Banl: based its assurrptione and estirnates on parsareters avadlable when the financial staterrents vwere
purretances ard assu:rmtu:um about e dme]upnmts hummm‘, ey change due st

dmiv=rEtets that are not 1rdmdua]l§,rs'
rje:rmﬁﬂd bt which, experience and obses &
individually sigrificant financial assets that et
collateral obtzired would arise within =4 rmorts
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For the vear ended 30 June 2018

Managerment uses estirrates based onhistorical loss experience for assets with credit risk characteristics arnd ohjective esddence
of irrpairtrernt sirrlar to those in the portfolio, when scheduling its futare cash flows. The methodologyand assunptions used
for estirnating both the armoimt ard tirnng of fubre cash flove are edevwed regalany to reduce arey differences betwesn loss
estimates and actual loss experience.

The 1se of historical loss experience is supplerrented with significent maragenent judgment o assess whether cunent
eoonormc and credit conditiors are such that the achual level of inkerent losses is likely to differ fiom that sugsested by
histotical experience. In moral cimarrstances, historical experience provides obiectisve ard relesant inforration frorm which
to assess inherent loss within each portfolin. In other cirmunetances, historical loss experience provides less relevmnt
information about the inkerent loss in a given portfolio at the reporting date, oresanple, where there have been changes in
eoonormc conditions such that the nost recent trends in risk faciors are not fally reflected in the historical information. In
thiese cirmurmstances, such risk factors are taken into acoount when caloulating the appropriate levels o finpaitnent allowences,
by adijvsting the inmpairtrent loss derived solelyr o historical loss experience.

The detailed methodologies, areas of estirmation and judgiment applied in the caloulation of the Bank's inmpaiment chargeon
financial assets are set outin the Finarcial risk meanagement section.

The estimation of inpairtrent losses is subject to tmeertainty, which has incessed in the ourrent econo mic ensdmnrment, and
ig highly sensitive to factors such as the level of eonoric activity, urenplosrent mtes, property price frends, and interest
rates. The assunptions urderdwing this judgment are highly subjective. The nethodology and the assunptions weed in
calmilating inmainrent losses are eviewed mgalarly in the light of differences between loss estirmates and actual loss
experience. Bee note 4.%5 for nore information.

Fair value meanganert of finand o instrenents

When the fair walues of financial sssets and financial lisbilities recomded in the staterrent of financial position carmot be
meanued based on gquoted prices in active markets, their fair walue is measred 1sing w=luation techniques including the
discourted cash fow (DCF) rodel. The inputs to these nodels are taken from obsermble narkets where possible, but where
thiz iz rot feasible, a degree of judgment is required in establishing fair \lues. Judgrents include considerations of inputs
auch as liquiditrrislk, credit risk and wlatlite Changes in sssurphions about thess factors could affect the reported fair value
of finarcial instrunents. See Mote 4.7for frther disclosures.

Defined bengfit plans

The cost of the defined benefit pension plan, long serice averds, gratuity schene and post-enmlorent medical benefits and
the present value of these defired benefit obligatiors are detenmined using actuarial saluations. An actuarial wsluation insmles
raking varions assunptions that mey differ fiom actual dessloprrents in the fihue. These include the deternmmination of the
discoumt rate, futire salary incresses, morality mtes and fubre pension increases. Due to the conplesxdties immlved in the
wvaluation and its longtenm nabtae, a defined benefit obligation i highly sersitise to changes in these sssunptions. Al
assuirptions are reviewed at each reporting date.

Deprecidtion and carrying value of property, plant and equiiprirent

The estirmation of the wehil lives of assets is based on managenent’s judgrent. Anv materal adjustrent o the estirnated
nsefil lives ofiterns of propertyrarnd equiptoent will have an inpact on the canming value of these itEnE.

Imparment of non-finmicicd assels

Irrpairtrent exists when the caning walue of an asset or ca

=k P Brranit exvceeds ite recoverable armount, which is the

g -'i-"'w.:_K costs of disposal caloulation is based on
avmilable data fiom binding sales transactons, cond : »

sensitive to the discoumt refereed
grovwth rate tsed —:7'-*:;'# AL
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In assessing whether there is anvindicatio n that an asset ravbe imnpaired, the Bank considers the following indications:
(i) External information

» there are obeervable irdications that the assets walue has dedlined during the period sigrnificantly roore than would be
expected as a mesultof the passage of tinre or normral vse.

» gignificant changes with an ad<emse effect on the Bank hawe taken place during the period, or will take place in the near
futire, in the technological, market, ecorommic or legal ensdronrrent in which the Bank operates or in the market o which an
smsetis dedicabed.

= market interest rates or other market rates of rebum on investrrents have incressed during the period, and those increases
are likelv o affect the discount rate wsed in'caloulating an asset's smlig in tee and decrease the asset's reoowermble arrount
rraterially,

(i) Intermal information

» evidence is avedlable of obsolescence or physical darmage of an asset.

» gignificant changes with an adverse effect on the Bank havwe taken place during the period, or are expected to take place in the
rear future, in the extent to which, or manrerin which, an asset is used or is expected to be used. These changes include the
agset becormitg idle, plans to discontinue or restuchare the operation to which an seset belongs, plare to dispose of an ssset
before the previouslvesxpected date, and reassessing the wsefil life of an asset &8 finite rather than indefinite.

» evidence is avedlable fivm internal reporting that indicates that the econormic performrance of an asset i, or will be, worss
than expected.

At the end of the reporting period, there was o indication that an asset mayhave been irnpadred.

Txves

Uncertainties exst with respect o the interpretation of conplex tax regulations, changes in ta lawe, and the amount and
firring of future taable incomme. Differences arising betwesn the actual results ard the assurmptions rrade, or fuhue changes o
such assunptons, could recessitate fuhire adjstrents o t&x inooire and expense alread v recomded. The armoumt of such
provizions s based on various factos, such s experience of previous tax adits and differing interpretatiors of tax regulations
brrthe fecable entity and the responsible tax aathority.

Deferred tad assets are recognised for tmused tax losses to the exdent that it is probable that taxable profit will be amdlable
agairst which the losses can be utlised. Significant managerent juderent is required to deternmine the armount of deferred tax
amsets that can be eoognised, based wpon the likely timing and the lewel of futre taxable profits together with fubue ta

planning strategies.

01188681296 |

0111541235
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4 Financial risk management
14 Introduction

4.14

4.3

Annual Report

Risk iz inkerent in the Bank's activities, but is mensged thiough a process of ongping identification, rmeasmuement and
ronitorng, subject to risk limits and other controls. This process of risk menagerrent is oritical to the Group's ard Banlds
conkinuing profitabilityand each indisidual within the Group and Bank is aooountable for the risk exposures elating to his or her
responsibilities. The Group and Bank are exposed to aredit rsk, liquidity risk and market sk, Tt is also subject to muntry risk and
SEKI0S operating risks.

The irdererdent risk mntrol mooess does mot indude siness risle such & dhanges in the ermdronrment, techrology and
indistry The Group's and Banld's policyis 1o rronitorthoss business rsks throwugh the Banlds stratemic planning prooess.

Risk management struchne

The Board Risk Sub-Corrrnites, a subset of the Board of Managerrent, is resporsible for the owerall rsk rrensgerrent appmech
ard for approvdng the rsk managerrent stratemies and principles. It also has the resporsibility to roonitor the owerall Hsk process
within the Group and Bank.

The Sshior Marggerment (Bxeoutive Managerrent) Comamittes chaired by the President has the overall resporsibility for the
deeloprrent of the risk strategyand inplernenting principles, frarmeworks, policies and litmits, Ttis also responsible for menaging
risk decisiorns and monitoring risk levels and reports ona ronthlybasis © the Board Risk Sub-Conrrnittes.

The Risk Managerrent [Tnit is responsible for inplermenting and maintaining risk related procedures to ensue an independent
contm] pomss is maintaited. The unit works closelywith the Bxeoutive Managerrent, Board Risk Sub-Corrrrithes ard Ssset and
Liahilitw M anagetrent Conrmithes to erswre that promedines are cormpliant with the overall framewon.

The Risk Mansgetrent TTnit iz resporsible for ronitoring corrplianes with risk principles, policies and lirmits agoss the Banlk. Tt
carries otk an essessrment of riskonan ad hoo basis o ronitor the Banld's indeperdent control of risks, including toonitoring the
risk of exposires agairet litnits and the assessment of risks of new mroducts and struchared fransactions. This 1mit also ensares
the complete caphure of the risks in risk mreaswerrent and eporting sweterns. Expephions are eported, where recessary, to the
Erecitive Managerrent Cormrithes and Asset ard Liability Managerment Corrrithes, ard further to the Board Risk Sub-
Corrrrithes ard the melesvant actions are taken to address esceptions and anyraress of wealmess.

The Group's and Bank's Tressury and Fund M atagerment Tnit is responsible for menaging the Bank's financial assets, financial
liahilities, capital strachure and the oerall financial stnachare, Tt is also primearily resporsible for the furnding and liquddity risks of
the Bank, it tertrs of menaging the asset and Kability mahuri trgap analwis.

The Group ard Bank hase established a cormrehensise risk menagerrent program (sweter) in line with the intemationally
amepted risk rmanagerrent principles and best practices to suit the risk profile of the Groupand Banl.

The Bank hes also set up the Asset ard Liabdlity Managerment Corittes (ALODY, Loan Apprmoval Corarittes and Loan Resdews
Corrrrithes which are resporsible for deseloping arnd monitoring the Bank's risk managerrent polides intheir provdnee of duties.

The Bank has established a Chirese Wall betveen and armong aredit wniite like client relationship, loan appredsal, loan resd e and
loan approval.

The Banlds policyis that the risk mansgerment processes throughout the Banke are andited armsally by the Intermal faodit Unit,
which exarmines both the effedhiveress and adequecy of the procedires ard the Banlds conplisncs with the procedures. Inbermal
Andit Unit discusses the results of all assessiments mthmana@nﬁm ard rep:urts its findinge arnd recorrrendations to the Board
Anadit Sub-Corrrithes.,

Financial instruments by category

b:'theagregaﬂne
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Moritoring and contolling rsks is prirrarily perfonmed based on lirmits established bthe Banl. These limmits reflect the business
stratemy ard market environrent of the Bank as well & the lesel of risk that the Bank is willing o acoept, with additional
ermphesis on selected egions. Inaddition, the Banls policvis to meanmre and ronifor the overall risk bearing capacity in relation
o the agmeeete risk exponue acrmss all sk types and actisities.

4.1.3 Riskmitipation

Fisk corfrols and mitigating rrechendstre, identified and appeosed for the Bank, are dooarrented for existing and new mrooesses
ard avsterrs.

The adequecy of these mitigating rmecharnisims is tested on a periodic basis through administration of confm] self-sssessrrent
questiornaires, tsing an operational risk menagerment tool which requires riskowners to confinmn the effecti-eress of estahlished
mntrols. These are subsequentlyaadited as part of the review process.

4.z Finanrial inshionents by category

The Banld's finarcial sssets are classified into the following rresanrerrent cabempries: available-for-sale and loare and eeimbes
ard the firarcial lishilities are clagsified into other liabilities at amortized st

Finarcial instnprents are dassified in the staferent of financial position in asoordance with their legal form and substanoe. The
Bank's classification of its finencial sesets is suprrmarised in the \eHe belowe

Group
Notes For-Sale receivables Total

30 June 2028 Birr'ooo: Birr'ooo: Birr'ooo:
Zash and bank balaroes 14 (at=SicY et [al= i o
Loans ard ad+ences to ostormrers ic, PO, TET B, 2T
Itrestzrent secarities:

- Sovzdlable for sale 16 1575 11,77

- Loare and receivables 16 04,349 024540
Cther aasets 18 2A00, 340 2 A0E3A0
Total financial assets 113 Toassse ~oazgozf
Bank

Avpilable Loans and
WNotes ForSale receivables Total

20 June 2o Birtr'ooo Birtr'ooo Birr'ooon
Cash and hank balances 14 G790 epctecn
Loans ard adwnces to ousiorrers 15 =R 20, 72T
Irrvestrrent securities: : ;

- frvadlable for sale 16 11,570 = 11,570

- Loars and receivables 16 Lm0 FbEa349
Crther sssets 18 b m 06

gt 70,318 .940 T, 0. 36

0118861298
0111541235
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Notes to the consolidated an d separate financial statements
Forthe year ended 30.June 2018
Bank
MNotes Furﬂalu; mt:qna.'bles _Total

30 Jianezo1r Birr'ooo Bitr'o0o0 Birr'ooo
Zash ard bank balarces 14 50,0085 4504005
Loare and advenoes to oustormers i5 b=y e FFOO7E05
Inrestrent semrities:

- Brmilable for sale 10 11,770 770

- Loars ard receivahles 16 15,035,044 1503044
Cther assets 18 e, 50E 2=,a0z
Total financial assets 370 q7qTio56 47.482,432

Available- Loans and
Motes For-S5ale receivables Total

1July 2ou6 Birr'ooo Birr'ooo Birr'ooon
Cash and bank balances 14 G045 H 04T
Loars and advences to custorrers ig prule e = b =
Inestrent semrities: -

- frmdlable for sale 1 11,770 M=

- Loars ard receivables 16 Lqootass 14,590,128
Cther ssets 18 igpzce igiace
Total financial assets 1130 45821508 4583207

4.7 Creditrisk

Zredit risk is the probability that & coumterparty of the Banlke will not mreet its obligations in amordance with agreed tenmes and
corditions which mery lead o finandal loss. The Bark iz exposed to credit risk due to activities such as loars ard alvwances, lInan
oornrmitrrents arising fomlending actisities, credit enhanerent provided such a5 financial guarantess and letter of credit.

The Bark adopts a corgervative appmach o oredit risk. Where appmopriate, the Banlke interenes in'the econorny and provddes
guarantees in the financial swtermto prevent swwtermicrsk.

4.34 Management of credit risk

fa

In rresring credit risk of loare and mecei<mbles to sarious colmterparties, the Bank corgiders the chatacter and capacityof the
obligor to pesr orrrest contractial oblisations, ourrent exposures to the cowrter partyyobligor ard its likely fuhare develomrrernts,
credit history of the coumterpartsyfobligor; and the likely reovery mitio incass of defaudt obligatiors-walue of collatersl ard other
waE ot O credit exposie comprises wholesale and retadl loans and receisshles which ae devsloped o reflect the niesds of
ouroustorrers. The Banlds policyis to lend principallvon the basis of our custorrer’s repastrent capacity through quentitati-e and
qualitative evaluation., Howesver we ersure that our loars are backed byroollateral to reflect the risk of the obligors and the nahoe
of the facility

In the estirration of credit risk, the Bark estitnates the following pararmeters:

Probability of Default

) Loss Given Default

fc} Exposme af D

This remresents i
utilisation of the
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For the vear ended 30 June 2018

4.3.2

(a)

)

4.33

4.3.4

{a)

Itrpadttrent asessrrent

The Bank assesses its inpainrent for the purpose of IFRE eporting wsing a two-wesr appioach which are individial sesessrrent
ard portfolio assessrrent.

Brecific assessrrent

The Bank revieve and revises edsting impainment trigeers for eadh loan asset portfolio o ensge that a trigeer identifies aloss
esgnt a8 eard vas possible, which would result inthe earliest possible recognition of losses within the IFRE frarmewor:. The Bank
then estirnates the impainrent based on the shortfall between the present value of estimated fuhae cash flove and the asset
CRITViNE atrount.

Zollective assessrrent

Loans ard receivmbles that are not specifically irmpaired are assessed 1tmder collechive impainment. For the purpose of collectse
inrpainrent, financial assets are mouped on the basis of simrilar credit risk characteristics that are indicative of the debiors abdlity
o paall arnoarnts due aoooiding to mitractual terrrs.

The Bank sererally bases its analwes on historical experience. The collecti e assessmrent takes acoourt of data fiom the loan
portfolio {such a8 historical losses on the portiolio, lewels of anears, oedit whlisation, loan to collatersl mtos and expected
receipts ard recoveres once impaited) or econorric data (such &8 ourrent econormic condiions , uremplowrent levels and loml or
irdustry-spedfic problerns). The approsimate delay between the tirne aloss is likely to hese been inmrred ard the titre it will be
identified & requiring an indiddually sssessed impainrent allowarnoe is also taken into consideration. The impainment allowene
ia resiewed byroredit rrenagerrent o ensure alignrrent with the Banle's overall polioe

Credit related oo trents risks

The Bank holds collateral against loans and reeiables to oastormers in the forrn of bank guarantess and property Estitnates of
fair value are based on the value of collatersl assessed ot the tine of lending, and gererally ae pdated every three wears expept
when aloan is indisddually assessed & inpaired.

Credit risk exposure
M aed rrurmexposre to credit risk before collatersl held or credit enbancerrents and natire of seomity

The taHe below showe the Group's ard Bank's mesdrmom exposure to credit risk which is represented by the et canrving arourts
in the staterrent of financial position and the fGir <&lue of collateral and oedit enhanemrents keld &t so0une 208, 0 0ue 207
ard moJure 2o, respecti-el v is shown as followe:

Group
30 Juanezo18 Fair value of collateral /securityand credit enhancements
exposure to Property . (inchading Total
it ik s Cniae)
Birr'ooo Birr'ooo Birr'ooo Bitr'oon Birr'ooo
Gobg55
204,327 20400271 158,354 1,341 o052
1,350
2549
S100,540
70430028 20062714 158 384 E B
T H-
F 2
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Bank Fair value of cu%{s&:uﬁgmﬂ r.:red.it enhancaments
530 June 2018 Maxiremm
exposure in ‘Bank (:mhﬂing :
creditrisk Propedy  guarantees  L/CDMargin) Total
Birr'ooo Birr'ooo Bitr0o0 Birr'ooo Birr'noo
Zash ard bank balances fale oty
Loars and adverces to Sodid, 527 2obemid 155,7R4 BT R c-) == e
Inreshrent secrities:
- Armilable for zale 11,370
- Lioars ard receivehles T34
Cther assets 2,100,344
m.az0. 30 20,002,714 aglgfy  a3qqa3z z2ab652m
Credit exposues welating o
off-balanme sheet iterres:
Loan cormritrents 2048080,
Letters of credit 8405 148,377 1482777
Cuararitees [ ML Tal
25,038 goz 1482 377 1482377
Total maxirmunerposue Safig 2aff
Bank
30.Junezo17
Cash ard bank balarces 404005
Loars and advarees to 2RERE05 15,555,073 =" Tate . 7Rl b= =E Rl
oEtorErs
Ineshrent semrities:
- Argilable forzale 11,370
- Loars and receisahles 150555
Cther assets 22, 0E
gT.aB23e 35056973  3B8g0af1  =meBmaal  awaBgess
Credit exposres elating o
off-balanme sheet iterns:
Loan comritrents 18054078
Leters of credit 1,351,180 CzhoE [
Cuarartess 100,200
20064520 542 gz 512,692
Total marirmm exposire 516,060 agosborys 3840061 0 Boaso B sogsfooqs
Bank
1July 2006
Cash ard bank balarces 40453505
Loars and advances to 20,t30,0a0 1fymfEEa 1,185,520 A= aR=t i Z2TTIE
oEtorrers
Ineshrett secrities:
- Asmilable forsale 1,
- Loars ard receivables v
Cther aszets
Credit exposires welating o
off-balane sheet iterre:
Loan corrrritrrertys
Letters of u::ra:h F
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(b} Assets obtammed by taking possession of collateral

Details of finarcial and non-finandal assets obtained berthe Bank brtaking possession of collaterals held a8 semrityageinst loars
ard reeivahbes at the vearerd are shown belower,

Birr'ooo _Bin'ooo _Bin'ooo Birr'ooo
Buildings 152,400 102400 155,950 45,503
Equiprrernt ard nadhinery 1,200,205 1,700,355 1,000,714 TG
Motor whicle e ZegThe ) =Py ]

1807458 1807458 1493156 456,194

The Group's and Bank's policy are to plrsie trelvrealisation of the collateral in a tirrely marmer, In gereral , the Group and Bank
here ro arprintention to rake 1ee of the non-cash mllateral for their own operations.

4.3.5 Loans and receivables at anmortised cost
{a) Crossloans and receisables to oasioirers persector is aralwsed a5 follows:
Group  Bank Bank Bank
3oJunezomf  2m8 2017 1Julyzo16
Birr'ooo ‘Birr'ooo ‘Birr'ooo Bitr'ooo
fgriculture 7400 FE0,400 Go05.535 Ougaty
Manfachaing b=kt c == Z7E0,0m 2505708
Mining and Energy TELTLG oL o =talp b = m 8= ]
Barvice 40135 401,353 [ a ] Errma08
Lease BErdms 1,792,375 1,772,375 357704 2134
Iicm-Financing et FHIR3 05T Sldny==An
Irdividual loare 14700 10,027
Staff Ioans and adwenes =R p e = 175737 gz
Jrzz5811 pazes 8 3537034 32,770,825
(b} Cross loans and receisables to aasiorrers per Mational Bank of Ethiopidls itrpadnrent suidelines iz analveed o follows:
a0Jurezmf  30June 30 June 1July20a16
Birr'ooo Birr‘ooo Birr'ooo Birr'ooo

Pes 15,155,505 131353805 1RERES0 230,820
Special mention 10,328,800 10,525,500 GEE0, T 1,EE055
Substardard [=tp s ata =] =R alla e ol 4,305,840 2354235
Doubthial alalehecly af e b=Ta =laca cl 27450
Loss 1007405 LoiraRE ZoamoSd oo
225811 gpzes B 353034 32,770,825
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4.3.0 Creditqualityanalysis
{a) Creditgualityof cash and bank balances

The aredit quality of cash and bank balances and shorttenm investirents  that were reither peet due nor iropaired at 2 sodume
20i8, o Jure 2odrand so ure aodard are beld in Ethiopian barde heve been clessified & ronrmited & there are ro aredit
rating agencies in Ethiopia. Howeser, csh and bank balances that held in foreign banks can be assessed by referene to aredit
rating agenordesignation & shown in the table beloa:

 Group ‘Bank Bank Bank
30 June 2018 'al:l-lfuw 30 June. 1 Julyzo16
Birr'ooo Birrooo Birr'ooo Birrooo
P‘. - - - -
EEE+ 2,50, 2,501,220 =lxn ata o800
Mot rated 02 F05 4775002 1043553 1553720
0,983,559  Dg73020 4,004,003 4043559
Definitions of ratings

£ High credit quality Thiz denote expectations of low default rsk. The capacity for pasrent of finandal conrmitrrents is
corgidered stong. This capadty ey nevertheless, be nore sulrershle o adwerse basiress or
eoonorriccorditions than is the case for higher rehings.

BEBE: Good creditquality This indicates that expectatiors of default risk are ourrently lows The capacity for pasrrent of

finarcial comyrittrents is corsidered adequate, but alwerme hisiness or emnomic mnditiors are
rrote likelyto drmpai rthis capacity,

It rabed This indicates finaticial iretitutiors or other counterparties with no awedlable ratings and mshoin
hand.

A"+ "(phas]) or"-" (roins) may be appended to a rating to indicate the relative position of a credit within the eting categpry. This
iz based on Fitch national long terrm issuer default ratings.

(b} Creditgualityof loans and receivables

N eapest pastdvebut Indvidually o,
g0 Jume zo18 Birr'oon er'ﬂuu Birr'ooo Birr'ooo
Lgriculture AE0 400
Marnfaciring g5z7820 b= i
Miring and Ererey TERFLE
Seros 400353
Lesse Serices 1L ST
MigoFinancing CC = n ]
Indiridual loans
Staff loars and advanoes 207,287
Gross 4:,225,8:1
Lesa: [ rrpainrent allowencs (note 12h)

MNet
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NeltherBast potdue but Individvally ..
30 June zoa7 Birr'ooo Bitr'ooo Bitr'ooo Birr'ooo
Sgricilbae LA sabo,ie2 =Pl 05535
Mamfachring 12157525 T EREE Bt b= Y=
Mining and Energy (e l= =] n el o=t
Serd 2o5o0F 209,007 ok Ratla]
Lease Erdmes FHTAOT 20,477 35754
Iicro-Financing SHOE0E 19200 FPataTs
Irdividual loares 14,700 14,700
Staff lnans and adwsnoes 100,851 A58 17577
Gross 17037088 13074552 4.358.409 35.371L.03
Less: Impainrent allovence (note 1557 = = N N (o = N o 7= s ctE )
Net 15840.517 8734 2083257 z27gb67205
Netterpast  potduebut Individually
duenor roti = wahed Total

Bank impaired I

1July 2006 Birr'ooo Birr'ono Birr'oon Birr'ooo
Sgriculbure 7m0 1,950,135 Bty
Mafachning 15,230,000 eS8 &,240,535 2,052,700
Miritg and Enerey el G o= a]  =int= =]
Serie [Sec ] 145,04 np el
Lease Serv,es 215 2454
Iicto-Financing SI05149 7L FLLoE=0
Irdividual loars 10,g27 10,07
Staff lnans and adwsnoes 10,21 2148 100502
Gross 23,802 820 4727409 4,290,535 320825
Less: Impairrent allovence (note 150) o= B0 B e N e T L o= (B1gotod
MNet 20, ik 8 2 3077107 20,030 6260

Irdividually inpaited loans ae loans for which the Group and Bank harse determitied that it is probable that the group and Bank
will beimable to collect all prindpel andfor interest due in amordarce with the cortadg terres of the loan seresrrents.
Irdividually inpaired staff loans are loans given o stafls thatare mo longer staff of the Bank hete the recovermbilityof the loans
is doubtful.

(1) Loansand recefvables - neither past due nov inpaived
The aredit qualityrof the portfolio of loars and reeimbes that were reither paet due nor inpaired can be assessed by reference to

the custormer's ahilityto pasr based onloss experience. Loans and receivables past due for 5o Cthirty)dass for short-term loare and
less than 180 {one hurdred eighty) days for medivimeard long tertnloans are classified in this category

Group

30.June 2008

Bl
o119

15
o 2

&y .

L |f 6,3y
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Short tertn loars are loars with a conbecthual maturityperiod of less than two (2) wars.

Medivrm tenn loars ae loarns with a contrachaal mehrity period betwesn two (2) and five (5) wars, while long term loars are
lnars expeeding five [ 5) wears butless than fiftleen (15) wars, without considering a mesirmen grace period of five {5) wars.

(&) Loatsand receivables - past due bt not inmpaired
Grow  Bamk  Bamk  Bamk
30 hmezo18 UYL Fve aJulyzob
Birr'ooo Birrlooo Birr'oon Birr'ooo
Short darmloans
Pastdue by z0- codas 165,807 ETact=wict 52 =8
Pastdue by co- 180das o Lol 7510 20,473 =Tpru]
Pastdue by 180300 days (ak ] G143 [tac. ! =00
Pastdue byroore than 5o dass 204 25,843 19,545 ot
Mediarand long tervnlozs
Pastdue upto &- 1z months 10165088 10465083 [a¥.lr wh=alyd 122800
Pastdue upto 12- 18months 0114 TEOFALA 25RO E B, 208
Pastdue upto 18 - to 3ears Fr=L R S 40040 1785190
Pastdue byrmore than gvears 101,002 10,0 L7 74
19,564,480 19,564,480 13,074,552 4727400
Less:oollect v impaitrent (Fozgpss  (Fosgoss) Ly mann ) (et
Loan and receivables {net) 12530428 12530428 8,731,471 2793550
Ehort terrn loans are loans with a confrectual abarity period of less than two (=) wars. Loars and receivebles that hase been
classified as reither past dve norinpaired or past due but rot impaited are asessed ona mllect & basis.
(i) Loansand recetvables - indivdually impared loans
Group Bank Bank Bank
30 JunezaaB  TUULS FIIMME 3 July2mb
_ Birn‘ooo Bitrboo Birrooo Birr'oon
Substandard b= | Lat,058 1,808,325 1,500,200
Doubtful 20,70 20470 214,270 Z572042
Loss : : R e ] wEoos
B.527.820 Bsa78a26 4,350 494 4,240,535
Less:specific impainrent [ S s = L = A s v et
578,787 578,87 2083257 3,077,107
(iv) ARowancefor irmpairmment
Group Bank Bank Bank
30 hmezol 2R T aJulyzoub
__Birr'ooon Birr'ooo Birr'ooo Bitr'ooo
Specific irmpainrent
Collective inpainment
Total allowsnce for impairtrent

ﬂlllillﬂlﬂ&_lllll‘l
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For the year ended 30 June 2018

(1) Sensitivity analysis on impairment
The loarn portfolio of the Gmoup and Bank has been adophed for this sersitivity test. This is based on the prermise that the outoorre
of this atress test on the Group and Bank is reflectise of the entire portfolio of loans and adwanoes to oustorers. The credit factors
mnsidered for this sensitisityare highlighted belows
Probability of Defanlt (PD): Thiz represents the probabdity that a ounently performing acoount will decline in credit quality
The probahilityof defalt roodel is desigred to provdide a rreasurerrerit of obligor quality byestirnating the lilelihood defaultoer

ashort enm horzon (usually 1= ronthe]. A low probabdlity of defalt indicates a bormower with good credit quality while ahigh
probabilityrof default indicates a bonmower with lowcredit qualityand a high likelihood of default.

Loss Given Defilt (L300 The LOD estimates the expected loss onadefnit acmurnt after all recoseries hae been exhansted. In
estirrating the LGD for the credit portfolio, recoveries made on historic loan loss data by werr of loan repasrrent, recovervefforts
ardforsale of mllateral wes applied.

In perforntming the sersitivity analisis, two scenarios were considered as detailed belowe
Scenarioi

The FDz of the performing book were flexed by 2% while LGD wes held constant. This is based on the sssurmption that obligor
qualitywaill deteriorate and this will lead o an increase indefaalt

Scenario 2

The LGD of the performring book wes flexed by 20% respectively while the D wes held corstant, This is prermised on deterioration
inoblignr quality, increase in rate of default a5 well as difficultyin realizing collaterals pledezed.

Cnghoorre of the sernsitiv tranal weis ondnpainrent as well a8 the impact on profit orloss is shown below

Group/Bank Cwrentyear  Scenarina ‘Scenario 2
530 June 2028 ~ Birr'ooo ~ Birr'ooo ~ Birr'ooo
Sgriculbure 240=5811 et 4 =
Manfachring o7, 106 475,05 A petag al
Mining and Energy 116,75 135,545 B b o
Berice e A A5E45 4770
Lease Ferdmes 300,713 F,o=R 550,555
Micrm-Finarcing 3303 o= 303
2 lnans and adwenes 1 ode 120 by
8,462,445 9102608 10.154,931
Bank Current year Scenario 1 Scenario 2
20 June 2oa7 Birr'ooo Birr'ooo Birr'ooo
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Bank Cumentyear  Scenario s Scenario
iJuly zoub Bitr'ooo Bir'ooo Birrooo
Apriciltus 1,5775984 1,560,007 1055 5P
Mamifachuring H P08 BT 055,85
Mining ard Erergy B0 o8 100,801
: 127,504 155653 155125

Lesse Serices ' 5 2
Migo-Financing (i N iy =] =]
Staff loars and alwances CO0 1,502 [t b
4070771 564z = 5972125

{c) Creditgualityof investiment securities
All investrrent secirities are redther past due nor inpedred.
4.3.7 Wature of securityin respectof loans and receivables

Group,/Bank
against real g“m“ﬁ,{@: and .mﬁm"iﬁ Others Total
30 June 2008 Birr'ooD Birr'ooo Birr'ooo Birrooo Birrooo Birr'ooo
Sgriculture 1,170,553 245 4Ema57 #5880 o100 279305
WMarmmfachuing 505399 1,251,050 451,035 355,047 17404357
Wining ard energy 111500 155159 I 7 15254 o= fn=,358
Service B=0,050 ratalual c=c. 15,073 ==t !
Lesse services pal A= R AT 20,125 174 FEE=0
Mizo-financing b=l 5085
Staff loars 1304505 20170 470 15538
7:011,793 158,384 12157759 Sg3.a61 1,394,132 22405231
Bank
e Bank _ ] nﬁuuﬁ; S el
‘estate g_'ﬂ'. m_ thees equipment . :
30 June 2008 Birr'ooo Birrooo Birr'ooo Birrooo Birr'ooo Birr'ooo
Leviculture 1,170,553 245 450457 5550 7E1,158 279,395
Mamfzchuring 505395 1,251,055 451,035 355,047 17404357
Wining ard energy 111000 158139 TR 15254 F= 2,30
Service Bx0,050 rat=le ci=c. 15,073 ==l
Lesse services 205,00 4723 20,125 134 cc el
Mizno-financing 5,00 5085
Staffloans 130005 20,170 il e
7,011,703 ag8 384 12 5T osg 8o3.a01 1314132 22465231
Bank Secured achiner:
Jo.Jurne 2017
Agriculture
Marmfachuing
Miting and enerey
Service
Lease services
Mizo-financing
Staff loars
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agoinstreal _ PAE T and i Others Total
1Julyzoab Birr'ooo Bu:r 000 Birr'ooon Bitr'ooo RBirr'ooo Bitt'o0o0
Leviculbhre 508,813 102 e Mo = b b i 1,504,352 2055841
Manfachaing 80,400 1,185,520 =Ktk ol EIASE] SySHhELE =,3H00e0
Mirite snd everey Bz Hioazg 3= it ula] 430905
Service o =70 15,520 E0,3m Hzazh
Lease ssrices Bon B
Wimn-firencing =R e =L ¥ cl
Stadf loans Eo, 05 ooz 13550 S
6,512,070 183326 8.032.0900 s7L4a  5.sfo.243 22,790,050

43.8

4.3.9
{a)

Collateral held and their financial effect

The gereral aeditworthiness of a oustormer tends 1o ke the most weleveant indicator of oedit quality of a loan exterded tothe
mustorer. Howveser, mllateral pmsddes additionsl ssourity ard the Bank generally holds the pioject’s property, plant and
equiptrent & collateral. Staff loars are semared to the extent of the enmlowes's continved enmlovirent in the Bank and with third
party guatmrihor.

The Bank roavtake collateral inthe formn of a first-degree mortgeze ovwer the moperty, plant and equiprrent of projects financed
brthe Bank with a certain perentage of equity confribution. If, howeser, the mroject's property, plant and equiprment do mot meet
the trinitren equirerrent, a prorroter bonower is required to bring additional collatersl. The Bank does ot sell, repossess or
repledge the mllateral in the absene of default by the ovmer of the collatersl. In addition o the Banlds main oo on
meditvorthiness, the Bank aligrs with its oredit policy gudde 1o perindically update the smlidation of collateral held against all
lnans to custorrers, Guidelines are in plae covering the acoeptability and s&luation of each type of collatersl , including frequenoy
of collateral “mlustion.

The fair wahe of the collatersl is based on the last resaluations carried out by the Bank's irrhouse engineers. The smluation
technique adophed for properties is in line with the Bankd's saluation manmael and the esalved amomnt is sirilar o firsslues of
moperties with sirnilar size ard location. In addition, the Bank uses the asset wamluation mraral adopted byrthe Ethiopian Bankers'
Aesociation, which considers the best pradtioes and principles & required berthe Tntemational Valuation Standards.

The fair salve of collateral other than properties such a8 msh, finand al suarantes and bords are disclosed at the carrving arrount

& ranagetrent is of the opindon that the cost of the process of establishing the fair salue of the collatersl exeeds the berefits
aocrnahe from the exersize,

Statement of prudential adjustments

Provigiors under pradertial sidelines are detenrived wing the tirre/age based provisioning presoribed by thie Natioral bank of
Ethiopia (WEBE) Directive. This is aft veriance with the inourred loss moodel required by IFRS wder 182 900 A & result of the
differenies in the methodology/provision, fhere will be wmriances in the inpainrent dloverces required wder the two
trethodologies.

The prodarration’ Firancial Reporting Proclaration Mo B4 oo stipulates that banks would be required o make provisiors for
lnans & prescribed in the elewent 1 FRS starndards when IFRS is adopted.

Hential provdsions is greaterthan IFRS provision, the expess provdsiors shiould ket 3
i " regulatory oredit risk reserve!’,

rereive income, The
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(b} Dhring the period ended Jiure 50, 2008, there is no tareferred arrournt o the regil abory credit risk mesere.

The itmpadrtrent allovence EEnnired urder NEE Directive and 14T sois shovn as bllowe:

Group/Bank Bank Bank Bank
gFoJunezoaf 30 Jume 2017 :I.July:zmﬁ L JulyEbab
Birrooo Birrlooo ‘Birr'oon Birr'ooo
Total itrpeinrent allowarce & per IFRS 11,811 484 FE05E50 B0 00 2R ke
Total inpainrent allowancs in line with NEE Directives TR BEE0,00 208540 SO8E 210

{c) & per the requirerrent of IFRE, banks should recosnize interest inmrre on itnpaired loars after deducting ingpainrrent loss fiom
the gross carring arount using the EIR. Howeser, a8 per the requiretrent of MEE, banks should derecognize interest incorme on
irnpaired loars.

To coroply with the directive of the MEE, the Group ard Eank hare reversed the suspernded interest (ret of tax for the sear 2o @)
on irnpaited loans fromretained eamings aoonurt and trereferred to regulatoryoredit Hsk reserve amount & the amournt is non-
distributahle o the owrer of the Group ard Banl:.

3uJuue=cuB mJuﬁenm-; 131&3*2:3:&
Bitr'ooo Birr'ooo Bitrlooo
Buspended interest trarefened to regulatorycredit risk reserve 2ATOLETT 1o, 1285474

1.3.40 Creditconcentrations

The Gmoup and Eank rmonitor concentrations of credit risk by ecornoric sechor. An analwsis of mnentations of oedit rsk &t =20
Jure 2018, moJure 2odrand soJure 2oadis shown belows The Bank corcentrates all its finandal assets in Ethiopia.

frm Agriculture Manufacturing *;“mfl others Total
30 Jumezo18 __Birr'ooo Birnrooo Birr'ooo Birrooo Birr'ooo
Caeh ard bark balarces fall==ichoce ates cloc.
Loare and advarces o custorrers iz al Wlula] 27l o =aa 1,050 limag,Hid
Itrestrent semrities:
- Armilable forsale 1,570 11,370
- Loars and receivehles e M = A =] FLtEa, 540
Cther assets 117105 2A17105
ob 27483791 Boo 328 H1.002,22
30 Jinezo18 Birooo Birr'ooo Birr'ooo ‘Birr'oo0 Bitr'ooo
Caeh and hark halances By 7Sz =l e
Loare and advarres to custorers Az ar. Wolala] 2radsan %= ata 1,050 ALEag,H
Inestrent semrities:

- Armilable forsale
- Loars ard receivables
Cther assets
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E]

4.341

d.4

Bank Agriculture Manufacturing ‘m“'-*‘-'-’!’-? others Total
30 June 2017 Birt'ooo Bitrlooo Birrooo Birr'ooo Birr'ooo
Zash and bank balaroes 00,005 - A,004005
Loans and advwences to oustomers 909,535 =570, FH0a8a75 1,035,354 o patn
Irrestrrent securities:
- Brdlable for sale 11,570 14,770
- Loare and receivables A at=LE] 15,033,944
Cther sssets IO IO
6,900,535 23780670 220199 2.006,324 55:397.920
T Agriculture Manufacturive  Foorciel  others. Total
1Julyzo16 Birr'coo Birrboo Birrooo Birrooo Birrooo
Cash and banlk: balarnces 0550 hOdzeE
Loans and advences to ousiorrers Epp28117 b= Nu =y e Tp10,220 1,154,780 TETrLbEs
Irrestrent securities:
- Bsrmdlable for sale 11,370 14,770
- Loars and receimbles 14000120 - 14,005,128
Crther assets ~ ~ ~
6420617 2205208 2 22461314 181,80 51821018

Conenitrments and puarantees

The e exposure to credit risk elating to a financial suararntes is the mesdrrm arrournt the Sroup and Bank could hase o
parvif the guarantee is called uporn. The medirmrm exposue to credit Hsk relating to a loan cormrritrrent is the full arrount of the
mrrrritrrent. The whle below showe the Group's and Banlds roesirmemn aredit risk exposiee for corrrmitirents and guarenteess.

qupgnank' ‘Bank Bank
: i 01 1.1111_1_*210:&

'Bi{fmu Birr'ooo Birr'ooo
Letters of aredit 50,505 1,050,450 LTS
Cuarartess o =i b aE T 190,452 Tt
Loan cormrrittrents Zoyifobsg 18,040,510 130047
Total maxinnom exposiume 25,!525',17? 20,1!5"1,453 :5&35:0513

Liquidity risk

Liqu.td.tt'_:,rnsk 1s the risk that the Group.ard Bank catnot meet their rraturing obligations when they bemrme due, at ressonable

i i 'tngana@nEm Cormittes (ALCON,
j and Bari's liquidity risk frazpesgs

el rmanrer. Liqudity risk arises because of the possibility that: the Group and Bank: raight: be mla]:ule to rreet their
ar when they fall due as a result of mismatches in the tirming of the cash flowe urder both ronmal and stress
i senarios could ooour when fimding needed for dliquid asset positiors is not avmilable to the Group and Bank
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4.44 Management of bguidity sk

Zash flow forecasting is perfonred by the Treaswry and Purnd Managerment Directorate. The Treasury and Fund Manageirent
Directorate rronitors rolling forecasts of iquidityrequirerrents to ersure it has sufficient cash to rreet operational reeds.

The Bark hee inouned indebtedness in the form of bonowvings, The Bank evaluates its abiity to mest its obligatiors on an
ongnitg basis. Based on these evaluations, the Bank desises shategies 1o manage its liquidityrisk.

Prudent liquidity risk menagerent inplies that suffident cash is maintained and that suffident fimding is asvmdlable to meet its

liahilities when due, imder both monmal and stressed corditions, without inmering unacceptable losses or rsk damege to the
Bank's repuatation.

4.4.2 Maturityanalwis of financial liabilibes

1]1]

The tmble below analyses the Grmup's and Bankds financial liabilities inho relesvent mataity groupings based on the merraining
perind at the staterrernt of financial position date to the confractual ratarity date. The cash flowe presented are the urdisoourted
armonmts to be settled in fithure.

0-30 F1-90 ' 91:_-1.!3'4: -13'.1: 365 Over1
Group/Bank days days. days days year
30 Jianezo1l Bin‘ooo Birr'noo 7 C Birt'ooo I
Dreposits frorm cusiorrers 80 2o, 57 b= o b b= L 191,20
Deht semmities issued 104,550 EOoySED 4,590 5,840 0,408
Borrowirgs IR0 52379 7,03 FEE2 bl ptealul
Profit taw pesmble e atical
Other liahilities ] Eo21E oSt [N ] 1abaty
Total financial liabilities 1,212,522 1,930,864 1,441,442 4853135 61,313,478
Letters of credit C =Nl il e = 1435300 1,758 3335
Guarantess issted = ] TEO0 13,440 15700
Loan corrrritirends &rmoes 1345750 Zton,o 08,080 13455903
Ciler mrmrritrents 2204 15,068 =400 e e
Total conmmitments 959,993 250217 4,270,667 4123001 14,105.230
0-30 31-90 01-180 18a- 3_!5_5 Oves'1
Bank days days days days year
30 Jumezoafl Bitr'ooo Birr'ooo Birr'noo Birr'ooo Birr'oon
Derposits friom custommers eo etk bl b L Zza,hT 111,50
Deht semmrities issued 104,560 EDoyEED 4,550 5,840 20,408
Borrowirgs IR0 52279q 7,0 F=a52 B0y EEA=10
Profit ta pasmble 408
Other lishilities ez Seoy13s o84 2o, Ladatg
Total financial liahilities 4,212 400 1,850,053 b I B O 4853135 1,113,078
Leters of credit

Guarantess issued
Loan corritirents
Cther mrrrritrents

Total commitiments
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0-30 31-90 9180 181 - 385 el
Bank daye days ’da:gcs' da:ycs year
30 June 2017 Birt000: Birt 000 Birrio Birrong: Birr0o0
Dieposits fimmoastorrers 2o0ty 108,042 198,042 10,042 oooE
Debt seoarities issued Boigs oo b=u = e ) acoes 2otomA
Bonmwings o =ta s s Bogwez &0,043 3295557 2B oma=h
Profit tax peable 0ATT
Cther lighilities Hoqet 454154 oy =5040 20808
Tatalfinancial liakilities A5 863 1. 721053 1105558 4 573852 A7 115536
Lethers of credit SEES = rpdar s 555350 AT 2o
Garantess issued AoE85 Ac.omo 12,842 £1,75
Loan oonvitirerits &, 39 120270 240540 150405 Eb=taleptala )
Other cotryritrrents o=f= 158,50 =78ag ST
Tatalcammitments 743 477 158492 2001 445 2632997 12291 435
A0--30 21 -80 o180 181 =355 Cror- ]
sk ot e o =y s
1luly 2016 B0 Birraa Birr'ood Bir 1000 Birr00a
Deposits fimmoustorners TR ZreRhe bt 2o 1375
Debt seourities issued Bo,gos AT B0 =t TECLACT
Bonmwings sAma 1750452 et p=Naulatc, u] b= eeate =)
Profit tax prable -
Other liabilities 150,00 Z=00D 2 v oo Aszoch
Tatalfinancial liakilities 1,221 205 2413548 2 548 585 2.581,241 31 237G
Lethers of credit ric el el il =l S0 144700
Guarantess issued oo A5 14,407 104,451 185,200
Loan mrarifrrents 05451 [=C e 1,800,025 1,390,443 =i el =]
Cther corritrrents ] ic1g ey, o250
Tatalcammitrents 636,054 1177726 2451 292 2191115 5454421

4.5 Warketrisk

Market risk iz defired & the risk of loss rsk that the fair wlue or fubae ceeh fove of 3 fnancial retnarvent will Auchaate
because of dhanges in market rsk factors such a8 interest mies, oreign exchange mies, equity mries, credit spreads and their
wolatilities. Market sk can arise in conjumnction with trading and non-treding activities of a financial instititons.

The Group ard Bank do rot ordinarilvengage in trading actiities as there are o active merlets in Ethiopia.

451 Wanagement af market risk

The rrain obective of Market Risk Managerrert is to trenage and contol rearket risk exposures within acoeptable paratreters,
while ophirmising the reham on risk. WMarket rsk is rmonitored regulady berthe Commdianee ard Risk Mansagerent Direchorate to
identifir any adwerss moverrent in the underving mriables.

mmmﬂnmkufdmgsmnmmmtmmsﬂmm ;

il sesets with floating interest paedPTrE ez also exposed on fived Iﬁ
and Banl's irvestrrent portfaid b : mre and advwrces, teasuli B
deposits.
sk offen revise their lending giedit portfolio bes
R in each oredit portfolio s ard sustainability,
mnqm dme]npcment ohieche.
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The tahle belovr sefs out infonmation on the exposures to fised ard eriable interest irstorents as well as on-interest

insterents.

| _ Nominterest ;o
30 Junezo18 Birr'ooo Birr'ooo Bitr'ooo Birr'ooo
Asgete
Cash ard balances with bankes 448,710 Ba20,80 EytdD, 574
Loare ard advenoes to oustormers kil ok il it
Inrestrent seorities 20,000,701 E0E0,0ET TOS5725
Ciler saets SiiFAT pehL i ala il
Total TL0R 5,22 6,504,050 BisHoam
Dreposits frorm cusiorrers 125,520 (ot =] 112,055
Deht semmities issued 10,450,000 10,450,000
Borrowirgs EeEs=t 1102504 S, Bl 222
Cther liahil ities et e SoFrooE
Total fi3.000 862 pafizb04 4065472 70,28 028

Nﬂl‘i."nﬂﬂ-'ﬂﬁt_:. Total
530 Jume 2018 Birr'ooo Bj:rrhnu Birrooo Birrooo
Asgets
Cash ard balances with bankes 485,710 =k h = b ]
Loare ard advenoes to oistormers kbl ik ) kel k)
Inrestrent semrities 20000701 EOED,0EE 055725
Cther assets 2117400 2A17A
Total T5.025,223 6,554,438 81579660
Deposits from oustormers 125,320 oERo0g 1,112,035
Deht semmrities issued 10,450,000 10,450,000
Borrowirgs S5t 1162504 S, el 222
Cither liahil ities N A SoFRECT
Total 63.090.86z 162 .60 98~.600 66,150,066
Nor-interest

Bank Fixed Floating bearing Total
30 Jume 2017 Birr'ooo Birr'ooo Bir'ooo Biir'ooo
Asgete
Caeh ard balanoes with banks
Lioans and advences to custorrers
Itreshrent semrities
Cther assets
Total
Liabiliti
Deposits friom custommers
Debt secirities issued
Borrowdrgs
Crtber liahilities
Total
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1 Julyzoib Biirr'ooo Birr'ooo Birr'ooo Birr'ooo
Assets

Zash and bal aroes with banks 2200851 #Pogad 280400
Loans ard advences to oustorrers TR TRFIOLEES
Irrestrrent securities 15,004,017 1,042,507 15,007, 50u
Crihier aesets g1, 550 2 11,550
Total 48 284 200 2432435 L P 5 1
Liahilities

Deposits fimmoetorers =597 oo, T7G LB
Diebt securities issued b a ]ty ] 2,000,780
Bormsings 20, 500405 1,140,547 o055 =
Crther liabilities 1495000 L405000
Total 37:940.518 L140.547 24022234 1,591,200

The sersitivityof the inmrme staterment iz the effect of the seswurmed changes ininterest rates on the mofit orloss fora war, based
on the floating rate non-trading financial assets and financial liabilities held at sofime 2008, 20hme aorand 1 .July oot

Group ‘Bank Bank Bank
: Immf 30 June 2018 mg:_gm -333‘1? 1 Julyzo16
baahpum. Bitr'ooo Birr'ooo Birrlooo Birrooo
UED 105 (Hahztnrs  (uhsfard) (115,227 (114554)
UED 10% oy nbebasy 15257 114355

{ify Foreign exchangerisk
Foreign exchange risk is the risk that the fairmlee or futae cash flove of a financial insturrent will floctuate due to the changes
in foreign escharnge rahes.

The Gmoup and Bank are exposed to exchange rate risks to the extent of balances and tremsactiors denorminated in a mrrenicy
other than the Ethioplan Bimr The Gmoup's ard Banlds forelgn ourerncy bank aooounfs adt &8 a natural hedge for thess
trarsactions. Managerrent has s=tupa polioy to menage the Barlds foreign exchange risk ageinst its functional cunenoe

The ahble below surrarizses the inpact of incresses /decreases of 10% on equity and pofit or logs arising from the Group's ard
Bank's foreign denorminated borrowings and cash and bank balances.

The total foreign cunency derorminated aesets and liahilities exposed to Hsk a8 &t vear end wes Birr 215 billion (=20 June 2017
Bitr 1.30 billion, 1 Jul v 2oace Binr oosobillior).

Foreign cagrency denorniivated bafarices

Group Bank Bank Bank

30 June 208 W‘.‘“’”E- : 3adune . Liyaois

Birr'oon Birt'ooo

3,824,488 3,824,488

foviatnl el

146, 694
1,673 653
250,834
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Fensttivity analysis for foreign exchange risk

The sersitivity analysis for ourency e risk showe how changes in the fair smloe or fuhiee cash flowe of a finandal iretmerent
will fluchiate becanse of changes in market rates at the reporting date. The sersitivity of the Bank's eamings to fluduatiorns in
exchange rates is reflected by varving the excharnge rates at 10% a3 shown belowe

Increase/ Group Bank ‘Bank Bank

decrease] 30 June 30 June 1 July

(decrease) 56 june 2o pe S S

—__points Birr'noo Bitr'ooo Birrooo Birr'ooo

=D 1% EI==2e =7 18257 faat=lou 24554
UsD 0% {182,707 {1Bze7) { o850 (24,804
EUR 1% FEh5RL = Y =70 152
EUR 10% (50 (gecot) (=303 (ag2=s)
3EF 1% o5 95 =3803 9
GEP 10% =] =151 i 23803) [ =]

4.0 Capital management

The Group's and Bank's objectives when rransging capital are to cornply with the cipital requirerrents set by the Mational Bark of
Ethiopia, safegaard its ability to confime & a gping concermy, and to maintain a shong capital base so & o mantan
Goerrrent/public, creditor ard market confiderce and to sustain fubee deseloprrent of the usiress.

4.6 Capital adequacy ratio

Aoporditg 1o the Licetsing & Superdsion of Banhing Busitess Divective Mo SBB/ oo/ 20a4 of the Mational Bank of Ethiopia, the
Bank has to rraintain capital to rsk weighied assets ratio of 5% at all tirmes. The risk weighted assets mtio is mlodated as perthe
provigiors of Directive Mo SBB/ of ogissued on Augiet 18, 1005,

Capital ircludes capital, retained eamings, legpl msere and other reseres (urenmambered reseres) o be apormoed by the
Mational Bankof Ethiopia.

The capital adequacy ratio is the quotient of the capital base of the Bank ard the Banld's risk weighted asset

base.
FoJuns B0 -Jumne _ o
Birr'ooo Bir'ooo Birr'ooo
Capital
Capital 500,000 Ao matula ] s matale ul
Retained eartings (FemLass) (4000402 {53545, 75)
Legal resere 17T 17,527 Q5004
Remidatorycredit risk ressre SASTTT 1f,c80 1,550 17
2,505,519 4,048,623 533480
Risk weighted assets
Risk weighted balarce for on balarrs shest iterrs Gt ==l F3A10 o= K

FrAg0i 110, 57
39,000,871 34,002,077

Credit equitalents foroff-balanoe shest iterrs

Riskvweighted capital adequacyratio (CAR)
Minirramrequired capital
Erpess/(shortfall)

4.7 Fairvalmufﬁ.tmu:' T
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Notes to the consolidated and separate financial statements

For

the year ended 30 June 2018

4.7.1 Vahiation models

4.7.2

IFR.2 13 specifies a hierarchrof seluation techninues based on whether the inpks to those saluation techriques are obeermbe or
irobesiehle. Oheerable input reflect rarket data obtairned from independent soures, while trobserable inpts eflect the
Bank's roarket sssinnptions.

Al zmsets and liahilites for which fair wslve is mesred or disdosed in the financial statetrents are categrised within the fair
walve hierarchny, described s followes, based on the lowest lesel inmut that is sigrificant to the fir wmlve messurement a8 a wiole,

» Level 1: Inpuits that are quoted market prices (unedijusted) in active matkets foridentical assets or liabilities.

elene]l = Inmuts other than guoted prices inchaded within Lesel 1 that are obserable for the asset or liability, either divectly (ie.
&3 prices) or indirectly (ie. derived fiorm prices]). This catempry includes instmarments valued wing quoted market prices in actise
rrarkets for sirmilar irstnarents, quoted prices foridertical or sirilar iretnarrents in markets that are considered less than active,
orother sal ustion techrique inwhich all signi ficant inputs are directlyor indirecl vobserable from market data.

In corclusion, this memry is for wluation techniques for whidh the lovest lesel input that is significant to the fair salee
rreanerrent is direc yorirdirect yobserable,

# Lesel = Inputs for the asset or lishility that are not based on obserwhble market data (imobserable inpats). This category
itchades all assets and lishilities for which the sluaton Edmique includes inputs not based on obserwble data and the
wmobeerahle inpuks hase a significant effect on the asset or lahbilitds aluation. This category inchudes iretharents that are
salued based on quoted prices for sirddlar irstnorents for which significant wrobser-shle adistrents or assunphions are
required to reflect differences betvwesn the irstnarrents.

Finanrial msthmments not measured at fair value - Fair value hierarchy

The follovdng table surrrmarizes the carrving armounts of fnencial assets and liabilites at the eporting date byrthe lesel in the fair
walue hisrarchy into which the fair sslue meanrerrent is categorized. The arromits are based on the mlues recogrised in the
staterrent of financial position.

Group amount Level1 Levelz Level 3 Total
Fo June 2018 Birr'ooo Birr'ooo Birooo Birrooo Birr'ooo
Finarrial assets
Zash and hal ances with banle G833 G855 it
Lioars arnd adwerices to custorrers 2ohefl, 327 ==L e =) 2ohe 527
Irrestrent securities: = =
- Avmilable forsals 1,570 11,3750 11,370
- Loare and receivables - M =~ Re el 04,399 FE2g,349
Crther sesets S100,240 200,240 200340
Total 70,139,028 7oa30,028 70,130,028
Deposife fimmouetorers 1,112,035
aemaities isaued 10,405,000
: 5, 541,222
Fo7rtoe
70.28,028

0118861298

0111541235
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
Forthe year ended 30 June 2018

Bank Level1 Levd 2 Total
30 Jume zo18 Birr'ooo Bir'ooo Birr'ooo
Financial assets
Zash ard balances with bankes Ayormoen fLoE,oEn lat e u|
Loare and advenoes to oustormers b= mL e B b= = W Moo b= = K e =
Itreshrent semrities: = =
- Brmilable for sale 11,770 11,570 770
- Loars and receivables T3 T34 FLO24349
Crther sssets 200,394 2100744 2A00344
Total 70130316 0,130,316 70,130,316
Deposits from custorrers 1413575 LR 1112575
Deht semarities issued 10, 455000 10,450000 10,400,000
Borrowirgs B B, ==e B, bl 22 s T ey
Cther lishilitiss SPTREST SPTHEEST 397707
Total 70,128 022 mo.az8.022 oazfosz
30 Jume 2017 Birr'ooo Bir'ooo Bitr'ooo Birr'ooo
Financial assets
Cash ard balances with bankes 400,005 400,005 AH04005
Loare ard advenoes to custorrers 2ROOAE05 27, 00205 E.OOFE05
Itreshrent secrities: = =
- frmilable for sale 11,370 11,3750 1,370
- Loars ard receivehles 15035744 15030544 15,055,544
Ctherassets e e G b
Total 4748243 4748243 47482432

') Annual Report
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Notes to the consolidated and separate financial statements
For the year ended 30 June 2018

4.7.3

{a)

(b}

474

Bank

JoJune 2007

Deposits fimmouetoirers
Debt semarities izaved
Bormowings

Criher liabilities

Total

Bank
1Julyzoih

Finanrial assets
Zash and bal aroes with banks
Loans and advences to ostormers
Irrestirent securities:

- Bsrmdlable for sale

- Loars and receivables
Cther assets

Total

Deposife fimmouetorers

Debt semurities izsued

Borrowirgs

Criher liabdlities

Total

Fair value methods and assumptions

Loans and advances o customers

Loans ard advarces to oustorrers are carried at armortised cost ret of provdsion for impainment. The estirmated
fair e represents the dismunted aronmt of estirrated fuhue cash flove expected o be receivwed. Expected

amount Levels Level 2 _Total

Birr'ooo Birriooo Birr'ooo Birr'ooo Bitr'ooo
=k So0ER oom, 2
Bode o =¥euld sl Sobse7E
F= I F=IEae =TSR
5850 0070 =00 o
—15:235.568 45:235.568 45,235,568
443500 424350 4043500
oy Cem et alacala-il e el
1,370 11,370 11,370
14,000,120 14,000,128 14,000,120
igioce icizc0 Pl el
45:832.074 45832074 45832074
1,570, e 1,570 L3R
& ¥ulzaty ] = Ya) aly=la] =Nl aty S
653 F0E, Mz FvosRE
oo o LASEOC0 Ao o0
—4Lg91z90 41,591,290 41,501,290

msh flowe are discourted af effective interest rates to detenmine fair walue.

Borrowings

Bormowings are carried at anortised oost. The fair wslue of the bonowings ot each reporting wear end was

maloulated by fair wmluing the outstanding balanes ateach preceding wearend to the curnent vear.

Yahiation technigue using significant imobservable inputs - Level 3

e fair value hierarchy categories

A Bepe *- g periods covered by these anrmal finandal staterrents, there were 1o
a et of significart inpats o the—ded

dpesEluation process becoming obg
§ BTN

asset reanred af fair walue onsubsequent recognitior.

Annual Report 4
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Notes to the consolidated and separate financial statements

Forthe year ended 30 June 2018

5 Interestincome

Interest on agrioulbare loans

Interest on memdfachuring loans

Interest on mining and Erergyloars
Interest on serdoe loans

Interest on lesse services loans

Interest on micro-financing loans
Interest on staff loars and advences loars
Interest on individual loans

Interest on irsestrent securities
Interest on furd placerment

6 Interestexpense

Interest on deposite

Interest on Ethinpian Govermirent Sasdng Bonds
Interest on MNational Bank of Ethiopda bortosing
Interest on Ministryof Finane borrowing
Interest on China Developrrent Bank bormowing
Intereston leasehold land

= Fee and commission income

Corarission inmine on CPO ard FT
Conrrission imiTe on insraree
Cormmission on lethers of oedit
Cormrission on metaged fimds

8§ Other operating income

Rental inmime

Gain on disposal of property; plant and equipirent
Fain on disposal of aoquired assets

Penaltycharge itoore

Fain on foreign exchange

Cther incorre

g ﬂlllillﬂlﬂ&lllll‘l

Forthe YearEnded June 30, 2018

Group ‘Bank Bank
FoJunezm8 3o Junezmf 3o Jwmezody
Biir'ooo ‘Birr'doo Birr'ooo
1107047 1157047 4020
2,440 2,440 b=Talr alepal
‘0,009 0,000 805
20,540 20,540 Fa5
Fo540 Fo040 FHood
135710 135319 17,540
2545 25453 1555
= 5 =ca]
51477 481477 44542
TP TRETT 15040
468279 4082203 3212524
Group Bank Bank
30 June zc8 soJunezaif 30 Junezoy
Birr'ooo Birr'ooo ~ Birr'ooo
G485 G455 15,037
o509 Sg09 4o
Q004 00471 = c i
e 8,0 L=y
45,504 45,504 47540
g2 =2 =
1,585.699 1,585.609 135073
Group Bank Bank
FoJunezmf  3o0Junezofd 30 Jumezoiy
Birr'ooo Birr'ooo Birr'ooo
15,07 1507 4,523
305 305 3937
b Tl b Tl o050
== == 14,70
278 323 2 3 120,126
;_3'_!1:;_:_1__:;;'@ Bank Bank
goJunezmB8  3oJunezmB 30 umezoiy
Birr'ooo Bitr'ooo Birr'noo




Development Bank of Ethiopia

Notes to the consolidated and separate financial statements

For the yearended 30 June 2018

g Loanimpairment charge

Loare and receivables - charge for the war (note 153)
Loare and receivables - reversal of provision (note 158)

10 Impairment losses on other assets

Cther assets - charee for the wear (note 18)
Oitter segets - reversal of irpaitrent losses (hote 15)

11 Personnel expenses

el aries and weges

Saff allovences

Perginn costs — defined contribution plan
Persion costs — defined berefit plans
Cther staff experses

1z Other operating expenses

Trere] and perdism

Fiel ard lubricarts
Aditfess

Fepairs ard rraintenance
Tilityarnd corrrrmications
Frinting and stationery
Rent

Subscriphion & publication
Donatiors

Enfertartrerdt

Event orgardization
Ad-ertiserrent & publicity

 Birrooo Birr'ooo Birrooo
00785, 007054 3,08505
4071 40,724 aticu]
4412 448 4412448 1734401
Group Bank Bank
joJunezoiB  3oJunezoiB 30 hmezoy
~ Birr'ooo Birr'ooo __ Biwr'ooo
= rlacc
1;68,05\9} ';ﬁEﬂE‘_;']'

Iﬁﬂ 059} {68 .050) 7.633
 Growp ~ Bank ~ Bank
godunezoiB  joJunezoiB 30 June 201y

Birr'oon Birrooo Birr'ooo
09 i =08
20150 20,150 a bl
25,554 25084 2,745
27 7L 15584
413 41240 o4

476,281 475801 405109

goJunezo0il 3o Junez2mB 30 hmezoly
 Birrooo " Birt'ooo Birrooo
25008 24559 2,775
ol iz 50y
1,355 1,395 o33
17E 17104 10,508
1520
5155
20,553
p=Ac =
101
1,748
1004
oo
e
cEat
el
i a]
5045
17551
4,502
1z,507
220,917

For the Ye:
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— 1 = B i VRPN SERTR
Forthe vear ended 30June 2010

_Gmuwp  Bank Bank
joJurez2md  zolwnezol 3o Jumezoiy
Birr'ooo Bin'ooo Eiir'ooo
13 Currentincoroe tax and deferred tax

13a Income tax expense/{Income)
Tax expense
Current incorre tax =750 2RSS 24,953
Deferred inmrre taooredit) to profitor loss {7030 et m ) TR
Total charge to profit or loss 202,500 202,020 B2.004
Income tax charged {credited) to other cormprehensive income
Taxt (oredit) on other conprebersive inoome T s ] 080 { co)
Total income tax charged {credited) to other comprehensive ' _ ; I
income 3,686 3,686 {55}

13b Reconciliation of effective tax to statutorytax

e
1]

The ta on the Bank's profit before inoome feecdiffers from the theoretical aroumt that would arise 1sing the stahatory incore tax
rete as follove:

Group Bank Bank
3o Juezomd  goJunezoil 3o Junezony
Birr'ooo _ Birr'ooo __Birr'boo
Loss before ta 6 per IFRE {1,0rm,450 {2 s, =l) C=mny7re)
Less: Effect of reconciliation of loss before taw urder IFRE to GAAP .l ~Y
Laas before tao {1.675.451) (1,675,216} 364,020
Tax calculated at stahdory tax rateof 30% (502,035) (502.505) 109,470
Add: Tax effect of disallowed expenses
t = 525 &3
Donation 0 a0 et ]
Feralty 5 3 g
Depreciation & arortization for 20073 b=l =] Eao
Provdsion for loans & other assets as perIFRE L 152,21 o= Taa
Errpoves berefit experse (actaarial w=luation) A450 A, 450 o
20% mroision expense & perthe new inoorme tax 52055
Met effect of recondlistion of non-deductible expenses { 534427
1,355,020 1,355.020 55.402
Less: Tax effect of allowed expenses
Depreciation for ta: purposes 15,518 1G,CA7 13ioe
Provdsion for loans and alwnoes Az2,00 452,053 155,2E0
et effect of recondlistion of deductible experses o [150=a0)
Jq8.a77 448377 13,122
Less: Tax effect of income taxed at source or exempt
Fain on foreign exdhange due o ¥ fati i -
Interest on treasury bills 120,00 125,025 115158
Interest on foreign deposits 1z,mA3 12,013 20
Interest on local deposits o000 f e i} 1,404
Fain on disposal of property, 88z o 245
Met effect of reconciliation of incorre taed at soupess
orexerrmt to GAAP 1“"’

Less: Effect of utilization of imused tax losses

Iroorre taat =0%

Annual Report
Forthe Year End
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For the yearended 30 June 2018
Group  Bank Bank _Bank.
jodurezof  3olwmezoil 3o Junezoy 1Julyzo16
13c Current income tax recoverable/ (liability) Birr'ooo: Birr'ooo Birr'ooo Birr'ooo
Balaros at the beginning of the vear (a5 (10,173 R Tal {122,393
Charge for the vears
Incorre tax expense (=7=,80q) === G| (24,053 127150
Pagrrent durirg the wear G508 (o] 10,104 1]
Balance at the end of the year {z76.430) {z06,408) {10.133) 4,7
13d Deferred income tax

Defened inoome tax assets are recognised only o0 the exdent: that it is pobable thet fihure taxable profit will be amdable azainst
which the tErnporary differences can be utilised. Deferred incorre tax assets ard lishilities are offset when there iz a leglly
enformeshle rght to offset curent: tax assets agrinst ourrent ta liahilites and when the deferred incorre taees related to the same
fiscal authority.

Group Bank Bank Bank
3o June 2008 3o Junezoil 50 June 2017 1Julyzo1f
Birr'ooo ~ Birrooo Birr'ooo Birrooo

The analysis of deferred tax
assets/(liahilities)
Ta be reoovered afier roore than 12 rmonths {18455 (1874530 (2428 (zmd,252)
To be recovered within 12 ronths = = = 2

{afl7.q430) (187430} (261,428) (234.232)

Deferred incorre tax assets and lishilities , deferred incorre tax charps/ioredit) in peofit orloss O'P/L), it equityand otler
cormmrehersive inoomre are atributable o the following iterns:

Group,/Bank
Deferred income tax Credit/ Credit/ (tharge}
assets/{liabilities): AtaJulyzoir  (charpe)toP/AL 1D equity 30 June 2018
Birr'ooo Birr'ooo Birrooo Birr'ooo
Property, plant and equiprment i 2 Eo,49¢4 19828
Post erviploszrent benefit oblisstion 301 B0 aaln] 10880
Total deferred tax assets,/{liabilities) (261.428) 70,304 086 (a87.q30)
Bank
Deferred income tax Credit/ Credit/ {charge}
assets/(liabilibes): Ht:l..]'u]:fib:l.ﬁ (charge) to P/L 1o equity 30 Iime 2007
Bitt'ooo Birr'ooo ‘Birr'ooo Birr'ooo
Property, plant and equiprment 24717 =0,7d) =ttt
Post m]pb:mmt benefit obligation (=t o5, (55 fLig
£ T i) -
(=34.232) (27144} {55) (261428
Group Bank

joJunezmf  zoJune 2018
Birr'ooo

Deposits mth f:ureugn berkes

ﬂlilillﬂl HE[II]I"I
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E-e the year +-s.mﬁ.i 30 June -fnJ%

Group Bank Bank Bank
Maturity analysis goJunezomf  3oJunezoid 30 Junezoiy 1 July2m6
Birr'ooo " Birrooo Birr'ooo Birr'ooo
Cunent EyEn0, 574 (aTaulat= g o, T35 001 b=t = ol o]
Mor-Currert: ST SEEeT ghg i LETR1En
6083531 Go73020 4,604,603 4,043,580

14a Cash and cash equivalents

Tash and cash equiwlents in the stterrent of msh flowe are the sare a5 on the staterrent of financial position s the Gmoup ard
Bank had no banl overdraths, estricted current acoournts with the Mational Bank of Ethiopia and aroomfs due fiom banks on
derrard or with anorigingl mehrityofless than three months or less ot the end of eadh reporting period.

Group Bank Bank Bank
o0 Junezol 30 Junezoif 40 Junezo17 1Julyzou6
Birr'ooo " Bir‘ooo Birr'ooo Birr'noo
Cash in hand =21 o == FhoH o=z
Balance held with Mational Bank of BEthiopia 2,057 TF2OST [Tl umlc: 1,257,100
Deposits with local banks 4poogts LT 1,040,450 shoy =g
Deposits with foreisn barks 2,081,200 2,501,208 20000 2,185,850
6,083,551 6,073,020 4:604.605 4,043.589
Group Bank Bank Bank
30 -June 2018 0. Jimezoid 30 Junezory 1 Julyzoa6
Bitt'ooo Birrooo Bitr'ooo Birr'ooo
15 Loans and advances to customers

Agriculhure 50,405 5008 Gyo03535 Gzta17
Marufachring == e == e Z37E0,0m Z2,052,700
Mining snd Energy TERELE TEHFLG e = at= ]
Servce 401555 401357 504045 &rzat
Lese Serdms (rote 163) L2575 1,23 a0 2434
Micm-Finandng fCic=ata ! I3 o = Tpddo, =
Irdividual loare - - 14,700 10,027
Staff loare and adwences 207387 =gy 17T 0G50
Gross ammount FER- T EE T e T 35,37L034 Fe,rrofzs
Less: Impainrent allovwanoe (note 150
- Bpedficimpairment (5345055 { 33430550 (1=l (L4542
- Tnllectw inpainment B afeqn) B A e [ B mee ot

20,414,327 20414327 27567205 26,630 626

Group Bank Bank Bank
Maturily aralyss 30 June 2018 g0.Jimezo1d F0 Junhe 2oy 1.}11]3?'21016

i = Birr'ooo
Curent
Morn-Current:

15a Lease services

The Bark, & policybagg
hue-pmzhasas lezmes i

p PiNmicyen

A Jume F0, 200T
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Notes to the consolidated and separate fin

For the yearended 30 June 2018

ancial statements

A recorpiliation of the goss insestrent in the lease at the end of the reporting period, and the mresent walhue of minirarm lease

parrrents receisahle at the erd of the reporting perind, is as followe:

Gmup  Bamk Bank Bank
3oJunezm8  joJumezo0if 30 Junezmy 1Julyzoaf
Bitr'ooo Birr'ooo Birt'ooo Birr'ooo
Gross investrrent in the finance lease reeiable B2 710 252,540 AT
Undishursed cormmitrrent balances = =Ta =) [ ZroneEg) 1,570,520 NERICY]
Unearned financs income =S sF=g =) f==istec o) (AeeEE) (Bt
Earred finance incorre AGo7 SECET L= )] Y]
Gross amount 1,702,375 1,702,375 357,904 2,134
Irmpairtrent allowance forimollectible roid o
lease parrrents recsivable [ ooz {Zooyg) {1e7Eo =
Present value of minimumlease pagrents 14016062 1,401,602 392,124 2,431
Gioas investirent in the finarce lease remivmble:
- Mot later than ore year 458,284 45284 IS0 414
- Later than ore vear ard ot later than e wars 1,000,578 1,090,278 1,074,242 1,000
- Later than five vears Lo LoFTes BT Lo
2,724,430 2,724 410 2,652,516 313
Present value of minirmimlease pastrents merrbe analweed as:
- Mot later than ore wear 28700 23,500 53R B4
- Later than ore vear ard ot later than fiwe wars [= o004 HA0g iA=8
- Latter than five years P s 203701 n g )
1,491,662 1,491,662 =29 2131
15b Impairment allowance on lboans and advances to customers
A recondliston of the allowene for irmpairirent losses for loans and adsances to ouetorrers bydass, is s ollowe:
Group/Bank Bank: Group/Bank
Kpedtiic allovance for AsatiJuly Charpeforthe Asatzo Jume Charge forthe AsatzoJwme
TnpcErent 2006 year 2017 year 2018
Birr'ooo Birr'oon Birr'ooo Birr'ooo Birt'ocoo
Lgriculture ket ratc .t
Marmfachuing 15428 1o L= 1307451 S s
163,428 211810 1,375,238 1073802 3:349.039
Group,/Bank Bank Group,/Bank
Cﬂ!!ed:maﬂmmcefa‘ AsatiJuly Charpeforthe Asatzo Jume Charge forthe As at3o Jime
i 206 year 2017 year 2018
Birr'ooo Birr'oon Bitr'ooo Birr'ooo Birr'ooo

For the YearE
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Notes to the consolidated and separate finanecial statements
For EE'&==.~. year ended 30 June 2018
: : Bank Bank Bank
g0 e zoad g0 June 2o 30 June 2017 1 Julyzoah
Birr'ooo Birr'ooo Birr'oon Birt'ooo
11 Investirent securities
Available for sale:
Equitsrirrestrents 1,350 pE M) 11350 11370
11,371 11376 11,3716 11,371
Loans ard receivables:
Tressury bills o009, b==Nuul=lrut 13,004,305 15,004,517
Ethdopian Governrrent bonds oA et ST 1o o Lo
Gross amoumt 31.624,349 3624399 15:030.044 14996128
Less irdividual allowence for itnpaitrent
(i) 8,320
Bank Group Bank Bank ‘Bank
Matuity analyss soJimezonl o Junezoa 30 Jume 2017 1 Julyzo16
Birr'ooo Birr'ooo Birr'ooo Bir'ooo
Current b= Nuul=Trut 204009, 153004,805 15004,017
Mor-Currert Soetos pu s ate o] 108540 102057
Fub35.7=25 _phzgoes 15.048.320 15,007,504

The Bank holds equitvirsestrents in Ethrswitch of &% (20 une 201w 28%, 1 July 2oade &%) and Ethiopian Sugar Industry Support
Certer Share Corparyy of 04a1% (o0 Iure 201w 041%, 1 July 2000 0a1%). These imestrents are inguoted  equity seoarities
tressred at met

Zinee ifs establishrrent, Ethiopian Sugar I ndustry Support Jenter Share Compary wes operating umntl it wes dissolved in aomrdance
with the Correrercial Code of Efhiopiaof 10f0 Article. 400! 1, by the esdranidivery sereral reesting of the shareholders held on =7
Jure zooo, The reasor forthe dissolution was the establishirent of Ethiopian Sugar Dereloprent Sgerovin canrvout the obiecti-es
of the corpany by Prod areetion Mo, gowf=ood ard the letter of iretuction dated o Nowenber soo7 to the shaeholders by the
Mindstryof Trade and Indistry o dissolse the cormpary.

In amordarnce with the Corrrercial Code of Ethiopia of 1000 Srticle 408/, the expreordinary genersl meeting of the shaelolders
keld on 27 Nune 2oogappointed Andit Servdces Corporation to be the liquidators of Ethiopian Sugar IndustryiZenter Share Conparsr.

Acmmingy, the liquidation process - was caried ot and the Bank received cash anourting to Binr 51,8044.4, after the meporting
period, in Moverrber 2008, Ot of the total pamrent, Binr 45804.14 represented the Bank's shiare of retained earrings (net of tad,
while Birr Soooweas the pasrrent of the carrving armount of equityrheld inthe dissolvwed compars

The fair wlue of the unquoted equity semrities carried at mst carrot be reliably estitnated a5 thete are ro actise market for these
finarcial instnaments; thevhare therefore besn disclosed at mst less inpairmrent

Tressury bills and Ethiopian speenament bonds are classified as loans and receivables becase managerrent’s intenton is o hold
these investments to mahurityand thev are not beld for trading, mansged on a fairvalue besis or quoted in an active market.

17 Investient in subsidiary
Ethio Capital & Inwestrent FLC
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements

For the vearended 30 June 2018

{i)

(i)

The Group hes ore subsidiaryoonpanty; narrely Ethiop Capital and Investment FLC, which is directlyontolled beythe Group. The
suteidiary hee share capital corsisting solely of ordinery shares, which are held diredtly by the Group arnd the proportion of
owmership interests beld equals fo the soting rights held by the Group. The coumbry of incorporation (i e, Ethiopia) is its place of
busiress.

The subsidiarvis owred bysix shareholders, with rajority of shares (ooooq shares ot of 100,000 shares issued on 14 Jure 2017
teitg held berthe Deseloprrent of Ethiopia. The mrmparsy was established during the reporting perind and the shares were fullypaid
ipincash at the tirme of ite estaHishrrent. Mo additional shares hase beenissued subsequent 1o indtial share issuance.

There are ro sighificant mestrictions on the Groups ahbility o amess or wse the assets and setfle the liabilities of arer member of the
g,

Based on the mntrechial arvangerrents bebween the Group and the shareholders in the subsidiary, the Group has the pover to
appoint and rernose the rejorityof the Bosrd of Directors of the entitsy oorrparsy,

The relevent actisities of the subsidiszvis deterrrined berthe Board of Directors of the subsidisrvbassd on sitople rrejorityshares.

Therefore, the Ditechors of the Group conchuded that the Group has conbn] over the subsidiary and wes corgolidated in the Groug's
financial staterrents.

The table belovwrshowe the detaled inforrmation on share holding in Ethio Capital and Irrestroent FLC:

Ownership interest

Natweof  Countryof

et Conian b ikl johmezomf 30 Junezory 1Julyzoi6
%? Capital & Investrent Ssset 5 Ethinpia coics

MNon-controlling interests (INCT )

et below iz the surmrranized financial infornmation of only one subsidizey, Ethio Capital and Irnsestrent FLC, which hes rorme
mnirnlling interest, esen though it is immaterial o the Group. The inforretion is presented as at 90 Jure 2048 and for the wear
erded moJure 23 inwtich the mmparywes established.

& Investment
Summarized staterent of pofit orloss _ PLC
Cperating incorre o
Cperahing experses 8= Ta)]
Inrpadrtrent charge on finatcial sesets
Profit before 2 (&=
Iroorre tax expenae E
Profit{loss) for the period {166)
Profit{loss) allocated o INCI {o.01)

Consolidated staterment of financial position

Thtalequity
Thizl liahilities and equity
Accwrmilated NCIT

Annual Report a1
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the year ended 3o June 2018

‘Ethio Capital
B I‘Iﬂ‘ﬁﬂm
Surmmarized statervent of cash flows
et msh fove (uszed in) fiom operating activities (=00
et cash flowe (uszed in) /fiominesting activities Cao
Met msh fowve (uszed i) /from finand ne activities
MWet increase’ (decrease) in cash and cash equivalents {300}
Zazh and cash equivalents , beginning of period pmfa s a]
Cash and cash equivalents, end of period 9,010
Group Bank Bank Bank
soJmezmB  3o0Junezm8 30 Jume 2007 1Julyzoab
Bin'ooo Biir'ooo Birr'ooo Birr'ooo
18 Other assets
Finanrial assets
Remivable finmother banks 185,005 185,055 A700 L0
Stadf advarces St G E 2185
Sundryreceiwtes Lgegtan R e Z20a7E pE (=Tl
2,117,103 2,117,161 373,970 151,586
Less: Specific impainment allowsncs (hote 178 (1081 (A0, EHT) 214,008) =22
2,106,346 206,344 zhz o0 igilzge
Non-financial assets
Aesets held forlease OO, SE0,E70 b e -
Prepad staff experse 10,65 101,652 o ety AT
Prepastrerits i7Eeg kL e 14,575 18709
Irrvenitney 1,0 1010 i1 Rl
Repossessed collatersl 1,807,458 1807458 L4535k 45hrioy
Walue added te recoverable ] g
2,220,203 2,220,000 1821886 523.425
Lesis: Specific irmpainrent allowencs (hote 1720 {24z404) {242,494) {=oorod) (=g=asd)
1,086,700 1,086,572 1612384 zm.zllg
Gross anowt 4,093,055 4,092,917 1,874,487 g22,544
Group Bank Bank Bank
Matwity analysis soJumezoB  30Junezmf 30 June 2017 1Julyzoafh
Binr'ooo Birr'ooo _Birr'ooo: Birroboo
Current ol i F25E
MorrCurrent 1,825,00 Jpo,0eg
1874487 422544

82 ﬂlllillﬂlﬂ&lllll‘l
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the yearended 30 June 2018

Propertifassets Teld for lesse relates to sezets that the Barnk has reeived underleters of credit for whichiit hes made pasrents on

behalf of its custorrers, bt the related sssets hase not been transfened o the custormers tmtil such tirre that all the fonmalities for
hard-over is finalised.

18a Impairment allowance on other assets

A recondliaton of the allowesree for impairrrent losses for other assets is as followe:

Balance at the beginning of the year s =) 7,500 262408
(Reversall)/charge for the ear (note 10) {03050 {03050 B30
Balance at the end of the year 253,311 253,311 321;3ﬁ9
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GEOUp Bak Eank Eank
30 hmezoif g0 Nune z0if 3o Junezedy 1Julyzodé
EOT 000 EBiry' oo Eirt' 000 Bitr'ooo
19 Inyesdment propaty
Cost
Atthebeginning of the year 252,484 232484 23484 252484
ACHEITOTE g 129
Atthe end of the yea by agmbag s L 8 a3aqiy
Accumulated anuetis ation:
Atthebegnning of the vea 2240 8,540 -
Charge for the year 3,998 395 3240
Atthe end of the yes imgs Amaag B340
Netboak vabue agzTh zig. 2 [ XREE] =3z 484
193 ANLAMLs T eco gnised in e ofit o Loss for nvestnent [ operties
Group _ Eak _ Bank
30 hme 20af 30 Amezoad 3n~hl:l].t'.nﬂ 17
Firx'o0o Bt 000 Fitx'ooe
Rental inoome 17mE T 774
Diivet operating experses ffom propertyrthat peretated wntal foome
a7, 7oft imrof 1773

1gh Fair value mezan ament of the Bank's Investnuent properties

The Barls iToestment property is messmed at oot These properties chde those held for verdal ponposes and these ino which the Eank ooipdes an iteigrdficard
portion These properties ae held toeamrerdak and D mpital appreciation There ave mxrenthy To wstrictiore oncthe reliabilitrof these oo perties.

Troves fom erit propetty £ indtdallr messimed at ooet melading trare acton costs and suleequerdly meanmed af demeciated oost (kss arg aommmualated im paitment beses),
Depreciation i caloilated 1Eing the stadght-line meattod to allcate thedr ooet to thedr weeidual wloes over thed estimated 1eefill Hves of 5o rears. The far wloe of
iroes tmeent properties has beendisclosed ‘as weqiived

The fairvabe of the Eank's Iroestment property &6 af o0 Jae 2048 has besn avived st by the Banl's enginests. Baed onthe bank valuation maroal, all peoperties ave
wrahied 1EinE the ooome appaoach o the cost appeoach depending on the avadabdlity of data . The oot approach £ based on determination of the mirdmam @st of
replading o wplicating the serie poterdial embodied in the property 1Eing comparable matetial and workmarehdp, in the most effident way practicable, spoeri the
SEME Equitemerds, the age and corditionof the existing propertyr and replacement i the rormalomnse of the heitess. The approach madnly rorolves determ nation
of weplacemerd oost of developmerds and oores pordite depreciatinn

Inapplyingoost appinach, tilditgs awe fivet @temreed aomrding to thedr parposes, hedght, materiak of constnaction and size Then each mtegoriris finther dassified
into grades hased onthe quality of materiak 1Eed By the coTemaction For the arnalysis of cost ofoors thaction com plete stachnal, archiechnal, electical, s andtaty and
other desipre of wwmecerdative ldings are collected and bill of quardity is prepaed 1Eig oeverdhr apdated it prie maroal, fnally the adt st per ma and oy ger
my £ determined bordivid ing the estim ated cost of the core ractiomo fthe taldirg o the baildirg's plivdh atea or whme

Lard lesse valne is mot consideved inestimating the walue of the bl ing & the Eank does mot have cordo] crer the land ard can therefore it recogrdse the land a5 an
amet, There has been T change to the mhatin techrdg e duing the year

19¢ Fair valuehier achy

Detaik ofthe Barls Inovwestmerd properties ard rdorm ation abonat the fair wabhe bierardor at go e 2048, g0 Tae 2007 and 5o 7o 2016 s pectinehr are o follows

Group,BEank

Tevwl 2
70 June 20 18 ;

Birr 000

Level 3
Ehr'ooo

Troves tm e pro pert £

Bank
30 Jume 20 17

IToes T AT P pett s

Eank
1 July z0 16

Troves Tom e pibn pett s
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Development Bank of Ethiopia

i 1 b i
Iinansial stal

Furchased  softwareumder
software Progress Total
Group,/'EFank E- L) Bitr'o oo Hirr'oos
z0 Intanghle Assets
Costz
A5 a1 July 2016 F98m 12,081 51A73
AOQUHEiTOTE 141 EAE £
A5 3k 0 June 2017 00T iz, 66 i
A5 3 i July zoa7 00 12k ga el
A UEIHOTE (X1 10,713 70T
A5 3 30 Tune o1l 6305 23310 L5 e O
Acoumulated anetsation and Imparnuent Los ses
As ab i July 2016 a8 g a8,y
Amortisatinn for the wa 4501 4541
A5 3t 30 Tune zo17 Kbt b vl
AS a1 July zoar 3327 3,327
Amortisation for the wea 457 457
AdjiEtment a8 oo
A5 3t 30 Tune 2018 3*0?95 T 005
Nethook value
A5 abd July 2016 15T iz082 THIJT
A5 3k 0 Tune 2017 B, iz 626 19,332
A5 3 30 Tune o1l AP0 O 23339 3620

Fulldings. vel‘udﬂ mm &e@dpcmm:mﬂlm 13’3;3:{ Teasehald land Total

—_Eirrooo ﬁrr'ﬂq Eitr'o0o Bitr'oo o Einr'oon Eirr'ooo Eitrooo Eirr'o0o
21 Propaty, plant and equipment

GToup
Cost
As a1 Fuly 2016 Sha, 151 206,155 25,577 19942 ghes 39.5% g28,309
Additiors - 254 349 da.434 e 88,163
DEposak (Bl (167 (Bag
AdEtment (7o) (o)
As 3t 30 June zo17 Shzagi ‘=482 248w 3e.zom 13T 64 47370 : B R
As a1 July 2oy F,151 214 G286 24,872 #oaq1 137364 47am Lo, B
Additiore 4136 27 LR 4857 3982 £, 200 3437 0,534
DEposak e L)
Trteoff (50460 (55500 - 3.425) (15,520
A5 3t 30 Tune zod o 30,031 225 i Lefi g0 3590 3437 1,065,158
Acoumulated depreriation
As a1 July 2016 iazd B 508 TEET 12542 2B 560 116 248
Charge for the year 30828 1,7 Li1q 5,07 16 3,604
DEpasak 620 (32 (Baz)
AdjiEtment H1g E} S22
Bo,z95 9,501 A6 f 39,656 irofzi
go20g 9,501 17648 .56 17821
£, 716 2,306 4564 14041 1 To20
(3 508)
ga17 2854 2 (5,177)
4414 365 3.8 670
95901 46,653 :
137,650 59,326 3059 - ' ' : '
134531 5708 azamt | 2 ‘Wxﬁ 3
134130 B | Gl SH90 4 7 . “. e

For the YearEnde wive 30, 20
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ap tha vear anded 2 18
Motw  Bonire mahinery | Compute  copitdwork :
‘Buildings  vhides mifiting Gequipment inwallaions nprogres  Lewcholdlad  Totd
Bitr'oon nin"dhib'. BiXr o0 BT 000 By ooo Eirr'ooo: By 000 iR 000
Eank
Cost
A5 ati July zo16 Fo, 51 W3AT 25577 19,947 ggieg 39599 232,300
Additiore - 549 1,349 43494 TATL 88,163
DEpeak (B8 (1) Hadq)
AdjiEtmert o) (04
A5 atgoe hune o1y b, 151 o i [ Pl 3201 137,364 Fh3T0 1,024, 8y
Asati July zoay g2, 151 214,826 2487 48291 170 AT AT 102457
Additiors 41 AT 4413 4857 &,048 6,220 3437 o8
DEprak (4 ma) (470
T te-off [H. 0460 [T a{a)] 15925 (15 520
A5 atgo June 2018 6,2 8 230,073 26,237 '4:3,148 Az Bh 3590 3,'4_;'? 1,06&11.6
Accunulated depreciation
As ati July 2016 o4 G, 508 it d 12,542 et 2] 116,218
Charge for the year andad 14,730 11 5,0% 11096 63504
DEprak 319 Y] (8a2)
AdjriEtm et - H1g - I Haz
A5 atg3o uneZodr 3E T Bozo5 0L 17,618 Jo656 1rgdad
As aty July 2oy 3275 Foz95 2501 el 3t 39656 tE el
Cherge forthe year 35563 18,716 2,904 4,564 14029 1 75200
DEpeak (3608) (3 608)
Trite-off R Ea5 (T ] (10,4487
AdjEtmerd - g 265 4at) L3867 gz1
A5 at3o hme o 68,35 25001 9,35 CEbal 46651 1 i
Nethoak yaue
Asats July zoi6 0, 22T 137,650 17,890 Ta00 S g<b 39,509 fzz09
A5 atgo June zouy 529,799 135 153 20,673 97,708 FhaTo ‘Ba5053
A5 atgoe hume 2018 HTATE 134,130 16,921 2P vd 95T THhoao =3 Bagazg
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements

Forthe year ended 20 June 2018

Group Bank Bank Bank
30 Junez018 30 Jimezo1f 3o Junezoiy  1Julyzoi6
~ Birrooo Birr'ooo Birr'ooo Birrooo
22 Deposits from customers
Dernand deposits 05572 sh5572 5295 E,237
Bavings deposits 19,712 19,71z 19400 13,5160
Tirre deposits 105,014 105,504 105,053 0,02
Cistormers deposits in foreign currency qz2,057 A2E,057 E5o,i55 fugo=g
1112935 1,112,035 990,212 1,379 Baz
Maturity analyss
Cirrent 1,001,042 1,001,042 Ao, 101 121,87
MNon-Cutrent 114,204 114,20 02 177,001
1 112-,9115 1 112,93“3 Qo213 :l.ﬁﬂ 212
Grtup Bank Bk Bank
30 Junezo18 30 Jwmezoal 30 Junezo017  aJuly2016
_ Birrooo  Birr'oon  Birr'ooo Birfooo
23 Debtsecurities issued
E thiopian Gosermrrent Sadng Bords 10, 445,011 10,445,611 8,804,451 R = =Rrata]
Grand Ethiopian Renaissance Dam 40,700 45,798 101,084 3,074,070

10406 000 10,406,009 895,570 8 050 786

Ethiopian Gowertrment Saving Bords are bonds bearing indtallyinterest rates of 5% and 6% per anmenissued bythe Bank,
with the Ethiopian Sovertument guaranty, with maturity periods betwesn 1o 5 wears and over 5 vears, respectisely. The
irterest rate was later changed to 7.5% and 8% per armurm, in that order The loans are measured using an effective annual
interest rate. Cm top of that, there are sorre bonds being issued with no interest rate, which were measured at effective
interestrate.

The Bank has had no defaults of principal and interest or other breaches with respect to its debt securities in arerof the wears

under consideratior.
Group Bank Bank Bank
Maturity analyss 30June2018 30Junez018 30 Junezoiy  1Julyzo16
Birr'ooo Birr'ooo Birr'ooo Birrooo
Current 244,247 244,247 884,005 363,055
Non-Current 10,251,700 10,251, 71 S0, 571 FiOoE,oH

10,496,000 10,496,000 8,965,570 8,056 786

23a Reconciliation of debt securities issuwed

Balance at the end of the year
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements

For the year ended 20 June 2018

Group Bank Bank Bank
jo e 2018 3o Junezoil FoJunezorr  a1Julyzoab
~ Birr'ooo  Bimr'ooo Birr'ooo Birr'ooo
24 Bormowings
China Deeloprment B ank 1,105,004 1,102,004 1,155,200 1,145,547
Ministryof Finanoe G085 A0 [ a'a ]t Tu] e ae e} X ualu . =)
WNational Bankof Ethiopia 47092017 47,052,817 ZhEA T 25,005,000
54.54%.222  59.541.222 32301839 30658742
Matigity analysis
Current 4,184,012 4,184,012 4,312,710 &,002,420
Mon-Currernt £, 367,210 oo, 3 5R240 28,070,108 oot 3oE

54,541,222  5).5q1,=23z 32,391,830  jo,658 742

A Foreign Borrowing from China Development B ank (Direct Facility in 1.5, Dollars)

The Bank has borrowed two foreign loan facilities armounting to T232smillion and U2 450 million from China Desvelo prrent
Bank with floating interest rate (bearing interest &t the rate of & nonths UED LIBOR mte plus 2.56% margin per antiirm.
These special loan faciliies are repasable sermi-annually, in 7.2, dollars, conmrrencing on 20 May 2013 and ending on 4
Septernber 2ozs, The borrowitgs are measured ateffecti-e interest rate.

B Borrowing from Ministry of Finance (on-lent Facilities in E thiopian Birr)

The bormowings from Ministry of Finaneoe are loans on-lent facilities from sarious international lending institations bearing
interest ranging fmm 1.5% to 2 5% per atmum and repayable inEthiopian Birrin seri-anmal installiments, commirencing on
= January 2oi3 and ending on g0 Jure 2o260 E thio pian Birr, The borrowings were measured ateffectie interest rate.

C Bormowing from National Bank of Ethiopia (Direct Facilities in E thiopian Birr)

The local bormowings fivm Mational Bank of Ethiopia are inferest bearing loars obtained  at the rate of 3% per armurm with
principal being repaid after 5 wears and interest being paid armually. The loans are repasable in Ethiopian Binr. The
bormwings are measured at effective inferest rate.

Deseloprment Bank of Ethiopia has cornplied with the financial cowenants of its borrowing facilities during the reporting
perinds umder revewr.

244 Reconciliaton of bank bormrowings

A recorciliation of the changes in borrowings is as followe:
Group Bank Bank
joJunezoil 30 J@Ei‘ﬂ:lﬂ 30 Jume 2017
Birr'ooo Birr'ooo Birr'oon

Balance at the beginning of the year az,901,830 20,053,742

Proceeds frorn borrowings 2, 650,355 B,11z,207
Repasarent of borrowings {55, 0] {311t
Balance at the end of the year :

88 ﬂ““llﬂlﬂﬁllﬂ"
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Development Bank of Ethiopia

Notes to the consolidated and separate financial statements

For the year ended 30, June 2018

25 Other liabilities

26

Financial liabilities

Letter of oredit margin pawables
Foreign exchange retentiors payable
Equityard other blocked acooumt
Defined contributinn liabilities

Risk fimd pavable

M anaged funds pawahble

Ancrued pasable

Other pavables

Mon-financial liabilities
Dieferred income
Etarrp dutypasable

Withholding tax and wwlued added tax parmbles
Oither tax payvable

Fross armount
M aturity aralysis

Current
MorrChirrent

Retirement benefit obligations

Defined benefits liabilities:
- BErmploves benetit plan fnote 20&)
- Medizal berefits scherme(note 2ab)

Liability in the statemment of financial position

Income statement c harge included in personnel expenses:
- Emp];:ﬂ_:,-ee beneﬁt plan (note 20&)

For the Yea

Group Bank Bank Bank
o Junezoif 30 Jumezoaf 30 Jumez20a7 1 July zo16
~ Birt'ooo Birr'ooo Birr'ooo Birr'ooo

1,452,377 1,452,377 4= 002 435,377

88,023 5,023 77T 43557
1,394, 301 1,374,391 1, EpayrET 554,543
Fy200 Y= ic] =A==t 2504
Hco8g 5,085 187207 2,033
G1,000 a1,000 seo02 7,850
245,534 243,534 =12t ala] 35,051
452,304 453,304 F=Eo7L 242,500
3977862 3077857 2,887,041 L495050
Q40

It . 1 275 ekt
11,372 11,372 1443 Bog
oo o2 =0l ]

b 384 16,366 6,619 10837

3:994,240 3:994 223 2,894,560 1,500 786

= 242006 Z247,800 1415 Bief Bog,q20

1,748,300 1,745,550 1,775 =500

3,994,240 3,994 223 2,894,560 1,500 786

Group Bank Bank Bank
3o Junezo0i8 3o Junezo018 3o Junezoiy  1Julyzoi6

Birt'ooo Birr'ooo Birr'ooo Birrooo

20,394 20,394 14,759 1=,287
S=37 [ah=ci = 550 [ ]
35031 35,031 20,045 14,945
275 F7a 08 1=203
B0 Bod o7 otz
4,595 ;595 4,005 18,045

2502

=7

8.6o00
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the year ended 30 June 2018

The income staterment charge included within personrel expenses includes current servdce cost and interest cost on the

defined benefit schetre.
Matwrily analysis Group Bank Bank Bank
Fohmezo18 zoJunezoil 30 memz;.r 1July 2016
- Birr'ooo Bimr'ooo Birr'ooo Birr'ooo
Current
Mon-Clrrent S5 25,051 2,045 15,945
35631 35031 20645 af.045

26a Employee benefit plan

The efnploves benefit plan is made up of three (=) unfunded schetnes which are severance benefits that are paid on wlutary
withdrawal, fimeral assistarce paid on death in service and pension prize paid on retirement. These plans hawe been
aggregated in deterrmining the retirerrent berefit obligatinn as the inherent risks applicable to these plans have been assessed
rot to be materiall vdifferent.

The kev financial assurmptions are the discount rate and the rate of salarv increases. The prosdsion for gratuity was based on
an indeperdent actuarial mluation performred by QED Actuaries # Consultants (Pt Ltd uging the pmojected unit credit
method.

The Group and Bank do not meintain anyassets for the schermes but ersures that they have sufficient funds for the oblizations
& thevorstallise.

(1) Severmice gratdiy beviefit

The severance benefits are based on the statutory severance benefit as set out in Labour Proclatration Mo, 57y =005, as
arrerded by the Labmar Carrerdrrent]) Proclarration Mo, 494 2000, Enplovess are only entitled to the benefite under this
acherre provided thevhave no entitlerrent to pension or provident fimd benefits at retirerment date.

The benefit applicable is thirtytHmes the average daily wages of their last week of serdce for the first wear of servioe, with past-
wears pro-tata, plus ten tires the average dailvwages of their last wesk of servce for each completed wear of service after the
first to & mesdirmarm of ore wears’ wages pavable o the member.

(1) Funeral Assistance gratuty beneltt

The fimeral aszistance berefit on death in service is one month's salary for non-managerrent staff and tao months' salary for
rmanagerrent staff with a minirmum pasrrent of ETE 5,000

(1) Pernsicn Drize gratuiiy bereit

The pereion prize benefit payable 1o all emplovess retiring at age 0o with a toindirmam of 10 vears’ service is 3 months’ salary
with a rminitmam of ETE . 5, ooo. Where ermplo sees retire ead v irom the Bank at age 55 and have served the Bank for at least 10
wears ard the Bank and otherermplovers forat least 25 vears, they will receise 2 months’ salarz

a0 ﬂlllillﬂlﬂ&llﬂl‘l
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Development Bank of Ethiopia

Notes to the consolidated and separate financial statements

For the year ended 30 June 2018

Thesplitof the defined berefit obligation in respect of the different berefite included is surmrrarized belowe

Group Bank Bank Bank
jodunezm8 3o0Junezo18 30hmezo17 1 Julyzoifi
Birr'ooo. Bitr'ooo Birr'ooo Birr'ooo
Severance berefit (resipnation) 16,470 A7 8. &,570
Fureral assistance (deathinservios) 1042 Lo4e ok N 4798
Persionprize (retirerrent) 11,575 1,570 ! oty
29,394 29,304 14,789 1z 23
B Amount recognised in the profitor loss 30 June 2008 30 JI.H'E 2008 :-]D Jtmezui';
Birr'ooo Birr'ooo: Birr'ooo
Zurrent sersdce cost 1,505 1,505 1,201
Interest cost 2,220 feRm.n] 1,327
3794 3794 3078
Gio Bank Bank
C Re-measwrement { gains) losses in other ﬁnJmmn:lE athme-iﬂﬂﬂ 0 JW"ZEH.'?
comprehensive income " Birr'ooo Birrfooo  Birrooo
Rerrpaswrerrerit (gains)flosses arising fiorn charges in deroeraphic
Eanrptiore = = 3
Rerreaswrerrent (gpire)flogsses arsitg fom cheangss in emnode
SEIIDHOTE 11,078 11070 (=030
Rerreaswurerrert (grive)flosses arising formchanges in experieroe 1,150 1,150 ci)
12232 1z 232 1,491
Dieferred tap (liability)f asset on rerressurarrent gain or loss {5,600 e e {353
8 562 8 =62 B3q
D Changes in the present vahie of the defined benefitohligation
Group Ban]::_ 3 Bank
golwmezo18 joJunezmB 50 hmezoiy
Bitr'ooo Bir'ooo Bitr'ooo
&f the beginning of the sear 14,780 14,759 12203
Current service cost 1,505 1,595 1,251
Lctuel berefit payrrents (1e21) R {1,703
Interest cost f=X=.n] b=t 1,327

REnBasmEment Cenire ) losses arisivg fromnchanees in dernographic

Discovmt rate (paa)
Long termsalarvincreases (p.a)
frerage Bare of Inflation (pa)

For the Yea
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the vear ended 30 June 2018

(i} Discoumt rate

In Ethiopia, there iz neither a deep market in corporate nor spemerent bords. Furthenmore, the market for tressury bills in
Ethiopiais inefficient and does notappear to be market determined . 142 10 does ot provide guidance for sething the discount
rate in acoumtrywith lirmited govermerent bonds orirstnanents.

The Bank therefore opted touse the welds on the Kenven govertorent bonds wield oure at the duration of the liabilities as at
the waluation date of each vear.
(2] fnflation rate

The inflation rate weas used to detertnine a reasonable estitnate o f expected lone term fubare salarvincteases, which terd o be
telated to long-tern fuhare inflatiorn.

The information contained in the Report for the 2017 Article IV Consultation prepared byrthe ITntemational Monetary Fund for
Ethiopia suggests that long-term inflation in Ethiopia is expected to converge towards & tareet of 8% over the long term. As a
result, an inflation rate of ouo%, 77f% and 10% pa as at 1 July 2046, 50 June 2017 ard 50 June 2018 espectively was tsed
based on actual average annual inflation for each wear per the E thiopian Central Statistics Agercy("CEA™) reports.

(i) hfordaliy rate
The rrortality mtes published in the Dermmographic and Health Sy ("D HST) coadreportcomnpiled bythe CS8 was applied o
giear age bands between the ages of 15and 49, For ages over 4% mortality rate was sesutred to be in line with the 3485/ co
ultirmate standard South African rortalityrtables published b the Actuarial Society of South Africa FASEA™, since the rates
in these fables are sirnilar to the DHE ferrale roralityrate at age 47

These rates combined are approxdimatel veurmrarized as ollowe:

0 CLooZo0 DLODEDS
25 ‘a0o303 cuoozed
0 ‘0,00355 D00
35 0.00405 CLOOETS
40 D.00515 (= Falelc T
45 00045 o.00428
el oo oLooies
55 CLO057g (a¥la'wlel =
&0 D015 CLOLERE

() Withdrauaals frovn serice

A resignation rate of =.2% was applied per anrm for all emplovess below age oo oand zero thereafter, based on past
Experience.

(1) Duration ofthe pla

There was nio change in the rethods and sssurmptiors yésiohs
durstinn of the pension prize scherre atthe end of the 15
1July =01 B ears)

0116861206
0111541235
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements

For the year ended 30 June 2018

F Quantitabive sernsitivity analysis for significant assumption

The sensitivityof the overall defired benefit liability o changes in the weighted principal assunptionis:

Impact ondefined berefitobligation
Group hh%mm
a0 Jume 2018 30 JUne 2017
Changein  Impactofan  Impactofa  Impactofan  Dmpactofa
assiumphion iricrease decrease increase decresss
Ein'ooo EBirtooo Eirt'oon Eirr'ooo
Discournt rate 0.5% (1,208) 1,33 i 40a) 487
Impact on current service cost
Group Balik
30 June 2018 30 June zo17
Changein  Impactofan  Impactofa  Impactofan  Dmpactofa
assimphion increase decrease increase decrease
ETE'ooo ETE ooo ETE'ooo ETE'coo
Discoumt rate 0.5% {132) 138 { 5 =

The above sensitivity analysis is based ona change in an assumption while holding all other asswrmptions corstant. [n practios,
thiz iz mlikely to oomar and changes in sorre of the assumptions mayv be correlated . When caloulating the sensitivity of the
defined berefit obligation to significant actuarnial asswwnptors the same method (present salue of the defined benefit
ohligation caloulated with the projected unit credit method at the end of the eporting period) has been applied as when
caloulating the defined berefit obligation liabilityrecognised within the staterrent of financial position.

There was ro change in the methods and assurmphions wsed in preparing the sensitivityanalweis fiom prior vears.

The following parrents are expected contributions to be made in for the rext five (o) wars out of the defired benefit plan

ohligation:
Group Bank Bank
3o Junezo18 joJune zoafl 3o June zoay
Birr'ooo Birr'ooo Birrooo
Within the next 12 months (hext annual reporting period) 2108 2108 1,450
Year ending =20 Jime 2019 2457 257 =020
Year ending =0 Jime 2020 2,010 2010 2,500
Year ending =m0 Jime 2o0= 501 I,50 2418
Year ending zoJume soz= 4,0 A0 ==
15.830 1530 10,000

z26b Medical benefits scheme
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the year ended 20 June 2018

Group  Bank Bank
goJunezoif zoJumezoil 30 Junezoa7
B Amount recognised in the profitor loss ~ Birr'ooo ‘Birr'ooo  Birr'ooo
Cirtent serdce cost
Interest cost o1 Aot o7
o1 Bo1 g27
Group Bank Bank
C Re measurement {gains) dosses inother 30 Junezo018 joJunezoaB 30 June zoxy
comprehensive income _Birr'ooo - Birr'ooo _Birtr'noo
Rerresurarrert (gaing)/losses arising frorm changes in detrographic
snptions
Rerressuretrent (gains)/losses arising fom chanees in the econorc
assurnptions 1,400 1,400 (7B
Rerressurerrent (gains)losses arising fom changes in experierce 14107 1,440 {5o5)
53 53 (4,575
Deferred ta (liabiitsd fasset on rerreasirerrent gainor logs ﬂ:_l.n‘__!] ﬂ:ufﬁ T
37 37 {o63)
D Changes in the present value of the defined benefit obligation
Group Bank Bank

30 June2018 30June 2018 30 Junezoiy

__ Birr'ooo  Birr'ooo _Bitr'ooo
Af the begirning of the war (=) [=]a) fa¥a i =l
Currentserdce cost
Interest cost Bo1 o1 o7
fctual berefit pawrents a7z a7 hclo=)]
Rerressurerrent (gains)/losses arising fomchanges in denographic
snptions
Rerressurarrert (gaing)/losses arising frorm changes in the econoric
assurmptions 1,400 1,400 (78a)
Rerressurerrent (gains)/losses arising fom changes in experience (1,100 1,410 (go5)
At the end of the year 6,237 6237 5856
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the year ended 20 June 2018

E The principal assumptions used in determining defined benefit oblisgations

Group Bank Bank Bank
30 Jure 2018 30 Junez018 30 Junezo17 1Julyz016
Birr'ooo Birr'ooo Birr'ooo _Bitrooo

Discount rate (p.a) 12.C4% 12 A%, 14.25% 14.50%
Long term medical increases (p.a) 12.00% 1200% ol 11.00%
Average Rate of Inflation (o) 10,00%: 10.00% ikt (=W S

(7)) Discourd rate

In Ethiopia, there is neither a deep market in corporate nor governrrent bonds. Fuetherrore, the market for treasury bills in
Ethiopia is irefficient ard does not appear to be market determined. I A2 1odoes not provide suidanices for sething the discoumt
rate ina countrywith lirnited gowermrrent bonds or instnurents.

The Eank therefore opted to use a discount rate of sields on the Eenen govermrrent bonds weld cure at the duration of the
lizhilities as atthe smluation date of each reporting period.

() Tnfation rate

The inflation rate was used to determine a ressonable estirmate of expected long-termn fubee salary increases, which tend to be
related to long-termn fubre inflation.

The infonmation contaired in the Report for the o7 Article IV Consultation prepared by the International Mornetary Furd for
Ethiopia suggests that long-term inflation in Ethiopia is expected to conmerge towards a target of 8% over the long termm. As a
result, an inflation rate of 9.5%, 7.7% ard 10.0% pa as at 1July 208, 50 Jure 2od7and 50 Jure 2018 was wed based on
actual average anmual inflation for each war per the Central Statistics Agetioy (“CE4™) reports.

(1) Medioql costincreqses
Fuhare reedical cost increases are wually linked with a long-term fubare inflation ssswrnption, plis a roargin representing that
tredical costs usually increase by roore than gereral price inflation. It was assurred that long term medical cost increases is
2% higher than the assurmed long tenm inflation rate on average.

(i) Mortality rate

There are 1o mortality rates published for Ethiopia that reasonably cower ages above o, 83 a result, the Al ooy ultimmate
penzioner rrortality stard ad tables, published ber the Institute and Faoulty of Actuaries was used to estitnate the rortalityrof
the persioners. This is a cormronlvused mortalitytable for pensioners in East Africa.

Males Females
CLOZEgT [t =i
.O377a S.02307
faralakla s falla = i
(e = o e DG 5E

B s

; i sersitivity analisis
snorting period is o
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the year ended 30 June 2018

F Quantitative sensitivity analysis for significant assummption
The sersitivityof the overall defined benefit liabilityto changes it the weighted principal ssswrnption is:
1 t ﬂ E ﬂ] --:t‘l 2,

30 June 2 30 JUne 2047
Group Bank
Chargs in Inpactofan Impactofa Inpactofan Inpactofa
assurnphon incresse. decresse: ircresse derresss
Birr'oog. Bin'ooo Birr'ooo. Bitt'ooo
Discount rate fl (=54) 200 L= 100
Impact on current service cost
Group bBank
g0 June 2008 30.June 2017
Charge in Inpactofan I:::pa.ctl:ufac Irma,ctnf"m Inpactofa
EFmo  EFocon  EFoo  EHon

Disoonat raie 5% - - & =

The aboe sensitivityanalieis i8 based onachange in an assurmption while holding all other ssswrnptions constant. In practics,
thiz iz ymlikely to oo and charges in some of the sssunptions ey be correl abed. When caloulating the sensitivity of the
defired berefit obligation o significant achaarial ssunptions the same rethod (present salhe of the defined berefit
ohligation calmilated with the projected writ credit method at the end of the reporting period) has been applied a8 when
caloilating the poet-retirerrent medical berefits iability recogrised within the staterrert of financial positicn.

The folloving pasrrerts are experted contributions to be made in for the et fise (g) vears ot of the defined benefit plan
ohligatiorn:

Group Bank Bank
3o Jimezoafl 30 Junezoaf 30 Jumezorr
Birr'ooo Birr'ooo Birr'ooo
Within the rest 1zrmonths (rext annual reporting period) 400 400 7
Tear ending soJure 2010 (== (=) Lol
Tear erding soJure 2020 cho cho Fakl
Tear ending soJure 2oz la =) i =} T2
Year erding S0 Jurne ooz o7 [ 7E
2,008 2,008 3519

G Risk exposine

Thimugh its postenplowrent benefit scherres, the Bank iz exposed fo a marber of risks. The most significant: of which is
detailed belodir

(7] Inflation risk

This i the risk fhat of an wmerpected sigrdificant riseffall in i ey
inmrease in the defined berefit obligation. /
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the year ended 30 June 2018

Group Bank Bank
FoJune 2018 jo Junezo1f 3o Jamezoi7
_Birtr'ooo ~ Birr'ooo  Birr'ooo

28 Retained earnings

At the beginmitg of the vear i Ay040) {00, 45=) (eS8 745
State dividend paid {(==5,005) (==5,055] {3po,000)
Profit} (loss) forthe wear 1,873014) (1,87 7845 (=82,000)
Transfer i regulatorycredit risk reserve {448,757 {448,787 (350,415
Transfer o legal reaere = {81,403
Adjwstment in mespectof tax 20,725 20,725

Atthe end of the year (7.231.521)  (7231355)  (4.699.492)

Group Bank Bank

joJune 2018 3o Junezoif 30 Jumezoi7
_Birtr'ooo ~ Birr'ooo  Birr'ooo

20 Other reserve

Atthie beginning of the war 120 129 =
Re-rreaswretrent gains/ (losses)on defined berefit plans (netof ) [ B.000) (8.000) 120
At the exd of the year {8.471) {8471 120

Other resere s an item included imder other comprebersive inoorme (021 ard relates to the effect of remmeasurerment
gaitslosses on defired benefit plans in respect of seversree pay, pension prize, funeral assistance ard post-retirerrernt
rredical benefits,
Group Bank Bank
goJure 2018 30 Junezoal 3o JimezoaT
Birr'ooo Birr'ooo Birr'ono

30 Regulatorycreditrisk reserve

Atthe beginning of the year 1,071,552 1,071,552 1,285,174
Transfer from retaired eamings 448787 445,707 80415
atthe erd of the wear 2420377 2.120,377 1,671,589

The regulatory credit risk resere is tansfered from retained eamings ard a norrdistributable resere required by the
regulation of the Mational Bank of Ethiopia (MEE) fo be kept for interest accrued on impaited loars (hone perfortming loarns)
(et of tax for the vear 2018 only).

Group Bank Bank
goJune zoil 3o .Tmanzmﬂ Fo June 2017
Biir'ooo Birr'ooo _Birr'ooo

i 170,527
176,527
B/ 4fon requires the Bank to mally 2% of ifs ]
mt equals its capital. When fk& pount equals the capital gf
g _-/: ressre acoout will be /' e
ﬁ‘. } £ o (n =
. mpanw, itis reguired to At e I ity sirnaal net profit to il

é‘
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Development Bank of Ethiopia
MNotes to the consolidated and separate financial statements
For the year ended 30 June 2018

22 Noncontrolling interest
This represents the ron-controlling interests (MCT) portion of thie net assets of the Group.
- Gmoup
30 June 2018
Pive

Ethio Capital & Investment PLC 1

This represerts the MCT share of profit/(loss) for the wear

Ethio Capital & Investment PLC -0.01

Transac Hions with non-controlling interests

During the period , the Desveloprrent: Banl; of Ethiopia acquired shares from Ethiopia Capital and Investrrent Prisate Litmited
Cormpaty;, which is a rewly established corparsywith 100% cash paurent.

Group Bank Bank
Noteg 30 Junez2018 30June 2038 30 Junezoiy
: - Birr'ooo ‘Birt'ooo Birt'ooo
533 Cashgenerated from operating activities
Profit before fax (1675451 (1,67214] (230,772
Adjustments for non cash items:
Gain/{Loss) on foreign sschange dedling and fuctuation 8 (g =Nl ] (a1,478)
Depreciation of property, plant and equiprment z1 TCE02 TC,E00 a3,6004
Depreciation of insestment pio perty 15 8,995 Bigos5 8,340
Armortisation of intangible assets =0 4,570 4,570 571
Met grin/(Loss] on disposal of properts, plant ard equipn 21 [2,584) (20804) { Bog)
Write-off of property, plant and equiprment 21 15,520 15,520 -
Inmpainrent on loars and receivables 15 4,007,854 4,00%8054 1,063,691
Impainrent on other assets 18 {68,055) {68,053 7633
Retirerrent benefit obligations =60 =L uh =Xy ah 1,616
Changes in working c apital:
-Decrease) (Inorease]) inloans and adwences 15 [ 5o54.777 [ 5054777 (zH00,210)
-Decrease) (Increase]] inother assets 18 (28,550 (z=8,47300 (1,451,943
-Incresse) (Decrease]] in cistormer's deposit 21 1o2,723 122,723 e ={=Ralulu]]
-Incresse) (Decrease]) inother labilities 5 1,503,705 1,003, %2 1,70 8e7
{1:703,670)

{1138176)  (4,137.920)

)
Froceeds on disposa i
Met book salue of -f; r
equiprrent disp::s [t

Met gainAloss) oo
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Development Bank of Ethiopia
Notes to the consolidated and separate financial state ments
Forthe year ended 30 June 2018

24 Related party transactions

Fqa

Deseloprrent Bankof Ethiopiais awhollrowned govemrrent fnancial institutHon.

A mamber of transactions were entered into with related parties in the nontral course of busiress. These are disclosed belowr:

Loans and advances to key management meimmbers (year- end balances)

ey managerrent has been detertrined to be the members of the Board of Managerrent and the Ereoutive M anagerent of the
Bank.

Group Bank Bank. ank
30, J!;H:tﬂ 2008 goJunezoil goJunezory  sdulyzoaf
Birr'ooo Birrooo Birr'ooo Birr'ooo
Board of Managstrent
Exemutive Maragerment 2,630 20m0 2,200 2202
20630 2,6313 2200 22032

The loans and adwneoes to Breoutive Managerrent members comprise short-term loars (erergency loans) with personal
guarantees as well as howsing loars with the financed residential buildings being held a8 collateral.

These loars are repaid on a moonthly basis by deducting from the tronthly salary pasrrent of each Executive M anagerrent
ermber.

29b Key management compensation

The cotnpensation paid or pavable o key managerrent is shown belows, There were ro sales or murchase of gpods and serdces
betiesn the Bank and levmenagenent persormel as at soJure 20158

Group Bank Bank Bank

3ofunezoifl 3o0Junezoi 3o Jmézui'gr 1 July 2016

 Binr'ooo 'Birr'ooo 'Birr'non Biir'ooo
Balaries and other short-termermploes benefits cicr = 2378 2,011 b= N
Postermplovrrent benefits 248,800 248,800 1,055 245840
Board fees and bonus .= .= =48 20
Cther allovences

z25z.228 252228 134 404 248 927

Cormpensation of the Bank s key managerrent persornel includes salares, sariows benefits (inchad ing bors) and contributions
to the post-emplovirent defired benefits plars.

Bank
joJunezo18 30

MNimnber
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the year ended 30 June 2018

36 Contingent liahilities
Z0a Clams and litigation

The Bank is a party to mameros legal actiorns brought bee different organizations and indisiduals arsing from its rormmal
hisiness operations. The marinmumexposure of the Banl: to these legal cases a8 at 50 June 2048 is Binr 109,241,85015 (50 Jure
2017 Bitr 160,974, 71841, 1 July 2016 Birr 28,526,265 4. Mo prowision has been made in the financial statenents & the
managerent belieses that it is not probable that the economic berefits would flow out of the Bank in réspect of these legal
actions.

The Barlk has irstitibed suits against third parties arising from the nonmal course of business, The possible claim arising from
setlerent of these caoes as at 5o Jume 2018 is Binr qoe7495.51 (50 June 2017 @ Binr gas5895.51 , 1 July 2016 @ Bir

20b Guarantecs and letters of credit

The Bark conducts busiress insolving performrance bords and guarantess. These irstnaments are given as a seourity to support
the performarnce of a custorrer to third parties. As the Barle will only be required to meet these obligations in the esent: of the
metorer's default, the cash requirerments of these instrurnrents are expected to be considerablybelow their norminal anmounts.

The table below surnmmarises the fair value armount of contingent liabilities for the account of cusiormers:

Group Bank Bank Bank
30 Junezmf 30 June zoaf 3o Junezo1y  1Julyzoih
Birr'ooo " Birrooo Birr'ooo Birr'ooo
Perfonmance guarartess B, 160 Bf,16 150205 233,810
Leters of credit for custoners A, 70 A, 70 1,851,135 1,447,555

44840.046 4.990.,0406 2,010,450 1,686,804

These guarantees and letters of credit are not provided for in the staterent of financial positior.

37 Conmmitments

Loan commitments 20,159,555 18,040,510 1539804,434
Crler conmritrents B2,340 e A ] =%

20 110,858 4 0,031
Cther commitrrents represent conmmnittrents made in respect of purchased of sariows itens services, building rernovation in
progress ard  construction wort in progress based on the contrachial agreerrents entered into between the Banl ard
supplier/contractor.

38 Operating lease conmmmitments - Bank as lessee

The Bank leases various pmoperties tmder norecancellable operating lease agreetrents. The lease tertis are between two and fine
sears, ard najorityof these lease agreerments are renevable at the erd of each lease period at market rate.

The fithmre ageregate minirmem lease passrents u:rﬂermrrcancella e operating leases are as follows:

I‘:

Mo later than 1 sear

In the opinion of th
wihich could have a
that date, which hawe

ﬂllli_lli_l_l HEIII]I‘I

of the Banlt as &t =0 Jume 2018 ard onthe pmfit ﬁrthepennd erded on
Faded forordisclosed.

T
d Jume 30, 2011



Development Bank of Ethiopia
Notes to the consolidated and separate financial state ments

For the year ended 30 June 2018

40 First-timme adoption of IFRS for the Bank

These financial staterrents, for the period ended =0 hme =018, are the first the Bank has prepared in acoordarnce with
Irternational Financial Reporting Standards (TFRE) as issued bythe International Acooiriting Standarmds Board (TASE).

For periods 1p o and including the vear ended =20 Jure oo, the Bank prepared it financial staterrents in acoordance vwith its
presins acconmting frarrework. Accordingly, the Bank has prepared financial staterrents which cormply with IFRS applicahle for
perinds erding onoratter sodure 208, together with the comparative perind data & at ard for the vearended soJwe 2017, a8
described in the suntmaryof significant acoounting policies.

In prepating these financial staterrents, the Bank's opening staterrert of financial position wes prepared a5 &t 1 July 2016, the
Bank's date of tarsition o IFRE. This mote explains the principal adjustrrents made by the Bank in mstating its financial
staterrents prepared under the presdous frarmework:, inchading the staterrent of financial position as at 1 July 2md and the
finaticial staterrents & at and for the wearended =o0Jime 2017

In preparing its opening IFRS staterrent of financial position, the Bank has adjusted amourts reported presdous]vin firiancial
gtaterrents prepared in acoordance with Generally Accepted Acooimting Pritciples (GAAF) of Ethiopia and the Conrrercial code
of 10d0. An explatation of how the fransiton fromGAAFP to IFRE has affected the Barnld's financial position, financial perforrrance
and cash flowe is set outin the following tables and the notes that acoonparsr the tables.

The rost significant IFRS impact for the Bank resulted fom the implementation of 182 soFinancial Irstnuarents: Reoogrnition
and Measiurerrent which requires the Bank to classifirite financial instrarrents info anadlable for sale, fair e through profit and
losz, loars and receivables and held to mabrity Also the inpairtrent of financial asets only in casss where there is objecti-e
evidence of impainment as & result of ore ormore loss events that comured after the initial recogrition of the asset (referred foas
an"inmarred loss" rodel).

In preparing these financial staterrents in aooordance with IFRS 4, the Bank has applied the mendatory exceptions from fl
retrospecti+e application of IFRE. The opional exengptons from full wetospective applization selected by the Bank are
aurirerized below.,

Exemptions applied

IFRZ 1allowe first-tirne adophers certai n exerrptions fiomthe retiospective application of certain requirerrents tnder IFRE.
Following frorm the principles underpirming IFRE 4, the Bank has applied the following exerrphions:

(a) Deerved cost for property, plaat and equaprrent @d Trtagble assets

Zelecting this option will requite DEE 1o apply IAS 10 — Property, plant ard equipmrent and 1828 =8 - Intangible assets,
retroepecti+Ely 1o all Property, plant and equiprment and intangible assets that exdated at 1.0uly ooad. At the miniraarr, the Bank is
expected to review nderlying records to ensure that all iterrs of cost under IFRS are inchded; ensure depreciation or
arrortisation is caloulated when the assets are ready for tse (anadlable for wee) ard mot when thew are puat use; resdew residual
salues, el lives and depreciation or amortisation methods &8 at the date when those assets were parchased and arrnaally
thereafter ard adjusting for aryrimpact of charge.

In gereral, property, plant and equiprrent and intangible aesets were carred in the staterrent of financial positon prepared in
acoordance with the previos ferrework vsing historical cost. The B ank has elected to regard those salues a8 desrred oost af the
transition date as carrving wloe of assets, epept use of resadued aronnts o Fhiildings as deerned cost

GT18081288 |*

St iption rrears that Bank is f i
EREE s Fheank hes designated unquoted e piti
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Notes to the consolidated and separate financial statements
For the year ended 30 June 2018

() Far value reasirerrent o finanaal instruements & el @l reccgrition

Banks rmavapply the equirerments to recognise day 1 gain or loss prospectively to trarsactions entered into onor after the date of
trarsition to IFRS. This will result in 1o gain or loss being recognised on the indtial recogrition of & finsrcial asset or finarcial
liabilityheld priorto 4 July 2040,

Exceptions applied
(z) Estirrases

Estitnates rrade in accord anee with IFRS: at the date of transition to IFESs should be coreistent with estirrates made for the same
date in accomance with presdous GAAP (after adjietments o reflect any difference in aoocounting policies), imless there is
ohiective evidence that those estirrates were in eror or where application of presdows framrework did not require estirmation such
as postenplowrent benefits.

() Derecogition gfifnacial assets aud inancial HakditesO

This exception eperrphs a first tirme adopter from full retrospectise application of the de-recognition rules in 1828 =9, Financial
instrarernts: Recognition and measirerrent’, for all finarcial assets and liabilities derecognised before 1 Jamuary 2ooq or
trarsition date. Therefore, financial assets and liahilities derecogrised before 1 July 2040 are not re-recogrised wrder IFRE.
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the year ended 30 June 2018

40.1 Reconciliation of statement of total comprehensive income for the year ended 30 Jime 2017

" IFRS asat3o0
GAAP Iteclasmﬂmhun Bemeasurement  Junezoy
Notes Birrooo Birr'ooo Birr'ooo Birr'ono.
Interest incorre A 2rim,o00 Rl a=r] ey N
Interest expense B (1,353,555 1,455 (=04 (L3547
Met interest income 1,410,319 1456 J46,020 1857700
Fer and cormrrission inoore C - EE=wht=ta] Bl t="a
Fee and corrrrission expense - -
et fees and commission incorme - 120,120 - 120,120
Other operating income D 158,515 {120,126 = 7o
Total operating income 1,007,220 1,450 440,020 2,054,705
Loat irrpairtrert charge E et el {405, 575 (oo A 7ot
Inpairtrent losses on other F (11m=0d) ADGETS = ey
et operating income,/ (loss) o50,310 1,450 (045.155) 312,012
Fersonrel experses G {ara308) {1=803) (405105
Depreciaionof irrestrent proper H - =R S )] (E54m)
Arrortisation of intargible msets I [N =) (1) {55
Depreciafion and impairreent of  J {3me05) =709 {3ge) {005
property, plant and equiprment
Bad debts writen off K i 7
Board fees K %=1 45
st fee K e =g
Cther operating expenses K (1510=) 2 (1,102) i, )
Profit/{loss) before tax 364919 {695.692) {330,772)
[roore tax inoore, (experse) L £yt (420t el
Profit/{loss) after tax 325.851 {ro8.m17) {38=2.800)
Other comprehensive income (OCT) net onincoine tax
Femns that udll not be sibsequentiy reclassified indo profit orloss:
M 1B 154
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40.2 Reconciliaion of equity as at 30 June 2oy

104 Annual Report
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IFRS as at30.
GAAP ‘Reclassification  Remeaswrement  Jimezoa7
Notes  Birr'ooo Birrooo Birrooo Birr'ooo

ASSETS
Zash ard bank bal ances N 4,007 Bag 4,004,005
Loare and adsatces to oustorrers (0] 28,0748 Zazo,md 210077 2,007,205
Itrestrent securities:

- Al able forsale P 11,7370 11,770

- Loars and receivables P 15050, (Gze,o80) 15035044
Treanry bills P 13,005,832 (15oioe,202)
Ethiopian Goverrrent bords P.Q 250574 (= EemmME)
Cthersssets Q 215500 i Ez0=0) 7210 157457
Inestrrert property R =245 [{=Fctlu) 22,144
Infarweible asssts 5 ET=8e c ) 19,532
Property, plant ard equiprment T 08702 (:2E=0=2) et rc B4E053
Propertvheld forsale 1,255,320 =2 =4 = =]
Lgzets held forlease ==0,008 (=z28.0080
Curtent tax recoerahle 14,820 14,0200
Total assets 5300 B6s 186 {2.084,206) 50183144
LIABILITIES
Deposits from oustommers u cizmiz 478,001 - o0,z
Zurrert tax liabilities 10,153 10,153
Deferred taxliahilities TS 27,75 b I
Diebt securities issued v Bo70AE7 (e, =01 S005,570
Borrowitgs w 40,083,504 [ dr Py 548 F=39,89
Other liahilities X 425,580 (1,74 50008 11,078 = Pod,5h0
Retirerrent berefit obligatiors 20,045 20,045
Total iabikities g5:204.429 486 209 477 45.534.392
EQUITY
Capital z =, 500,000 =, 000,000
Retained earrings Al 225,000 [y T2 501 ey Oooaaa)
Citter resetve i} 120 120
Legal reserve AB 170,527 170,527
Regulatoryoredit risk resere AC 10,50 16,25

7902336 {3253,683) 4648752

Total equityand liabilities




Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
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40.3 Reconciliation of equityas at1 Julyzoah

IFRS asat1
Notes Birr'ooo _ Birr'ooo Bitr'ooo: Birr'ooo
ASSETS
Cash and bank balances ™ 4,047,588 1 404580
Loars ard advarces tocustoreers. O 0,880,170 20,345 (2,408,800 =m0, Gt
Itrestrett securities: P
- &vmilable forsale P 11,370 370
- Loans and receivables P 15,074,572 (o8, 444 14,000,128
Treasurybills P 15,005,040 (15,005,008)
Ethiopian Gosertrrerit botds PO 2,000,500 {2,000, 550)
Orther asssts Q 3T (=010,554) 4,703 422544
Irrestrent poperty R 232454 232454
Intangible aesets 5 EoEET EmET
Property, plant and equiprrent T 200,114 (=ghasd pa vttt ] Bzzoot
Propertyheld forsale 200,05 (200,052
Incorre tax recoverahle A0 4,40
Deferred ta asets 5375 A =] =
Total assets 49:475.947 14 {2.289,168) g7:86,792
LIABILITIES
Deposits fimmouetorrers 1] B, ool 1,770,500
Cuarrent taoc liahilities - -
Dieferred ta liabilities 23,252 2o,
Debt seomities issved L% Boto, 2 (=48] FogaEn
Borrowing w FhTEea0 st alacel (153 s e
Ofter liakilities X 2,006,723 (1,508, 3=3) = 508756
Refirerrent benefit obligatiors Y 18045 18045
Total liabilities 41,500,363 14 255,020 J1 855303
EQUITY
Capital A 7, 500,000 7. 500,000
Retrined earritgs AA =4,520 {330,250 (54T 7ag)
Crther regere
Regulatoryoredit risk meaere AC 1285474 1285174
ETA TR AB =l ] =l Aulat}

For the Ye
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For the year ended 30 June 2018

)

40.4 Notes to the reconciliation of equityas at 1 July 201 and 30 June 2017 and total comprehensive income for the

year ended 30 June 2017,
A Interestincome Birr'ooo
Interest incorre urder pievions GAAP 2000
Remeasurement
i) Interest incorre on noreperforming loars 1,070,200
(i) Interest income adivstrent on impaired loars (O, 7od)
{{ii) Inferest incore on staff loars 0,445
(i) Interest incorme on MEE hills (L= Te)]
77 Interest incorre onspecial gowermrment bonds E%
Interest income under per IFRS 3=12.524
ED:JHI‘I.B’G.‘GEE?-
B Inierestexpense Birr'ooo
Interest expense umder presious GAAF 1,355,550
Reclassification
Reclassificationot other operatitg experses [ 1,4550)
Remeasurement
(i) Feoognition of rorrinterest bearing bords at arrortised cost (1,000)
(i) Recognition of China borrowing at arrortized cost [a]
2=Eu.4.34
Interest expense under per IFRS 1,354,735

C Fee and conmission income

Fee and corrrrission inoomre under presdous GAAF

Reclassification
(1) Reclassificationof Cormmission Incorre on CPO ard FT fimmother incorme
(i) Reclassificationof Cormrrission Incomre on Irsurance fomother inoome
(iii) Reclassificationof Cornrrission on letters of oredit frormother incorre

(i) Reclassificationof Cormrrission on rranaged funds fromother incomre

Fee and commission income ymder per IFRS

D Other operating income
Cther operafing incorre under presdous GAAP

Reclassification

sp5 ‘Annual Report
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Notes to the consolidated and separate financial statements

For the year ended 30 June 2018

E Loanimpairment charge
Loan irmpainrent charge imder presdous GAAF

Reclassification

(i) Reclassification of inpairtrent on other assets fomloan itpairrrent charee (see niote F(i)
Rermeasmrement

(i) additional inpainment allmwvence on loars and &l wnees o ostorrers

Loan impairment charge under per IFRS

F Impairment losses on other assets

Irmpairtrent lossss on other assets tmder prevdous GALP

Reclassification
(i) Reclassification of inpairrrent on other assets fromloan inpairtrent charge

Remeasurement
(i) Additional itnpaittrent allmwvence on other sssets frormloan irmpa nrent: charge

Impairment losses on other assets imder per IFRS

G Personnel expenses

Personrel expenses under presdons GAAF
Remeasurement
(i) Provision for bores pawrents
(i) Recogrition of defined berefit obligations
(i Srrortisation of ourmiative prepaid erploee berefit

Personnel expenses imder per IFRS

H Depreciation of invesboent property

Depreciation of inwestrent propertyunder presdous GAAT

Reclassification
i Ra::]asmﬁ;:amnofdﬂpre::amn DfﬂI‘.ESttrfﬂt mupertgrﬁumdemmabunalﬂ

For the ¥

405,109

30 June zoxy
~ Birr'ooo
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Notes to the consolidated and separate financial statements
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I Amortisation of intangible assets
Arrortisation of intangible assets nder presious GASP
Reclassification
(i) Reclassification of armortisation of intangible assets finmdepreciation and impairment of
property, plant and equiprrent
Remeanirerment
(i) Incresse in acourmilated armortisation for cotnpter sofhwere

Armortisation of intangible assets under per IFRS

J Depreciation and impairment of property, plant and equipment

Depreciation and irrpadrrrent of property, plant and equiprrent under previous GAAP
Reclassification
(i) Reclassification of armortisation of intangible assets finmdepreciation and impairtment of

property, plant and equiprrent (see Mote I

(i) Reclmsification of depreciation of investrrent property fimrm depreciationard
impairtrent of property, plant and equiprrent (ses Mote H G0
Remeasnmrement

i) Incresse inacormlated arortsation for depreciation for property, plant ard equiprrent

Depreciation and impairment of property, plant and equipment imder per IFRS

K Other operating expenses
Cther operafing expernses urder previous GAAR
Reclassification
(i) Reclassificstion of board fees
(i) Reclassificationof auditfee

{iii) Reclsssification of bad debts written off
(iv) Peclassification of other operating experses finminterest expense

Remeasirerment
= Adjustrrent of reconciliatbion of propertsy, plant and equiprment to fixed asset schedule

Other operating expenses imder per IFRS

L Income tax expense{income)

Trcore e experes (incomreurder prendons GALP

A} ‘Hecogrifirrot darifak

spg ‘Annual Report
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Birr'ooo

FHP5

)]

(2340

— ==

i 3,605

30 humezoly
Birt'ooo

158,102

1450
2,444
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For the year ended 30 June 2018

JoJune zoa7
M Remeaswrermentgain/{loss) on retivernent benefits obligations Bir'ooo
Rerreasurerrent gain/(loss) on retirerrent benefite obligatiors wder presdons GA AP -
Remeasurement
(i) Recognition of deferred tad assets on merreas reirent grin 18400
(i) Recogrition of deferred tae on retrerrent berefits obligations for the war i 55;
1z0

Remeasmurement gainAloss) on retirementbenefits ohlisgations vnd er per IFRS

Notes on remeasurernent
(i) Under prevdous GASFE, the Bank's retirerrent berefit obligations were rot recoghised inthe financial statetrents. Cm transition o

IFRE, the defined benefit obligations have besn deterrmined by actuarial techrinuss using the projected unit credit method. The
gain orloss arising from the erressrerments of the actuanial assurmptions have been recognised inother oorriprebernsive inoorre.

30 June 2oy 1 July 2016

W Cash and bank balanres
Birr'ooo Birr'ooo
Zash and bank balances trder presdos GAAF 4,005,770 4,045,558
Reclasgification
(i) Precious tretals to other assets = e =)
(i) Interest on placerrent fromother assets g =7
835 i
Cash and bank balances per IFRS 4,004 605 4,043&
INotes on reclassification
(i) Under previous GASP, precious rmetals were classified a8 part of cash ard bank balances. These armomits hase been reclassified o
other azsets,
(i) Urder presious GAAP, interest frombank placerrents were classified as part of other assets, These arnounts have been reclassified
0 the relabed asset,
O Loans and advances to customers FoJune 2037 AJuly 206
Birr'ono Birr'ono

Loare ard receiwables urder previous GAAP 28,097,184 20,830,170

Reclassification
i) Socried inferest on loars and advances o owstorrers fiomother sesets (see note OO S5 E0S =R =l
(i) Reclassification of impai nrent onloare and adsarnces frorm other assets (see niote QD (20,81 (=8,700)
(i) Reclessification of owerpaid loan balances to othér pasables (ses note ) 480 14
2,129,700 2,210 349
Retreasnirerment
(i) Intereston loars and receiwables fiomoontra interest receivable acoount oninrpaired loans 25,00 1285174
=) Rﬂmgmtu:un u:ufmterest incorre adjustrrent on itpaired loars (B40,7o0) -
W ent allovenice o loars and advwerces o custorers (a0, 200) i alrai=a)]

.—.' & loans at fair value - prepaid staff expersel see rote O (0D

il
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For i_'i'!i- year ended -1\]'-'”1“6 2018

(i) Irmpainrent prosision on loans and advences to custorers under presdons GAAP was caloulated on the outstanding principal
anoumt and outstarding interest armoumt and acomited  for separately, The impainrent prosdsion that related to the principal
arront was recogrised as part of loans and adsvences to oustormers while the impeirirent prosdsion that wlated to the interest
arroumt wes recogrised & part of other assets. Under IFRE, the itnpainment provision on oukstarding interest receisable was
reclassified fimimnother sesets to loans and advances o oustorrers.

Notes onh renmeasureinent

(i) Under presdous GAAF, inferest on morrperfortning loars wes placed on norraccraal basis ard maintained in & conba inkerest
receivable acooumt, in the formof swspended interest untl cash or it equisalent is recedved .. Under IFRE, interest inoome on
significant norr performming loars should continue to be recognised as part of the loan st and notdeferred ina rrerormnd am
accomt. Therefore, all suspended interest was reclassified from the contra inferest receiseble acooumt to be included in the
carrving amournt of the financial assets giving rse toit.

) Under prevdous GASP, irferest incorre on inpadved loars was caloulated on the sogs carrving arrount of the loan ie. the
outstarding privcipal amourt wsing the confractual interest rate. Cm transition to IFRS, inferest incorre wes caloulated based on
the net carrving walue affer adjusting for impairtrent using the original effective interest rate{EIR). The differernce betbween the
interest incorre recogrised 1rder IFRE and suspended interest on inpaired loars was recogrised as an adjuwstrent to retained
EATINZS.

) Under the prevdos frarmmework, loans and adwences © oustorrers were subjected to inpairtrent provision based on the aging of
such balances. The impainrent loss was detenmined by applving a percentage provision to the diffierent age buckets in which the
outstarding armoants hase been segrrented. The rates ard age buckets were determmined based on the Mational Bank of Ethiopia
Eupervision of Banking Busiress directive Munber BB/ 55 2012 Urder IFRE, the Bank is required to assess whether an objective
evidernce of impainrent exists for finarcial assets that are indiddvally significarnt, arnd indisdd vally or collectisely for financial
assets that are ot indisidually significant. For financial assets where o evidence of inpairrrent esisted, these assets were
collectiely assessed for inpainrent. Specific impainrent was caloulated on ind ivd vally sigrificant loans for which an objecti-e
eviderce of itnpairrent existed .

The difference between the principles applied in caloulating irmpaitrrent allowance wder IFRS and the MEBE suidelines resulted in
different frmpainrent loss armounts. The differernce between the immpainrent recogrized 1sing the NEE guidelives and IFRS
impairrent provision was recogrised as an adjustirent to retained earmings.

i) Under presdous frarrework, staff loans and adwnoes were dssved at below rrarket interest rates. Under IFRS, such loars met be
recognised at fair walve by discoumting all fntare cash flowe at the rrarket rate of interest for sirmilar loan facilities. The difference
between the disbursed arronarits and the fair salue of the loan wes capitalised as prepaid enmloves expenses and recogrised s part
of other asssts.

(i) The interest on staff loare and adverces was caloulated wing the norinal mies wder the previos frarcesword, Urder IFRE, the
interest incorre should be eoogrised at the effectise interest rate. The increase in interest incorre recoghised as a result of the
effective interest rate was recoghised in retained eamings.

g0 June 2017 AJulyzoih
P Investrent securities Birr'ooo Birr'ooo

Investrent securities umder presdous GAAF - -

Reclassification
(i) Bouitvirrestrents reclassified o inwestrrent secmurities - arailable for sale 11,770 11,770
i) Tressury bills reclassified to investrrent securities - Loans and recsjvahl :&Déﬁ.% 13,005,040
(it} Ethiopian Goverrrent bornds reclassified to irrestment securipis - i Pemeivables
Retreasurement

(i) Adivstrrent of recognition of aooned intereston treasu
77 Recognition of aocrued intereston special Gmenurent i

. | b | .FEEI;’-E..
e e ! -/ H YAV
Investrrmttsecm'l 5 pe AL B ; ™ \ e it .- igeqn "'.-L"I?'_L.r
Nutesunreclass i i .' ; | _ b, : ..-_ : .f’/ k\ .

wtts. Under IFRE, T g

f1g S Reyar)

1 Tume 30, 2018
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(i) Urder the previows frarmework, freasary bills were disclosed as a separate live iterm on the face of the staterrent of financial
position. On trareition to IFRE, treasury bills were reclassified to insestment ssourities as loars and receivables financial assets.

(i} Urder the previows frrereworl; special aenurent bords were disclosed as a separade live itern on the face of the staterrent of
finarcial positior.

O trarsition o IFRS, the bonds were reclassified o itsestrent securities & loans ard receivables finarcial assets.

MNotes on remeasurernent

(i) Urnder the previous farrework, freasury bills were recognised at morinal amount &t inception while the 1mearred discotmt wes
recogrised in a separate contra pavahbles accoumt, resulting in a net salue which is identical o the purchasse price of these
securities. Under IFRS, treasny hills are acoommited for at fair salve on initial recognition and subsequently measured at
arrortized oost using the effective inferest rate method. The adjustrert on treasary bills mlates to the recognition of accred
interest incorre on treasurybills vsing the effectie interest rrethod .

+7) Urder the presious framework, special Gowerrrment bonds were recogrised at morainal arrount at inception. Under IFRS, special
Govemtrent bonds are acoounted for at fir salue on initial reoognition and subsequently meamued at anortised oost using the
effecti+e interest rate method . The bond receivables fiom the Gowerrrrent are finarcial assets, Under TAS =0, paragraph A o5, ,
thiese are neasured at fair walue on day 4, while eoogrizing davd loss at the transition date in the retained eartings aocount. In
aomordance with IAS 3o paragraph AG 6, the special bords were fair wlued 1sing a market rate that the Bank bomrowe from
Mational Bank of Ethiopia. The differernce between the rominal <alue and the fair s=lue of the Bond receivable from Minstryof
Finance was recognised as davone loss.

jodunezmy  aJulyzoi6

q Other assets Birr'ooo Birr'ooo
Cither assets nder previos GALF S5, =00 b=Rc = =hrct]
Reclassification

(i) Reclsssification of accried interest to loars and ad veroes 1o oustorrers (see note OO0 (21505 (= = Na o]

(i) Reclassification of irnpaimrent provision to loars and adwenees o oustorrers (ses note O 29,500 28,500
(iii}) Equityinwestrrents reclassified to investment ssorities (ses note P 11,570 11,7700
(iv) Reclassification of assets held forlease ard propertyheld for sale to other aosets 1,527,550 Zogybsz
%) Preciows mretals to other assets (see note M) ) 5
i) Intereston placerrent formother assets (see rote M) (=) ci,
=i Reclassification of acquired asset-buildings o investrrent property (40 e =]
(=i} Reclassification of ower pasrents fromassets in store to notor ehicle 1,245 1,245

{613.020) {z,000,054)

Remeasnurerment
{ix) Prepadd emploses berefit (zee note O Hgg72 5,001
(30 Adjustrent of taw on deposit placerent 44 s
() Arnortisation of ourmalati+e prepaid emplowes berefit (15,5200 (Bac)
(i) Adjustrent of other assets 1755
72138 44,763
1874487 422,514

ration

A assem keld for lease ard property held for sale wes presented sepa.ratel*_:,ru:un the
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(i) Under presdous GAAF, the Bank repossessed building fiorm a defanlied bormwer as pastrents for outstending arroumts owed.
Thiz building wes rerhed out to third partyimftil the asset is sold, Howeser, the huilditg was recogrised as part of other assets
imder presios framework, Since the rented budlding meets the definition of insestrent property wrder IFRS, it has therefore
been reclassified fromother assets to inwestrrent property.

Notes oh remeasurernent
(ix The prepaid enploves experse that relate to prior periods 2. periods before 1 July 2010 has been armortised and recogmised a5 an
& ) adjustrent in refained earmings for those perinds.

go.June 2oy aJulyzoih
R Invesbrent property Birr'ooo Birr'non

Irrestrent property urnder previous GAAP

Reclassification
(i) Investrent propertyreclassified frorm property plant ard equiprment 3545 233,345
(i) Insestrent propertyreclassified from other assets (sze Mote QO 199 ]
232.484 232,484
Remeasurement
i) Acoarilated depreciation onirrestment property 5,20 -
{8,340} =
Investroent property per IFRS 224,144 232.484
INotes onreclassification

i) Under Ethiopian GAAF, the Barnk classified huildings held to earm rentals or for capital appreciation or both a8 properts, plant and
equiprrent. IA3 qostates that an investrrent propertythat gererates cash fove laregelvindeperdently of the other assets held by
an entityshould be classified as insestrrent properts On the date of transition to IFRE, the cost and the elated anortisation of the
building was reclassified toinsestment properts

Remeasurement

({ii) Under presiows GALP, the Bank depreciated its building wsing g%, Howeser, this mie did mot reflect the patiem i which the
buildings  fihae ecorormic benefits are expected to be corsirred by Bank, Therefore, on treewition o IFRE, the wefil life of
building was resised to 5o wars.

Under IFES, the residual waliue and the ussful life of an asset shall be revieved at least a each financial wearerd and, if
expectations differ fiom previoe estirrates, the change(s) shall be acooimited for prospectisely a8 a change in an acooumting
estitnate in accordance with 142 8 Accoumting Policies, Changes in Acooumting Estitnates and Errors. The usehal life was resdewed
friomril 1o 2% based onreasonableress. The ormilative effect of the change inusefil life ard residual alee hes besn réoogrnizsed
as an adjustirent to the related assets and retained earnings.

5 Intangible asseis Birrooo Birr'ooo

Intangible assets tmder previous GALP

Reclassification
(i) Costof conputer softwere reclassified frormoonmuter insty - BLITS
(i) Acoprlated strortization of conputer softivere reclassifidd G
fromoormputer installations A
. G
o ;
L
Intangible assets E. {9:3 23
* #*
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IWotes on reclassification
(i) Az armindroam requirerrent tnder IAZ 4, intangible assets should be mresented as a separate line itemin the staterrent of financial
position. Therefore, corpater sofbeare wes reclassified out of property, plant and equiprrent to intangi ble assets,

(i) Urder presdous framework, acoamalated amortisation of infangible assets wes inchaded as part of aomurmilated depreciation for
property plant and equiprment. These armonmits hare been reclassified to intangible assets.

30June zon7 :L-‘Iﬂl;yztu;ﬁ

T Property, plant and equipment Birr'ooo Bitr'ooo
Property, plant and equiprrent under presdous GAAF 08,2 200,114
Reclassification

(i} Reclassification of irmestrrent propetrty fiom property ol arit (=2=2,345) (=m0
ard equiprrent (see note BN
(i) Reclassification of conputer sofbwere fromoonmater ivetallations (see ote RN o=Ralsi] (s,073)
(i) Reclessification of aomrmilated arortisation of corputer T 28,735
softvare fiomoommuter installations (see note RGN
(i) Reclasification of ower pamrents frorm rootor wshicle sssets in (1,245 [1,241
[eoaces) {=oaEaE]
Remeanmrement
() Besersal of exoess acoamdated depreciation 199,353 15,400
(7)) Recogrition of additional acormilated depreciation on assets in store and in transit == ETat= =]
(i) Recogrition of revaluation gain on buildings B8=051 o808
(=il Reconciliation of differences between the property, plant and L] o
equiprrent schedule ard the audited financial staterments
iceYoric! _E8.805
Property, plant and equipiment per IFRS 845.053 822,001

Notes on remeasurernent

() Urder previows frarrework, the Bank recogrised acouarmilated depreciation of builditgs, motor sehicles, inmitiee and fthings and
ocotnputer irstallations wwing o, 20%, 10% ard 0% respectisely. Residual salues was also not considered in caloulated the
depreciation charge on these assets, Urnder IFRS, the usefil lives and residual wmhes of iterms of buildings, motor wehicles,
firritire and fithings and conputer installations were revised to 2%,10%, S¥-2o% and 14% respectively to better reflect the
consurrpon patem of those assets.

) Urder previoe framework, the Bank did rot recognise depreciation charee on assefs in siore and in trensit, a subclass of
property, plant and equipiment. Under IFRS, assets instore and in transit did mot meet the definition of capital work in progress &
theyvere aveilable for use in their present cordifion. On tareition o IFRS, depreciation wee caloulated on these assets and
recogrised as an adjustrrent in retaired earmings.

3] Cn transiton to IFRS, fhe Bank decided o wse the exermption of fair wwlue at desrred cost for its buildings. This resulted in
revaluation gains to the iterre of propertsy plant and equiprment with a corresponding increase in efained earmings.
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the year ended 30 June 2018

Notes on reclassification

1) Urder the prevdows GAAP, aooraed inferest on bearing oustorrer deposits wes recoghizsed separately s part of other liabidities.
Urder IFRS, accrued charge should included in the carnrving arnount of the fnancial liability giving rise to it. Therefore, these
charges were reclassified to be included in the carrving arount of the deposits fromostorrers.

(i) Urder mresdows frarreword, retentions pasable onletters of credit were recognised s ostomers deposits. On fransition to IFRS,
retentions pavable on letters of credit wes reclassified to other liabilities.

(i) Urnder presious frarrework, oustomer deposits in foreien ourrenoy wes classified as part of other labilities . On tansition to IFES,
matorer deposits were reclessified fromother liahilities o deposits fromoustormers.

Fo June zo17 1 Julyzoaf
% Debt securities issued Birr'ooo Birr'ooo

Debt seourities issued tmder previous GALE - -

Reclassification
1) Reclassification of Ethiopian Gowermirent Saving Bords fombomowdngs B.80g,07= P = =
(i} Reclassification of exrplosee confribution for puarchaszed of
Grard Ethiopian Renaissance DarmnmBords fromborrowings 161,084 207,070
8,070157 B.ofoz2m
Remeasnirement
(iii) Recognition of debt sempities issved at anortised costwsing EIR (4,554 (=a8)
[ERE=EY (ZaEc)
Debt securities issued per IFRS 8,005 570 B.o56 786
INotes on reclassification

i) Urder the previows frarmework, Ethiopian Gowermrent Saving Bords were classified as part of long terrn bormowings . Hovweser,
Ethiopian Governrrent Saving Bords hase the risk characteristics of debt semrities. Cn fransition to IFRS, these debt semarities
were reclassified from long term borrowings to debt secorities issued.

(i) Urnder the presdons framework, norn bearing interest Grand E thiopian Renaissance Darn Bonds were classified s partof long termm
borrovings. Howeser, these bords hane the risk characteristics of debt semurities. Cm trarsition to IFRE, these debt securities were
reclasified fromlong termbormowings to debt semrities issued and mreasred at fair valie.

Notes on remeasurermnent

(i) Trder the previoe frarrewor, interest expense was caloalated using the contractuaal interest rates associated with the financial
liability In lire with IAS =9, the Bank iz required o subsequerntly measure its financial labilities at arortized cost using the
effecti+e interest mte method. Cn tereition to IFRS, the debt seourities issued were mesasmed at amortised cost ising the
effecti+e interest rate with the corresponding ad justrent to retained earnings.

FU SR 2UTY R RTLTTL PO T THE

W Bormowings Birr'ooo Bimr'ono

Borrowings under presdous GAAP 40,085,809 ey nm R
Reclassitication :

i) Reclassification of Ethiopian Gosermirent Saving Bonds to debes N, g, Bnn;r,n:r?.:-_]l (=Bt ood)

(i) Reclassification of ernploves contribution for purchased of ff
Grard Ethiopian Rensdssanos DamBords from borrosings
(i Sooried irerest on bomrowings reclassified fiomother

(i) Teclsssification of rmanaged find pa*_:,able frormborrowirge
i) Reclsssification of risk LS EER wings to |

A\ /
.F "'EEL.J.M. -mﬁ-u)

\Eﬁr *ﬂE
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
Forthe year ended 30 June 2018

MNatesan reclassificatian

(i) Urder previome frmrreword:, the interest accned on bormowings was recogrissd & part of other liahilities and wes rotreersfered
to the imded ving instmarent at the reporting date. Cn rarsition o IFRS, the aocrmaed interest on borowings wes reclassified into
the wlated firarcial liability

Natecan remeasuremeant

(i) Urder the presioes fermewor, inferest experse was calmilated 1sing the contrachual interest rates associated with the financial
liahility In lire with 182 55, the Bank is required to subsequently measuee its financial lahbilities at arrortised cost wwing the
effecti-e interest e method. Cn fransition to IFRS, the borrowings were messured at anortised cost ising the effecti+e inferest
rate with the corresponding adjustrent to retained eamitgs.

30 Fune 2017 1 July 2016
% Other liabilities Bixr' 00 Birr 000
Ctber Habilities a8 per presdows GA AP Aa,000 o B
Reclassificatian
(i) Aocrued interest reclassified o bormovings (see note WD) (1447454 (1,100,720
(i) Reclassification of acorued charges 1o deposifs fomostorrers (see note THD =Tmt=i] e T}
(iii) Reclassification of retentiors pasable on lethers of credit frormdeposits fimmoustorrers (ses TS A=80o
(i) Reclassification of mstorrer deposifz inforeign ourrencyto deposits fromoustorrers (see (EEoLiEE) (g, o)
rote T
(%) Reclassification of esoess loan balarices to other pasmbles 480 14
i) Reclaesification of mansged fimd pasable fornbomowings to 174,00 =E R
other liahilities
i) Reclassification of risk fizd pasmble frorm bortowings to other - 5,855
liabdlities
|1 746058) | 1508, 323)
Remeas unement
il Recogrition of provision on staff borns 11,070 (% =)
I1,978 6,357
Dther liabilities per IFRS £.894.550 506,757

Matesan remeasuremeant
Urder presdous GAAF, the Bank recogrisss borus arromit rel ating to service rendered in the preceding petind inthe war it which
pertrent is rade. Howeser, IFRS requires that the borus be prosided forin the wear the enplovee has rendered the service that
increases their entiflerrent: to boruses if there is alegal or mrstractse obligation to paythe bors & at vear end. Cm trarsition to
IFEZ, the expected costs to be paid as bornes has been recognised a5 a liabditywith the corresponding adj vstrment recogrized in
YRS B ERPON: [y Py

30 June 2017 1 July 016
Retirement bensftakligatian _Birr000 ‘Bixr' 000

-l

Retirerrent benefit obligation as per prevdous GAAR - -

Bank's retirerrent berefit e_-,.»'--'-!

deterp
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Development Bank of Ethiopia

Notes to the consolidated and separate financial statements

For the year ended 30 June 2018

Z Capital
Capital trider previows GASP
Capital per IFRS

AA Retained earnings
Retained earnitgs as per prevdous GAAF

Remeasurement
(1) Recognition of inferest on loars ard receissbles forn contra inferest receivable acooumt:
(zee rote OV
(i) Recognition of interest incorre on individuallyiropaired loans (ses note S0
i{il) Recognition of additional inpadrrrent allowercs onloans ard adwerces to custorers (e
(iv) Recognition of interest inoorre on staff loans and advances wsing BIR (see note DA
(77 Armortisation of prepaid ermplowees berefit expense onind ivdd val loars (see note O (41
=) Recogrition of aooriaed interest on freasiry bills 1sing EIR (see note PO
{7ii) Recognition of deferred taod asset (sze note Q5
(=i} Resersal of deferred inoome tad receivable a8 per GALP
(i) Rewersal of expess aoournulated depreciation (ses note T{W)
30 Inoresse in acourralated depreciation for insestrent property(see note H1D
i) Recognition of additioral acmarnilated depreciation on assets instore and in trarsitand
revsion of veeful life (ase note TAT)
(i) Recognition of resal uation gain on budd ings (see niote T
(i) Recognition of debt semurities issued atarortised costusing EIR
(i) Recognition of borrowings at arrortised cost using EIR
(v Retognition of provdsion on staff borms
() Recognition of defined berefit obligation
i) Recognition of norrinterest bearing special bonds at firsalue
oiiil) Recorcilistion of differences betwesn the prmpertsy, plant and equiprment schedule and the
audited financial staterrents (see note TEiD & R G
() Adjustrrentof inoorme ta as per IFES

Trarsfer to regulatoryoredit risk resere fromiretaired earmings
Retained earnings per IFRS

AB Legal reserve
Legal reserve per previos GAAP
Remeasurement

{1 Spportionment frormretsined sarmings as per MBE guidelines
toleggl resere

Legal reserve per IFRS

{15 AnnualReport

Forthe YearEnded June 30, 2018

jolunezor  1Julyzoib
Birrooo Birr'ooo

", 500,000 ', 5P0,000
7,500,000 7:500,000
3odumezory  1Julyzoib
Birr'ooo Birrooo
b=l ] 251,520
252,200 128517

(o] ¥

L4 ros =200 (o)
15,400 5555
(13,520 =S =
(1,0 ==

il 4

{5399 {5399
150,555 151,400

(830 .

{om3ad) {1=Hg)
o808 O8,081
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(11,578 bt r)
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Development Bank of Ethiopia
Notes to the consolidated and separate financial statements
For the year ended 30 June 2018

MNotes on remeasurerent

{1y The MEE Directive Mo. SEEB/ 4/ ogrequires the Bank to trarsfer anrmally 25% of its annual net profit o its legal resere account

AC

1l such acooumt equals its capital. In caloulating IFRS adjustrents, certain balarces have been restated and adjisted inlive
with the requirerretts of IFRE. The ourrilati+e adjustrents to these balancss have besn corsidered and 1sed in the calodlaton of
the lezal reserve urder IFRE.

Regulatory credit risk reserve
Fegulatoryoreditrisk resere per presvdous GAAP B -

Remeasumrerment

Adivstment to recognize incotre on inpaired loans 1O, R 1,285,174
Inoorre tax itnpact:

Regulatory credit risk reserve per IFRS I W

£z per the repalatory requiretrent, inferest incorre on irpaired loars - are required to be accouited for in a confra accournt o
lnars ard advances. Howveser, urder IFRE, such interest incorme should be recogrized in the regulatoryoredit risk reserve (netof
teed) inopder to reconcile with that of the reaulatoryrequirerrent
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senior Management Members

Sr. |Name Position
Placement

No.

§ BerhanuTayeTolla CHrector Branch Projects Follow-up
Directorate

2. Taye Jird Chrector Froject Rehabilitation & Loan
Recovery Directorate

3. Tsige Genet Dhrector Customer Relationship Mgt
Directorate |

4. Adane Mehari Dhrector Customer Relationship Mat.
Directorate |

5. Tekle Zewdie Dhrector Project Appraisal Directorate ||

6. Hunegnaw Zegeye Dhrector Research & Project Data Mot
Directorate

i Atsetieha Abay Thrector Customer Relationship Mot
Directorate 11

8. Melese Maruta Dhrector Customer Relationship Mgt
Directorate I

9, Getachew Belay CHrector Project Appraisal Directorate |11

10, Teshome Abebe Corporate Project Review Team SMember | Ethio-Capital & Investment Plc

11, Bekahil Bemanu Corporate Project Review Team Member | Mega Projects Follow-up Taskforce

12. Eenet Yirgu Corporate Project Review Team Member | Corporate Project Review Tearm |

13. | ¥ohannes Belachew Corporate Project Review Team Member | Corporate Project Review Tearmn ||

14. Eshetu YWelela Corporate Project Review Team Member | Corporate Project Review Tearm ||

15, | Ababukassa Corporate Project Review Team Member | Corporate Project Review Team |

16. heseret Tilahun Corporate Project Review Team Mewmber | Corporate: Project Review Tearmn |

17, Mejib Karmil Corporate Project Review Team Member | CoOrporate Project Review Tearmn |

18. Dessalegn Bogale Corporate Project Review Team Member | Corporate Project Review Team |

19 Tilahun Welebo Corporate Project Review Team Mewmber | Corporate Project Review Tearmn |

20, Tsegie Desta iCorporate Project Review Team Member | Corporate Project Review Team |

21, Tadesse Tolcha Corporate Project Review Team Member | CoOrporate Project Review Tearn |

22, Gebremedhin Hadera | Corporate Project Review Team Member | Corporate Project Review Team |

23.  |Workashe Chema Corporate Project Review Team Member | Corporate Project Review Tearmn |

24, | Kifle H/Eyesus Dhrector Strategy, Change & Communication
Directorate

25. | Markos AklileBerhan | Director Human Resource Management
Directorate

26.  |¥ima Abebe Chrector Internal Audit Directorate

27, | Tirfu Adhanom TCHrector Finance & Accounts Mgt. Directarate

28. | Getnet Temechew Dhrector Legal Affairs Directorate

29, | Guddus Lelissa THrector Information Technaology Services
Directorate

30. | Solomon Megerssa CHrector Froperty & Facility Mgt. Directorate

ﬁ:mm_&i Esa:eims'i_




senior Management Members

31. |EbbaRegassa Thrector Compliance & Risk Management
Directorate

32, Behallu kKassaye (Or) | Director Extemal Fund and Credit Mot
Directorate

33 | Abiot Daida Thrector Engineering Services Directorate

34. | Zelalem Tesfaye Chrector International Banking Service
Directorate

3a. Martha Kidane Chrector Comorate Bond Mot. Directorate

36. | Abebaw Siraj Thrector Treasury & Fund Management
Directorate

37. | Dereje Daba CHrector Lease Financing Follow-up
Directorate

38 |Frew Kassa Chrector Project Evaluation & Fortfolio Mot
Directorate

a9 Tibebu Bizuneh Chstrict Manager Addis Ababa District

40, Mathnael Hailu Ly THrector atratedy, Change & Communication
Directorate

41. | Abebe Mulu Dy Director Strategy, Change & Communication
Directorate

42 | Kirubel Arega DK Dhrector Human Resource Management
Directorate

43. | Zelalem Solomaon DHDrector Information Technology Services
Directorate

44, TeshagerAzmeraw H | D¥Dhrector Irformation Technology Services
Directorate

45, Aberash Silengo Dy THrector Froperty & Facility Mot Directorate

46. | Gedion Mekonnen D Drector Research & Project Data Mot
Directorate

47, | Bemnet Foto DHDrector Research & Project Data Mot
Directorate

48 Getahun Chekol Dffice Manager Ethic-Capital &lnvestment Plc

49, Wiorku Fekade Ofhice Manager Ethics & Complaint Managemert
Office

50. | Teshome Bekele {In- | Office Manager aafety and Security Service Office

spector)

a1 Hailu Fitta Dhstrict Manager Dire Dawa District

22, Kendihun Belie DhHstrict Manager Zondar District

g3 Terarma Tesfaye Dhstrict Manager Wil ayitaSoddo Distict

g4 Derbie Workalemahu. | District Manager Bahir Dar District

23 Sigay Biru Chstrict Manager Jimma District

o6 Yohannes Amare Dhstrict Manager hekele District

ar Zeritu Megalegn Dhstrict Manager Hawassa Distrct

a8 Berasu hMekonnen Dhstrict Manager Adarna District

a9 Endashaw Bayew Dhstrict Manager Dessie District

BL.

Eba Bert

Dhistrict dvanager

M ekemete District

B1.

Taye Bekele

Dhistrict tManager

Butajira District

Kibreab Gimma

Dhistrict Manager

Gambela District
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Distribution of Districts and Branches

Dire Dawa District

Diredawa Branch

Chiro Branch

Jigiga Branch

Gelemso Branch

Harar Branch

kebridahar

Gonder District

onder Branch

Debark Branch

Debretabor Branch

Dessie District

Dessie Branch

kKombolcha Branch

kernissie Branch

ShewaRohit Branch

Woldiya Branch

Lalibela Branch

Sekota Branch

Logiya Branch

Jimma District

Jimma Branch

hizanTeferi Branch

Agaro Branch

Bonga Branch

Mekelle District

W ekele Branch

Hurmera Branch

Adigrat Branch

Endaselsse Brarch

Axurn Branch

Wk Branch

Adawa Branch

Mayechew Branch

MNekemte District

Mekemte Branch

Assosa Branch

Sharmbu Branch

DembiDolo Branch

Gimbi Branch

120

Annual Report

Forthe YearEnded June 30, 2018




Distribution of Districts and Branches

East Addis Ababa Branch
West Addis Ababa Branch
South Addis Ababa Branch
Maorth Addis Ababa Branch
Debrebertian Branch
Armbo Branch

Fichie Branch

Sebeta Branch

Burayu Branch

Wiorate Branch

Butajira Branch

Hosaana Branch

Wiolkite Branch

Wiolisso Branch
Walyitasodo Branch
Durame Branch

Sawla Branch

Arbaminch Branch

Jirka Branch

Alabakulito Branch
Hawassa Branch

Dilla Branch

Aletawondo Branch
‘firgalem Branch
BuleHora Branch
Shasermene Branch

Zoba Branch
Adolavweyyo Branch
Bahirdar Branch
Debretdarkos Branch
Wota Branch

Bahir Dar District Finoteselam Branch
Bure Branch
Chagni Branch
Injibara Branch
Adama Branch
Asela Branch
Bishoffu Branch
Batu Branch
Garnbella Branch
W et Branch

Addis Ababa District

WolayitaSodo District

Hawasa District

Adama District

Gambella District
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Development Bank of Ethiopia

Four Devalopment Partner!

wannw.dbe.com.et

email: dbe@ethionet. et

Tel: +251 11551 1188/89

Fax: +251 11551 16086

Yosef Broz Tito Street

P O.Box: 1900 Addis Ababa, Ethiopia




