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PROFILE

Established in 1942.

The first bank to introduce the Automated Teller Machine (ATM) to Ethiopia.
Introduced Western Union Money Transfer Servic_es to Ethiopia.

Had 965 branches across the country by June 30, 2015.

Plays a catalytic role in the economic growth of the country.

Strong correspondent relationship with about 45 renowned foreign

banks, and SWIFT bilateral arrangement with 770 others.

Had about 10.6 million account holders as of June 30, ZOiS.

Strong assets position of Birr 305.1 billion as of June 30, 2015.

Combines wide capital base with 22,908 committed employees.

VISION

To Become a World-Class Commercial Bank by 2025.

MISSION

We are committed to best realize stakeholders’ values through enhanced
financial intermediation globally and supporting national development
priorities by deploying highly motivated, skilled and disciplined employees
as well as state-of-the-art technology. We strongly believe that winning
public confidence is the basis of our success.

VALUES

Integrity
We are committed to the highest
ideals of honor and integrity.
We strive to act in an honest and
trustworthy manner.
We firmly adhere to ethical

principles.

Employee Satisfaction
{ We are committed to employee
training and professional growth.
We distinguish our employees as
valuable organizational resources.
We recognize our employees for

their achievements.

Teamwork and Collaboration
“ We recognize the importance of
teamwaork for our success.

< We support one another and work

co-operatively.

Customer Satisfaction

We strive to excel in our busness
and satisfy our customers.

We are committed to offer the
highest quality service to our
customers and aspire to be
branded with quality in the minds
of our customers and the general

public.

Learning Organization
4 We are committed to anticipate and
respond to internal and external
changes through constant improvernent
and adaptation.
{ We strive to establish a culture that

nurtures individual and group learning.

Public Trust
We understand that the sustainability
of our business depends on our ability to

maintain and build confidence.

Decentralization

{ We are committed to delegate

operations

responsibilities.

Value for Money
We use resources carefully to save
expense, time and effort.
{ We deliver the same level of
service for less cost, time and effort.
¢ We deliver a better service for
getting a better return for the same

amount of expense, time and effort.

and decision-making

Corporate Citizenship

4 We value the importance of our
role. in national development
endeavor.
4 We abide by the laws of Ethiopia
and other countries in which we do
business.

We care about society’s welfare

and the environment.
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Particulars (Mn Birr) 2012/13 2013/14 2014/15
" Annual Operating Results

Totablacom: | g 17,797 23,213
Interest Income 9,539 11,997 16,769
Non-Interest Income 4,188 5,800 6,443
Total Expenses 5,166 7,848 | 10,509
Interest Expenses 2,380 3,438 | 4,884
Non-Interest Expenses _ 2,786 4,410 5,625
Profit Before Tax 8,561 9,949 ' 12,703
Net Profit for the Year | 5,866 6,890 8,770

Balance Sheet Status

Total Assets 195,443 244,128 305,075
Outstanding Loans and Advances 149,006 200,980 266,181
Total Liabilities 186,244 283036 | 291,754
Total Deposits 154,438 194,052 242,497

Capital and Reserve 2,199 1120925 13,321

Non-financial Performance
Number of Branches 695 832 9265
Number of Employees 15,007 18,524 i 22,908

Profitability (%)

Net Interest Margin 47 4.3 4.5

Return on Assets | 4.8 lerd 5.1
Return on Equity 101.2 28 132.6

Capital Adequacy (%)
Capital Adequacy Ratio 13.3 12.9 13:2
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We at the Commercial Bank of Ethiopia are very happy to see that the stakeholders of the Bank are
pleased with the consistent growth registered over the past consecutive years. In 2014/15, CBE
earned 22.8 billion Birr total revenue and 12.7 billion Birr profit before tax. The profit has shown 31

percent increment from the past year.

The expansion of the country’s GDP by 10.4 percent in the year, the conducive investment atmosphere
and government policies have played parts for the success. However, price volatility of primary
products in the international market challenged the Bank's foreign currency earning potential to

some extent.

The year 2014/15 was the closing year of CBE's first five-year strategic plan and the beginning of its
second (2015/16-2019/20) strategic plan. The Bank's financial position has shown a marked transfor-
mation during the first five years of the strategic plan. Total deposit increased by fourfold, reaching
242.5 billion Birr as compared to the level in 2010. This showed an annual average growth of 34
percent over the five successive years. Moreover, with an average annual growth rate of 25 percent,
CBE's total asset stood at 305.1 billion Birr. It was also possible to inject close to 322 billion Birr to
the economy in fresh loan and bond disbursement during the just concluded strategic period.
Besides, though the Bank envisioned opening 100 branches per annum, it was able to open 133
branches in 2014/15 alone. The well-articulated resource mobilization strategy has helped CBE to
dramatically increase its customer base; and as a result, the customer base which was 2.2 million

during the base year of 2010 reached 10.5 million at the end of 2014/15.

As in the previous years, CBE has continued to lead the banking industry in introducing new products
and availing technology-based banking services. The deployment of ATMs, POS terminals, Internet
and Mobile Banking services has intensified the Bank's endeavor to achieve service excellence. This

has required the Bank a lot in terms of finance and skilled manpower.

10 commercial Bank of Ethiopia

In a bid to further build its capacity, the Commercial Bank of Ethiopia inaugurated in 2014/15 a
12-story monumental building that serves as a Center of Excellence where robust human resource
could be developed. The center will have huge contributions towards building leadership capability

and operational skills of its employees.

To accommodate its rapid internal growth and address the subsequent office space challenge it has
been facing, the Bank also laid down a cornerstone for a 53-story Headquarters in 2014/15. This
edifice, together with the other medium size buildings CBE is constructing, will contribute toward

boosting the image of the capital city as well.

Well aware of its nationwide socio-economic responsibilities, the Commercial Bank of Ethiopia has
also been supporting the development priorities of the country by financing projects thought to bring
about breakthrough in the economy. In addition, it supported organizations in areas of health,
education, sports, arts and culture. As a result of these and other planned activities of the Bank, a
subsequent reputation survey showed that CBE had good reputation in 2014/15, suggesting the high

level of public confidence the Bank enjoys.

The accomplishments registered in the period under review would not have been possible without the
unreserved leadership and guidance of the Board of Directors and the commitment of its employees.
Most importantly, the trust and loyalty we enjoyed from our beloved customers have been the major
drivers behind our success. | would like, therefore, to take this opportunity to thank all stakeholders

for their strong commitment and trust in the Bank.

Finally, | have no doubt that CBE will preserve its dynamism and innovativeness with a view to

attaining further heights and exceeding the expectations of its stakeholders.

Bekalu Zeleke

President
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2. Operational Highlights

2.1 Income Statement Analysis

In 2014/15, total income of the Bank stood at Birr 23.2 billion, registering a growth of 30.4%
when compared with 2013/14 performance of Birr 17.8 billion. This resulted because of the
growth in both interest and non-interest incomes. The income generated from foreign
banking operations was about Birr 5.5 billion, accounting for 23.6% of the total income.
Interest income takes the lion's share of its total income.

Trends in Income Statement (Mn. Birr)

Trends in Profit Before Tax (Mn. Birr) L
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Particulars 2013/2014 | Percent Change
Total Income 17,797 30.4
Interest Income - 11,997 39.8
Non-Interest Income B 5,800 i)
Total Expenses 7,848 33.9
~Interest Expense 3,438 421
Non-Interest Expense - 4,410 e
Profit Before Tax 9,949 27.7

On the other hand, the total expense of the Bank stood at Birr 10.5 billion, showing an
increase of Birr 2.7 billion (33.9%) over the last fiscal year. This is due to the rise in both inter-
est and non-interest expenses in connection with the business expansion of the Bank.

Trends in Expense (Mn. Birr)
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The operating profit of the Bank increased successively and reached Birr 12.7 billion in
2014/15, which shows a growth of 27.7% when compared with that of last fiscal year. The net
profit of the Bank stood at about Birr 8.8 billion, showing a growth of 27.3% against Birr 6.9
billion in 2013/14.

14 commercial Bank of Ethiopia

The return on asset (RoA) and the return on equity (RoE) of the Bank stood at 5.‘1 % and
132.6%, respectively. These performances are high compared with the accepted minimum
standards, implying the continued strong profitability of the Bank.

Trends in Return on Asset(%) Trends in Return on Equity(%)
7
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0 0
2010/11 201112 2012/13 2013/14  2014/15 2010/11 2011/12 2012/13 2013/14 2014/15

Net interest margin for the year stood at 4.5%, which is slightly higher than the 4.3% ratio of 2013/14.
This shows the continued robust profitability of the Bank.

Trends in Net Interest Margin(%)

2010/11 2011/12 2012/13 2013/14 2014/15
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2.7 Balance Sheet Analysis

2.2.1 Asset Structure

In 2014/15, the total asset of the Bank was Birr 305 billion, exceeding that of the past fiscal
year by Birr 60.9 billion (25%). Net other assets, property and equipment as well as other
investments and investment in bonds were the main accounts that contributed to the growth

of the total asset of the Bank.

The amount of fresh loans disbursed to the various economic sectors during the reporting
year was Birr 90 billion, indicating a growth of 13.4% compared with the level of 2013/14.
Favorable deposit mobilization and strong loan collection performances registered during the
year helped boost approval of new loans and investments on bonds.

Trends in Loans Performance (Mn. Birr)

266,181

o
©
=
o
o

2010/11 2011/12 ' 2012/13 2013/14 2014/15

* Total Outstanding Loans |l Total Disbursements [l Total Loans Collection

2.2.2 Outstanding Loans by Sector

The total outstanding loans of the Bank for 2014/15 stood at Birr 266.2 billion, depicting an
increase of 32.4% from the previous year. A large portion of the loans went to the manufac-
turing sector, which took around 21.6% of the total outstanding loan. Loans to the manufac-
turing sector grew by around 30% during the year.

The second largest portion of the loan was given to foreign trade, which had nearly 8% share
of the total loans, and grew by around 25% during the year. Domestic trade and services
had around 2% share of the total outstanding loans, and it grew by around 41%. This shows
that the Bank has been striving to boost the contribution of the manufacturing sector of the
economy.

2.2.3 Liabilities

In 2014/15, the total liabilities of the Bank reached Birr 291.8 billion, which shows an annual
growth of 25.2% from the past fiscal year. Growth in customers’ deposit was the major
contributor to the growth of the overall liabilities of the Bank. Mobilized deposits remained
the major source of funding. Aggressive expansion in branch network, large public
confidence and favorable business environment helped the Bank to command a large
deposit base. During the year, the Bank’s total deposit reached Birr 242.5 billion, indicating
a growth of 25% when compared with that of 2013/14. This was mainly due to the growth of
saving deposits by about 34%. Demand deposits increased as well by 17% when compared
with the past fiscal year’ This shows that the Bank has been expanding in all types of
deposits.

Deposit at Year-end (Mn. Birr)

Particulars 2013/14 2014/15 Growth in %
Demand Deposit B 103,051.62 | 120,18252 il
Savings Deposit 81,329.20 [SESIENIEE 33.8

Fixed time Deposit 9,671.04 [ EEEE 39.9
Total Deposit 194,051.90 242,497.03 25

16 Commercial Bank of Ethiopia
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2.2.4 Capital Adequacy

Capital and reserve position of CBE increased from Birr 11.1 billion in 2013/14 to Birr 13.3
billion in 2014/15. The risk weighted capital adequacy ratio stood at 13.2%, which is well
above the minimum requirements of 8%. Growth in capital and reserve position further
reflects the Bank’s continued financial strength.

2.3 International Banking

International banking operation is one of the core business areas from which CBE earns
significant amount of revenue. The Bank maintains healthy business relationships with many
prominent banks around the world. The overall income earned from foreign  banking
operations stood at Birr 5.5 billion, which suggests an increase by 3.5% from the last fiscal
year.

Income from Foreign Banking Operation (Mn. Birr)

2014/15
5,477
@
2013/14 Commission @
Income
; Total @
2012013 | 1912 o
R 5,586

1,000 2,000 3,000 4,000 5,000 6,000
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2.3.1 Foreign Currency Earnings

Foreign currency mobilization is one of the crucial components of the overall resource
mobilization strategy of CBE. Consequently, the total foreign currency inflow during the
year under review reached USD 5.8 billion, up by 4.12% from 2013/14. All the FCY earning
categories recorded a favorable achievement when compared with the preceding year.

With large concentration of Ethiopian Diaspora communities in North America, Europe,
and the Middle East, Ethiopia stands to derive large benefits from remittance inflows.
The total share of remittance has been large in volume, which contributed more than
83% of the total FCY inflows. It also registered a growth of 8.65% in 2014/15.

Foreign Currency Receipts (Mn. USD)

Particulars 2013/14 B Growth in %
Exports 972.80 (13.61)
Remittances - 4,787.00 8.65
~ Private Transfers 1,973.10 | &.57
Official Transfers 881.20 S8k :
FCY Purchases 300.00 (28.02)
Service Receipts 1,632.70 10.47
Total Inflows 5,759.80 4,12

3. Other Developments

3.1 Human Resources

Strengthening the human resources development effort is key to organizational success. In
this regard, CBE has continued to exert unreserved efforts towards capacitating its human
capital through providing various on-the-job training for both existing and new staff. It has
also been striving on recruiting additional new employees and retaining trained and well-
qualified staff through various incentives and benefit packages. In 2014/15, the Bank
recruited 4,976 permanent employees, and the total number of staff was raised to 22,908
from 18,524 in the past fiscal year.

With the objective of enhancing the expertise and professionalism of its employees to the
required level, a total of 33,769 employees participated in different leadership and technical
capacity enhancement training programs during the year. In addition to in-house skill
upgrading training programs, the Bank sponsored several employees to attend
post-graduate studies.

Annual Report 2014/15 19




As the success of the Bank highly depends on the quality of its human resources, CBE will
continue to give emphasis on recruiting qualified professionals and training its staff. By doing
so, the Bank would ensure that its workforce is equipped with the appropriate managerial
and technical knowledge in the competitive and dynamic business environment. The
inauguration of CBE's Center of Excellence, which is a 12 story building well equipped with
high quality training facilities during the fiscal year is a big step in this direction. The Center
is expected to enhance leadership capabilities and professionalism of employees.

2014/15
Auditor’'s

Report
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. ! Recent advancement in information technologies towards service industry has brought about
vast opportunities. The effort of CBE to tap these opportunities has been encouraging and
crucial to transform the Bank. The recent performance of CBE shows that the total cost of
investment on IT hardware and software reached around Birr 754 million in June 2015. This
balance was around Birr 573 million in 2013/14. As a result of this investment, the number of
ATMs and POSs deployed in different parts of the country has consistently increased. Most of
the Bank branches and other units were also connected to the core banking, which went live
in 2012 and helped to improve service delivery. Mabile and Internet Banking Services had
also expanded. These efforts will continue in the years to come to make the Bank more

competitive.

CBE opened 133 new branches in 2014/15, which increased its total branch network to 965.
Many of its branches also expanded their services by opening additional windows.
Consequently, the customer base grew significantly, reaching 10.6 million account holders
and an increment of about 2.4 million account holders during the fiscal year under review. In
the same year, the number of ATMs reached 644, about 1,886 Point of Sale (POS) terminals
were also deployed across major cities and business locations. Moreover, additional 630,601
visa cards were issued during the fiscal year and the number of visa card holders reached

1,604,363.
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Apart from enhancing accessibility, impressive progress was also registered in the fiscal year
with respect to the recently introduced new products such as Education Savings, Interest
Free Banking, Youth, and Women Savings Schemes. These products have been progressing
well and contributed to the overall deposit mobilization efforts of the Bank.

In the years to come, CBE will continue to expand its branch network, to deploy more ATMs
and POS terminals so that it could enhance convenience and further improve service delivery.
By boosting service delivery and expanding its outreach, the Bank is committed to
maintaining its market share and adding values to its customers.

20 Commercial Bank of Ethiopia

Rt b = U



-INDEPENDENT AUDITOR'S REPORT TO THE
SUPERVISING AUTHORITY OF
COMMERCIAL BANK OF ETHIOPIA

We have audited the accompanying consolidated financial statements of Commercial Bank of
Ethiopia and its consolidated subsidiaries, which comprise the consolidated balance sheet as at 30
June 2015, and the consolidated profit and loss account and statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and a summary

of significant accounting policies and other explanatory information.

Responsibility for the Financial Statements

The President of the Bank is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with International Financial Reporting Standards and
in the manner required by the Commercial Code of Ethiopia of 1960, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free

from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the consolidated financial
statements 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 entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the

consolidated financial statements.

INDEPENDENT AUDITOR’S REPORT TO THE
SUPERVISING AUTHORITY OF
COMMERCIAL BANK OF ETHIOPIA (continued)

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis

for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of Commercial Bank of Ethiopia and its subsidiaries as at 30 June
2015 and their consolidated financial performance and consolidated cash flows for the year then

ended in accordance with International Financial Reporting Standards and the requirements of the

Commercial Code of Ethiopia of 1960.
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COMMERCIAL BANK OF ETHIOPIA

CONSOLIDATED PROFIT AND LOSS ACCOUNT AND
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2015

2015

Notes FEthiopian Birr

INTEREST INCOME 4
INTEREST EXPENSE 5
NET INTEREST INCOME

IMPAIRMENT LOSSES ON
LOANS AND ADVANCES

NET INTEREST AFTER
IMPAIRMENT LOSSES

GAIN ON FOREIGN

CURRENCY TRANSACTIONS
NON INTEREST INCOME 6
NON INTEREST EXPENSES 7
PROFIT BEFORE TAX
Income tax expense 8(a)
PROFIT FOR THE YEAR

Other comprehensive income
Exchange difference on translating
foreign operations

TOTAL COMPREHENSIVE
INCOME FOR THE YEAR

Profit for the year attributable to
Owner of the Bank
Non-controlling interests

16,769,423,731
(4.884,317.487)

2014
Ethiopian Birr

11,996,706,897
(3.437.775.111)

11,885,106,244

(541.478.442)

11.343,627.802

1,961,819,280
4,481,511,752
(5.083.478.749)

8,558,931,786

(537.756.765)

8.021.175.021

1,156,912,579
4,643,086,557

(3.872.161,609)

1,359,852.283
12,703,480,085
(3.933.382.961)

8,770,097,124

18,993,354

8,789,090,478

8,767,250,965
2.846.159
8.770,097.124

Total comprehensive income for the year attributable to

Owner of the Bank
Non-controlling interests

Vice President Finance “—

Addis Ababa, 17 August 2016

8,786,244,319
2,846,159

A,

1.927.837.527
9,949,012,548

(3.059.313.218)

6,889,699,330

16,565.276

6,906,264,606

6,886,615,122
3.084.208
6.889.699.330

6,903,174,503
3.090.103

\ 6.906.264.606

COMMERCIAL BANK OF ETHIOPIA
CONSOLIDATED BALANCE SHEET

AS AT 30 JUNE 2015
2015
Notes Ethiopian Birr
ASSETS
Cash 9 21,448,830,305
Treasury bills -
Government securities 10 1,363,834,775
Coupon bonds 11 24,591,649,835
Corporate bonds 12 128,100,000,000
Placements with other banks 13 3,663,418,688
Loans to Micro-finance Institutions 460,590,113
Loans and advances to customers 14 108,019,526,817
Other advances 5,008,955,737
Other investments 15 75,650,226
Deferred tax asset 16 9,674,973
Other assets 17 9.863,948,791
Property, plant and equipment 18 2,297,008,667
Advance payment for asset planned
to be sold 25,500,000

Intangible assets 19 44,646,337
Goodwill 16,863,185
Leasehold land 20 84.741.216

305,074,839.,665
LIABILITIES
Deposits due to other banks 828,814,607
Customers’ deposits 21 241,668,215,195
Current tax liabilities 8 (d) 3,956,408,312
Finance lease obligations 38,610,373
Dividend 22 15,938,133,246
Deferred tax liabilities 23 1,876,051
Other liabilities 24 29.321,740.125

291,753,797,909
NET ASSETS 13,321,041,756
CAPITAL AND RESERVES
Capital 25 8,082,416,551
Legal reserve 26 4,829,353,814
Retained earnings 27 305,986,324
Foreign currency translation reserve 28 91,788.244
Equity attributable to the owner

of the Bank 13,309,544,933
xS ke 3 N
. - @

Non-controlling interests - 11.496.823

>
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2014
Ethiopian Birr

15,156,565,357
116,116,023
1,635,541,148
17,737,084,874
92,400,000,000
17,244,037,613
388,141,899
86,873,653,454
3,580,799,338
42,781,589

7,095,188,484
1,671,190,881

87,571,056
12,563,817
86.576,069
244,127.811,602

896,258,454
193,155,607,035
3,053,988,901
40,742,968
9,377,803,827
5,623,630
26.505,506.090
233,035,530,905

11,092,280,697

8,082,416,551
2,688,425,162
239,993,430
72,794.890

11,083,630,033

8.650.664




COMMERCIAL BANK OF ETHIOPIA
CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 30 JUNE 2015
|
2015
g 3 (8 3 5 S CASH FLOWS FROM OPERATING ACTIVITIES £ Opian Bire
=) o |o ol < o Profit for the year - 3,770,097,12: 6.889.699.330
f= ~0 o~ o ~F o~ | =
ol o = 2 2 = | ‘Adjustments for
S ‘3 i — ‘ Income tax expense recognized in profit ar loss B 3,059,313,218
é_ i Investment income recognized in profit or loss (1.309.139]
& | Impairment of loans and advances 537,756,765
B e 'E:%‘ o) S e = e ) ‘ . Depreciation and amortization of non-current assets 280,001,048
gg o s o 1= g = S Gain on disposal of property, plant and equipment (6,924,904)
55 B = 4 - I - 10,758,536,318
E 5 P § * ol |9 g.?: s 2 S Movements in working capital
g 2 T e E‘ pcy B g 2 | Increase in coupon bonds (3,505,340,024)
e = | Increase in corporate bonds (27,300,000,000)
= = o = o < Increase in loans ant;l advances [21,70_5;78‘6,'_7'58]
o ro. N gg_ c'-E?,_ N (Increase) decrease in other assets 54,871,266
:E;g.%;g_m & o 3 5 ] g Increase in cash reserve with National Bank (1,730,079.443)
ﬁﬁ §‘u".| 0 = ~ =5 ! ’ Increase in customers' deposits . 39,168,306,846
%‘Em Lo {4 B 7 o Increase in other liabilities 1,834,392,638
s Cash used in operations (2,425,119,137)
: Income taxes paid (2,720,284,648)
P —_— —_— —_— ‘ ) I} i}
s § Lﬁ S| |& é_ § & = § | Net cash used in operating activities (5,145,403,785)
° : ) S e R R O = ey Y e - '
o D — (=) o~ Lo ==
£ 1= = S S Lﬁ ey o g gﬁ_ § CASH FLOWS FROM INVESTING ACTIVITIES
‘ESLE"'" L - O = R o O P £ =1 B = . Investment income received 219.909
= Rl S ) 21 =i | =] i Payments for property, plant and equipment (882,574,182)
| Proceeds from disposal of property, plant and equipment 7 850 433
P § % g % E | Proceeds from red_emption of government securities 758,732,649
E = i L e & i Payment for other |n_ve5tments -
8 m N 3 o & L x] ‘ Payments for intangible assets (12,563,817)
g 3 = = =) = | Payments for assets classified as held for sale -
el &3 £ 2 o 2. Payment for leasehold land (8.680,938)
e 2 Proceeds from [payments for] quarantee deposits (733,591,902)
= = — = Net cash generated by (used in) investing activities 870.607.848
5 3 5 3
w E 3 E ‘ Unrealised gains arising from changes in foreign 14,981,637
= &5 a1 B ‘ currency exchange rates
% 3 8 3 | I (6,001,029,996)
IG) = @2 o \ decrease in cash and cash equivalents 15,150,715,105
E 5 | Cash and cash equivalents at the beginning of the year 9,149,685,109
> E b L - Cash and cash equivalents at the end of the year
— o™ 3]
W s o
= = =
= E=3 g 4 Cash and cash equivalents comprise 3,160,729.502
I TR =f 1 g Cash in hand 116,116,023
= E 2 E L | Treasury bills ) ) 1,092,123,685
~ 2 g © 2o X gl 0 l Balances with National Bank of Ethiopia 985,252,827
% il = v § S o = | |Balances with Central Bank of South Sudan - 4,691,721,526
DM 2 | |a|e el |_|a|e o | Placements with other banks (896,258,454)
= pad % 2 1327 3 ¢ 2g 3 \ Deposits due to other banks - 9,149,685,109
= ol o ol g o oG o
o> o |ees = |Blele 2 -
0O == © = Eg|+= © =IE|s © I
o= = irey T - Slolo = \ _—————
=8 F 2 Zclel (8 1B EE1E |5 |8 -—
> Z 8 sl2el B 1\ sl (B |= L N I
Nl 323 ) ey E = [3] C = E = @
O O LW o 0o — o m o |O|— 0O o
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

COMMERCIAL BANK OF ETHIOPIA |
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BANK INFORMATION

The Bank is established as a limited liability public enterprise in the Federal Democratic
Republic of Ethiopia.

The Bank’s head office is in Addis Ababa and it has over 1,000 branches throughout Ethiopia.

It is wholly owned by the Government of the Federal Democratic Republic of Ethiopia.

BA

ASIS OF CONSQ
The consolidated financial statements incorporate the financial statements of the Bank and
entities controlled by the Bank - its subsidiaries. Controlis achieved where the Bank has

the power to govern the financial and operating policies of an entity so as to obtain benefits
from its activities.

SIGNIFICANT ACCOUNTING POLICIES

a) Statement of compliance :

These financial statements have been prepared in accordance with International Financial
Reporting Standards issued by the International Accounting Standards Board and in the
manner required by the Commercial Code of Ethiopia of 1960,

b) Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis,
except for the measurement of impaired assets at their fair values, Historical cost is
generally based on the fair value of the consideration given in exchange for assets.

The principal accounting policies are set out below.

c) Income
Income is recognized in the period in which it is earned. When a lending account becomes
non-performing, interest is suspended and excluded from income until it is received. However,

itis computed and shown in a memorandum account. Expense is recognized in the period in
which it is incurred.

d) Non- interest income

(i) Dividend income

Dividend income is recognized when the Bank’s right to receive a dividend as a share
holder is established.

(il Rental income
Rental income is recognized on a straight line basis over the lease term.

(iii) Other income
Other income is recognized when significant risks and rewards of ownership are
transferred to the recipient and the amounts of revenue can be measured reliably.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
e) Treasury bills and government securities

Treasury bills and government securities bearing interest are stated at cqst plus accrued
interest. Non-interest bearing securities are discounted using the effective interest rate

f) Coupon and corporate bonds
Coupon and corporate bonds are stated at cost.

g) Financial instruments

Financial assets and financial liabilities are recognized when the Bank becomgs a party to
the contractual provisions of the instrument. They are initially measured at fair value.

Financial assets are assessed for indicators of impairment at t_he er_wd o_f each reporting
period. Financial assets are considered to be impaired when there is objective evidence that,

as aresult of one or more events that occurred after the initial recognition of the financial
asset, the estimated future cash flows of the asset have been affected.

h]) Other investments

Other investments are stated at cost. Income is recognized only to the extent that distributions
are received from net profits that have arisen subsequent to the date of acquisition.

i) Tangible assets
(i) Property, plant and equipment

Property, plant and equipment are stated at cost less accumule_lted depreciation.
Depreciation is charged on the straight-line basis at the following rates per annum.

) %
Buildings - 5
Computers and software 25
Fixtures, fittings and equipment 20
Motor vehicles 20 |

(ii) Capital work in progress

Capital work in progress is included under property, plant and equipment and
comprises costs incurred on ongoing capital works. These costs include material,
transport, and labour.

(iii) Acquired properties
Acquired properties are properties that were used as collateral for loans and advances

and that have been transferred to the Bank after foreclosure. The properties are held
for sale and are stated at fair value through profit or loss.
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COMMERCIAL BANK OF ETHIOPIA

NOTE

S TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

SIGNIFICANT ACCOUNTING POLICIES (continued)

j) Advance payment for asset planned to be sold
This payment is an advance for a warehouse. The warehouse was acquired to be sold.

k) Goodwill
Goodwill is in respect to a printing business which is a cash-generating unit. The unit is
tested for impairment at each year end.

L) Leases

Finance leases, which transferto the Group substantially all the risks and rewards incidental
to ownership of the leased item, are capitalized at the inception of the lease at the fair value
of the property or, if lower, at the present value of the minimum lease payments. lease
payments are apportioned between the finance charges and reduction of the lease liability so
as to achieve a constant rate of interest on the remaining balance of the liability. Finance
charges are reflected in profit or loss.

Leasehold land is presented separately on the face of the balance sheet and is stated at cost
less accumulated amortization. The costs are amortized over the period of the leases.

m) Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

(i) Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from
profit reported in the profit and loss account because of items of income or expense that are
taxable or deductible in other years and items that are never taxable or deductible. The
Bank's liability for current tax is calculated using tax rates thathave been enacted or
substantively enacted by the end of the reporting period.

(ii) Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets
and liabilities in the financial statements and the corresponding tax bases used inthe
computation of taxable profit. Deferred tax liabilities are generally recognized for all taxable
temporary differences. Deferred tax assets are generally recognized for all deductible
temporary differences to the extent that it is probable that taxable profits will be available
against which those deductible temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the assets to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the period in which the liability is settled or the asset realized, based on tax rates and tax
legislation that have been enacted or substantially enacted by the end of the reporting period.
The measurement of deferred tax assets and liabilities reflects the tax consequences
that would follow from the manner in which the Enterprise, as at the end of the reporting
period, expects to recover or settle the carrying amount of these assets and liabilities.
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COMMERCIAL BANK OF ETHIOPIA

OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued]

SIGNIFICANT ACCOUNTING POLICIES (continued)

n) Distribution of profits

The net profit of the Bank is distributed in accordance with Distribution of Profits of Public
Enterprises Council of Ministers Regulation No. 107/2004.

o) Leave accrual

Employees’ entitlements to annual leave are recognized when they accrue to employees. A
provision is made for the estimated liability for annual leave at the reporting date.

p) Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash t_aquivalen_ts inclgde cash on
hand and in banks and short term, highly liquid investments with maturity periods of three

months or less.
g) Translation of foreign currencies

Transactions in foreign currencies during the year are t.ranslated into Ethiopian Birr at the
exchange rate ruling at the date of the transaction. Foreign currency monetary assets and
liabilities are translated at exchange rates ruling at the balance sheet date. Resultant
exchange differences are recognized in profit or loss for the year. Non-monetary asset.s and
liabilities denominated in foreign currency are recorded at the exchange rate ruling at

the date of the transaction.

r] Trust funds

The Bank and its subsidiaries act as trustees and in other fiduciary capacities that result in
the holding or placing of assets on behalf of individuals, trusts, retirement benefit plans and
other institutions. Assets held in trust are not included in the consolidated balance sheet.
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

2014
Ethiopian Birr

2014
Ethiopian Birr

8 TAXATION _ o

4 INTEREST INCOME

A Al i Profit and loss account - Income tax expense
6'616'249'482 = B l LCurrent taxation based on the adjusted profit for the year at 30"/
4714335'92? 1 4 ~ Deferred tax n respect of the current year

I = 903 3 ~ Credit to profit or loss .
1845704 - Charge to profit or loss

3,072,266,036

Loans and advances
Corporate bonds

Coupon bonds

Placements with other banks
Government bonds

T - 3,059,313,218

~ (b) Tax expense computation -

| Net profit before taxation

Add: Disallowed expenses
Provision for doubtful debts
Depreciation

5 INTEREST EXPENSE 9.949,012,548

Custormers’ deposits
Deposits from other banks

ouhers Amortization
Entertainment and donations
[ NON INTEREST INCOME ¥ Customs valuation
Demurrage
Commission Penalty

2'?70'327’&2*8 Losses related to subsidiaries

Service and transaction fees 1,083,891,941
Collection from provision held ~ 8,350,857
Write back of creditors’ accounts 9,742,226
Rental income 17,%327 i ALE:vei;z;:;nnses
Gain on disposal of property, plant and equipment 6,924,904 Amportizaticn
Dividend income 1,309,139
Other income 544,582,135
4,643,086,557

Less: Income not to be included in taxable profit
Income taxed at source or exempt
__Gain on disposal of property, plant and equipment
Bad debts recovered

7 NON INTEREST EXPENSES

Salaries and employee benefits 2 578 186, 630 —

Depreciation
Office rent

[234'41.3.,:106]

72 ?30 132

Advertising and publicity . 10,305,5&3&,097
Stationery and office supplies 108,843,538 Ixatieproft ;
Electronic data processing 57,241,697 3 3,091,663,829
Postage and telephone 67;861_,633_. ‘Enf?:::ift?nxcitmaft/;x at 20% - (19,417,793]
Repairs and maintenance 35,426,811 | " Current tax payable 3,072,246,036
Service charges 111 028,786 i Deferred tax (12,932,818)
Travel 34,798,458  me——— 3,059,313,218
Insurance - 29,731,164 £
B Motor vehicle running ) ) 20,635,496
) Water and electricity 14,968,619
_ Legal and consultancy fees . 17453673
 Land and building taxes 1,384,677
. Auditfees o 1995903
Board fees B 381,490
_Loan and advance written off _ 846125
Other expenses B 285,151,045
S 3,872,161,609
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

8 TAXATION[Continued]

2014
Ethiopian Birr

_[c) Reconciliation of tax expense to the expected tax

based on accounting profit

Net profit before taxation

9.949,012,548

Tax at the applicable rate of 30%

2,984,703,764

Tax effect of expenses not deductible for tax purposes

261:171.7562

Tax effect of allowed expenses

(73,887,755)

Tax effect of unused tax losses not recognized as deferred tax assets

Tax effect of income taxed at source or exempt

(70,323,932)

Tax effect of income taxed at a different rate

(19,417,793)

Current tax payable

3,072,246,036

Deferred tax

[12,932,818)

Tax expense

3,059,313,218

(d) Balance sheet - Tax payable

At the beginning of the year

2,702,027,511

Paid during the year

(2,720,284,646)

Current year tax pavable

3,072,246,036

le) Current tax rate

The current tax rate in Ethiopia is 30%:; in South Sudan 20%.

(f) Tax assessments and audits

No comprehensive audit by the tax authority has been performed.
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

2014

Ethiopian Birr

9 CASH o
_Cash on hand o
- Cash reserve with National Bank of Ethiopia
Payment and settlement account
with National Bank of Ethiopia
- with Central Bank of South Sudan
The cash reserve is non-interest earning and is based on the value of deposits as adjusted for
National Bank of Ethiopia requirements. At 30 June 2015, the cash reserve requirement was
5% (2014-5%) of the eligible deposits. These funds are not available to finance the Bank’s
day-to-day operations.
The special deposit account bears interest at the rate of 3% per annum and matures in March
2016.
10 GOVERNMENT SECURITIES
Government bonds bearing interest at 2% and 5% per annum and interest free bonds
| 2014
Ethiopian Birr
| On demand -
| Maturing within 90 days 388,970,446
Maturing after 90 days and within one year 5,810,247
Maturing after ane year 1,240,760,455
I 1,635,541,148
Interest free 950,621,033
Bearing interest at the rate of 2% 387,811,406
Bearing interest at the rate of 5% 297,108,709
1,635,541,148
11 COUPON BONDS

Non-negotiable unsecured bonds, bearing interest at the rate of 6% per annum, and
repayable over a period of 10 years from date of issue.

2014
Ethiopian Birr

5,905,162,309
11,831,922,565
17,737,084,874

Maturing within one year
Maturing after cne year
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

12 CORPORATE BONDS

Ethiopian Electric Power

Bonds bearing interest at the savings deposit
rate plus 1% per annum and repayable in fourteen
semi-annual instalments starting August 2016.

2014
Ethiopian Birr

65,200,000,000

Ethiopian Electric Utility

Bonds bearing interest at the savings deposit
rate plus 1% per annum and repayable in fourteen
semi-annual instalments starting August 2016.

- 21,900,000,000

Ethiopian Railway Corporation
Bonds bearing interest at the savings deposit
rate plus 1% per annum and repayable in fourteen

5,300,000,000

semi annual instalments starting November 2016.

92,400,000,000

13 PLACEMENTS WITH OTHER BANKS

Due within 20 days

2014
Ethiopian Birr

4,691,721,526

Due over 90 days

12,552,316,087

17,244,037,613
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

14 LOANS AND ADVANCES TO CUSTOMERS _

2014
Ethiopian Birr

Term and merchandise loans

Overdrafts

Advances on import and export bills

Less: Provision for impairment losses

Repayable
on demand

within one year

within one to five years

within periods exceeding five years

The movements in the provision for impairment losses

Balance at 30 June 2014

Written off during the year

Additional provision made during the year

Loans and advances by borrowers

Manufacturing

Foreign trade

Agriculture

Domestic trade and services

4,659,485 854

Consumer

5,819,063,387

Building and construction

4,455,862,185

Interest free banking

89,277,040,387
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

?ropo;tio}r}l :
15 OTHER INVESTMENTS ?ntcg)evr\fengtrgnldp ek
| ) B i Voting power
Sudanese consortium
(SSP 5,000,000) 12.20 33,176,007
Ethswitch Share Company
- (11,370 shares of Birr 1,000 each) 6.25 5,030,000
African Export Import Bank :
(245 shares of USD 10,000 each] 0.08 4,245,531
SW.ILET. SCRL ;
(12 shares of EURQ 125 each) 0.23 244114
Gelately Hankey and Company
(8,625 shares of Birr 10 each] 6.82 85,937
42,781,589

16 DEFFERED TAX ASSET

Deferred tax is calculated on all temporary differences under the liability method using the enacted
rate, currently at 30%. The deferred tax asset at year end is attributable to the difference between the
tax basis of property, plant and equipment and their carrying value for financial reporting purposes.

Movement on the deferred tax account is as follows

At 30 June 2014 - liability
Transfer to deferred tax liability

Credit to profit or loss
At 30 June 2015

2014
17 OTHER ASSETS Ethiopian Birr

Interest receivable 3,232,781,248

Ministry of Finance and Fconomic Development 1,206,841,999

Prepaid office rent
Foreign receivables
Purchases in progress

504,448,521
1,244,148,406

Stationery and other supplies 526,020,243

IT expansion project 151,165,565
Acquired properties 153,350,417
Other receivables 281,366,034

7,300,122,433

Less: Provision for doubtful debts

204,933,949

7,095,188,484
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

Transfer §
Additions Disposals
ETB ETB

Balance at
30 June 2014
ETB

18 PROPERTY AND EQUIPMENT

COoSsT — e : e
0 Buildings 453,313,262 44,756,873 55,002,532 |
Computers and software 572,687,322 182,524,702 (727,107}

Fixtures, fittings and equipment 644,362,360 404,334,206 8.627.8‘151_":
Motor vehicles 454,181,777 106,642,137 [7'1?7'692‘.],'
Work in progress _ 585,040,271 263,937,649  (65,994,990)

2,709,584,992 1,002,195,567 (10,289,396)

DEPRECIATION 1 |
Buildings 216,846,319 25,634,428 (211,455)
Computers and software - 249,556,778 129.900.49_9 [_27,‘]82}

| Fixtures, fittings and_equipment 266,793,966 144,138,243 (222,673]

305,197,048 73,987,674  (7,111,149)
1,038,394,111 373,660,844  (7,572,459)

Motor vehicles

NET BOOK VALUE 1,671,190,881

2014

19 INTANGIBLE ASSETS Ethiopian Birr

COosT

Core Banking Software

Card Banking Software

Infrastructure and IT Security Software
Smart Banking Software

AMORTIZATION
Balance at 30 June 2014
For the year

| 20 LEASEHOLD LAND

COST
Balance at 30 June 2014

AMORTIZATION
Balance at 30 June 2014
For the year

NET BOOK VALUE

The Group has leased land in Addis Ababa for 50 and 60 years. A leasehold right may be.transferred
or used as collateral or capital contribution to the extent of the lease amount already paid.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued) | NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

21 CUSTOMERS' DEPOSITS Ethiozpoi;f; i =
' 24 OTHER LIABILITIES i

7ngaﬁl§ on demand
Local and Central Government

National Bank of Ethiopia

39,122,287,673

Private sector and retail customers / 36,253,764,930 | : '
: : . T B : L Margin accounts and deposits for guarantees
P / T
ublic enterprises and agencies . ! 10226.723.397.813 CPQ’s, telegraphic transfers and money transfers
L 099,450,416 Inter-branch clearing

Savings deposits
Private sector and retail customers

|
|
| Blocked accounts o -
|

78,981,408,363 Accrued leave pay

Public enterprises and agencies = 212872402 ‘ Other taxes
[ Term deposits 815132 980,475 i ~ Unearned income B
Public enterprises and agencies 8,924,472,428 - — DE."nS'?ln ol o -
Private sector and retail customers 746,571,040 ‘ Iscetlaneols
Local Government 7 ‘
9,671,043,468
Interest Free Banking [w 25 CAPITAL
All sectors . |
191,132,676 The Bank is wholly owned by the Government of the Federal Democratic Republic of Ethiopia.
193,155,607,035 y y P P
B There are no shares and no par value.
22 DIVIDEND
| 26 LEGAL RESERVE
Balance at 30 June 2013 4 364 476 873 ‘ The legal reserve is a statutory reserve to which not less than 25% of the net profit shall be
Current appropriation h 5'013'376l954 ‘ transferred each year until such reserve equals the capital of the Bank and thereafter 10% of
B 9.377.803.827 ; the net profit shall be transferred each year. :
27 RETAINED EARNINGS
23 DEFERRED TAX LIABILITY |
, ‘ The balance of retained earnings represents the amount available for distribution to the
Deferred tax is calculated on all temporary differences under the liability method using the | shareholder of the Bank.
epacted rate, currently at 30%. The deferred tax liability at year end is attributable to the '
dlffer_ence between the tax basis of property, plant and equipment and goodwill, and their | 28 FOREIGN CURRENCY TRANSLATION RESERVE
carrying values for financial reporting purposes.
Movement on the deferred tax account is as follows Exchange differences relating to the translation of the results and net assets of the Group's
foreign operation from its functional currency to the Group's presentation currency are
. recognized directly in other comprehensive income and accumulated in the foreign currency
At 30 June 2014 18,556,448 translation reserve. The reserve is reclassified to profit or loss on the disposal of the foreign
Adjustment to 2014 - B - operation.
R . 18,556,448
Ivansivein deterrad ik s = i} : 29 OFF BALANCE SHEET CONTINGENCIES AND COMMITMENTS
- . : : . 18,556,448 ‘
— Charge [credit) to profit or loss , (12,932,818 | In the ordinary course of business, the Group conducts business involving guarantees,
5,623,630 ' acceptances and performance bonds. These facilities are offset by corresponding obligations
of third parties. At the year end the contingencies were as follows
2014
Ethiopian Birr
Letters of credit and acceptances 2,999.381,618
Guarantees and performance bonds 650,335,701
3,649,717,319
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Nature of contingent liabilities

Letters of credit commit the Bank to make payment to third parties, on production of
documents, which are subsequently reimbursed by the customers.

Anacceptance is an undertaking by a bank to pay a bill of exchange drawn on a customer. The

Bank expects most acceptances to be presented and reimbursement by the customer is
almost immediate.

Guarantees are generally written by a bank to support the performance by a customer to third
parties. The Bank will only be required to meet these obligations in the event of the
customers default.

30 TRUST FUNDS

Assets held in trust by the Bank and its subsidiaries are as follow

2014

Ethiopian Birr

Cash held on behalf of National Bank of Ethiopia

~ 28,0224,835,911
Trust Funds

33,903,815

The Bank provides custodial services to the National Bank of Ethiopia at various branches
across the country. The Bank and its subsidiaries are involved in trust activities in which they
hold and invest assets on behalf of various institutions, donor-sponsored projects and
pension funds.

31 RELATED PARTY TRANSACTIONS
A party is related to an entity if, inter alia,
(i] directly, or indirectly through one or more intermediaries. the party

a) controls, is controlled by, or is under common control with, the entity (this includes parents,
subsidiaries and fellow subsidiaries):

b has an interest in the entity that gives it significant influence over the entity; or

c) has joint control over the entity;
Related parties do not include the government, government departments or agencies.

Included in loans and advances is a total of Birr 1,461,863,762 (2014 - Birr 941,837,689)

advanced to employees. Included in this figure are loans to employees amounting to Birr
340,731,906 that do not bear interest.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

32. MATURITIES OF ASSETS AND LIABILITIES - LIQUIDITY RISK

Assets and liabilities are analysed below into relevant maturity groupings based on the remaining period at 30 June 2015 to the contractual maturity date.

ETB’000,000

Assets

Cash and bank balances
Government securities

Placements with other banks

Loans and advances to customers
Investment in associates
Other investments

Other assets

Property, plant and equipment

Intangible assets and goodwill

Leasehold land
Total assets

Liabilities

Deposits due to other banks

Customers’ deposits

Current tax liabilities

Other liabilities

Total liabilities

Net liquidity gap as at 30 June 2015
Net liguidity gap as at 30 June 2014

®
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued]

35

RISK MANAGEMENT DISCLOSURES

This section provides details of the Group’s exposure to risk and describes the methods
used by management to control risk. The most important types of financial risks to which
the Group is exposed are credit risk, liquidity risk and market risk. Market risk includes
currency risk and interest rate risk.

A

Risks

i] Credit risk

The Group's credit exposure at the balance sheet date from financial instruments
held or issued for trading purposes is represented by the fair value of instruments
with a positive fair value at that date, as recorded on the balance sheet.

The risk that counter-parties to trading instruments might default on their obligations
Is monitored on an ongoing basis. In monitoring credit risk exposure, consideration
Is given to trading instruments with a positive fair value and to the volatility of the fair
value of trading instruments.

To manage the level of credit risk, the Group deals with counter-parties of good credit
standing, enters into master agreements whenever possible, and, when appropriate,
obtains collateral.

The Group also monitors concentrations of credit risk by industry and type of customer
in relation to the Group loans and advances to customers by carrying a balanced
portfolio. The Group has a significant exposure to individual customers or counterparties.

i) Liquidity risk

Liquidity risk arises in the general funding of the Group's activities and in the
management of positions. It includes both the risk of being unable to fund assets at
appropriate maturities and rates and the risk of being unable to liguidate an asset at
a reasonable price and in an appropriate time frame.

The Group has access to a diverse funding base. Funds are raised mainly from
deposits and capital. This enhances funding flexibility, limits dependence on any one
source of funds and generally lowers the cost of funds. The Group strives to maintain
a balance between continuity of funding and flexibility through the use of liabilities
with a range of maturities. The Group continually assesses liquidity risk by identifying
and monitoring changes in funding required to meet business goals and targets set
in terms of the overall Bank strategy.

In addition the Group holds a portfolio of liquid assets as part of its liquidity risk
management strategy.

46 Commercial Bank of Ethiopia

COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

35 RISK MANAGEMENT DISCLOSURES (Continued)

B)

iii] Market risk

Interest rate risk

The Group's operations are subject to the risk of interest rate fluctuations to the extent
that interest earning assets and interest bearing liabilities mature or reprice at different
times or in differing amounts. Risk management activities are aimed at optimizing net
interest income, given market interest rates levels consistent with the Group's business
strategies. The Group does not have any significant interest rate risk exposures.

Currency risk

The Group is exposed to currency risk through transactions in foreign currencies. The
Group's transactional exposures give rise to foreign currency gains and losses that are
recognized in profit or loss. In respect of monetary assets and liabilities in foreign
currencies, the Group ensures that its net exposure is kept to an acceptable level by
buying and selling foreign currencies at spot rates when considered appropriate.

Risk measurement and control

Interest rate, currency, credit, liquidity and other risks are actively managed by an
independent risk control group to ensure compliance with the Group's risk limits.
The Group's risk limits are assessed regularly to ensure their appropriateness given
the Group's objectives and strategies and current market conditions. A variety of
techniques are used by the Group in measuring the risks inherent in its trading and
non-trading positions.
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COMMERCIAL BANK OF ETHIOPIA
BANK PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2015

INTEREST INCOME

2014
Ethiopian Birr

INTEREST EXPENSE

11,996,587,964

(3,436,204,364)

NET INTEREST INCOME

8,560,383,598

IMPAIRMENT LOSSES ON

(537,756,765)

NET INTEREST AFTER IMPAIRMENT LOSSES

8,022,626.833

GAIN ON FOREIGN CURRENCY TRANSACTIONS

1,046,019,910

NON INTEREST INCOME

NON INTEREST EXPENSES

4,152,808,278

(3,535,400,187)

PROFIT BEFORE TAX

1,663,428,001

Income tax expense

9,686,054,834

(3,001,552,230]

PROFIT FOR THE YEAR

6,684,502,604
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| £

COMMERCIAL BANK OF ETHIOPIA
BANK BALANCE SHEET
AS AT 30 JUNE 2015

Notes

ASSETS

Cash

| Government securities

Coupon bonds

Corporate bonds

Placements with other banks

Loans to other financial Institutions

Loans and advances to customers

Other advances

[nvestments in subsidiaries

Other investments

Deferred Tax assets

Other assets

Intangible assets

Property, plant and equipment

Leasehold land

LIABILITIES

Deposits due to other banks

Customers’ deposits

Current tax Liabilities

4

Dividend

Finance lease obligations

Other liabilities

Deferred tax liability

NET ASSETS

CAPITAL AND RESERVES

Capital

Legal reserve

2014
Ethiopian Birr
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COMMERCIAL BANK OF ETHIOPIA
BANK STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2015

= —

Balance at 30 June 2013

Profit for the year

Transfer to legal reserve

Dividend

Balance at 30 June 2014

Profit for the year

Transfer to legal reserve

Dividend

Balance at 30 June 2015

50
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Total
Equity
Ethiopian Birr

{

EOMMERCIAL BANK OF ETHIOPIA
BANK STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2015

CASH FLOWS FROM OPERATING ACTIVITIES

Profit for the year

Adjustments for

Income tax expense recognized in profit or loss

Investment income recognized in profit or loss

Impairment of loans and advances

Depreciation and amartization of non-current assets

Gain on disposal of property, plant and equipment

Creditors' accounts written off in profit or loss

Movements in working capital

Increase in coupon bonds

Increase in corporate bonds

Increase in loans and advances

(Increase) Decrease in other assets

Increase in cash reserve with National Bank

Increase in customers’ deposits

Increase in other liabilities

Cash used in operations

Income taxes paid

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Investment income received

Payments for property, plant and equipment

Proceeds from disposal of property, plant and equipment

Proceeds from redemption of government securities

Payments for deferred expenditure

Payment for investment

Payment for leasehold land

Reduction in (Payment for] guarantee deposit

Net cash generated from (used in) investing activities

Decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Cash and cash equivalents comprise

Cashinhand .

—_Balances with National Bank of Ethiopia

 Placements [due to) with other banks

Government Securities ) .

Deposits due to other banks

2014
Ethiopian Birr
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE BANK'S FINANCIAL STATEMENTS

36 INTEREST INCOME

Loans and advances

Corporate bonds

Reference is made to the notes to the consolidated financial statements unless otherwise stated.

2014
Ethiopian Birr

6,616,249,482

4,714,335,929

Coupon bonds

| Placements with other banks

451,251,903

i Government bonds

184,323,160

30,427,490

11,996,587,964

37 INTEREST EXPENSE

Customers’ deposits

Deposits from other banks

3,396,449,606

Others

4,562,706

35,192,054

3,436,204,366

i 38 NON INTEREST INCOME

Commission

o 2788,927,113

Service and transaction fees

Collection from provision held

1,065,669,607

Write back of creditors' accounts

8,360,857

Rental income

9,742,226

Gain on disposal of property, plant and equipment

17,948,327

Dividend income

6,924,904

Other income

1,309,139

253,926,105

4,152,808,278

39 NON INTEREST EXPENSES

Salaries and employee benefits

Depreciation

Office rent

246,481,085

170,897,966

Advertising and publicity

Stationery and office supplies

72,026,081

Electronic data processing

105,614,886

Postage and telephone

56,455,998

Repairs and maintenance

67,657,834

Travel

34,912,190

Service charges

32,696,059

Insurance

28,534,998

Motor vehicle running

27,087,030

Water and electricity

19,010,511

Legal and consultancy fees

14,530,553

17,316,379

Land and building taxes

Audit fee

1,384,677

Board fees

460,000

289,250

Loans and advances written off

Miscellaneous

286,536

234,570,176

3,535,400,187
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE BANK'S FINANCIAL STATEMENTS (continued)

40 TAXATION

_(a] Profit and loss account - Income tax expense
Current taxation based on the adjusted profit for the year at 30%

Deferred tax in respect of the current year

(b) Tax expense computation

Net profit before taxation

Add: Disallowed expenses

Provision for doubtful debts write off

Depreciation

Amortization

Entertainment and donations

Less: Allowed expenses

Depreciation

Amortization

Less: Income not Lo be included in taxable profit

Income taxed at source or exempt

Bad debt recovered

Gain on disposal of property, plant and equipment

Taxable profit

Current tax payable - Income tax at 30%

Deferred tax

Tax expense

(c] Reconciliation of tax expense to the expected tax based on
accounting profit

Net profit before taxation

Tax at the applicable rate of 30%

Tax effect of expenses not deductible for tax purposes
Tax effect of allowed expenses

Tax effect of income taxed at source or exempt
Current tax payable

Deferred tax

Tax expense
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE BANK'S FINANCIAL STATEMENTS (continued)

2014
40 TAXATION (Continued) Ethiopian Birr

_EEI] Balance sheet - Tax payable

2,687,362,738
(2,687,362,738)

3,014,760,482
3,014,760,482

At the beginning of the year
Paid during the year
Current year tax payable

o (e) Current tax rate

The current tax rate is 30%.

| (f) Tax assessments and audits

No audit by the tax authority has been conducted.

1 2014
| 41 CASH Ethiopian Birr

il Cash on hand 86|  3,066,126,703|
| Cash reserve with National Bank of Ethiopia ) 9.918,379,900
| Payrment and settlement account with National Bank of Fthiopia 1,092,123,685
| 14,076,630,288

| The cash reserve is non-interest earning and is based on the value of deposits as adjusted for
National Bank of Ethiopia requirements. The cash reserve requirement is 5% of the eligible
deposits. These funds are not available to finance the Bank's day-to-day operations.

2014

42 GOVERNMENT SECURITIES Ethicalon Birr

115,208,582
272,207,350

On demand

Maturing within 90 days

Maturing after 90 days and within one year
Maturing after one year

1,240,260 455
1,627,676,387

Government bonds bearing interest at 2% and 5% per annum and interest free bonds

43 COUPON BONDS Ethiozp[:;ﬁ Birr

Maturing after 90 days and within one year 5,905,162,309
Maturing after one year 11,831,922,565
17,737,084,874

Non-negotiable unsecured bonds, bearing interest at the rate of 6% per annum, and repayable
over a period of 10 years from date of issue.
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE BANK'S FINANCIAL STATEMENTS (continued]

201
44 CORPORATE BONDS Ethiopiaﬁ Birr

Ethiopian Electric Power

Ethiopian Electric Utility

Ethiopian Railway Corporation

45 PLACEMENTS WITH OTHER BANKS

Due within 90 days

Due over 90 days

46 LOANS AND ADVANCES TO CUSTOMERS

Term and merchandise loans
Advances on import and export bills

Overdrafts

Less: Provision for impairment losses

Repayable

on demand

within one year

within one to five years

within periods exceeding five years

47 INVESTMENTS IN SUBSIDIARIES

Commercial Nominees PLC

(25,992 shares at Birr 1,000 each) (93.4% participation]

Additional contribution awaiting share allotment

Commercial Bank of Ethiopia, South Sudan Limited (100% ownership)

These investments are stated at cost.

48 OTHER INVESTMENTS

Ethswitch SC (11,370 shares at Birr 1,000 each)

African Export Import Bank (245 shares of USD 10,000 each]

S.W.I.F.T. SCRL (12 shares of EURO 125 each]

Gelately Hankey and Company (8,625 shares of Birr 10 each]

49 DEFERRED TAX ASSET / LIABILITY

Difference in the tax base of property, plant and equipment and their value for
accounting purposes.
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COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE BANK’S FINANCIAL STATEMENTS (continued)

COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE BANK'S FINANCIAL STATEMENTS (continued]

2014

2014 Ethiopian Birr

50 OTHER ASSETS 53 CUSTOMERS' DEPOSITS

Ethiopian Birr

3,236,622,245
1,206,841,999

444,564,440
1,244,148,406

Vrl_n‘@_rgs‘rt[gceivable -
Ministry of Finance and Economic Development
Prepaid office rent
Foreign receivables

Purchases in progress

Payable on demand

Local and Central Government
Private sector and retail customers
Public enterprises and agencies

412,507,695

Stationery and other supplies Savings deposits g
IT expansion project 151,165,565 Private sector and retail customers 78,802,498,176
Acquired properties 153,350,417 B Public enterprises and agencies 2212572‘[12
Other receivables 223,397,704 | 81,015,070,288
7,072,578,471 Term deposits :
Less: Provision for doubtful debts 204,933,950 5 Public enterprises and agencies
6,867,644,521 | Private sector and retail customers

Interest-free banking
All Sectors

2014 i

51 INTANGIBLE ASSETS Ethiopian Birr

cosT i
Core Banking Software 111,342,473
Card Banking Software 16,862,606 '
Infrastructure and IT 32,658,062
Smart Banking Software 3195582 |
164,058,723 - 54 OTHER LIABILITIES
AMORTIZATION \
Balance at 30 June 2014 36,462,183 \
For the year 40,025,484 \ National Bank of Ethiopia
76,487,667 | Margin accounts and deposits for  guarantees
87,571,056 i CPO's, telegraphic transfers and money  transfers

Inter-branch clearing
Blocked accounts
Accrued leave pay
Other taxes
Unearned income
Pension contributions
Miscellaneous

52 PROPERTY AND EQUIPMENT 30 June 2014 ETB Disposatls

ETB ETB

Balance at Additions Transfers 1

COST
Buildings

368,537,735 3,813,741 55,002,532

56 Commercial Bank of Ethiopia

Computers and software 567,541,307 180,780,772 (16,227)
Fixtures, fittings and equipment 607,718,243 383,933,403 10,518,135
Motor vehicles 434,972,169 103,104,240 (6,796,499) 5
Work in progress 585,121,631 263,937,649  (65,994,990) '
2,563,891,085 935,569,805  (7,287,049) |
DEPRECIATION |
Buildings 206,542,993 14,455,637 (211,455) |
Computers and software 247,776,639 129,165,760 (16,226) |
Fixtures, fittings and equipment 259,647,875 134,423,733 (32,130) |
Motor vehicles 299,116,801 69,446,134 (6,796,461)
1,013,084,308 347,491,264 (7,056,272)
NET BOOK 1,550,806,777
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