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 STATEMENT

Dear Esteemed Shareholders and 
Stakeholders,

On behalf of the Board of Directors, I am 
pleased to present Zemen Bank’s Annual 
Report and audited financial statements for 
the fiscal year ended 30 June 2026. The year 
was one of strong performance and mean-
ingful progress for the Bank, reflecting the 
resilience of our business model and the 
commitment of our people.

-
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 STATEMENT

 

A Year of Historic Achievement

Esteemed Shareholders, as we reflect on 
the 2024/2025 fiscal year, we can attest 
that it was a period of extraordinary 
achievement. 

We have not just navigated a landscape of 
profound transformation; we have surged 
through it, demonstrating a fundamental 
strength and a capacity for greatness that 
sets us apart.

The financial sector in which we operate is 
undergoing a profound and necessary 
transformation, driven by regulatory 
reforms and a push for greater market 
transparency.

This change is not a challenge to be over-
come but a new tide of opportunity that 
we are poised to conquer. The govern-
ment's ongoing reform of the foreign 
exchange regime is a critical step towards 
business and economic stability, and 
Zemen Bank is ready to lead this new chap-
ter of operations.

Furthermore, Ethiopia's efforts to modern-
ize the financial sector, including the intro-
duction of securities trading, signals that 
the entire financial system is in flux. This 
environment demands not just adaptation 
but leadership. It requires the foresight to 
anticipate change, the agility to respond to 
it, and the collaboration to thrive in it. 
Zemen Bank has not just survived in this 
transformative context; it has grown 
because of it.

Our Role in National Progress

Ethiopia is a growing economy with a 
grand purpose and a clear trajectory to 
become a middle-income country. The 
financial sector is the engine that propels 
this journey, playing a vital role in mobiliz-
ing domestic savings and directing them 
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We reaffirm Zemen Bank’s vision of deliver-
ing sustainable value through innovative, 
customer-centric banking services while 
contributing to Ethiopia’s economic devel-
opment and upholding the highest stan-
dards of governance, prudence and excel-
lence.

The global operating environment remained 
difficult, shaped by geopolitical tension, 
disruption to trade and persistent inflation-
ary pressure. Ethiopia’s economy neverthe-
less remained resilient, with real GDP growth 
estimated at 10.2 percent, supported by 
stronger exports and increased foreign 
direct investment. The launch of the Ethiopi-
an Securities Exchange and the new Banking 
Business Proclamation permitting foreign 
bank entry are also changing the structure of 
the financial sector and will influence how 
banks compete and grow in the years ahead. 
In this environment, Zemen Bank delivered 
its strongest financial performance to date. 
Total assets grew by 31.9 percent to Birr 
116.5 billion, while net loans rose 24.6 
percent to Birr 51.7 billion. This growth was 
achieved without weakening asset quality: 
the non-performing loan ratio remained 
contained at 2.48 percent, within both regu-
latory and internal limits.

The expansion of the Bank’s business was 
reflected in its profitability. Gross profit 
before provisions and depreciation 

increased by 9.7 percent to Birr 9.97 billion, 
while net profit reached a record Birr 6.75 
billion, representing year-on-year growth of 
15 percent.

Shareholder returns remained strong, with 
earnings per share at 53.9 percent, Return 
on Average Assets at 6.6 percent and Return 
on Average Equity at 37.8 percent. The Bank 
also closed the year with a sound capital 
position. Total capital reached Birr 25.9 
billion, including paid-up capital of Birr 
14.29 billion, and the Capital Adequacy 
Ratio stood at 40 percent, compared with 
the regulatory minimum of 8 percent.

The launch of our Interest-Free Banking 
operations was another important develop-
ment during the year. After establishing a 
dedicated business unit, developing the 
Z-Qamar brand and appointing an indepen-
dent Shari’ah Advisory Board, the Bank 
received its Interest-Free Banking licence 
from the National Bank of Ethiopia, effective 
13 January 2026. This has enabled Zemen 
Bank to serve a wider group of customers 
and respond to the growing demand for 
Shari’ah-compliant financial services.

We also continued to invest in digital bank-
ing and information security. The Bank 
achieved ISO/IEC 27001:2022 certification, 
expanded its network to 385 ATMs and 
1,500 point-of-sale terminals, and contin-
ued to improve doorstep banking and 
onsite payroll services for corporate clients. 
These investments are making our services 
more accessible while strengthening the 
controls that protect customer information.
Sustainability continues to guide our 

long-term decisions. In partnership with the 
European Investment Bank, we completed a 
technical assistance programme on 
green-financing systems for the Board and 
our credit, risk, audit and ESG teams. The 
partnership has now moved into implemen-
tation through an equal co-financing 
arrangement for a dedicated credit line 
supporting green small and medium-sized 
agribusinesses. This facility will help finance 
more sustainable and climate-resilient agri-
cultural activity.

Corporate governance and social respon-
sibility: Our commitment to sound gover-
nance and ethical conduct remains firm. The 
Board, working through its committees for 
Audit, Risk and Compliance, Nomination 
and Remuneration, Credit, Information 
Technology and Strategy and Corporate 
Development, maintained close oversight 
of financial reporting, risk management and 
the execution of the Bank’s strategy. We also 
strengthened the Board’s understanding of 
sustainability matters through focused 
training during the year.

The Bank contributed Birr 33.8 million to 
corporate social responsibility initiatives 
during the year. In addition to financial and 
in-kind support, our employees participat-
ed in a blood donation drive and the plant-
ing of 6,000 seedlings. The Bank also deliv-
ered financial literacy training to students at 
four secondary schools and one elementary 
school.

The Board has begun preparing for the next 
strategic planning cycle, covering 2027/28 
to 2031/32, drawing on the comprehensive 

review completed during the year. The new 
strategy will build on the progress of the 
current period while responding to chang-
es in regulation, technology, competition 
and the wider economy.

Our employees remain central to the Bank’s 
performance, and we continued to invest in 
their development. Zemen Bank main-
tained the highest workforce productivity 
in the Ethiopian banking industry, at more 
than twice the level of its nearest competi-
tor, reflecting careful workforce planning 
and a strong performance culture.

During the year, we welcomed 140 new 
employees, including 29 fresh graduates, 
bringing our permanent workforce to 1,893. 
We recorded 7,770 employee participations 
across technical, behavioral and leadership 
development programmes, including 
repeat attendance, and provided 800 
employees with access to LinkedIn Learn-
ing. Critical staff retention remained high at 
97.43 percent, while overall employee turn-
over was 3.53 percent.

I warmly thank our valued owner-share-
holders for their continued confidence and 
active collaboration. Your trust and partner-
ship remain the foundation of Zemen 
Bank’s progress. I also express deep appreci-
ation to the National Bank of Ethiopia for its 
guidance, the federal and regional govern-
ment offices, our customers for the trust 
they place in us, our partners and suppliers 
for their reliability, the Board of Directors for 
its strategic oversight, and management 
and employees for the discipline and com-
mitment behind this year’s performance.

 The Bank enters the coming period from a 
position of real strength. With solid capital, 
strong profitability, expanding digital capa-
bility and a clear strategic direction, we look 
to the future with confidence and hope. We 
remain fully committed to protecting the 
progress we have made and to continuing 
Zemen Bank’s steady growth — delivering 
sustainable value to our shareholders, 
excellent service to our customers, and a 
lasting positive contribution to Ethiopia’s 
economy.
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towards productive investments that fuel 
entrepreneurship and innovation. Our role 
is to be a critical partner in this national 
development, supporting the agricultural, 
manufacturing, and other sectors that 
form the backbone of our economy. 
Zemen Bank's commitment goes beyond 
mere compliance; we are a stable and 
modern institution facilitating capital flow 
and providing the financial solutions our 
country's businesses need to grow.

A Year of Historic Performance

Dear Shareholders,

This year, your Bank has achieved a gross 
income of Birr 14.4 billion and a net profit 
of Birr 5.87 billion delivering one of the 
most remarkable profit margins in its histo-
ry. This growth is not an accident; it is a 
direct result of a strategy where every detail 
was carefully considered. We have made 
significant progress in strengthening our 
governance and risk management frame-
works, ensuring that our foundation is 
built on absolute integrity and trustworthi-
ness. Our strong stance on governance and 
risk mitigation has enabled us to be a 
reliable and trustworthy partner for our 
customers and investors.

But let me be clear: this profit is not our 
destination. It is our foundation. It is the 
floor upon which we will build higher 
levels of success. In our 2025/26 plan, we 
have set our sights on surpassing this 
achievement, pushing ourselves further, 
and increasing the value of your invest-
ment.

Building a Legacy for the Future

Beyond profits, we are also addressing one 
of the most critical measures of banking 
strength: non-performing loans, which 
now stands at Birr 1.19 billion. We are 
working tirelessly to reduce them, not only 
by collecting but by partnering with our 
customers, supporting them, and often 
delivering our services right at their door-
steps. This is what makes us more than a 
bank; it makes us a trusted partner in 
growth.

Our proactive approach has enabled us to 
prepare for the future. We are laying the 
crucial groundwork for our entry into the 
capital market and investment banking 
sectors and other strategic initiatives. 
These are not just words on a strategic 
document; they are strategic pillars 
designed to expand our services, capture 
new market segments, and open new 
avenues for sustainable growth. By mod-
ernizing our operations and embracing 
modern technology, we are making Zemen 
Bank more competitive on an international 
level. We are building the infrastructure 
required to stand alongside the best finan-
cial institutions.

This preparation, however, is not just 
about technology or systems. It is about 
our people. It's about strengthening the 
skills and knowledge required to lead this 
new chapter, to innovate, and to serve our 
customers with excellence. Our team is our 
greatest asset, and their commitment to 
our vision is what sets us apart.
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On behalf of the Board of Directors, I am 
pleased to present Zemen Bank’s Annual 
Report and audited financial statements for 
the fiscal year ended 30 June 2026. The year 
was one of strong performance and mean-
ingful progress for the Bank, reflecting the 
resilience of our business model and the 
commitment of our people.

A Call for Unity

As we look ahead, I must be direct. The 
path remains challenging, but the journey 
we are on requires unwavering support 
and a shared belief in our collective vision. 
This journey cannot be undertaken by the 
leadership or the board alone. It is a shared 
effort that demands the confidence and 
dedication of all of you.

You, our investors, are the bedrock of this 
institution. You are not just shareholders 
but our partners in building a legacy. As 
we face more uncertainties and new hori-
zons, shareholders are expected to be 
actively involved in various ways to build a 
strong and resilient bank for the communi-
ty at large. 

I stand here today not just to ask for your 
support but to reaffirm our commitment 
to you. Our decisions, strategies, and every 
effort are grounded in the purpose of safe-
guarding your investment and ensuring 
that Zemen Bank remains a lasting institu-
tion that creates value for generations to 
come.

A Note of Gratitude

Before I conclude, I would like to express 
my heartfelt gratitude to everyone who 
contributed to our success this year. To the 
National Bank of Ethiopia, thank you for 
your unwavering leadership in guiding, 
supporting, and pointing out our growth 
points, as well as for your efforts in 
modearnizing our financial sector. 

To my fellow members of the Board of 
Directors, thank you for your tireless effort 
and commitment to strengthening the 
bank's audit and risk functions, which are 
crucial for safeguarding our institution 
through effective monitoring and control, 
all in alignment with directives from the 
NBE and commercial regulations. To the 
Zemen Bank management and all employ-
ees, your professionalism and dedication 
are the foundation of our success. We also 
extend our deepest gratitude to our loyal 
customers and partners for their continued 
trust, and to our suppliers and various gov-
ernmental agencies for their vital support 
and facilitation.
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that Zemen Bank remains a lasting institu-
tion that creates value for generations to 
come.

A Note of Gratitude

Before I conclude, I would like to express 
my heartfelt gratitude to everyone who 
contributed to our success this year. To the 
National Bank of Ethiopia, thank you for 
your unwavering leadership in guiding, 
supporting, and pointing out our growth 
points, as well as for your efforts in 
modearnizing our financial sector. 

To my fellow members of the Board of 
Directors, thank you for your tireless effort 
and commitment to strengthening the 
bank's audit and risk functions, which are 
crucial for safeguarding our institution 
through effective monitoring and control, 
all in alignment with directives from the 
NBE and commercial regulations. To the 
Zemen Bank management and all employ-
ees, your professionalism and dedication 
are the foundation of our success. We also 
extend our deepest gratitude to our loyal 
customers and partners for their continued 
trust, and to our suppliers and various gov-
ernmental agencies for their vital support 
and facilitation.

Thank you. 
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ty at large. 

I stand here today not just to ask for your 
support but to reaffirm our commitment 
to you. Our decisions, strategies, and every 
effort are grounded in the purpose of safe-
guarding your investment and ensuring 
that Zemen Bank remains a lasting institu-
tion that creates value for generations to 
come.

A Note of Gratitude

Before I conclude, I would like to express 
my heartfelt gratitude to everyone who 
contributed to our success this year. To the 
National Bank of Ethiopia, thank you for 
your unwavering leadership in guiding, 
supporting, and pointing out our growth 
points, as well as for your efforts in 
modearnizing our financial sector. 

To my fellow members of the Board of 
Directors, thank you for your tireless effort 
and commitment to strengthening the 
bank's audit and risk functions, which are 
crucial for safeguarding our institution 
through effective monitoring and control, 
all in alignment with directives from the 
NBE and commercial regulations. To the 
Zemen Bank management and all employ-
ees, your professionalism and dedication 
are the foundation of our success. We also 
extend our deepest gratitude to our loyal 
customers and partners for their continued 
trust, and to our suppliers and various gov-
ernmental agencies for their vital support 
and facilitation.

We reaffirm Zemen Bank’s vision of deliver-
ing sustainable value through innovative, 
customer-centric banking services while 
contributing to Ethiopia’s economic devel-
opment and upholding the highest stan-
dards of governance, prudence and excel-
lence.

The global operating environment remained 
difficult, shaped by geopolitical tension, 
disruption to trade and persistent inflation-
ary pressure. Ethiopia’s economy neverthe-
less remained resilient, with real GDP growth 
estimated at 10.2 percent, supported by 
stronger exports and increased foreign 
direct investment. The launch of the Ethiopi-
an Securities Exchange and the new Banking 
Business Proclamation permitting foreign 
bank entry are also changing the structure of 
the financial sector and will influence how 
banks compete and grow in the years ahead. 
In this environment, Zemen Bank delivered 
its strongest financial performance to date. 
Total assets grew by 31.9 percent to Birr 
116.5 billion, while net loans rose 24.6 
percent to Birr 51.7 billion. This growth was 
achieved without weakening asset quality: 
the non-performing loan ratio remained 
contained at 2.48 percent, within both regu-
latory and internal limits.

The expansion of the Bank’s business was 
reflected in its profitability. Gross profit 
before provisions and depreciation 

increased by 9.7 percent to Birr 9.97 billion, 
while net profit reached a record Birr 6.75 
billion, representing year-on-year growth of 
15 percent.

Shareholder returns remained strong, with 
earnings per share at 53.9 percent, Return 
on Average Assets at 6.6 percent and Return 
on Average Equity at 37.8 percent. The Bank 
also closed the year with a sound capital 
position. Total capital reached Birr 25.9 
billion, including paid-up capital of Birr 
14.29 billion, and the Capital Adequacy 
Ratio stood at 40 percent, compared with 
the regulatory minimum of 8 percent.

The launch of our Interest-Free Banking 
operations was another important develop-
ment during the year. After establishing a 
dedicated business unit, developing the 
Z-Qamar brand and appointing an indepen-
dent Shari’ah Advisory Board, the Bank 
received its Interest-Free Banking licence 
from the National Bank of Ethiopia, effective 
13 January 2026. This has enabled Zemen 
Bank to serve a wider group of customers 
and respond to the growing demand for 
Shari’ah-compliant financial services.

We also continued to invest in digital bank-
ing and information security. The Bank 
achieved ISO/IEC 27001:2022 certification, 
expanded its network to 385 ATMs and 
1,500 point-of-sale terminals, and contin-
ued to improve doorstep banking and 
onsite payroll services for corporate clients. 
These investments are making our services 
more accessible while strengthening the 
controls that protect customer information.
Sustainability continues to guide our 

long-term decisions. In partnership with the 
European Investment Bank, we completed a 
technical assistance programme on 
green-financing systems for the Board and 
our credit, risk, audit and ESG teams. The 
partnership has now moved into implemen-
tation through an equal co-financing 
arrangement for a dedicated credit line 
supporting green small and medium-sized 
agribusinesses. This facility will help finance 
more sustainable and climate-resilient agri-
cultural activity.

Corporate governance and social respon-
sibility: Our commitment to sound gover-
nance and ethical conduct remains firm. The 
Board, working through its committees for 
Audit, Risk and Compliance, Nomination 
and Remuneration, Credit, Information 
Technology and Strategy and Corporate 
Development, maintained close oversight 
of financial reporting, risk management and 
the execution of the Bank’s strategy. We also 
strengthened the Board’s understanding of 
sustainability matters through focused 
training during the year.

The Bank contributed Birr 33.8 million to 
corporate social responsibility initiatives 
during the year. In addition to financial and 
in-kind support, our employees participat-
ed in a blood donation drive and the plant-
ing of 6,000 seedlings. The Bank also deliv-
ered financial literacy training to students at 
four secondary schools and one elementary 
school.

The Board has begun preparing for the next 
strategic planning cycle, covering 2027/28 
to 2031/32, drawing on the comprehensive 

review completed during the year. The new 
strategy will build on the progress of the 
current period while responding to chang-
es in regulation, technology, competition 
and the wider economy.

Our employees remain central to the Bank’s 
performance, and we continued to invest in 
their development. Zemen Bank main-
tained the highest workforce productivity 
in the Ethiopian banking industry, at more 
than twice the level of its nearest competi-
tor, reflecting careful workforce planning 
and a strong performance culture.

During the year, we welcomed 140 new 
employees, including 29 fresh graduates, 
bringing our permanent workforce to 1,893. 
We recorded 7,770 employee participations 
across technical, behavioral and leadership 
development programmes, including 
repeat attendance, and provided 800 
employees with access to LinkedIn Learn-
ing. Critical staff retention remained high at 
97.43 percent, while overall employee turn-
over was 3.53 percent.

I warmly thank our valued owner-share-
holders for their continued confidence and 
active collaboration. Your trust and partner-
ship remain the foundation of Zemen 
Bank’s progress. I also express deep appreci-
ation to the National Bank of Ethiopia for its 
guidance, the federal and regional govern-
ment offices, our customers for the trust 
they place in us, our partners and suppliers 
for their reliability, the Board of Directors for 
its strategic oversight, and management 
and employees for the discipline and com-
mitment behind this year’s performance.

 The Bank enters the coming period from a 
position of real strength. With solid capital, 
strong profitability, expanding digital capa-
bility and a clear strategic direction, we look 
to the future with confidence and hope. We 
remain fully committed to protecting the 
progress we have made and to continuing 
Zemen Bank’s steady growth — delivering 
sustainable value to our shareholders, 
excellent service to our customers, and a 
lasting positive contribution to Ethiopia’s 
economy.
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MESSAGE FROM THE 
CHIEF EXECUTIVE OFFICER
Dear Esteemed Shareholders,

It is with great pride and appreciation that 
I present to you Zemen Bank’s annual 
performance report for the fiscal year 
2024/25, the year marked by historic 
macroeconomic policy shifts in Ethiopia. 
The transition to a market-determined 
exchange rate, the adoption of interest 
rates as key policy instrument, and the 
progressive opening of the financial sector 
to foreign investment have reshaped the 
banking landscape, presenting both 
opportunities and challenges. 

Amid these transformative changes, Zemen 
Bank has once again delivered outstanding 
results, reflecting the strength of our 
strategy, the resilience of our operations, 
and the trust of our valued customers. 

During the year, the Bank registered 
revenues of Birr 14.4 billion and profit 
before depreciation, amortisation, 
provisions and tax of Birr 8.9 billion, 
representing an exceptional 136 percent 
growth over the preceding year. 

Other operational key performance 
indicators also demonstrated remarkable 
momentum: Deposits grew by 48.3 
percent, reaching Birr 64.7 billion, Credit 
expanded to Birr 41.5 billion, supporting 
productive investments across the 
economy, Foreign exchange earnings 
amounted to USD 588 million, reaffirming 
our position as a leading partner in 
facilitating trade and internal flows, total 
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assets reached Birr 88.6 billion, a growth 
of 49.7 percent and Capital Adequacy 
Ratio stood at 37 percent, more than four 
times the regulatory minimum 
requirement of 8 percent, underscoring 
our financial strength and prudent risk 
management.

These achievements are a testament to our 
strong governance, customer-focused 
business philosophy, and the dedication of 
our employees. As Ethiopia enters a new 
era of economic liberalization and 
integration with global markets, Zemen 
Bank is well-positioned to seize emerging 
opportunities, attract strategic 
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MESSAGE FROM THE 
CHIEF EXECUTIVE OFFICER
Esteemed Shareholders,

I am pleased to present Zemen Bank’s 
Annual Report for the fiscal year ended 30 
June 2026. Despite global economic 
uncertainty, geopolitical tensions and 
disruptions to international trade, the 
Bank delivered one of the strongest perfor-
mances in its 18-year history.

Global growth moderated to 3.0% during 
the year, while Ethiopia’s economy 
remained resilient. The Government 
estimated real GDP growth at 10.2%, with 
export earnings reaching USD 10.7 billion 
and foreign direct investment amounting 
to USD 4.32 billion, while inflation stood 
at 13.9%. Within this environment, Zemen 
Bank continued to grow, maintain its 
financial strength and deliver value to its 
shareholders. This performance reflects 
the soundness of our strategy, the com-
mitment of our employees and the contin-
ued trust of our customers.

Financial and Operational Highlights

The Bank recorded strong growth across 
its core business areas. Total deposits 
increased by 32 % to ETB 85 billion, reach-
ing 104% of our annual target, while 
103,013 new accounts were opened 
during the year. Our gross loan portfolio 
grew by 24.3% to ETB 52.6 billion despite 
the regulatory credit growth cap. At the 
same time, the non-performing loan ratio 
declined to 2.48%, remaining comfortably 

2026

below the regulatory limit of 5% and our 
internal threshold of 4%.

Foreign currency inflows reached USD 698 
million, exceeding the annual target by 
2.5% and recording year-on-year growth 
of 19%. This placed Zemen Bank fourth 
among Ethiopia’s private banks. Total 
assets increased by 31.9% to ETB 116.5 
billion, while total capital grew by 40.8% 
to ETB 25.9 billion. Paid-up capital also 
rose by 52.2% to ETB 14.29 billion, and 
the Capital Adequacy Ratio remained 
exceptionally strong at 40%, compared 
with the regulatory minimum of 8%.
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momentum: Deposits grew by 48.3 
percent, reaching Birr 64.7 billion, Credit 
expanded to Birr 41.5 billion, supporting 
productive investments across the 
economy, Foreign exchange earnings 
amounted to USD 588 million, reaffirming 
our position as a leading partner in 
facilitating trade and internal flows, total 

assets reached Birr 88.6 billion, a growth 
of 49.7 percent and Capital Adequacy 
Ratio stood at 37 percent, more than four 
times the regulatory minimum 
requirement of 8 percent, underscoring 
our financial strength and prudent risk 
management.

These achievements are a testament to our 
strong governance, customer-focused 
business philosophy, and the dedication of 
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era of economic liberalization and 
integration with global markets, Zemen 
Bank is well-positioned to seize emerging 
opportunities, attract strategic 
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Profitability remained equally strong. Total 
income increased by 24% to ETB 17.9 
billion, achieving 114% of the annual 
target. Gross profit before depreciation and 
amortization reached ETB 9.97 billion, 
while net profit increased by 15% to ETB 
6.75 billion, representing 107% of target. 
Earnings per share stood at 53.9%. Taken 
together, these results demonstrate the 
Bank’s ability to sustain profitable growth 
while maintaining sound asset quality, 
strong capitalization and effective financial 
discipline.

Omni Channel Banking

Our digital transformation continued to 
advance during the year. We expanded our 
network to 385 ATMs and 1,500 
point-of-sale terminals, while the number 
of Internet and Mobile Banking subscribers 
grew to 256,249. Digital transactions 
accounted for 69.7% of all core banking 
transactions, showing that more customers 
are choosing convenient digital channels 
for their everyday banking needs.

We also achieved ISO/IEC 27001:2022 
certification for information security. This is 
an important step in strengthening the 
systems and controls that protect customer 
information as our digital services expand.

Interest Free Banking and Innovation

A major development during the year was 
the launch of our Interest-Free Banking 
operations under the Z-Qamar brand, 
following receipt of our license from the 
National Bank of Ethiopia on 13 January 
2026. We established an independent 
Sharia Advisory Board and introduced more 

than eleven Sharia-compliant products 
and services across our branch network.

We continued to develop more of our 
digital services internally. The Bank 
launched its Request to Pay electronic 
service, while the Super App, Equb Collec-
tion App and Zemen Remittance App are 
ready for testing. Digital customer 
onboarding, paperless Smart Branches, 
USSD banking for feature phones and a 
Centralized Bill Management System are 
also under testing. In addition, our tech-
nology teams are finalizing a dedicated 
platform for savings and credit coopera-
tive organizations.

Our Commitment to the Community

Zemen Bank has engaged in community 
supporting activities through its corporate 
social responsibility initiatives. In addition 
to direct cash support to different local 
NGOs, employees of the Bank participated 
in blood donation and planting of 6,000 
seedlings to preserve the environment. We 
remain committed to supporting practical 
initiatives that address community and 
environmental needs and create meaning-
ful, sustainable impact.

Strategic Outlook and Priorities

Ethiopia’s financial sector is entering a 
period of significant change. The launch 
of the Ethiopian Securities Exchange, the 
opening of the banking sector to foreign 
banks and continuing regulatory reforms 
will increase both opportunity and compe-
tition. Zemen Bank enters this period from 
a position of financial strength, but we 
recognize that continued progress will 
require focus and disciplined execution.

During the coming year, we will concen-
trate on four priorities:

• Expand our digital infrastructure and 
move the Super App and related plat-
forms from pilot to full production. We 
will also build the number of active digi-
tal users, apply artificial intelligence 
where it improves service or efficiency, 
and pursue selected FinTech partner-
ships.

• Improve cost efficiency and operational 
performance by simplifying processes, 
using data more effectively and 
responding more quickly to customer 
needs.

• Continue investing in our people 
through leadership development, 
targeted skills training and succession 
planning, while maintaining the strong 
productivity of our workforce.

• Expand Z-Qamar by introducing addi-
tional Sharia-compliant products and 
making Interest-Free Banking services 
more accessible.

We are also entering the final year of our 
current strategic period and have begun 
preparing the Bank’s next strategy, cover-
ing 2027/28 to 2031/32. The new strategy 
will build on the progress made so far and 
respond to changes in the economy, regu-
lation, technology and competition. It will 
set a clear direction for the next stage of the 
Bank’s growth.

Appreciation

On behalf of the management team, I 
thank the Board of Directors for its guid-
ance and support throughout the year. I 
also thank the National Bank of Ethiopia for 
its oversight and continued engagement as 
the financial sector develops.

To our customers, thank you for choosing 
Zemen Bank and trusting us with your busi-
ness. To our employees, thank you for the 
commitment and professionalism behind 
this year’s results. I am equally grateful to 
our shareholders for their continued confi-
dence in the Bank. We remain committed 
to protecting that trust and delivering 
sustainable value.

We look forward to the year ahead with 
confidence and a clear understanding of 
the work still to be done.
 



partnerships, and deliver sustainable value 
to our shareholders. We remain committed 
to excellence, resilience, and responsible 
growth as we continue to drive the future 
of financial services in Ethiopia. 

Beyond financial performance, Zemen Bank 
has continued to advance its digital and 
customer-focused innovation agenda. Our 
digital footprint expanded to 300 ATMs 
and 1,314 POS terminals, with digital 
channels now accounting for 65 percent of 
all transactions. Today, over 197,000 
customers actively use our Internet and 
Mobile Banking platforms, underscoring 
our commitment to accessibility, 
convenience, and efficiency.

We also remain deeply committed to 
contributing to Ethiopia’s inclusive growth. 
In the fiscal year 2024/25, Zemen Bank 
contributed Birr 61.9 million to community 
development initiatives, reaffirming our 
role as a responsible corporate citizen that 
measures success not only by financial 
performance but also by social impact. 

Looking Ahead 

The liberalization of Ethiopia’s financial 
sector presents both opportunities and 
challenges. At Zemen Bank, we view these 
reforms not merely as compliance 
requirements but as an opportunity to 
innovate, differentiate, and lead. Our 
strategic priorities will be anchored on four 
pillars: 

1. Capital growth as a Strategic 
Foundation- continuously strengthen the 
Bank’s capital base to support sustainable 
expansion, enhance resilience and seize 
emerging opportunities in a dynamic 
financial landscape. 

2. Digital Transformation as a Growth 
Engine – Scaling digital infrastructure, 
integrating AI-driven solutions, and 
building fintech partnerships to deliver 
next-generation banking experiences.
 
3. Talent, Customer-Centricity, and 
Efficiency as Our Edge – Empowering 
teams through leadership development, 
skills training, and process optimization to 
redefine service standards and deepen 
customer trust. 

4. Regulatory Agility as Strategic 
Leverage – Proactively adapting to 
reforms to convert compliance into 
competitive advantage, positioning Zemen 
as a leader in shaping Ethiopia’s financial 
future. 

Gratitude 

On behalf of the management team, I 
extend my heartfelt appreciation to our 
regulator for its guidance throughout our 
journey, Board of Directors for their 
guidance, to our employees for their 
dedication, to our customers for their 
trust, and to you, our shareholders, for 
your unwavering support. 

Together, we will continue to drive 
sustainable growth, pioneer innovation, 
and create enduring value for all 
stakeholders. 

Respectfully
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to protecting that trust and delivering 
sustainable value.

We look forward to the year ahead with 
confidence and a clear understanding of 
the work still to be done.
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I am pleased to present Zemen Bank’s 
Annual Report for the fiscal year ended 30 
June 2026. Despite global economic 
uncertainty, geopolitical tensions and 
disruptions to international trade, the 
Bank delivered one of the strongest perfor-
mances in its 18-year history.

Global growth moderated to 3.0% during 
the year, while Ethiopia’s economy 
remained resilient. The Government 
estimated real GDP growth at 10.2%, with 
export earnings reaching USD 10.7 billion 
and foreign direct investment amounting 
to USD 4.32 billion, while inflation stood 
at 13.9%. Within this environment, Zemen 
Bank continued to grow, maintain its 
financial strength and deliver value to its 
shareholders. This performance reflects 
the soundness of our strategy, the com-
mitment of our employees and the contin-
ued trust of our customers.

Financial and Operational Highlights

The Bank recorded strong growth across 
its core business areas. Total deposits 
increased by 32 % to ETB 85 billion, reach-
ing 104% of our annual target, while 
103,013 new accounts were opened 
during the year. Our gross loan portfolio 
grew by 24.3% to ETB 52.6 billion despite 
the regulatory credit growth cap. At the 
same time, the non-performing loan ratio 
declined to 2.48%, remaining comfortably 

 

below the regulatory limit of 5% and our 
internal threshold of 4%.

Foreign currency inflows reached USD 698 
million, exceeding the annual target by 
2.5% and recording year-on-year growth 
of 19%. This placed Zemen Bank fourth 
among Ethiopia’s private banks. Total 
assets increased by 31.9% to ETB 116.5 
billion, while total capital grew by 40.8% 
to ETB 25.9 billion. Paid-up capital also 
rose by 52.2% to ETB 14.29 billion, and 
the Capital Adequacy Ratio remained 
exceptionally strong at 40%, compared 
with the regulatory minimum of 8%.

Respectfully

Chief Executive Officer

Profitability remained equally strong. Total 
income increased by 24% to ETB 17.9 
billion, achieving 114% of the annual 
target. Gross profit before depreciation and 
amortization reached ETB 9.97 billion, 
while net profit increased by 15% to ETB 
6.75 billion, representing 107% of target. 
Earnings per share stood at 53.9%. Taken 
together, these results demonstrate the 
Bank’s ability to sustain profitable growth 
while maintaining sound asset quality, 
strong capitalization and effective financial 
discipline.

Omni Channel Banking

Our digital transformation continued to 
advance during the year. We expanded our 
network to 385 ATMs and 1,500 
point-of-sale terminals, while the number 
of Internet and Mobile Banking subscribers 
grew to 256,249. Digital transactions 
accounted for 69.7% of all core banking 
transactions, showing that more customers 
are choosing convenient digital channels 
for their everyday banking needs.

We also achieved ISO/IEC 27001:2022 
certification for information security. This is 
an important step in strengthening the 
systems and controls that protect customer 
information as our digital services expand.

Interest Free Banking and Innovation

A major development during the year was 
the launch of our Interest-Free Banking 
operations under the Z-Qamar brand, 
following receipt of our license from the 
National Bank of Ethiopia on 13 January 
2026. We established an independent 
Sharia Advisory Board and introduced more 

than eleven Sharia-compliant products 
and services across our branch network.

We continued to develop more of our 
digital services internally. The Bank 
launched its Request to Pay electronic 
service, while the Super App, Equb Collec-
tion App and Zemen Remittance App are 
ready for testing. Digital customer 
onboarding, paperless Smart Branches, 
USSD banking for feature phones and a 
Centralized Bill Management System are 
also under testing. In addition, our tech-
nology teams are finalizing a dedicated 
platform for savings and credit coopera-
tive organizations.

Our Commitment to the Community

Zemen Bank has engaged in community 
supporting activities through its corporate 
social responsibility initiatives. In addition 
to direct cash support to different local 
NGOs, employees of the Bank participated 
in blood donation and planting of 6,000 
seedlings to preserve the environment. We 
remain committed to supporting practical 
initiatives that address community and 
environmental needs and create meaning-
ful, sustainable impact.

Strategic Outlook and Priorities

Ethiopia’s financial sector is entering a 
period of significant change. The launch 
of the Ethiopian Securities Exchange, the 
opening of the banking sector to foreign 
banks and continuing regulatory reforms 
will increase both opportunity and compe-
tition. Zemen Bank enters this period from 
a position of financial strength, but we 
recognize that continued progress will 
require focus and disciplined execution.

During the coming year, we will concen-
trate on four priorities:

• Expand our digital infrastructure and 
move the Super App and related plat-
forms from pilot to full production. We 
will also build the number of active digi-
tal users, apply artificial intelligence 
where it improves service or efficiency, 
and pursue selected FinTech partner-
ships.

• Improve cost efficiency and operational 
performance by simplifying processes, 
using data more effectively and 
responding more quickly to customer 
needs.

• Continue investing in our people 
through leadership development, 
targeted skills training and succession 
planning, while maintaining the strong 
productivity of our workforce.

• Expand Z-Qamar by introducing addi-
tional Sharia-compliant products and 
making Interest-Free Banking services 
more accessible.

We are also entering the final year of our 
current strategic period and have begun 
preparing the Bank’s next strategy, cover-
ing 2027/28 to 2031/32. The new strategy 
will build on the progress made so far and 
respond to changes in the economy, regu-
lation, technology and competition. It will 
set a clear direction for the next stage of the 
Bank’s growth.

Appreciation

On behalf of the management team, I 
thank the Board of Directors for its guid-
ance and support throughout the year. I 
also thank the National Bank of Ethiopia for 
its oversight and continued engagement as 
the financial sector develops.

To our customers, thank you for choosing 
Zemen Bank and trusting us with your busi-
ness. To our employees, thank you for the 
commitment and professionalism behind 
this year’s results. I am equally grateful to 
our shareholders for their continued confi-
dence in the Bank. We remain committed 
to protecting that trust and delivering 
sustainable value.

We look forward to the year ahead with 
confidence and a clear understanding of 
the work still to be done.
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DIRECTORS’ REPORT
Fiscal Year 2025/26

PRESTIGE BANKING

The Board of Directors is pleased to present Zemen Bank’s Annual Report and audited finan-
cial statements for the fiscal year ended 30 June 2026. The report reviews the Bank’s perfor-
mance and key developments during the year, together with the economic and regulatory 
conditions that influenced its operations.

Macro-Economic Developments

Global growth is projected to slow from 3.5 
percent in 2025 to 3.0 percent in 2026 
amid heightened geopolitical tensions, 
trade disruptions, and elevated energy 
prices before recovering to 3.4 percent in 
2027. According to the IMF's July 2026 
World Economic Outlook Update, growth 
in emerging markets and developing econ-
omies is expected to moderate to 3.8 
percent in 2026, while global trade volume 
growth is projected to slow from 5.0 
percent in 2025 to 3.5 percent in 2026 as 
tariffs, supply chain adjustments, and trade 
uncertainties weigh on global commerce. 
Global headline inflation is projected to 
increase from 4.1 percent in 2025 to 4.7 
percent in 2026 before easing to 3.9 
percent in 2027.

In Sub-Saharan Africa, economic growth is 
expected to remain broadly stable at 4.3 
percent in 2026 before improving to 4.5 
percent in 2027, supported by macroeco-
nomic stabilization and reform efforts 
despite continued global uncertainties.

Domestically, Ethiopia is expected to main-
tain strong economic momentum despite 
ongoing structural challenges. The govern-
ment projects 10.1 percent GDP growth for 
FY2026/27, following an estimated 10.2 
percent expansion in FY2025/26, while the 

IMF forecasts growth of 7.9 percent for 
FY2026/27. Export earnings reached a 
record USD 10.7 billion during FY2025/26, 
and foreign direct investment increased to 
USD 4.32 billion, reflecting continued 
investor confidence and the impact of mac-
roeconomic reforms. Following the transi-
tion to a market-based exchange rate, the 
average exchange rate increased from ETB 
135.37/USD to ETB 158.05/USD, represent-
ing an annual depreciation of 16.75 
percent. Meanwhile, headline inflation rose 
to 13.4 percent in May 2026, prompting 
the National Bank of Ethiopia to maintain a 
tight monetary policy stance to preserve 
macroeconomic stability. 

Although the global outlook remains sub-
ject to significant geopolitical and trade-re-
lated risks, Ethiopia's strong economic 
growth, record export performance, 
increasing foreign investment, and ongoing 
structural reforms provide a favorable 
outlook. These developments are expected 
to strengthen investor confidence, support 
private sector expansion, enhance foreign 
exchange inflows, and create opportunities 
for banks to mobilize deposits, expand 
lending, increase trade finance activities, 
and diversify non-interest income while 
maintaining prudent liquidity and risk man-
agement.
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Zemen Bank’s Performance Highlights

Operating within a dynamic policy and 
regulatory environment, and amid geopo-
litical uncertainties and intensifying compe-
tition, Zemen Bank delivered another year 
of robust growth expanding its balance 
sheet, strengthening its capital base and 
achieving record profitability. This perfor-
mance reflects the Bank’s ability to turn the 
evolving policy landscape into an opportu-
nity for disciplined growth, operational 
excellence and long-term value creation.

Financial Sector Developments

As of June 30, 2026, Ethiopia's banking 
industry comprised 32 commercial banks 
navigating a transforming macro-financial 
landscape under ongoing structural 
reforms. Industry-wide deposits reached 
Birr 4.83 trillion, reflecting a robust 37.8 
percent year-on-year increase driven by 
digital channel expansion and savings 
mobilization. Total outstanding loans 
reached Birr 3.42 trillion, representing a 
dramatic 24.9 percent year-on-year growth 
to support key economic sectors. Conse-
quently, total banking industry assets rose 
to Birr 6.35 trillion, up 35.9 percent from 
the previous year, solidifying the sector's 
role in driving national economic growth.

Throughout the year, to anchor inflation 
within the NBE's monetary policy frame-
work, the National Bank of Ethiopia main-
tained the central bank policy rate at 15 
percent and kept the private-sector credit 
growth cap at 24 percent as of June 30, 
2026. Simultaneously, the NBE increased 
the reserve requirement ratio by 3 percent-
age points to 10 percent, granting a 

3-to-6-month window for compliance. The 
official removal of the mandatory 7 percent 
minimum deposit rate floor now allows 
market-driven pricing through flexible 
negotiation between depositors and banks.
 
Furthermore, FX liberalization under Direc-
tive FXD/04/2026 significantly simplifies 
profit repatriation, introduces forward con-
tracts, and eases FX access for individuals 
and commercial enterprises, signaling a 
shift toward a market-determined 
exchange rate regime.

While the repeal of mandatory T-bond 
purchase requirements permanently eases 
structural liquidity pressure on private com-
mercial banks, the binding credit growth 
cap challenged credit availability and insti-
tutional liquidity, emphasizing the need for 
proactive balance-sheet and asset-liability 
management. Externally, the successful 
launch of the Ethiopian Securities Exchange 
(ESX) in January 2025 represents a pivotal 
step toward capital market development, 
enabling long-term debt and equity financ-
ing. Finally, the landmark Banking Business 
Proclamation No. 1360/2025 permits 
foreign entry through subsidiaries, branch-
es, equity stakes, or representative offices, a 
major liberalization milestone that will drive 
competition, technological innovation, and 
foreign investment across the Ethiopian 
banking landscape.

Deposits

By June 2026, Zemen Bank achieved a 
major milestone, reaching ETB 85 billion in 
total outstanding deposits, an impressive 
32 percent increase (ETB 20.6 billion) com-
pared to the previous year. This perfor-
mance stands out against a tight regulatory 
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Macro-Economic Developments

Global growth is projected to slow from 3.5 
percent in 2025 to 3.0 percent in 2026 
amid heightened geopolitical tensions, 
trade disruptions, and elevated energy 
prices before recovering to 3.4 percent in 
2027. According to the IMF's July 2026 
World Economic Outlook Update, growth 
in emerging markets and developing econ-
omies is expected to moderate to 3.8 
percent in 2026, while global trade volume 
growth is projected to slow from 5.0 
percent in 2025 to 3.5 percent in 2026 as 
tariffs, supply chain adjustments, and trade 
uncertainties weigh on global commerce. 
Global headline inflation is projected to 
increase from 4.1 percent in 2025 to 4.7 
percent in 2026 before easing to 3.9 
percent in 2027.

In Sub-Saharan Africa, economic growth is 
expected to remain broadly stable at 4.3 
percent in 2026 before improving to 4.5 
percent in 2027, supported by macroeco-
nomic stabilization and reform efforts 
despite continued global uncertainties.

Domestically, Ethiopia is expected to main-
tain strong economic momentum despite 
ongoing structural challenges. The govern-
ment projects 10.1 percent GDP growth for 
FY2026/27, following an estimated 10.2 
percent expansion in FY2025/26, while the 

IMF forecasts growth of 7.9 percent for 
FY2026/27. Export earnings reached a 
record USD 10.7 billion during FY2025/26, 
and foreign direct investment increased to 
USD 4.32 billion, reflecting continued 
investor confidence and the impact of mac-
roeconomic reforms. Following the transi-
tion to a market-based exchange rate, the 
average exchange rate increased from ETB 
135.37/USD to ETB 158.05/USD, represent-
ing an annual depreciation of 16.75 
percent. Meanwhile, headline inflation rose 
to 13.4 percent in May 2026, prompting 
the National Bank of Ethiopia to maintain a 
tight monetary policy stance to preserve 
macroeconomic stability. 

Although the global outlook remains sub-
ject to significant geopolitical and trade-re-
lated risks, Ethiopia's strong economic 
growth, record export performance, 
increasing foreign investment, and ongoing 
structural reforms provide a favorable 
outlook. These developments are expected 
to strengthen investor confidence, support 
private sector expansion, enhance foreign 
exchange inflows, and create opportunities 
for banks to mobilize deposits, expand 
lending, increase trade finance activities, 
and diversify non-interest income while 
maintaining prudent liquidity and risk man-
agement.

Zemen Bank’s Performance Highlights

Operating within a dynamic policy and 
regulatory environment, and amid geopo-
litical uncertainties and intensifying compe-
tition, Zemen Bank delivered another year 
of robust growth expanding its balance 
sheet, strengthening its capital base and 
achieving record profitability. This perfor-
mance reflects the Bank’s ability to turn the 
evolving policy landscape into an opportu-
nity for disciplined growth, operational 
excellence and long-term value creation.

Financial Sector Developments

As of June 30, 2026, Ethiopia's banking 
industry comprised 32 commercial banks 
navigating a transforming macro-financial 
landscape under ongoing structural 
reforms. Industry-wide deposits reached 
Birr 4.83 trillion, reflecting a robust 37.8 
percent year-on-year increase driven by 
digital channel expansion and savings 
mobilization. Total outstanding loans 
reached Birr 3.42 trillion, representing a 
dramatic 24.9 percent year-on-year growth 
to support key economic sectors. Conse-
quently, total banking industry assets rose 
to Birr 6.35 trillion, up 35.9 percent from 
the previous year, solidifying the sector's 
role in driving national economic growth.

Throughout the year, to anchor inflation 
within the NBE's monetary policy frame-
work, the National Bank of Ethiopia main-
tained the central bank policy rate at 15 
percent and kept the private-sector credit 
growth cap at 24 percent as of June 30, 
2026. Simultaneously, the NBE increased 
the reserve requirement ratio by 3 percent-
age points to 10 percent, granting a 

3-to-6-month window for compliance. The 
official removal of the mandatory 7 percent 
minimum deposit rate floor now allows 
market-driven pricing through flexible 
negotiation between depositors and banks.
 
Furthermore, FX liberalization under Direc-
tive FXD/04/2026 significantly simplifies 
profit repatriation, introduces forward con-
tracts, and eases FX access for individuals 
and commercial enterprises, signaling a 
shift toward a market-determined 
exchange rate regime.

While the repeal of mandatory T-bond 
purchase requirements permanently eases 
structural liquidity pressure on private com-
mercial banks, the binding credit growth 
cap challenged credit availability and insti-
tutional liquidity, emphasizing the need for 
proactive balance-sheet and asset-liability 
management. Externally, the successful 
launch of the Ethiopian Securities Exchange 
(ESX) in January 2025 represents a pivotal 
step toward capital market development, 
enabling long-term debt and equity financ-
ing. Finally, the landmark Banking Business 
Proclamation No. 1360/2025 permits 
foreign entry through subsidiaries, branch-
es, equity stakes, or representative offices, a 
major liberalization milestone that will drive 
competition, technological innovation, and 
foreign investment across the Ethiopian 
banking landscape.

Deposits

By June 2026, Zemen Bank achieved a 
major milestone, reaching ETB 85 billion in 
total outstanding deposits, an impressive 
32 percent increase (ETB 20.6 billion) com-
pared to the previous year. This perfor-
mance stands out against a tight regulatory 

challenge and broader geopolitical hurdles. 
The Bank's disciplined focus on deposit 
gathering, coupled with a targeted physical 
network growth that now spans 142 
branches, enabled it to grow its customer 
base to 394,955 account holders.

     

Loans & Advances

Navigating the National Bank of Ethiopia’s 
mandatory 24 percent credit growth cap, 
Zemen Bank successfully expanded its net 
loan and advances portfolio to ETB 51.7 
billion during the fiscal year. The Bank regis-
tered an additional ETB 10.2 billion in loans 
and advances, representing a 24.6 percent 
increase compared to the previous year. This 
performance underscores the Bank's 
prudent credit management and its contin-
ued commitment to supporting the financ-
ing needs of customers within the regulato-
ry framework.

 

The Bank maintained strong asset quality, 
keeping its Non-Performing Loan (NPL) 
ratio well below the regulatory threshold. 
As of June 30, 2026, the NPL ratio stood at 
2.48 percent, comfortably below both the 
NBE's limit of 5 percent and the Bank's own 
stricter internal benchmark of 4 percent. 
This performance reflects the Bank's robust 
credit risk management, effective loan 
monitoring, and commitment to sound 
financial health.

International Banking

Foreign exchange mobilization hit a key 
milestone this fiscal year, with the Bank 
securing USD 698 million through its inter-
national banking operations. Reaffirming 
international banking as a vital income 
driver. This solid performance highlights 
the Bank's ongoing focus on bolstering 
trade finance, accelerating remittance 
flows, and leveraging robust global bank-
ing relationships to drive foreign currency 
inflows.

 

Financial Performance
Total Asset

Zemen Bank closed the fiscal year on June 
30, 2026, with a significantly expanded 
balance sheet, reaching ETB 116.5 billion in 

total assets, a remarkable 31.9 percent 
year-on-year growth that highlights its 
accelerating financial capacity.

Loan and advance served as the primary 
growth engine, with net loans and advanc-
es dominating the asset structure at 44.4 
percent of total assets. This core portfolio 
was balanced by foreign bank deposits and 
placements (25.7 percent) and cash 
reserves maintained with the National Bank 
of Ethiopia (11.4 percent).

Throughout the period, the Bank main-
tained exceptional financial resilience, 
ending the year with a liquidity ratio com-
fortably exceeding the statutory 15 percent 
minimum, reflecting a disciplined, 
forward-looking approach to liquidity risk 
management.

 

Total Liability

Deposits remain the largest component of 
the bank's liabilities, representing a signifi-
cant portion of total liabilities on the 
balance sheet. During the fiscal year ended 
June 30, 2026, deposits recorded steady 
and substantial growth, reflecting prudent 
expansion amid prevailing economic condi-
tions. As a result, the bank's total liabilities 

reached ETB 90.6 billion by the end of the 
fiscal year, marking a notable increase com-
pared to the previous year. This perfor-
mance underscores the Bank's capacity to 
strengthen its funding base despite external 
challenges.

 

Capital

As of June 30, 2026, the Bank's total capital 
reached Birr 25.9 billion, marking a remark-
able year-on-year growth of 40.8 percent. 
This increase was primarily driven by strong 
growth in the Bank's core capital compo-
nents. The Bank’s paid-up capital stood at 
Birr 14.29 billion, reflecting an increase of 
Birr 4.9 billion or 52 percent compared to 
the previous year.

Moreover, the Bank maintained a robust 
capital adequacy ratio of 40 percent, 
significantly surpassing the regulatory mini-
mum requirement of 8 percent, underscor-
ing its strong financial resilience and capac-
ity to support sustainable growth.

Income

As of June 2026, the Bank's total income 
reached Birr 17.9 billion, reflecting a 
remarkable 24 percent growth compared 
to the same period last year and exceeding 
the annual target.

 

The main driver of this income was interest 
revenue, which accounted for Birr 10.15 
billion or nearly 57 percent of the total. 
Service charges and commissions contribut-
ed Birr 5.1 billion (28.5 percent), while net 
earnings from foreign exchange transac-
tions amounted to Birr 2.4 billion (13 
percent). The remaining Birr 273.1 million 
(1.5 percent) came from other sources of 
income.

 

Expenditure

During the fiscal year, the Bank's total 
expenses reached Birr 8.58 billion, repre-
senting an increase of Birr 2.4 billion (38.4 
percent) compared to the previous year. 
Despite this rise, expenditures remained 
below the approved annual budget, under-
scoring the Bank's effective cost manage-
ment.

A detailed analysis of the Bank's cost struc-
ture shows that interest expenses constitut-
ed the largest portion, totaling Birr 3.6 
billion (42 percent). This was followed by 
salary and employee benefits which 
amounted to Birr 2.7 billion (31 percent). 
General operating expenses accounted for 
Birr 1.8 billion (21 percent), while deprecia-
tion and amortization expenses represent-
ed Birr 505.5 million (6 percent).

 

Earning

In the concluded fiscal year, Zemen Bank 
recorded a gross profit of Birr 9.97 billion 
before depreciation and provisions, mark-
ing a substantial increase of Birr 882.7 
million (9.7 percent) compared to the previ-
ous year. This performance translates to 
108 percent of the fiscal year's planned 
target. Net profit for the period reached Birr 
6.75 billion, surpassing last year's figure by 
Birr 885.9 million, equivalent to a 15 
percent growth. 

 
 

Financial Soundness Indicators

Zemen Bank demonstrated strong perfor-
mance across three key financial indicators 
- Earnings Per Share (EPS), Return on Aver-
age Assets (ROAA), and Return on Average 
Equity (ROAE) - underscoring effective 
management and solid financial health.

Earning Per Share (EPS) – As of June 
2026, the Bank reported a profit after tax of 
Birr 6.75 billion, resulting in an EPS of 53.9 
percent. This level remains among the high-
est in the industry and well above the past 
five year average of 48.26%, reflecting 
Zemen Bank's consistent ability to generate 
exceptional value for its shareholders

Return on Average Assets (ROAA) – The 
Bank achieved an impressive Return on 
Average Assets of 6.6 percent, significantly 
higher than its five-year average of 5.21 
percent. This result demonstrates the bank's 
strong efficiency in leveraging its assets for 
profitability. Moreover, it far exceeds the 
average ROAA reported by private banks, 
highlighting Zemen Bank's superior perfor-
mance.
 
 

Return on Average Equity (ROAE) - The 
Bank achieved a ROAE of 37.8% for the 
year, significantly exceeding its five-year 
average of 30.65%. This strong perfor-
mance demonstrates the Bank's enhanced 
ability to generate higher returns for its 
shareholders.

Proposed Dividend payouts

After deducting appropriate tax, legal 
reserves, and Board remuneration from the 
gross profit, a net profit of Birr 4.571 billion 
was transferred to retained earnings.

The Board of Directors proposes Birr 
2,072,447,425.24 to be distributed to 
shareholders as dividend payment and the 
remaining balance kept in the retained 
earnings account. Based on the year-aver-
age.

Other Business Developments

Zemen Bank achieved remarkable progress 
during the fiscal year, with strong perfor-
mance not only in terms of financial metrics 
but also in overall operations, leading to 
exceptional growth.

Interest free Banking (IFB)

Zemen Bank commenced Interest-Free 
Banking (IFB) operations on June 25, 2026. 
As the IFB operations commenced only 
during the final days of the reporting 
period, the Bank did not prepare audited 
financial statements specifically for its IFB 
operations for the year ended June 30, 

2026; accordingly, financial information 
relating to IFB assets, liabilities, income, 
expenses, cash flows, and changes in equity 
has not been presented in this report. The 
Board is currently evaluating the appropri-
ate course of action to ensure compliance 
with applicable statutory, regulatory, and 
financial reporting requirements, and users 
of this report should therefore not regard 
the information presented herein as a sub-
stitute for a complete set of financial state-
ments prepared in accordance with the 
applicable financial reporting framework.

Human Capital Development

The Bank firmly believes that its people are 
its most valuable asset and remains commit-
ted to building a high-performing work-
force through continuous learning, talent 
development, and merit-based career 
advancement. This commitment enables 
employees to realize their full potential 
while delivering superior customer experi-
ences and creating sustainable long-term 
value for shareholders and other stakehold-
ers.

Consistent with its talent strategy, the Bank 
continued to attract, develop, and retain 
high-caliber professionals. During the fiscal 
year, 140 employees joined the Bank, 
including 29 fresh graduates. Consequently, 
the Bank's permanent workforce reached 
1,893 employees as of June 30, 2026 with a 
modest increase from previous year.  

The Bank also continued to prioritize inter-
nal talent development by creating oppor-
tunities for career growth and mobility. 

During the year, 7,770 employees partici-
pated in a broad range of technical, behav-
ioral, leadership, succession, and career 
development programs. To further 
strengthen its learning culture and support 
continuous professional development, the 
Bank partnered with LinkedIn Learning, 
providing 800 employees with access to 
internationally recognized digital learning 
resources and professional development 
content. 

The Bank remains committed to fostering a 
high-performance culture through a robust 
performance management framework that 
emphasizes continuous feedback, objective 
performance evaluation, and alignment of 
individual contributions with strategic busi-
ness objectives. Outstanding performance 
is recognized and rewarded through a 
performance-based incentive system.

These strategic investments in human capi-
tal continue to generate measurable busi-
ness value. As of June 30, 2026, Zemen 
Bank maintained the highest workforce 
productivity in the Ethiopian banking indus-
try, recording productivity levels that were 
more than twice those of its nearest com-
petitor. This achievement reflects the Bank's 
disciplined talent management practices, 
strong performance culture, and continued 
investment in employee capability.

Omni-Channel Banking operation 

Guided by our commitment to custom-
er-centricity, during the 2025/26 financial 
year, the Bank significantly strengthened its 
Omni channel banking ecosystem through 
infrastructure upgrades and customer-fo-
cused digital and physical service enhance-
ments.

ATM & POS Networks: The ATM network 
grew to 385 terminals with 85 newly 
deployed units, processing 2.44 million 
domestic transactions worth Birr 4.61 
billion and 109,546 international transac-
tions valued at USD 6.1 million. The POS 
terminal network expanded to 1,500 units, 
managing 491,098 domestic transactions 
totaling Birr 1.5 billion and 322,797 inter-
national transactions valued at USD 15.97 
million. This expansion not only enhances 
customer convenience and expanded 
customer access to easy transaction services 
but also contributes to merchant business 
growth, increased financial inclusion, and 
the development of Ethiopia's digital pay-
ments ecosystem.

Specialized Corporate Solutions
 
Recognizing that exceptional banking 
extends beyond traditional branch services, 
the Bank continued to enhance its Doorstep 
Banking Service. Doorstep banking con-
ducted 2,500 customer visits, successfully 
collecting over Birr 441 million in cash and 
Birr 273.6 million in cheques. Onsite payroll 
services completed 120 visits, distributing 
more than Birr 1.9 billion in salaries to 
246,601 employees. This improved opera-
tional efficiency for corporate clients by 
reducing cash-handling risks, saving valu-
able time, and enabling businesses to focus 
on their core operations.

Digital and E-Banking Services

Internet and mobile banking subscriptions 
grew to 256,249, facilitating over 1.45 
million transactions valued in excess of Birr 
22.2 billion. Key digital upgrades included 
UI/UX platform enhancements and the 
introduction of the secure, paperless Green 

PIN-by-SMS system replacing the traditional 
paper-based PIN mailer. These improve-
ments have simplified customer journeys, 
increased service accessibility, and laid a 
strong foundation for the introduction of 
additional digital capabilities in the coming 
years.

Payment Card Personalization 

The PCI DSS-certified Card Personalization 
Bureau grew the total debit cardholder 
base to over 174,006 and issued a wide 
range of payment cards, including local 
debit cards, International Prepaid Platinum 
Travel MasterCard cards, local prepaid and 
gift cards, as well as personalized co-brand-
ed cards in collaboration with corporate 
partners. This strategic infrastructure 
enables the secure and timely issuance of 
payment cards, significantly improving 
efficiency and customer experience.

School Payment and Management 
System

Meanwhile, the School Payment and Man-
agement System served over 30,000 
students across more than 82,052 transac-
tions valued at over ETB 585.7 million. By 
modernizing tuition fee collection and 
automating key school administration 
processes, the solution has reduced admin-
istrative burdens, improved financial trans-
parency, and enhanced operational 
efficiency, enabling schools to devote 
greater time and resources to their core 
mission of teaching and learning.

Chart 1 - Deposit Trend 2021-2025 (Birr in 
billion)
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Chart 2 - Net Loan & Advances Trend 2021-
2025(Birr in billion)

CHART 2Net Loan & Advances Trend 2022-2026
(Birr in billion)
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CHART 3Forex Inflow Trend 2022 – 2026
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Information Technology and digitiza-
tion
 
During the 2025/26 fiscal year, the Bank 
made significant progress in advancing its 
digital transformation agenda through stra-
tegic investments in information technolo-
gy, cyber-security, digital banking, opera-
tional excellence, and innovation.

A major milestone during the year was the 
strengthening of the Bank's cyber-security 
capabilities to safeguard its information 
assets, digital services, and customer data 
against the evolving cyber threat landscape. 
These efforts culminated in the successful 
achievement of ISO/IEC 27001:2022 Infor-
mation Security Management System 
(ISMS) Certification, demonstrating the 
Bank's commitment to internationally 
recognized best practices for information 
security, regulatory compliance, and the 
protection of customer information. This 
achievement further enhances stakeholder 
confidence and reinforces the Bank's posi-
tion as a secure and trusted financial institu-
tion.

The Bank also made substantial investments 
in modernizing its digital banking ecosys-
tem. Significant enhancements were made 
to the Mobile Banking and Internet Banking 
platforms to provide customers with faster, 
more secure banking services. To improve 
operational efficiency, the Bank accelerated 
the automation of internal business 
processes across multiple functional areas. 
Several manual processes were digitized 
and automated, reducing turnaround time, 
improving operational accuracy, strength-
ening internal controls, and enhancing 
service delivery.

 
Recognizing the importance of collabora-
tion within the digital financial ecosystem, 
the Bank also undertook several strategic 
ecosystem integration initiatives during the 
year. Through integration with payment 
systems, FinTech partners, and third-party 
service providers, the Bank expanded the 
accessibility of its financial services and 
enabled customers to seamlessly interact 
with a broader digital ecosystem. 

The Bank continued to leverage both inter-
nal technology expertise and strategic part-
nerships to develop innovative digital solu-
tions, modernize applications, automate 
operations, and enhance service quality. 

Collectively, these initiatives significantly 
strengthened the Bank's technology capa-
bilities, enhanced customer confidence in 
digital banking services, improved opera-
tional efficiency, reinforced cyber resilience, 
and positioned the Bank to compete effec-
tively within Ethiopia's rapidly evolving 
financial services landscape.

Risk Management and Compliance

To safeguard institutional integrity and 
comply with global regulatory standards, 
the Bank embeds proactive risk manage-
ment across all operations. We continuous-
ly assess and mitigate financial and non-fi-
nancial risks through dynamic system 
enhancements. Our compliance framework 
is anchored by strict AML/CTF controls.

ESG

Zemen Bank in collaboration with EIB has 
successfully completed the strategic Techni-
cal Assistance (TA) program on green 

financing systems. This foundational sup-
port has built institutional knowledge across 
the bank, engaging the Board of Directors 
as well as key credit, risk, audit, and ESG 
teams, and achieved several critical 
outcomes:
• Enhanced the bank's sustainability plan-

ning, tracking, and reporting on climate 
issues, ensuring alignment with IFRS S2 
disclosure standards.

• Conducted intensive Training programs 
on climate risk assessment and green 
financing to embed capacity across mul-
tiple bank units.

• Continued a comprehensive portfolio 
assessment of the bank’s baseline expo-
sure and its long-term contribution to 
climate change.

• Created practical, operational-level tools 
to evaluate green lending, and gen-
der-inclusion criteria to benefit women, 
alongside upgraded Environmental & 
Social (E&S) risk assessment procedures.

Building on these achievements, the part-
nership is now transitioning into its highly 
anticipated operational phase. The EIB and 
Zemen Bank have finalized an equal co-fi-
nancing agreement to launch a credit line 
for green SME agribusinesses. 

Corporate Governance 

To guarantee efficient management over-
sight and seamless business operations, 
Zemen Bank has put in place a robust 
corporate governance system. The Board of 
Directors is supported by key standing com-
mittees encompassing Audit, Risk & Compli-
ance, Nomination and remuneration, 
Credit, and Strategy & Corporate Develop-
ment, Information technology  that rigor-

ously oversight  plan and actual perfor-
mance of the bank , compliance to Direc-
tives and  polices ,business and  strategic 
and  operational  matters . In today’s 
dynamic environment, building a great 
institution requires governance agents and 
drivers who are wise, complementary, 
forward-looking, and capable of under-
standing diverse perspectives. It also 
demands a firm commitment to public 
accountability, the ability to sustain con-
structive and dynamic boardroom conversa-
tions, and a disciplined approach to plan-
ning and measuring corporate governance 
processes and practices. By embedding 
these principles, Zemen Bank continues to 
strengthen its position as a leader in the 
financial sector and a model within the 
national ecosystem — going beyond tradi-
tional financial and non-financial perfor-
mance measurement.In this spirit, the Bank 
took significant steps during the year to 
elevate the Board’s competency on sustain-
ability matters through two dedicated train-
ing sessions focused on the National Bank 
of Ethiopia’s (NBE) sustainability require-
ments, climate risk management, transition 
planning, and green financing. These initia-
tives ensure our leadership remains at the 
forefront of industry best practices. In align-
ment with NBE directives, we continue to 
uphold the highest standards of account-
ability, transparency, and ethical conduct.

Corporate Social Responsibility

Zemen Bank's commitment to community 
welfare has been demonstrated through 
impactful Corporate Social Responsibility 
(CSR) initiatives. Our CSR contributions 
totaled Birr 33.8 million this year. Beyond 
financial contributions, our community 

engagement encompassed the plantation 
of 6,000 seedlings, in-kind support, a blood 
donation drive, and a significant education-
al initiative providing financial literacy train-
ing to students across four secondary 
schools and one elementary school. These 
efforts underscore our unwavering commit-
ment to fostering inclusive and sustainable 
growth.

Way Forward

Looking ahead, Zemen Bank will continue to 
pursue excellence by strengthening its com-
petitive position, advancing digital and 
cyber capabilities, developing its people, 
and contributing positively to the broader 
economy. Priority areas include human-cap-
ital development, cyber-security and digital 
trust, and positioning the Bank for a more 
open and competitive financial sector. The 
Bank has begun preparation for the next 
strategic planning  process in agile frame-
work . With solid capital, strong profitabili-
ty, expanding digital reach and a clear stra-
tegic direction, the Board looks to the future 
with confidence and remains fully commit-
ted to protecting the progress achieved and 
to driving Zemen Bank’s continued sustain-
able growth for the benefit of shareholders, 
customers, employees and the nation.

Human Capital Development
 
We believe that professional growth drives 
operational success. A skilled and efficient 
workforce is essential to the Bank’s 
long-term success and service delivery. To 
maximize productivity and employee poten-
tial, we place deliberate emphasis on 
nurturing talent at every stage. By expand-
ing our training programs, clarifying career 

progression, and building robust succes-
sion frameworks, we foster a culture of 
commitment and continuous learning. Ulti-
mately, this empowers our employees to be 
proactive, customer-focused, and highly 
competent ambassadors of the Bank.

Strengthening Cyber-security and 
Digital Trust

The Bank will continue building on its 
achievement of ISO/IEC 27001:2022 certifi-
cation by continuously improving its Infor-
mation Security Management System, 
enhancing cyber resilience, investing in 
advanced security technologies, strength-
ening cyber threat detection and response 
capabilities, and promoting a strong securi-
ty culture across the organization.

The Bank will also continue investing in the 
modernization of its digital banking plat-
forms to deliver secure, seamless, and 
customer-centric banking experiences. 
Future initiatives will focus on expanding 
Mobile Banking and Internet Banking capa-
bilities, enhancing digital onboarding and 
self-service services, increasing digital pay-
ment options, and broadening ecosystem 
integrations with FinTechs, payment plat-
forms, government services, and other stra-
tegic partners to create a more connected 
digital banking experience.

Positioning the Bank for the Future

As Ethiopia's financial sector becomes 
increasingly digital and competitive, the 
Bank will continue leveraging technology 
as a strategic differentiator. By investing in 
innovation, strengthening strategic part-

nerships, adopting emerging technologies, 
and continuously developing employee 
capabilities, the Bank aims to deliver secure, 
resilient, and innovative financial services 
that meet evolving customer expectations 
while contributing to Ethiopia's digital econ-
omy.
Through these strategic initiatives, the Bank 
remains committed to building a secure, 
resilient, technology-driven, and custom-
er-centric financial institution that delivers 
sustainable value to customers, sharehold-
ers, employees, and the communities it 
serves.

Strategy

During the fiscal year, the Bank undertook a 
comprehensive strategy review and corpo-
rate score card realignment to ensure con-
tinued relevance and competitiveness in a 
rapidly evolving financial landscape. 
Although the 2025/26 fiscal year represents 
the fourth year of implementing the Bank's 
five-year strategic plan, the Bank has set a 
plan of preparation for the next strategic 
planning cycle. 

Overall, The Bank remains committed to 
continuously investing in modern technolo-
gies, expanding its Omni-channel capabili-
ties, and delivering innovative financial solu-
tions that anticipate evolving customer 
needs. Through sustained digital transfor-
mation, strengthened payment infrastruc-
ture, and customer-focused service innova-
tion, the Bank is well positioned to provide a 
secure, seamless, and differentiated banking 
experience while creating long-term value 
for its customers, shareholders, and the 
communities it serves.
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Macro-Economic Developments

Global growth is projected to slow from 3.5 
percent in 2025 to 3.0 percent in 2026 
amid heightened geopolitical tensions, 
trade disruptions, and elevated energy 
prices before recovering to 3.4 percent in 
2027. According to the IMF's July 2026 
World Economic Outlook Update, growth 
in emerging markets and developing econ-
omies is expected to moderate to 3.8 
percent in 2026, while global trade volume 
growth is projected to slow from 5.0 
percent in 2025 to 3.5 percent in 2026 as 
tariffs, supply chain adjustments, and trade 
uncertainties weigh on global commerce. 
Global headline inflation is projected to 
increase from 4.1 percent in 2025 to 4.7 
percent in 2026 before easing to 3.9 
percent in 2027.

In Sub-Saharan Africa, economic growth is 
expected to remain broadly stable at 4.3 
percent in 2026 before improving to 4.5 
percent in 2027, supported by macroeco-
nomic stabilization and reform efforts 
despite continued global uncertainties.

Domestically, Ethiopia is expected to main-
tain strong economic momentum despite 
ongoing structural challenges. The govern-
ment projects 10.1 percent GDP growth for 
FY2026/27, following an estimated 10.2 
percent expansion in FY2025/26, while the 

IMF forecasts growth of 7.9 percent for 
FY2026/27. Export earnings reached a 
record USD 10.7 billion during FY2025/26, 
and foreign direct investment increased to 
USD 4.32 billion, reflecting continued 
investor confidence and the impact of mac-
roeconomic reforms. Following the transi-
tion to a market-based exchange rate, the 
average exchange rate increased from ETB 
135.37/USD to ETB 158.05/USD, represent-
ing an annual depreciation of 16.75 
percent. Meanwhile, headline inflation rose 
to 13.4 percent in May 2026, prompting 
the National Bank of Ethiopia to maintain a 
tight monetary policy stance to preserve 
macroeconomic stability. 

Although the global outlook remains sub-
ject to significant geopolitical and trade-re-
lated risks, Ethiopia's strong economic 
growth, record export performance, 
increasing foreign investment, and ongoing 
structural reforms provide a favorable 
outlook. These developments are expected 
to strengthen investor confidence, support 
private sector expansion, enhance foreign 
exchange inflows, and create opportunities 
for banks to mobilize deposits, expand 
lending, increase trade finance activities, 
and diversify non-interest income while 
maintaining prudent liquidity and risk man-
agement.

Zemen Bank’s Performance Highlights

Operating within a dynamic policy and 
regulatory environment, and amid geopo-
litical uncertainties and intensifying compe-
tition, Zemen Bank delivered another year 
of robust growth expanding its balance 
sheet, strengthening its capital base and 
achieving record profitability. This perfor-
mance reflects the Bank’s ability to turn the 
evolving policy landscape into an opportu-
nity for disciplined growth, operational 
excellence and long-term value creation.

Financial Sector Developments

As of June 30, 2026, Ethiopia's banking 
industry comprised 32 commercial banks 
navigating a transforming macro-financial 
landscape under ongoing structural 
reforms. Industry-wide deposits reached 
Birr 4.83 trillion, reflecting a robust 37.8 
percent year-on-year increase driven by 
digital channel expansion and savings 
mobilization. Total outstanding loans 
reached Birr 3.42 trillion, representing a 
dramatic 24.9 percent year-on-year growth 
to support key economic sectors. Conse-
quently, total banking industry assets rose 
to Birr 6.35 trillion, up 35.9 percent from 
the previous year, solidifying the sector's 
role in driving national economic growth.

Throughout the year, to anchor inflation 
within the NBE's monetary policy frame-
work, the National Bank of Ethiopia main-
tained the central bank policy rate at 15 
percent and kept the private-sector credit 
growth cap at 24 percent as of June 30, 
2026. Simultaneously, the NBE increased 
the reserve requirement ratio by 3 percent-
age points to 10 percent, granting a 

3-to-6-month window for compliance. The 
official removal of the mandatory 7 percent 
minimum deposit rate floor now allows 
market-driven pricing through flexible 
negotiation between depositors and banks.
 
Furthermore, FX liberalization under Direc-
tive FXD/04/2026 significantly simplifies 
profit repatriation, introduces forward con-
tracts, and eases FX access for individuals 
and commercial enterprises, signaling a 
shift toward a market-determined 
exchange rate regime.

While the repeal of mandatory T-bond 
purchase requirements permanently eases 
structural liquidity pressure on private com-
mercial banks, the binding credit growth 
cap challenged credit availability and insti-
tutional liquidity, emphasizing the need for 
proactive balance-sheet and asset-liability 
management. Externally, the successful 
launch of the Ethiopian Securities Exchange 
(ESX) in January 2025 represents a pivotal 
step toward capital market development, 
enabling long-term debt and equity financ-
ing. Finally, the landmark Banking Business 
Proclamation No. 1360/2025 permits 
foreign entry through subsidiaries, branch-
es, equity stakes, or representative offices, a 
major liberalization milestone that will drive 
competition, technological innovation, and 
foreign investment across the Ethiopian 
banking landscape.

Deposits

By June 2026, Zemen Bank achieved a 
major milestone, reaching ETB 85 billion in 
total outstanding deposits, an impressive 
32 percent increase (ETB 20.6 billion) com-
pared to the previous year. This perfor-
mance stands out against a tight regulatory 

challenge and broader geopolitical hurdles. 
The Bank's disciplined focus on deposit 
gathering, coupled with a targeted physical 
network growth that now spans 142 
branches, enabled it to grow its customer 
base to 394,955 account holders.

     

Loans & Advances

Navigating the National Bank of Ethiopia’s 
mandatory 24 percent credit growth cap, 
Zemen Bank successfully expanded its net 
loan and advances portfolio to ETB 51.7 
billion during the fiscal year. The Bank regis-
tered an additional ETB 10.2 billion in loans 
and advances, representing a 24.6 percent 
increase compared to the previous year. This 
performance underscores the Bank's 
prudent credit management and its contin-
ued commitment to supporting the financ-
ing needs of customers within the regulato-
ry framework.

 

The Bank maintained strong asset quality, 
keeping its Non-Performing Loan (NPL) 
ratio well below the regulatory threshold. 
As of June 30, 2026, the NPL ratio stood at 
2.48 percent, comfortably below both the 
NBE's limit of 5 percent and the Bank's own 
stricter internal benchmark of 4 percent. 
This performance reflects the Bank's robust 
credit risk management, effective loan 
monitoring, and commitment to sound 
financial health.

International Banking

Foreign exchange mobilization hit a key 
milestone this fiscal year, with the Bank 
securing USD 698 million through its inter-
national banking operations. Reaffirming 
international banking as a vital income 
driver. This solid performance highlights 
the Bank's ongoing focus on bolstering 
trade finance, accelerating remittance 
flows, and leveraging robust global bank-
ing relationships to drive foreign currency 
inflows.

 

Financial Performance
Total Asset

Zemen Bank closed the fiscal year on June 
30, 2026, with a significantly expanded 
balance sheet, reaching ETB 116.5 billion in 

total assets, a remarkable 31.9 percent 
year-on-year growth that highlights its 
accelerating financial capacity.

Loan and advance served as the primary 
growth engine, with net loans and advanc-
es dominating the asset structure at 44.4 
percent of total assets. This core portfolio 
was balanced by foreign bank deposits and 
placements (25.7 percent) and cash 
reserves maintained with the National Bank 
of Ethiopia (11.4 percent).

Throughout the period, the Bank main-
tained exceptional financial resilience, 
ending the year with a liquidity ratio com-
fortably exceeding the statutory 15 percent 
minimum, reflecting a disciplined, 
forward-looking approach to liquidity risk 
management.

 

Total Liability

Deposits remain the largest component of 
the bank's liabilities, representing a signifi-
cant portion of total liabilities on the 
balance sheet. During the fiscal year ended 
June 30, 2026, deposits recorded steady 
and substantial growth, reflecting prudent 
expansion amid prevailing economic condi-
tions. As a result, the bank's total liabilities 

reached ETB 90.6 billion by the end of the 
fiscal year, marking a notable increase com-
pared to the previous year. This perfor-
mance underscores the Bank's capacity to 
strengthen its funding base despite external 
challenges.

 

Capital

As of June 30, 2026, the Bank's total capital 
reached Birr 25.9 billion, marking a remark-
able year-on-year growth of 40.8 percent. 
This increase was primarily driven by strong 
growth in the Bank's core capital compo-
nents. The Bank’s paid-up capital stood at 
Birr 14.29 billion, reflecting an increase of 
Birr 4.9 billion or 52 percent compared to 
the previous year.

Moreover, the Bank maintained a robust 
capital adequacy ratio of 40 percent, 
significantly surpassing the regulatory mini-
mum requirement of 8 percent, underscor-
ing its strong financial resilience and capac-
ity to support sustainable growth.

Income

As of June 2026, the Bank's total income 
reached Birr 17.9 billion, reflecting a 
remarkable 24 percent growth compared 
to the same period last year and exceeding 
the annual target.

 

The main driver of this income was interest 
revenue, which accounted for Birr 10.15 
billion or nearly 57 percent of the total. 
Service charges and commissions contribut-
ed Birr 5.1 billion (28.5 percent), while net 
earnings from foreign exchange transac-
tions amounted to Birr 2.4 billion (13 
percent). The remaining Birr 273.1 million 
(1.5 percent) came from other sources of 
income.

 

Expenditure

During the fiscal year, the Bank's total 
expenses reached Birr 8.58 billion, repre-
senting an increase of Birr 2.4 billion (38.4 
percent) compared to the previous year. 
Despite this rise, expenditures remained 
below the approved annual budget, under-
scoring the Bank's effective cost manage-
ment.

A detailed analysis of the Bank's cost struc-
ture shows that interest expenses constitut-
ed the largest portion, totaling Birr 3.6 
billion (42 percent). This was followed by 
salary and employee benefits which 
amounted to Birr 2.7 billion (31 percent). 
General operating expenses accounted for 
Birr 1.8 billion (21 percent), while deprecia-
tion and amortization expenses represent-
ed Birr 505.5 million (6 percent).

 

Earning

In the concluded fiscal year, Zemen Bank 
recorded a gross profit of Birr 9.97 billion 
before depreciation and provisions, mark-
ing a substantial increase of Birr 882.7 
million (9.7 percent) compared to the previ-
ous year. This performance translates to 
108 percent of the fiscal year's planned 
target. Net profit for the period reached Birr 
6.75 billion, surpassing last year's figure by 
Birr 885.9 million, equivalent to a 15 
percent growth. 

 
 

Financial Soundness Indicators

Zemen Bank demonstrated strong perfor-
mance across three key financial indicators 
- Earnings Per Share (EPS), Return on Aver-
age Assets (ROAA), and Return on Average 
Equity (ROAE) - underscoring effective 
management and solid financial health.

Earning Per Share (EPS) – As of June 
2026, the Bank reported a profit after tax of 
Birr 6.75 billion, resulting in an EPS of 53.9 
percent. This level remains among the high-
est in the industry and well above the past 
five year average of 48.26%, reflecting 
Zemen Bank's consistent ability to generate 
exceptional value for its shareholders

Return on Average Assets (ROAA) – The 
Bank achieved an impressive Return on 
Average Assets of 6.6 percent, significantly 
higher than its five-year average of 5.21 
percent. This result demonstrates the bank's 
strong efficiency in leveraging its assets for 
profitability. Moreover, it far exceeds the 
average ROAA reported by private banks, 
highlighting Zemen Bank's superior perfor-
mance.
 
 

Return on Average Equity (ROAE) - The 
Bank achieved a ROAE of 37.8% for the 
year, significantly exceeding its five-year 
average of 30.65%. This strong perfor-
mance demonstrates the Bank's enhanced 
ability to generate higher returns for its 
shareholders.

Proposed Dividend payouts

After deducting appropriate tax, legal 
reserves, and Board remuneration from the 
gross profit, a net profit of Birr 4.571 billion 
was transferred to retained earnings.

The Board of Directors proposes Birr 
2,072,447,425.24 to be distributed to 
shareholders as dividend payment and the 
remaining balance kept in the retained 
earnings account. Based on the year-aver-
age.

Other Business Developments

Zemen Bank achieved remarkable progress 
during the fiscal year, with strong perfor-
mance not only in terms of financial metrics 
but also in overall operations, leading to 
exceptional growth.

Interest free Banking (IFB)

Zemen Bank commenced Interest-Free 
Banking (IFB) operations on June 25, 2026. 
As the IFB operations commenced only 
during the final days of the reporting 
period, the Bank did not prepare audited 
financial statements specifically for its IFB 
operations for the year ended June 30, 

2026; accordingly, financial information 
relating to IFB assets, liabilities, income, 
expenses, cash flows, and changes in equity 
has not been presented in this report. The 
Board is currently evaluating the appropri-
ate course of action to ensure compliance 
with applicable statutory, regulatory, and 
financial reporting requirements, and users 
of this report should therefore not regard 
the information presented herein as a sub-
stitute for a complete set of financial state-
ments prepared in accordance with the 
applicable financial reporting framework.

Human Capital Development

The Bank firmly believes that its people are 
its most valuable asset and remains commit-
ted to building a high-performing work-
force through continuous learning, talent 
development, and merit-based career 
advancement. This commitment enables 
employees to realize their full potential 
while delivering superior customer experi-
ences and creating sustainable long-term 
value for shareholders and other stakehold-
ers.

Consistent with its talent strategy, the Bank 
continued to attract, develop, and retain 
high-caliber professionals. During the fiscal 
year, 140 employees joined the Bank, 
including 29 fresh graduates. Consequently, 
the Bank's permanent workforce reached 
1,893 employees as of June 30, 2026 with a 
modest increase from previous year.  

The Bank also continued to prioritize inter-
nal talent development by creating oppor-
tunities for career growth and mobility. 

During the year, 7,770 employees partici-
pated in a broad range of technical, behav-
ioral, leadership, succession, and career 
development programs. To further 
strengthen its learning culture and support 
continuous professional development, the 
Bank partnered with LinkedIn Learning, 
providing 800 employees with access to 
internationally recognized digital learning 
resources and professional development 
content. 

The Bank remains committed to fostering a 
high-performance culture through a robust 
performance management framework that 
emphasizes continuous feedback, objective 
performance evaluation, and alignment of 
individual contributions with strategic busi-
ness objectives. Outstanding performance 
is recognized and rewarded through a 
performance-based incentive system.

These strategic investments in human capi-
tal continue to generate measurable busi-
ness value. As of June 30, 2026, Zemen 
Bank maintained the highest workforce 
productivity in the Ethiopian banking indus-
try, recording productivity levels that were 
more than twice those of its nearest com-
petitor. This achievement reflects the Bank's 
disciplined talent management practices, 
strong performance culture, and continued 
investment in employee capability.

Omni-Channel Banking operation 

Guided by our commitment to custom-
er-centricity, during the 2025/26 financial 
year, the Bank significantly strengthened its 
Omni channel banking ecosystem through 
infrastructure upgrades and customer-fo-
cused digital and physical service enhance-
ments.

ATM & POS Networks: The ATM network 
grew to 385 terminals with 85 newly 
deployed units, processing 2.44 million 
domestic transactions worth Birr 4.61 
billion and 109,546 international transac-
tions valued at USD 6.1 million. The POS 
terminal network expanded to 1,500 units, 
managing 491,098 domestic transactions 
totaling Birr 1.5 billion and 322,797 inter-
national transactions valued at USD 15.97 
million. This expansion not only enhances 
customer convenience and expanded 
customer access to easy transaction services 
but also contributes to merchant business 
growth, increased financial inclusion, and 
the development of Ethiopia's digital pay-
ments ecosystem.

Specialized Corporate Solutions
 
Recognizing that exceptional banking 
extends beyond traditional branch services, 
the Bank continued to enhance its Doorstep 
Banking Service. Doorstep banking con-
ducted 2,500 customer visits, successfully 
collecting over Birr 441 million in cash and 
Birr 273.6 million in cheques. Onsite payroll 
services completed 120 visits, distributing 
more than Birr 1.9 billion in salaries to 
246,601 employees. This improved opera-
tional efficiency for corporate clients by 
reducing cash-handling risks, saving valu-
able time, and enabling businesses to focus 
on their core operations.

Digital and E-Banking Services

Internet and mobile banking subscriptions 
grew to 256,249, facilitating over 1.45 
million transactions valued in excess of Birr 
22.2 billion. Key digital upgrades included 
UI/UX platform enhancements and the 
introduction of the secure, paperless Green 

PIN-by-SMS system replacing the traditional 
paper-based PIN mailer. These improve-
ments have simplified customer journeys, 
increased service accessibility, and laid a 
strong foundation for the introduction of 
additional digital capabilities in the coming 
years.

Payment Card Personalization 

The PCI DSS-certified Card Personalization 
Bureau grew the total debit cardholder 
base to over 174,006 and issued a wide 
range of payment cards, including local 
debit cards, International Prepaid Platinum 
Travel MasterCard cards, local prepaid and 
gift cards, as well as personalized co-brand-
ed cards in collaboration with corporate 
partners. This strategic infrastructure 
enables the secure and timely issuance of 
payment cards, significantly improving 
efficiency and customer experience.

School Payment and Management 
System

Meanwhile, the School Payment and Man-
agement System served over 30,000 
students across more than 82,052 transac-
tions valued at over ETB 585.7 million. By 
modernizing tuition fee collection and 
automating key school administration 
processes, the solution has reduced admin-
istrative burdens, improved financial trans-
parency, and enhanced operational 
efficiency, enabling schools to devote 
greater time and resources to their core 
mission of teaching and learning.

-
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Information Technology and digitiza-
tion
 
During the 2025/26 fiscal year, the Bank 
made significant progress in advancing its 
digital transformation agenda through stra-
tegic investments in information technolo-
gy, cyber-security, digital banking, opera-
tional excellence, and innovation.

A major milestone during the year was the 
strengthening of the Bank's cyber-security 
capabilities to safeguard its information 
assets, digital services, and customer data 
against the evolving cyber threat landscape. 
These efforts culminated in the successful 
achievement of ISO/IEC 27001:2022 Infor-
mation Security Management System 
(ISMS) Certification, demonstrating the 
Bank's commitment to internationally 
recognized best practices for information 
security, regulatory compliance, and the 
protection of customer information. This 
achievement further enhances stakeholder 
confidence and reinforces the Bank's posi-
tion as a secure and trusted financial institu-
tion.

The Bank also made substantial investments 
in modernizing its digital banking ecosys-
tem. Significant enhancements were made 
to the Mobile Banking and Internet Banking 
platforms to provide customers with faster, 
more secure banking services. To improve 
operational efficiency, the Bank accelerated 
the automation of internal business 
processes across multiple functional areas. 
Several manual processes were digitized 
and automated, reducing turnaround time, 
improving operational accuracy, strength-
ening internal controls, and enhancing 
service delivery.

 
Recognizing the importance of collabora-
tion within the digital financial ecosystem, 
the Bank also undertook several strategic 
ecosystem integration initiatives during the 
year. Through integration with payment 
systems, FinTech partners, and third-party 
service providers, the Bank expanded the 
accessibility of its financial services and 
enabled customers to seamlessly interact 
with a broader digital ecosystem. 

The Bank continued to leverage both inter-
nal technology expertise and strategic part-
nerships to develop innovative digital solu-
tions, modernize applications, automate 
operations, and enhance service quality. 

Collectively, these initiatives significantly 
strengthened the Bank's technology capa-
bilities, enhanced customer confidence in 
digital banking services, improved opera-
tional efficiency, reinforced cyber resilience, 
and positioned the Bank to compete effec-
tively within Ethiopia's rapidly evolving 
financial services landscape.

Risk Management and Compliance

To safeguard institutional integrity and 
comply with global regulatory standards, 
the Bank embeds proactive risk manage-
ment across all operations. We continuous-
ly assess and mitigate financial and non-fi-
nancial risks through dynamic system 
enhancements. Our compliance framework 
is anchored by strict AML/CTF controls.

ESG

Zemen Bank in collaboration with EIB has 
successfully completed the strategic Techni-
cal Assistance (TA) program on green 

financing systems. This foundational sup-
port has built institutional knowledge across 
the bank, engaging the Board of Directors 
as well as key credit, risk, audit, and ESG 
teams, and achieved several critical 
outcomes:
• Enhanced the bank's sustainability plan-

ning, tracking, and reporting on climate 
issues, ensuring alignment with IFRS S2 
disclosure standards.

• Conducted intensive Training programs 
on climate risk assessment and green 
financing to embed capacity across mul-
tiple bank units.

• Continued a comprehensive portfolio 
assessment of the bank’s baseline expo-
sure and its long-term contribution to 
climate change.

• Created practical, operational-level tools 
to evaluate green lending, and gen-
der-inclusion criteria to benefit women, 
alongside upgraded Environmental & 
Social (E&S) risk assessment procedures.

Building on these achievements, the part-
nership is now transitioning into its highly 
anticipated operational phase. The EIB and 
Zemen Bank have finalized an equal co-fi-
nancing agreement to launch a credit line 
for green SME agribusinesses. 

Corporate Governance 

To guarantee efficient management over-
sight and seamless business operations, 
Zemen Bank has put in place a robust 
corporate governance system. The Board of 
Directors is supported by key standing com-
mittees encompassing Audit, Risk & Compli-
ance, Nomination and remuneration, 
Credit, and Strategy & Corporate Develop-
ment, Information technology  that rigor-

ously oversight  plan and actual perfor-
mance of the bank , compliance to Direc-
tives and  polices ,business and  strategic 
and  operational  matters . In today’s 
dynamic environment, building a great 
institution requires governance agents and 
drivers who are wise, complementary, 
forward-looking, and capable of under-
standing diverse perspectives. It also 
demands a firm commitment to public 
accountability, the ability to sustain con-
structive and dynamic boardroom conversa-
tions, and a disciplined approach to plan-
ning and measuring corporate governance 
processes and practices. By embedding 
these principles, Zemen Bank continues to 
strengthen its position as a leader in the 
financial sector and a model within the 
national ecosystem — going beyond tradi-
tional financial and non-financial perfor-
mance measurement.In this spirit, the Bank 
took significant steps during the year to 
elevate the Board’s competency on sustain-
ability matters through two dedicated train-
ing sessions focused on the National Bank 
of Ethiopia’s (NBE) sustainability require-
ments, climate risk management, transition 
planning, and green financing. These initia-
tives ensure our leadership remains at the 
forefront of industry best practices. In align-
ment with NBE directives, we continue to 
uphold the highest standards of account-
ability, transparency, and ethical conduct.

Corporate Social Responsibility

Zemen Bank's commitment to community 
welfare has been demonstrated through 
impactful Corporate Social Responsibility 
(CSR) initiatives. Our CSR contributions 
totaled Birr 33.8 million this year. Beyond 
financial contributions, our community 

engagement encompassed the plantation 
of 6,000 seedlings, in-kind support, a blood 
donation drive, and a significant education-
al initiative providing financial literacy train-
ing to students across four secondary 
schools and one elementary school. These 
efforts underscore our unwavering commit-
ment to fostering inclusive and sustainable 
growth.

Way Forward

Looking ahead, Zemen Bank will continue to 
pursue excellence by strengthening its com-
petitive position, advancing digital and 
cyber capabilities, developing its people, 
and contributing positively to the broader 
economy. Priority areas include human-cap-
ital development, cyber-security and digital 
trust, and positioning the Bank for a more 
open and competitive financial sector. The 
Bank has begun preparation for the next 
strategic planning  process in agile frame-
work . With solid capital, strong profitabili-
ty, expanding digital reach and a clear stra-
tegic direction, the Board looks to the future 
with confidence and remains fully commit-
ted to protecting the progress achieved and 
to driving Zemen Bank’s continued sustain-
able growth for the benefit of shareholders, 
customers, employees and the nation.

Human Capital Development
 
We believe that professional growth drives 
operational success. A skilled and efficient 
workforce is essential to the Bank’s 
long-term success and service delivery. To 
maximize productivity and employee poten-
tial, we place deliberate emphasis on 
nurturing talent at every stage. By expand-
ing our training programs, clarifying career 

progression, and building robust succes-
sion frameworks, we foster a culture of 
commitment and continuous learning. Ulti-
mately, this empowers our employees to be 
proactive, customer-focused, and highly 
competent ambassadors of the Bank.

Strengthening Cyber-security and 
Digital Trust

The Bank will continue building on its 
achievement of ISO/IEC 27001:2022 certifi-
cation by continuously improving its Infor-
mation Security Management System, 
enhancing cyber resilience, investing in 
advanced security technologies, strength-
ening cyber threat detection and response 
capabilities, and promoting a strong securi-
ty culture across the organization.

The Bank will also continue investing in the 
modernization of its digital banking plat-
forms to deliver secure, seamless, and 
customer-centric banking experiences. 
Future initiatives will focus on expanding 
Mobile Banking and Internet Banking capa-
bilities, enhancing digital onboarding and 
self-service services, increasing digital pay-
ment options, and broadening ecosystem 
integrations with FinTechs, payment plat-
forms, government services, and other stra-
tegic partners to create a more connected 
digital banking experience.

Positioning the Bank for the Future

As Ethiopia's financial sector becomes 
increasingly digital and competitive, the 
Bank will continue leveraging technology 
as a strategic differentiator. By investing in 
innovation, strengthening strategic part-

nerships, adopting emerging technologies, 
and continuously developing employee 
capabilities, the Bank aims to deliver secure, 
resilient, and innovative financial services 
that meet evolving customer expectations 
while contributing to Ethiopia's digital econ-
omy.
Through these strategic initiatives, the Bank 
remains committed to building a secure, 
resilient, technology-driven, and custom-
er-centric financial institution that delivers 
sustainable value to customers, sharehold-
ers, employees, and the communities it 
serves.

Strategy

During the fiscal year, the Bank undertook a 
comprehensive strategy review and corpo-
rate score card realignment to ensure con-
tinued relevance and competitiveness in a 
rapidly evolving financial landscape. 
Although the 2025/26 fiscal year represents 
the fourth year of implementing the Bank's 
five-year strategic plan, the Bank has set a 
plan of preparation for the next strategic 
planning cycle. 

Overall, The Bank remains committed to 
continuously investing in modern technolo-
gies, expanding its Omni-channel capabili-
ties, and delivering innovative financial solu-
tions that anticipate evolving customer 
needs. Through sustained digital transfor-
mation, strengthened payment infrastruc-
ture, and customer-focused service innova-
tion, the Bank is well positioned to provide a 
secure, seamless, and differentiated banking 
experience while creating long-term value 
for its customers, shareholders, and the 
communities it serves.
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Macro-Economic Developments

Global growth is projected to slow from 3.5 
percent in 2025 to 3.0 percent in 2026 
amid heightened geopolitical tensions, 
trade disruptions, and elevated energy 
prices before recovering to 3.4 percent in 
2027. According to the IMF's July 2026 
World Economic Outlook Update, growth 
in emerging markets and developing econ-
omies is expected to moderate to 3.8 
percent in 2026, while global trade volume 
growth is projected to slow from 5.0 
percent in 2025 to 3.5 percent in 2026 as 
tariffs, supply chain adjustments, and trade 
uncertainties weigh on global commerce. 
Global headline inflation is projected to 
increase from 4.1 percent in 2025 to 4.7 
percent in 2026 before easing to 3.9 
percent in 2027.

In Sub-Saharan Africa, economic growth is 
expected to remain broadly stable at 4.3 
percent in 2026 before improving to 4.5 
percent in 2027, supported by macroeco-
nomic stabilization and reform efforts 
despite continued global uncertainties.

Domestically, Ethiopia is expected to main-
tain strong economic momentum despite 
ongoing structural challenges. The govern-
ment projects 10.1 percent GDP growth for 
FY2026/27, following an estimated 10.2 
percent expansion in FY2025/26, while the 

IMF forecasts growth of 7.9 percent for 
FY2026/27. Export earnings reached a 
record USD 10.7 billion during FY2025/26, 
and foreign direct investment increased to 
USD 4.32 billion, reflecting continued 
investor confidence and the impact of mac-
roeconomic reforms. Following the transi-
tion to a market-based exchange rate, the 
average exchange rate increased from ETB 
135.37/USD to ETB 158.05/USD, represent-
ing an annual depreciation of 16.75 
percent. Meanwhile, headline inflation rose 
to 13.4 percent in May 2026, prompting 
the National Bank of Ethiopia to maintain a 
tight monetary policy stance to preserve 
macroeconomic stability. 

Although the global outlook remains sub-
ject to significant geopolitical and trade-re-
lated risks, Ethiopia's strong economic 
growth, record export performance, 
increasing foreign investment, and ongoing 
structural reforms provide a favorable 
outlook. These developments are expected 
to strengthen investor confidence, support 
private sector expansion, enhance foreign 
exchange inflows, and create opportunities 
for banks to mobilize deposits, expand 
lending, increase trade finance activities, 
and diversify non-interest income while 
maintaining prudent liquidity and risk man-
agement.

Zemen Bank’s Performance Highlights

Operating within a dynamic policy and 
regulatory environment, and amid geopo-
litical uncertainties and intensifying compe-
tition, Zemen Bank delivered another year 
of robust growth expanding its balance 
sheet, strengthening its capital base and 
achieving record profitability. This perfor-
mance reflects the Bank’s ability to turn the 
evolving policy landscape into an opportu-
nity for disciplined growth, operational 
excellence and long-term value creation.

Financial Sector Developments

As of June 30, 2026, Ethiopia's banking 
industry comprised 32 commercial banks 
navigating a transforming macro-financial 
landscape under ongoing structural 
reforms. Industry-wide deposits reached 
Birr 4.83 trillion, reflecting a robust 37.8 
percent year-on-year increase driven by 
digital channel expansion and savings 
mobilization. Total outstanding loans 
reached Birr 3.42 trillion, representing a 
dramatic 24.9 percent year-on-year growth 
to support key economic sectors. Conse-
quently, total banking industry assets rose 
to Birr 6.35 trillion, up 35.9 percent from 
the previous year, solidifying the sector's 
role in driving national economic growth.

Throughout the year, to anchor inflation 
within the NBE's monetary policy frame-
work, the National Bank of Ethiopia main-
tained the central bank policy rate at 15 
percent and kept the private-sector credit 
growth cap at 24 percent as of June 30, 
2026. Simultaneously, the NBE increased 
the reserve requirement ratio by 3 percent-
age points to 10 percent, granting a 

3-to-6-month window for compliance. The 
official removal of the mandatory 7 percent 
minimum deposit rate floor now allows 
market-driven pricing through flexible 
negotiation between depositors and banks.
 
Furthermore, FX liberalization under Direc-
tive FXD/04/2026 significantly simplifies 
profit repatriation, introduces forward con-
tracts, and eases FX access for individuals 
and commercial enterprises, signaling a 
shift toward a market-determined 
exchange rate regime.

While the repeal of mandatory T-bond 
purchase requirements permanently eases 
structural liquidity pressure on private com-
mercial banks, the binding credit growth 
cap challenged credit availability and insti-
tutional liquidity, emphasizing the need for 
proactive balance-sheet and asset-liability 
management. Externally, the successful 
launch of the Ethiopian Securities Exchange 
(ESX) in January 2025 represents a pivotal 
step toward capital market development, 
enabling long-term debt and equity financ-
ing. Finally, the landmark Banking Business 
Proclamation No. 1360/2025 permits 
foreign entry through subsidiaries, branch-
es, equity stakes, or representative offices, a 
major liberalization milestone that will drive 
competition, technological innovation, and 
foreign investment across the Ethiopian 
banking landscape.

Deposits

By June 2026, Zemen Bank achieved a 
major milestone, reaching ETB 85 billion in 
total outstanding deposits, an impressive 
32 percent increase (ETB 20.6 billion) com-
pared to the previous year. This perfor-
mance stands out against a tight regulatory 

challenge and broader geopolitical hurdles. 
The Bank's disciplined focus on deposit 
gathering, coupled with a targeted physical 
network growth that now spans 142 
branches, enabled it to grow its customer 
base to 394,955 account holders.

     

Loans & Advances

Navigating the National Bank of Ethiopia’s 
mandatory 24 percent credit growth cap, 
Zemen Bank successfully expanded its net 
loan and advances portfolio to ETB 51.7 
billion during the fiscal year. The Bank regis-
tered an additional ETB 10.2 billion in loans 
and advances, representing a 24.6 percent 
increase compared to the previous year. This 
performance underscores the Bank's 
prudent credit management and its contin-
ued commitment to supporting the financ-
ing needs of customers within the regulato-
ry framework.

 

The Bank maintained strong asset quality, 
keeping its Non-Performing Loan (NPL) 
ratio well below the regulatory threshold. 
As of June 30, 2026, the NPL ratio stood at 
2.48 percent, comfortably below both the 
NBE's limit of 5 percent and the Bank's own 
stricter internal benchmark of 4 percent. 
This performance reflects the Bank's robust 
credit risk management, effective loan 
monitoring, and commitment to sound 
financial health.

International Banking

Foreign exchange mobilization hit a key 
milestone this fiscal year, with the Bank 
securing USD 698 million through its inter-
national banking operations. Reaffirming 
international banking as a vital income 
driver. This solid performance highlights 
the Bank's ongoing focus on bolstering 
trade finance, accelerating remittance 
flows, and leveraging robust global bank-
ing relationships to drive foreign currency 
inflows.

 

Financial Performance
Total Asset

Zemen Bank closed the fiscal year on June 
30, 2026, with a significantly expanded 
balance sheet, reaching ETB 116.5 billion in 

total assets, a remarkable 31.9 percent 
year-on-year growth that highlights its 
accelerating financial capacity.

Loan and advance served as the primary 
growth engine, with net loans and advanc-
es dominating the asset structure at 44.4 
percent of total assets. This core portfolio 
was balanced by foreign bank deposits and 
placements (25.7 percent) and cash 
reserves maintained with the National Bank 
of Ethiopia (11.4 percent).

Throughout the period, the Bank main-
tained exceptional financial resilience, 
ending the year with a liquidity ratio com-
fortably exceeding the statutory 15 percent 
minimum, reflecting a disciplined, 
forward-looking approach to liquidity risk 
management.

 

Total Liability

Deposits remain the largest component of 
the bank's liabilities, representing a signifi-
cant portion of total liabilities on the 
balance sheet. During the fiscal year ended 
June 30, 2026, deposits recorded steady 
and substantial growth, reflecting prudent 
expansion amid prevailing economic condi-
tions. As a result, the bank's total liabilities 

reached ETB 90.6 billion by the end of the 
fiscal year, marking a notable increase com-
pared to the previous year. This perfor-
mance underscores the Bank's capacity to 
strengthen its funding base despite external 
challenges.

 

Capital

As of June 30, 2026, the Bank's total capital 
reached Birr 25.9 billion, marking a remark-
able year-on-year growth of 40.8 percent. 
This increase was primarily driven by strong 
growth in the Bank's core capital compo-
nents. The Bank’s paid-up capital stood at 
Birr 14.29 billion, reflecting an increase of 
Birr 4.9 billion or 52 percent compared to 
the previous year.

Moreover, the Bank maintained a robust 
capital adequacy ratio of 40 percent, 
significantly surpassing the regulatory mini-
mum requirement of 8 percent, underscor-
ing its strong financial resilience and capac-
ity to support sustainable growth.

Income

As of June 2026, the Bank's total income 
reached Birr 17.9 billion, reflecting a 
remarkable 24 percent growth compared 
to the same period last year and exceeding 
the annual target.

 

The main driver of this income was interest 
revenue, which accounted for Birr 10.15 
billion or nearly 57 percent of the total. 
Service charges and commissions contribut-
ed Birr 5.1 billion (28.5 percent), while net 
earnings from foreign exchange transac-
tions amounted to Birr 2.4 billion (13 
percent). The remaining Birr 273.1 million 
(1.5 percent) came from other sources of 
income.

 

Expenditure

During the fiscal year, the Bank's total 
expenses reached Birr 8.58 billion, repre-
senting an increase of Birr 2.4 billion (38.4 
percent) compared to the previous year. 
Despite this rise, expenditures remained 
below the approved annual budget, under-
scoring the Bank's effective cost manage-
ment.

A detailed analysis of the Bank's cost struc-
ture shows that interest expenses constitut-
ed the largest portion, totaling Birr 3.6 
billion (42 percent). This was followed by 
salary and employee benefits which 
amounted to Birr 2.7 billion (31 percent). 
General operating expenses accounted for 
Birr 1.8 billion (21 percent), while deprecia-
tion and amortization expenses represent-
ed Birr 505.5 million (6 percent).

 

Earning

In the concluded fiscal year, Zemen Bank 
recorded a gross profit of Birr 9.97 billion 
before depreciation and provisions, mark-
ing a substantial increase of Birr 882.7 
million (9.7 percent) compared to the previ-
ous year. This performance translates to 
108 percent of the fiscal year's planned 
target. Net profit for the period reached Birr 
6.75 billion, surpassing last year's figure by 
Birr 885.9 million, equivalent to a 15 
percent growth. 

 
 

Financial Soundness Indicators

Zemen Bank demonstrated strong perfor-
mance across three key financial indicators 
- Earnings Per Share (EPS), Return on Aver-
age Assets (ROAA), and Return on Average 
Equity (ROAE) - underscoring effective 
management and solid financial health.

Earning Per Share (EPS) – As of June 
2026, the Bank reported a profit after tax of 
Birr 6.75 billion, resulting in an EPS of 53.9 
percent. This level remains among the high-
est in the industry and well above the past 
five year average of 48.26%, reflecting 
Zemen Bank's consistent ability to generate 
exceptional value for its shareholders

Return on Average Assets (ROAA) – The 
Bank achieved an impressive Return on 
Average Assets of 6.6 percent, significantly 
higher than its five-year average of 5.21 
percent. This result demonstrates the bank's 
strong efficiency in leveraging its assets for 
profitability. Moreover, it far exceeds the 
average ROAA reported by private banks, 
highlighting Zemen Bank's superior perfor-
mance.
 
 

Return on Average Equity (ROAE) - The 
Bank achieved a ROAE of 37.8% for the 
year, significantly exceeding its five-year 
average of 30.65%. This strong perfor-
mance demonstrates the Bank's enhanced 
ability to generate higher returns for its 
shareholders.

Proposed Dividend payouts

After deducting appropriate tax, legal 
reserves, and Board remuneration from the 
gross profit, a net profit of Birr 4.571 billion 
was transferred to retained earnings.

The Board of Directors proposes Birr 
2,072,447,425.24 to be distributed to 
shareholders as dividend payment and the 
remaining balance kept in the retained 
earnings account. Based on the year-aver-
age.

Other Business Developments

Zemen Bank achieved remarkable progress 
during the fiscal year, with strong perfor-
mance not only in terms of financial metrics 
but also in overall operations, leading to 
exceptional growth.

Interest free Banking (IFB)

Zemen Bank commenced Interest-Free 
Banking (IFB) operations on June 25, 2026. 
As the IFB operations commenced only 
during the final days of the reporting 
period, the Bank did not prepare audited 
financial statements specifically for its IFB 
operations for the year ended June 30, 

2026; accordingly, financial information 
relating to IFB assets, liabilities, income, 
expenses, cash flows, and changes in equity 
has not been presented in this report. The 
Board is currently evaluating the appropri-
ate course of action to ensure compliance 
with applicable statutory, regulatory, and 
financial reporting requirements, and users 
of this report should therefore not regard 
the information presented herein as a sub-
stitute for a complete set of financial state-
ments prepared in accordance with the 
applicable financial reporting framework.

Human Capital Development

The Bank firmly believes that its people are 
its most valuable asset and remains commit-
ted to building a high-performing work-
force through continuous learning, talent 
development, and merit-based career 
advancement. This commitment enables 
employees to realize their full potential 
while delivering superior customer experi-
ences and creating sustainable long-term 
value for shareholders and other stakehold-
ers.

Consistent with its talent strategy, the Bank 
continued to attract, develop, and retain 
high-caliber professionals. During the fiscal 
year, 140 employees joined the Bank, 
including 29 fresh graduates. Consequently, 
the Bank's permanent workforce reached 
1,893 employees as of June 30, 2026 with a 
modest increase from previous year.  

The Bank also continued to prioritize inter-
nal talent development by creating oppor-
tunities for career growth and mobility. 

During the year, 7,770 employees partici-
pated in a broad range of technical, behav-
ioral, leadership, succession, and career 
development programs. To further 
strengthen its learning culture and support 
continuous professional development, the 
Bank partnered with LinkedIn Learning, 
providing 800 employees with access to 
internationally recognized digital learning 
resources and professional development 
content. 

The Bank remains committed to fostering a 
high-performance culture through a robust 
performance management framework that 
emphasizes continuous feedback, objective 
performance evaluation, and alignment of 
individual contributions with strategic busi-
ness objectives. Outstanding performance 
is recognized and rewarded through a 
performance-based incentive system.

These strategic investments in human capi-
tal continue to generate measurable busi-
ness value. As of June 30, 2026, Zemen 
Bank maintained the highest workforce 
productivity in the Ethiopian banking indus-
try, recording productivity levels that were 
more than twice those of its nearest com-
petitor. This achievement reflects the Bank's 
disciplined talent management practices, 
strong performance culture, and continued 
investment in employee capability.

Omni-Channel Banking operation 

Guided by our commitment to custom-
er-centricity, during the 2025/26 financial 
year, the Bank significantly strengthened its 
Omni channel banking ecosystem through 
infrastructure upgrades and customer-fo-
cused digital and physical service enhance-
ments.

ATM & POS Networks: The ATM network 
grew to 385 terminals with 85 newly 
deployed units, processing 2.44 million 
domestic transactions worth Birr 4.61 
billion and 109,546 international transac-
tions valued at USD 6.1 million. The POS 
terminal network expanded to 1,500 units, 
managing 491,098 domestic transactions 
totaling Birr 1.5 billion and 322,797 inter-
national transactions valued at USD 15.97 
million. This expansion not only enhances 
customer convenience and expanded 
customer access to easy transaction services 
but also contributes to merchant business 
growth, increased financial inclusion, and 
the development of Ethiopia's digital pay-
ments ecosystem.

Specialized Corporate Solutions
 
Recognizing that exceptional banking 
extends beyond traditional branch services, 
the Bank continued to enhance its Doorstep 
Banking Service. Doorstep banking con-
ducted 2,500 customer visits, successfully 
collecting over Birr 441 million in cash and 
Birr 273.6 million in cheques. Onsite payroll 
services completed 120 visits, distributing 
more than Birr 1.9 billion in salaries to 
246,601 employees. This improved opera-
tional efficiency for corporate clients by 
reducing cash-handling risks, saving valu-
able time, and enabling businesses to focus 
on their core operations.

Digital and E-Banking Services

Internet and mobile banking subscriptions 
grew to 256,249, facilitating over 1.45 
million transactions valued in excess of Birr 
22.2 billion. Key digital upgrades included 
UI/UX platform enhancements and the 
introduction of the secure, paperless Green 

PIN-by-SMS system replacing the traditional 
paper-based PIN mailer. These improve-
ments have simplified customer journeys, 
increased service accessibility, and laid a 
strong foundation for the introduction of 
additional digital capabilities in the coming 
years.

Payment Card Personalization 

The PCI DSS-certified Card Personalization 
Bureau grew the total debit cardholder 
base to over 174,006 and issued a wide 
range of payment cards, including local 
debit cards, International Prepaid Platinum 
Travel MasterCard cards, local prepaid and 
gift cards, as well as personalized co-brand-
ed cards in collaboration with corporate 
partners. This strategic infrastructure 
enables the secure and timely issuance of 
payment cards, significantly improving 
efficiency and customer experience.

School Payment and Management 
System

Meanwhile, the School Payment and Man-
agement System served over 30,000 
students across more than 82,052 transac-
tions valued at over ETB 585.7 million. By 
modernizing tuition fee collection and 
automating key school administration 
processes, the solution has reduced admin-
istrative burdens, improved financial trans-
parency, and enhanced operational 
efficiency, enabling schools to devote 
greater time and resources to their core 
mission of teaching and learning.
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Information Technology and digitiza-
tion
 
During the 2025/26 fiscal year, the Bank 
made significant progress in advancing its 
digital transformation agenda through stra-
tegic investments in information technolo-
gy, cyber-security, digital banking, opera-
tional excellence, and innovation.

A major milestone during the year was the 
strengthening of the Bank's cyber-security 
capabilities to safeguard its information 
assets, digital services, and customer data 
against the evolving cyber threat landscape. 
These efforts culminated in the successful 
achievement of ISO/IEC 27001:2022 Infor-
mation Security Management System 
(ISMS) Certification, demonstrating the 
Bank's commitment to internationally 
recognized best practices for information 
security, regulatory compliance, and the 
protection of customer information. This 
achievement further enhances stakeholder 
confidence and reinforces the Bank's posi-
tion as a secure and trusted financial institu-
tion.

The Bank also made substantial investments 
in modernizing its digital banking ecosys-
tem. Significant enhancements were made 
to the Mobile Banking and Internet Banking 
platforms to provide customers with faster, 
more secure banking services. To improve 
operational efficiency, the Bank accelerated 
the automation of internal business 
processes across multiple functional areas. 
Several manual processes were digitized 
and automated, reducing turnaround time, 
improving operational accuracy, strength-
ening internal controls, and enhancing 
service delivery.

 
Recognizing the importance of collabora-
tion within the digital financial ecosystem, 
the Bank also undertook several strategic 
ecosystem integration initiatives during the 
year. Through integration with payment 
systems, FinTech partners, and third-party 
service providers, the Bank expanded the 
accessibility of its financial services and 
enabled customers to seamlessly interact 
with a broader digital ecosystem. 

The Bank continued to leverage both inter-
nal technology expertise and strategic part-
nerships to develop innovative digital solu-
tions, modernize applications, automate 
operations, and enhance service quality. 

Collectively, these initiatives significantly 
strengthened the Bank's technology capa-
bilities, enhanced customer confidence in 
digital banking services, improved opera-
tional efficiency, reinforced cyber resilience, 
and positioned the Bank to compete effec-
tively within Ethiopia's rapidly evolving 
financial services landscape.

Risk Management and Compliance

To safeguard institutional integrity and 
comply with global regulatory standards, 
the Bank embeds proactive risk manage-
ment across all operations. We continuous-
ly assess and mitigate financial and non-fi-
nancial risks through dynamic system 
enhancements. Our compliance framework 
is anchored by strict AML/CTF controls.

ESG

Zemen Bank in collaboration with EIB has 
successfully completed the strategic Techni-
cal Assistance (TA) program on green 

financing systems. This foundational sup-
port has built institutional knowledge across 
the bank, engaging the Board of Directors 
as well as key credit, risk, audit, and ESG 
teams, and achieved several critical 
outcomes:
• Enhanced the bank's sustainability plan-

ning, tracking, and reporting on climate 
issues, ensuring alignment with IFRS S2 
disclosure standards.

• Conducted intensive Training programs 
on climate risk assessment and green 
financing to embed capacity across mul-
tiple bank units.

• Continued a comprehensive portfolio 
assessment of the bank’s baseline expo-
sure and its long-term contribution to 
climate change.

• Created practical, operational-level tools 
to evaluate green lending, and gen-
der-inclusion criteria to benefit women, 
alongside upgraded Environmental & 
Social (E&S) risk assessment procedures.

Building on these achievements, the part-
nership is now transitioning into its highly 
anticipated operational phase. The EIB and 
Zemen Bank have finalized an equal co-fi-
nancing agreement to launch a credit line 
for green SME agribusinesses. 

Corporate Governance 

To guarantee efficient management over-
sight and seamless business operations, 
Zemen Bank has put in place a robust 
corporate governance system. The Board of 
Directors is supported by key standing com-
mittees encompassing Audit, Risk & Compli-
ance, Nomination and remuneration, 
Credit, and Strategy & Corporate Develop-
ment, Information technology  that rigor-

ously oversight  plan and actual perfor-
mance of the bank , compliance to Direc-
tives and  polices ,business and  strategic 
and  operational  matters . In today’s 
dynamic environment, building a great 
institution requires governance agents and 
drivers who are wise, complementary, 
forward-looking, and capable of under-
standing diverse perspectives. It also 
demands a firm commitment to public 
accountability, the ability to sustain con-
structive and dynamic boardroom conversa-
tions, and a disciplined approach to plan-
ning and measuring corporate governance 
processes and practices. By embedding 
these principles, Zemen Bank continues to 
strengthen its position as a leader in the 
financial sector and a model within the 
national ecosystem — going beyond tradi-
tional financial and non-financial perfor-
mance measurement.In this spirit, the Bank 
took significant steps during the year to 
elevate the Board’s competency on sustain-
ability matters through two dedicated train-
ing sessions focused on the National Bank 
of Ethiopia’s (NBE) sustainability require-
ments, climate risk management, transition 
planning, and green financing. These initia-
tives ensure our leadership remains at the 
forefront of industry best practices. In align-
ment with NBE directives, we continue to 
uphold the highest standards of account-
ability, transparency, and ethical conduct.

Corporate Social Responsibility

Zemen Bank's commitment to community 
welfare has been demonstrated through 
impactful Corporate Social Responsibility 
(CSR) initiatives. Our CSR contributions 
totaled Birr 33.8 million this year. Beyond 
financial contributions, our community 

engagement encompassed the plantation 
of 6,000 seedlings, in-kind support, a blood 
donation drive, and a significant education-
al initiative providing financial literacy train-
ing to students across four secondary 
schools and one elementary school. These 
efforts underscore our unwavering commit-
ment to fostering inclusive and sustainable 
growth.

Way Forward

Looking ahead, Zemen Bank will continue to 
pursue excellence by strengthening its com-
petitive position, advancing digital and 
cyber capabilities, developing its people, 
and contributing positively to the broader 
economy. Priority areas include human-cap-
ital development, cyber-security and digital 
trust, and positioning the Bank for a more 
open and competitive financial sector. The 
Bank has begun preparation for the next 
strategic planning  process in agile frame-
work . With solid capital, strong profitabili-
ty, expanding digital reach and a clear stra-
tegic direction, the Board looks to the future 
with confidence and remains fully commit-
ted to protecting the progress achieved and 
to driving Zemen Bank’s continued sustain-
able growth for the benefit of shareholders, 
customers, employees and the nation.

Human Capital Development
 
We believe that professional growth drives 
operational success. A skilled and efficient 
workforce is essential to the Bank’s 
long-term success and service delivery. To 
maximize productivity and employee poten-
tial, we place deliberate emphasis on 
nurturing talent at every stage. By expand-
ing our training programs, clarifying career 

progression, and building robust succes-
sion frameworks, we foster a culture of 
commitment and continuous learning. Ulti-
mately, this empowers our employees to be 
proactive, customer-focused, and highly 
competent ambassadors of the Bank.

Strengthening Cyber-security and 
Digital Trust

The Bank will continue building on its 
achievement of ISO/IEC 27001:2022 certifi-
cation by continuously improving its Infor-
mation Security Management System, 
enhancing cyber resilience, investing in 
advanced security technologies, strength-
ening cyber threat detection and response 
capabilities, and promoting a strong securi-
ty culture across the organization.

The Bank will also continue investing in the 
modernization of its digital banking plat-
forms to deliver secure, seamless, and 
customer-centric banking experiences. 
Future initiatives will focus on expanding 
Mobile Banking and Internet Banking capa-
bilities, enhancing digital onboarding and 
self-service services, increasing digital pay-
ment options, and broadening ecosystem 
integrations with FinTechs, payment plat-
forms, government services, and other stra-
tegic partners to create a more connected 
digital banking experience.

Positioning the Bank for the Future

As Ethiopia's financial sector becomes 
increasingly digital and competitive, the 
Bank will continue leveraging technology 
as a strategic differentiator. By investing in 
innovation, strengthening strategic part-

nerships, adopting emerging technologies, 
and continuously developing employee 
capabilities, the Bank aims to deliver secure, 
resilient, and innovative financial services 
that meet evolving customer expectations 
while contributing to Ethiopia's digital econ-
omy.
Through these strategic initiatives, the Bank 
remains committed to building a secure, 
resilient, technology-driven, and custom-
er-centric financial institution that delivers 
sustainable value to customers, sharehold-
ers, employees, and the communities it 
serves.

Strategy

During the fiscal year, the Bank undertook a 
comprehensive strategy review and corpo-
rate score card realignment to ensure con-
tinued relevance and competitiveness in a 
rapidly evolving financial landscape. 
Although the 2025/26 fiscal year represents 
the fourth year of implementing the Bank's 
five-year strategic plan, the Bank has set a 
plan of preparation for the next strategic 
planning cycle. 

Overall, The Bank remains committed to 
continuously investing in modern technolo-
gies, expanding its Omni-channel capabili-
ties, and delivering innovative financial solu-
tions that anticipate evolving customer 
needs. Through sustained digital transfor-
mation, strengthened payment infrastruc-
ture, and customer-focused service innova-
tion, the Bank is well positioned to provide a 
secure, seamless, and differentiated banking 
experience while creating long-term value 
for its customers, shareholders, and the 
communities it serves.
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Macro-Economic Developments

Global growth is projected to slow from 3.5 
percent in 2025 to 3.0 percent in 2026 
amid heightened geopolitical tensions, 
trade disruptions, and elevated energy 
prices before recovering to 3.4 percent in 
2027. According to the IMF's July 2026 
World Economic Outlook Update, growth 
in emerging markets and developing econ-
omies is expected to moderate to 3.8 
percent in 2026, while global trade volume 
growth is projected to slow from 5.0 
percent in 2025 to 3.5 percent in 2026 as 
tariffs, supply chain adjustments, and trade 
uncertainties weigh on global commerce. 
Global headline inflation is projected to 
increase from 4.1 percent in 2025 to 4.7 
percent in 2026 before easing to 3.9 
percent in 2027.

In Sub-Saharan Africa, economic growth is 
expected to remain broadly stable at 4.3 
percent in 2026 before improving to 4.5 
percent in 2027, supported by macroeco-
nomic stabilization and reform efforts 
despite continued global uncertainties.

Domestically, Ethiopia is expected to main-
tain strong economic momentum despite 
ongoing structural challenges. The govern-
ment projects 10.1 percent GDP growth for 
FY2026/27, following an estimated 10.2 
percent expansion in FY2025/26, while the 

IMF forecasts growth of 7.9 percent for 
FY2026/27. Export earnings reached a 
record USD 10.7 billion during FY2025/26, 
and foreign direct investment increased to 
USD 4.32 billion, reflecting continued 
investor confidence and the impact of mac-
roeconomic reforms. Following the transi-
tion to a market-based exchange rate, the 
average exchange rate increased from ETB 
135.37/USD to ETB 158.05/USD, represent-
ing an annual depreciation of 16.75 
percent. Meanwhile, headline inflation rose 
to 13.4 percent in May 2026, prompting 
the National Bank of Ethiopia to maintain a 
tight monetary policy stance to preserve 
macroeconomic stability. 

Although the global outlook remains sub-
ject to significant geopolitical and trade-re-
lated risks, Ethiopia's strong economic 
growth, record export performance, 
increasing foreign investment, and ongoing 
structural reforms provide a favorable 
outlook. These developments are expected 
to strengthen investor confidence, support 
private sector expansion, enhance foreign 
exchange inflows, and create opportunities 
for banks to mobilize deposits, expand 
lending, increase trade finance activities, 
and diversify non-interest income while 
maintaining prudent liquidity and risk man-
agement.

Zemen Bank’s Performance Highlights

Operating within a dynamic policy and 
regulatory environment, and amid geopo-
litical uncertainties and intensifying compe-
tition, Zemen Bank delivered another year 
of robust growth expanding its balance 
sheet, strengthening its capital base and 
achieving record profitability. This perfor-
mance reflects the Bank’s ability to turn the 
evolving policy landscape into an opportu-
nity for disciplined growth, operational 
excellence and long-term value creation.

Financial Sector Developments

As of June 30, 2026, Ethiopia's banking 
industry comprised 32 commercial banks 
navigating a transforming macro-financial 
landscape under ongoing structural 
reforms. Industry-wide deposits reached 
Birr 4.83 trillion, reflecting a robust 37.8 
percent year-on-year increase driven by 
digital channel expansion and savings 
mobilization. Total outstanding loans 
reached Birr 3.42 trillion, representing a 
dramatic 24.9 percent year-on-year growth 
to support key economic sectors. Conse-
quently, total banking industry assets rose 
to Birr 6.35 trillion, up 35.9 percent from 
the previous year, solidifying the sector's 
role in driving national economic growth.

Throughout the year, to anchor inflation 
within the NBE's monetary policy frame-
work, the National Bank of Ethiopia main-
tained the central bank policy rate at 15 
percent and kept the private-sector credit 
growth cap at 24 percent as of June 30, 
2026. Simultaneously, the NBE increased 
the reserve requirement ratio by 3 percent-
age points to 10 percent, granting a 

3-to-6-month window for compliance. The 
official removal of the mandatory 7 percent 
minimum deposit rate floor now allows 
market-driven pricing through flexible 
negotiation between depositors and banks.
 
Furthermore, FX liberalization under Direc-
tive FXD/04/2026 significantly simplifies 
profit repatriation, introduces forward con-
tracts, and eases FX access for individuals 
and commercial enterprises, signaling a 
shift toward a market-determined 
exchange rate regime.

While the repeal of mandatory T-bond 
purchase requirements permanently eases 
structural liquidity pressure on private com-
mercial banks, the binding credit growth 
cap challenged credit availability and insti-
tutional liquidity, emphasizing the need for 
proactive balance-sheet and asset-liability 
management. Externally, the successful 
launch of the Ethiopian Securities Exchange 
(ESX) in January 2025 represents a pivotal 
step toward capital market development, 
enabling long-term debt and equity financ-
ing. Finally, the landmark Banking Business 
Proclamation No. 1360/2025 permits 
foreign entry through subsidiaries, branch-
es, equity stakes, or representative offices, a 
major liberalization milestone that will drive 
competition, technological innovation, and 
foreign investment across the Ethiopian 
banking landscape.

Deposits

By June 2026, Zemen Bank achieved a 
major milestone, reaching ETB 85 billion in 
total outstanding deposits, an impressive 
32 percent increase (ETB 20.6 billion) com-
pared to the previous year. This perfor-
mance stands out against a tight regulatory 

challenge and broader geopolitical hurdles. 
The Bank's disciplined focus on deposit 
gathering, coupled with a targeted physical 
network growth that now spans 142 
branches, enabled it to grow its customer 
base to 394,955 account holders.

     

Loans & Advances

Navigating the National Bank of Ethiopia’s 
mandatory 24 percent credit growth cap, 
Zemen Bank successfully expanded its net 
loan and advances portfolio to ETB 51.7 
billion during the fiscal year. The Bank regis-
tered an additional ETB 10.2 billion in loans 
and advances, representing a 24.6 percent 
increase compared to the previous year. This 
performance underscores the Bank's 
prudent credit management and its contin-
ued commitment to supporting the financ-
ing needs of customers within the regulato-
ry framework.

 

The Bank maintained strong asset quality, 
keeping its Non-Performing Loan (NPL) 
ratio well below the regulatory threshold. 
As of June 30, 2026, the NPL ratio stood at 
2.48 percent, comfortably below both the 
NBE's limit of 5 percent and the Bank's own 
stricter internal benchmark of 4 percent. 
This performance reflects the Bank's robust 
credit risk management, effective loan 
monitoring, and commitment to sound 
financial health.

International Banking

Foreign exchange mobilization hit a key 
milestone this fiscal year, with the Bank 
securing USD 698 million through its inter-
national banking operations. Reaffirming 
international banking as a vital income 
driver. This solid performance highlights 
the Bank's ongoing focus on bolstering 
trade finance, accelerating remittance 
flows, and leveraging robust global bank-
ing relationships to drive foreign currency 
inflows.

 

Financial Performance
Total Asset

Zemen Bank closed the fiscal year on June 
30, 2026, with a significantly expanded 
balance sheet, reaching ETB 116.5 billion in 

total assets, a remarkable 31.9 percent 
year-on-year growth that highlights its 
accelerating financial capacity.

Loan and advance served as the primary 
growth engine, with net loans and advanc-
es dominating the asset structure at 44.4 
percent of total assets. This core portfolio 
was balanced by foreign bank deposits and 
placements (25.7 percent) and cash 
reserves maintained with the National Bank 
of Ethiopia (11.4 percent).

Throughout the period, the Bank main-
tained exceptional financial resilience, 
ending the year with a liquidity ratio com-
fortably exceeding the statutory 15 percent 
minimum, reflecting a disciplined, 
forward-looking approach to liquidity risk 
management.

 

Total Liability

Deposits remain the largest component of 
the bank's liabilities, representing a signifi-
cant portion of total liabilities on the 
balance sheet. During the fiscal year ended 
June 30, 2026, deposits recorded steady 
and substantial growth, reflecting prudent 
expansion amid prevailing economic condi-
tions. As a result, the bank's total liabilities 

reached ETB 90.6 billion by the end of the 
fiscal year, marking a notable increase com-
pared to the previous year. This perfor-
mance underscores the Bank's capacity to 
strengthen its funding base despite external 
challenges.

 

Capital

As of June 30, 2026, the Bank's total capital 
reached Birr 25.9 billion, marking a remark-
able year-on-year growth of 40.8 percent. 
This increase was primarily driven by strong 
growth in the Bank's core capital compo-
nents. The Bank’s paid-up capital stood at 
Birr 14.29 billion, reflecting an increase of 
Birr 4.9 billion or 52 percent compared to 
the previous year.

Moreover, the Bank maintained a robust 
capital adequacy ratio of 40 percent, 
significantly surpassing the regulatory mini-
mum requirement of 8 percent, underscor-
ing its strong financial resilience and capac-
ity to support sustainable growth.

Income

As of June 2026, the Bank's total income 
reached Birr 17.9 billion, reflecting a 
remarkable 24 percent growth compared 
to the same period last year and exceeding 
the annual target.

 

The main driver of this income was interest 
revenue, which accounted for Birr 10.15 
billion or nearly 57 percent of the total. 
Service charges and commissions contribut-
ed Birr 5.1 billion (28.5 percent), while net 
earnings from foreign exchange transac-
tions amounted to Birr 2.4 billion (13 
percent). The remaining Birr 273.1 million 
(1.5 percent) came from other sources of 
income.

 

Expenditure

During the fiscal year, the Bank's total 
expenses reached Birr 8.58 billion, repre-
senting an increase of Birr 2.4 billion (38.4 
percent) compared to the previous year. 
Despite this rise, expenditures remained 
below the approved annual budget, under-
scoring the Bank's effective cost manage-
ment.

A detailed analysis of the Bank's cost struc-
ture shows that interest expenses constitut-
ed the largest portion, totaling Birr 3.6 
billion (42 percent). This was followed by 
salary and employee benefits which 
amounted to Birr 2.7 billion (31 percent). 
General operating expenses accounted for 
Birr 1.8 billion (21 percent), while deprecia-
tion and amortization expenses represent-
ed Birr 505.5 million (6 percent).

 

Earning

In the concluded fiscal year, Zemen Bank 
recorded a gross profit of Birr 9.97 billion 
before depreciation and provisions, mark-
ing a substantial increase of Birr 882.7 
million (9.7 percent) compared to the previ-
ous year. This performance translates to 
108 percent of the fiscal year's planned 
target. Net profit for the period reached Birr 
6.75 billion, surpassing last year's figure by 
Birr 885.9 million, equivalent to a 15 
percent growth. 

 
 

Financial Soundness Indicators

Zemen Bank demonstrated strong perfor-
mance across three key financial indicators 
- Earnings Per Share (EPS), Return on Aver-
age Assets (ROAA), and Return on Average 
Equity (ROAE) - underscoring effective 
management and solid financial health.

Earning Per Share (EPS) – As of June 
2026, the Bank reported a profit after tax of 
Birr 6.75 billion, resulting in an EPS of 53.9 
percent. This level remains among the high-
est in the industry and well above the past 
five year average of 48.26%, reflecting 
Zemen Bank's consistent ability to generate 
exceptional value for its shareholders

Return on Average Assets (ROAA) – The 
Bank achieved an impressive Return on 
Average Assets of 6.6 percent, significantly 
higher than its five-year average of 5.21 
percent. This result demonstrates the bank's 
strong efficiency in leveraging its assets for 
profitability. Moreover, it far exceeds the 
average ROAA reported by private banks, 
highlighting Zemen Bank's superior perfor-
mance.
 
 

Return on Average Equity (ROAE) - The 
Bank achieved a ROAE of 37.8% for the 
year, significantly exceeding its five-year 
average of 30.65%. This strong perfor-
mance demonstrates the Bank's enhanced 
ability to generate higher returns for its 
shareholders.

Proposed Dividend payouts

After deducting appropriate tax, legal 
reserves, and Board remuneration from the 
gross profit, a net profit of Birr 4.571 billion 
was transferred to retained earnings.

The Board of Directors proposes Birr 
2,072,447,425.24 to be distributed to 
shareholders as dividend payment and the 
remaining balance kept in the retained 
earnings account. Based on the year-aver-
age.

Other Business Developments

Zemen Bank achieved remarkable progress 
during the fiscal year, with strong perfor-
mance not only in terms of financial metrics 
but also in overall operations, leading to 
exceptional growth.

Interest free Banking (IFB)

Zemen Bank commenced Interest-Free 
Banking (IFB) operations on June 25, 2026. 
As the IFB operations commenced only 
during the final days of the reporting 
period, the Bank did not prepare audited 
financial statements specifically for its IFB 
operations for the year ended June 30, 

2026; accordingly, financial information 
relating to IFB assets, liabilities, income, 
expenses, cash flows, and changes in equity 
has not been presented in this report. The 
Board is currently evaluating the appropri-
ate course of action to ensure compliance 
with applicable statutory, regulatory, and 
financial reporting requirements, and users 
of this report should therefore not regard 
the information presented herein as a sub-
stitute for a complete set of financial state-
ments prepared in accordance with the 
applicable financial reporting framework.

Human Capital Development

The Bank firmly believes that its people are 
its most valuable asset and remains commit-
ted to building a high-performing work-
force through continuous learning, talent 
development, and merit-based career 
advancement. This commitment enables 
employees to realize their full potential 
while delivering superior customer experi-
ences and creating sustainable long-term 
value for shareholders and other stakehold-
ers.

Consistent with its talent strategy, the Bank 
continued to attract, develop, and retain 
high-caliber professionals. During the fiscal 
year, 140 employees joined the Bank, 
including 29 fresh graduates. Consequently, 
the Bank's permanent workforce reached 
1,893 employees as of June 30, 2026 with a 
modest increase from previous year.  

The Bank also continued to prioritize inter-
nal talent development by creating oppor-
tunities for career growth and mobility. 

During the year, 7,770 employees partici-
pated in a broad range of technical, behav-
ioral, leadership, succession, and career 
development programs. To further 
strengthen its learning culture and support 
continuous professional development, the 
Bank partnered with LinkedIn Learning, 
providing 800 employees with access to 
internationally recognized digital learning 
resources and professional development 
content. 

The Bank remains committed to fostering a 
high-performance culture through a robust 
performance management framework that 
emphasizes continuous feedback, objective 
performance evaluation, and alignment of 
individual contributions with strategic busi-
ness objectives. Outstanding performance 
is recognized and rewarded through a 
performance-based incentive system.

These strategic investments in human capi-
tal continue to generate measurable busi-
ness value. As of June 30, 2026, Zemen 
Bank maintained the highest workforce 
productivity in the Ethiopian banking indus-
try, recording productivity levels that were 
more than twice those of its nearest com-
petitor. This achievement reflects the Bank's 
disciplined talent management practices, 
strong performance culture, and continued 
investment in employee capability.

Omni-Channel Banking operation 

Guided by our commitment to custom-
er-centricity, during the 2025/26 financial 
year, the Bank significantly strengthened its 
Omni channel banking ecosystem through 
infrastructure upgrades and customer-fo-
cused digital and physical service enhance-
ments.

ATM & POS Networks: The ATM network 
grew to 385 terminals with 85 newly 
deployed units, processing 2.44 million 
domestic transactions worth Birr 4.61 
billion and 109,546 international transac-
tions valued at USD 6.1 million. The POS 
terminal network expanded to 1,500 units, 
managing 491,098 domestic transactions 
totaling Birr 1.5 billion and 322,797 inter-
national transactions valued at USD 15.97 
million. This expansion not only enhances 
customer convenience and expanded 
customer access to easy transaction services 
but also contributes to merchant business 
growth, increased financial inclusion, and 
the development of Ethiopia's digital pay-
ments ecosystem.

Specialized Corporate Solutions
 
Recognizing that exceptional banking 
extends beyond traditional branch services, 
the Bank continued to enhance its Doorstep 
Banking Service. Doorstep banking con-
ducted 2,500 customer visits, successfully 
collecting over Birr 441 million in cash and 
Birr 273.6 million in cheques. Onsite payroll 
services completed 120 visits, distributing 
more than Birr 1.9 billion in salaries to 
246,601 employees. This improved opera-
tional efficiency for corporate clients by 
reducing cash-handling risks, saving valu-
able time, and enabling businesses to focus 
on their core operations.

Digital and E-Banking Services

Internet and mobile banking subscriptions 
grew to 256,249, facilitating over 1.45 
million transactions valued in excess of Birr 
22.2 billion. Key digital upgrades included 
UI/UX platform enhancements and the 
introduction of the secure, paperless Green 

PIN-by-SMS system replacing the traditional 
paper-based PIN mailer. These improve-
ments have simplified customer journeys, 
increased service accessibility, and laid a 
strong foundation for the introduction of 
additional digital capabilities in the coming 
years.

Payment Card Personalization 

The PCI DSS-certified Card Personalization 
Bureau grew the total debit cardholder 
base to over 174,006 and issued a wide 
range of payment cards, including local 
debit cards, International Prepaid Platinum 
Travel MasterCard cards, local prepaid and 
gift cards, as well as personalized co-brand-
ed cards in collaboration with corporate 
partners. This strategic infrastructure 
enables the secure and timely issuance of 
payment cards, significantly improving 
efficiency and customer experience.

School Payment and Management 
System

Meanwhile, the School Payment and Man-
agement System served over 30,000 
students across more than 82,052 transac-
tions valued at over ETB 585.7 million. By 
modernizing tuition fee collection and 
automating key school administration 
processes, the solution has reduced admin-
istrative burdens, improved financial trans-
parency, and enhanced operational 
efficiency, enabling schools to devote 
greater time and resources to their core 
mission of teaching and learning.
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Information Technology and digitiza-
tion
 
During the 2025/26 fiscal year, the Bank 
made significant progress in advancing its 
digital transformation agenda through stra-
tegic investments in information technolo-
gy, cyber-security, digital banking, opera-
tional excellence, and innovation.

A major milestone during the year was the 
strengthening of the Bank's cyber-security 
capabilities to safeguard its information 
assets, digital services, and customer data 
against the evolving cyber threat landscape. 
These efforts culminated in the successful 
achievement of ISO/IEC 27001:2022 Infor-
mation Security Management System 
(ISMS) Certification, demonstrating the 
Bank's commitment to internationally 
recognized best practices for information 
security, regulatory compliance, and the 
protection of customer information. This 
achievement further enhances stakeholder 
confidence and reinforces the Bank's posi-
tion as a secure and trusted financial institu-
tion.

The Bank also made substantial investments 
in modernizing its digital banking ecosys-
tem. Significant enhancements were made 
to the Mobile Banking and Internet Banking 
platforms to provide customers with faster, 
more secure banking services. To improve 
operational efficiency, the Bank accelerated 
the automation of internal business 
processes across multiple functional areas. 
Several manual processes were digitized 
and automated, reducing turnaround time, 
improving operational accuracy, strength-
ening internal controls, and enhancing 
service delivery.

 
Recognizing the importance of collabora-
tion within the digital financial ecosystem, 
the Bank also undertook several strategic 
ecosystem integration initiatives during the 
year. Through integration with payment 
systems, FinTech partners, and third-party 
service providers, the Bank expanded the 
accessibility of its financial services and 
enabled customers to seamlessly interact 
with a broader digital ecosystem. 

The Bank continued to leverage both inter-
nal technology expertise and strategic part-
nerships to develop innovative digital solu-
tions, modernize applications, automate 
operations, and enhance service quality. 

Collectively, these initiatives significantly 
strengthened the Bank's technology capa-
bilities, enhanced customer confidence in 
digital banking services, improved opera-
tional efficiency, reinforced cyber resilience, 
and positioned the Bank to compete effec-
tively within Ethiopia's rapidly evolving 
financial services landscape.

Risk Management and Compliance

To safeguard institutional integrity and 
comply with global regulatory standards, 
the Bank embeds proactive risk manage-
ment across all operations. We continuous-
ly assess and mitigate financial and non-fi-
nancial risks through dynamic system 
enhancements. Our compliance framework 
is anchored by strict AML/CTF controls.

ESG

Zemen Bank in collaboration with EIB has 
successfully completed the strategic Techni-
cal Assistance (TA) program on green 

financing systems. This foundational sup-
port has built institutional knowledge across 
the bank, engaging the Board of Directors 
as well as key credit, risk, audit, and ESG 
teams, and achieved several critical 
outcomes:
• Enhanced the bank's sustainability plan-

ning, tracking, and reporting on climate 
issues, ensuring alignment with IFRS S2 
disclosure standards.

• Conducted intensive Training programs 
on climate risk assessment and green 
financing to embed capacity across mul-
tiple bank units.

• Continued a comprehensive portfolio 
assessment of the bank’s baseline expo-
sure and its long-term contribution to 
climate change.

• Created practical, operational-level tools 
to evaluate green lending, and gen-
der-inclusion criteria to benefit women, 
alongside upgraded Environmental & 
Social (E&S) risk assessment procedures.

Building on these achievements, the part-
nership is now transitioning into its highly 
anticipated operational phase. The EIB and 
Zemen Bank have finalized an equal co-fi-
nancing agreement to launch a credit line 
for green SME agribusinesses. 

Corporate Governance 

To guarantee efficient management over-
sight and seamless business operations, 
Zemen Bank has put in place a robust 
corporate governance system. The Board of 
Directors is supported by key standing com-
mittees encompassing Audit, Risk & Compli-
ance, Nomination and remuneration, 
Credit, and Strategy & Corporate Develop-
ment, Information technology  that rigor-

ously oversight  plan and actual perfor-
mance of the bank , compliance to Direc-
tives and  polices ,business and  strategic 
and  operational  matters . In today’s 
dynamic environment, building a great 
institution requires governance agents and 
drivers who are wise, complementary, 
forward-looking, and capable of under-
standing diverse perspectives. It also 
demands a firm commitment to public 
accountability, the ability to sustain con-
structive and dynamic boardroom conversa-
tions, and a disciplined approach to plan-
ning and measuring corporate governance 
processes and practices. By embedding 
these principles, Zemen Bank continues to 
strengthen its position as a leader in the 
financial sector and a model within the 
national ecosystem — going beyond tradi-
tional financial and non-financial perfor-
mance measurement.In this spirit, the Bank 
took significant steps during the year to 
elevate the Board’s competency on sustain-
ability matters through two dedicated train-
ing sessions focused on the National Bank 
of Ethiopia’s (NBE) sustainability require-
ments, climate risk management, transition 
planning, and green financing. These initia-
tives ensure our leadership remains at the 
forefront of industry best practices. In align-
ment with NBE directives, we continue to 
uphold the highest standards of account-
ability, transparency, and ethical conduct.

Corporate Social Responsibility

Zemen Bank's commitment to community 
welfare has been demonstrated through 
impactful Corporate Social Responsibility 
(CSR) initiatives. Our CSR contributions 
totaled Birr 33.8 million this year. Beyond 
financial contributions, our community 

engagement encompassed the plantation 
of 6,000 seedlings, in-kind support, a blood 
donation drive, and a significant education-
al initiative providing financial literacy train-
ing to students across four secondary 
schools and one elementary school. These 
efforts underscore our unwavering commit-
ment to fostering inclusive and sustainable 
growth.

Way Forward

Looking ahead, Zemen Bank will continue to 
pursue excellence by strengthening its com-
petitive position, advancing digital and 
cyber capabilities, developing its people, 
and contributing positively to the broader 
economy. Priority areas include human-cap-
ital development, cyber-security and digital 
trust, and positioning the Bank for a more 
open and competitive financial sector. The 
Bank has begun preparation for the next 
strategic planning  process in agile frame-
work . With solid capital, strong profitabili-
ty, expanding digital reach and a clear stra-
tegic direction, the Board looks to the future 
with confidence and remains fully commit-
ted to protecting the progress achieved and 
to driving Zemen Bank’s continued sustain-
able growth for the benefit of shareholders, 
customers, employees and the nation.

Human Capital Development
 
We believe that professional growth drives 
operational success. A skilled and efficient 
workforce is essential to the Bank’s 
long-term success and service delivery. To 
maximize productivity and employee poten-
tial, we place deliberate emphasis on 
nurturing talent at every stage. By expand-
ing our training programs, clarifying career 

progression, and building robust succes-
sion frameworks, we foster a culture of 
commitment and continuous learning. Ulti-
mately, this empowers our employees to be 
proactive, customer-focused, and highly 
competent ambassadors of the Bank.

Strengthening Cyber-security and 
Digital Trust

The Bank will continue building on its 
achievement of ISO/IEC 27001:2022 certifi-
cation by continuously improving its Infor-
mation Security Management System, 
enhancing cyber resilience, investing in 
advanced security technologies, strength-
ening cyber threat detection and response 
capabilities, and promoting a strong securi-
ty culture across the organization.

The Bank will also continue investing in the 
modernization of its digital banking plat-
forms to deliver secure, seamless, and 
customer-centric banking experiences. 
Future initiatives will focus on expanding 
Mobile Banking and Internet Banking capa-
bilities, enhancing digital onboarding and 
self-service services, increasing digital pay-
ment options, and broadening ecosystem 
integrations with FinTechs, payment plat-
forms, government services, and other stra-
tegic partners to create a more connected 
digital banking experience.

Positioning the Bank for the Future

As Ethiopia's financial sector becomes 
increasingly digital and competitive, the 
Bank will continue leveraging technology 
as a strategic differentiator. By investing in 
innovation, strengthening strategic part-

nerships, adopting emerging technologies, 
and continuously developing employee 
capabilities, the Bank aims to deliver secure, 
resilient, and innovative financial services 
that meet evolving customer expectations 
while contributing to Ethiopia's digital econ-
omy.
Through these strategic initiatives, the Bank 
remains committed to building a secure, 
resilient, technology-driven, and custom-
er-centric financial institution that delivers 
sustainable value to customers, sharehold-
ers, employees, and the communities it 
serves.

Strategy

During the fiscal year, the Bank undertook a 
comprehensive strategy review and corpo-
rate score card realignment to ensure con-
tinued relevance and competitiveness in a 
rapidly evolving financial landscape. 
Although the 2025/26 fiscal year represents 
the fourth year of implementing the Bank's 
five-year strategic plan, the Bank has set a 
plan of preparation for the next strategic 
planning cycle. 

Overall, The Bank remains committed to 
continuously investing in modern technolo-
gies, expanding its Omni-channel capabili-
ties, and delivering innovative financial solu-
tions that anticipate evolving customer 
needs. Through sustained digital transfor-
mation, strengthened payment infrastruc-
ture, and customer-focused service innova-
tion, the Bank is well positioned to provide a 
secure, seamless, and differentiated banking 
experience while creating long-term value 
for its customers, shareholders, and the 
communities it serves.
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Macro-Economic Developments

Global growth is projected to slow from 3.5 
percent in 2025 to 3.0 percent in 2026 
amid heightened geopolitical tensions, 
trade disruptions, and elevated energy 
prices before recovering to 3.4 percent in 
2027. According to the IMF's July 2026 
World Economic Outlook Update, growth 
in emerging markets and developing econ-
omies is expected to moderate to 3.8 
percent in 2026, while global trade volume 
growth is projected to slow from 5.0 
percent in 2025 to 3.5 percent in 2026 as 
tariffs, supply chain adjustments, and trade 
uncertainties weigh on global commerce. 
Global headline inflation is projected to 
increase from 4.1 percent in 2025 to 4.7 
percent in 2026 before easing to 3.9 
percent in 2027.

In Sub-Saharan Africa, economic growth is 
expected to remain broadly stable at 4.3 
percent in 2026 before improving to 4.5 
percent in 2027, supported by macroeco-
nomic stabilization and reform efforts 
despite continued global uncertainties.

Domestically, Ethiopia is expected to main-
tain strong economic momentum despite 
ongoing structural challenges. The govern-
ment projects 10.1 percent GDP growth for 
FY2026/27, following an estimated 10.2 
percent expansion in FY2025/26, while the 

IMF forecasts growth of 7.9 percent for 
FY2026/27. Export earnings reached a 
record USD 10.7 billion during FY2025/26, 
and foreign direct investment increased to 
USD 4.32 billion, reflecting continued 
investor confidence and the impact of mac-
roeconomic reforms. Following the transi-
tion to a market-based exchange rate, the 
average exchange rate increased from ETB 
135.37/USD to ETB 158.05/USD, represent-
ing an annual depreciation of 16.75 
percent. Meanwhile, headline inflation rose 
to 13.4 percent in May 2026, prompting 
the National Bank of Ethiopia to maintain a 
tight monetary policy stance to preserve 
macroeconomic stability. 

Although the global outlook remains sub-
ject to significant geopolitical and trade-re-
lated risks, Ethiopia's strong economic 
growth, record export performance, 
increasing foreign investment, and ongoing 
structural reforms provide a favorable 
outlook. These developments are expected 
to strengthen investor confidence, support 
private sector expansion, enhance foreign 
exchange inflows, and create opportunities 
for banks to mobilize deposits, expand 
lending, increase trade finance activities, 
and diversify non-interest income while 
maintaining prudent liquidity and risk man-
agement.

Zemen Bank’s Performance Highlights

Operating within a dynamic policy and 
regulatory environment, and amid geopo-
litical uncertainties and intensifying compe-
tition, Zemen Bank delivered another year 
of robust growth expanding its balance 
sheet, strengthening its capital base and 
achieving record profitability. This perfor-
mance reflects the Bank’s ability to turn the 
evolving policy landscape into an opportu-
nity for disciplined growth, operational 
excellence and long-term value creation.

Financial Sector Developments

As of June 30, 2026, Ethiopia's banking 
industry comprised 32 commercial banks 
navigating a transforming macro-financial 
landscape under ongoing structural 
reforms. Industry-wide deposits reached 
Birr 4.83 trillion, reflecting a robust 37.8 
percent year-on-year increase driven by 
digital channel expansion and savings 
mobilization. Total outstanding loans 
reached Birr 3.42 trillion, representing a 
dramatic 24.9 percent year-on-year growth 
to support key economic sectors. Conse-
quently, total banking industry assets rose 
to Birr 6.35 trillion, up 35.9 percent from 
the previous year, solidifying the sector's 
role in driving national economic growth.

Throughout the year, to anchor inflation 
within the NBE's monetary policy frame-
work, the National Bank of Ethiopia main-
tained the central bank policy rate at 15 
percent and kept the private-sector credit 
growth cap at 24 percent as of June 30, 
2026. Simultaneously, the NBE increased 
the reserve requirement ratio by 3 percent-
age points to 10 percent, granting a 

3-to-6-month window for compliance. The 
official removal of the mandatory 7 percent 
minimum deposit rate floor now allows 
market-driven pricing through flexible 
negotiation between depositors and banks.
 
Furthermore, FX liberalization under Direc-
tive FXD/04/2026 significantly simplifies 
profit repatriation, introduces forward con-
tracts, and eases FX access for individuals 
and commercial enterprises, signaling a 
shift toward a market-determined 
exchange rate regime.

While the repeal of mandatory T-bond 
purchase requirements permanently eases 
structural liquidity pressure on private com-
mercial banks, the binding credit growth 
cap challenged credit availability and insti-
tutional liquidity, emphasizing the need for 
proactive balance-sheet and asset-liability 
management. Externally, the successful 
launch of the Ethiopian Securities Exchange 
(ESX) in January 2025 represents a pivotal 
step toward capital market development, 
enabling long-term debt and equity financ-
ing. Finally, the landmark Banking Business 
Proclamation No. 1360/2025 permits 
foreign entry through subsidiaries, branch-
es, equity stakes, or representative offices, a 
major liberalization milestone that will drive 
competition, technological innovation, and 
foreign investment across the Ethiopian 
banking landscape.

Deposits

By June 2026, Zemen Bank achieved a 
major milestone, reaching ETB 85 billion in 
total outstanding deposits, an impressive 
32 percent increase (ETB 20.6 billion) com-
pared to the previous year. This perfor-
mance stands out against a tight regulatory 

challenge and broader geopolitical hurdles. 
The Bank's disciplined focus on deposit 
gathering, coupled with a targeted physical 
network growth that now spans 142 
branches, enabled it to grow its customer 
base to 394,955 account holders.

     

Loans & Advances

Navigating the National Bank of Ethiopia’s 
mandatory 24 percent credit growth cap, 
Zemen Bank successfully expanded its net 
loan and advances portfolio to ETB 51.7 
billion during the fiscal year. The Bank regis-
tered an additional ETB 10.2 billion in loans 
and advances, representing a 24.6 percent 
increase compared to the previous year. This 
performance underscores the Bank's 
prudent credit management and its contin-
ued commitment to supporting the financ-
ing needs of customers within the regulato-
ry framework.

 

The Bank maintained strong asset quality, 
keeping its Non-Performing Loan (NPL) 
ratio well below the regulatory threshold. 
As of June 30, 2026, the NPL ratio stood at 
2.48 percent, comfortably below both the 
NBE's limit of 5 percent and the Bank's own 
stricter internal benchmark of 4 percent. 
This performance reflects the Bank's robust 
credit risk management, effective loan 
monitoring, and commitment to sound 
financial health.

International Banking

Foreign exchange mobilization hit a key 
milestone this fiscal year, with the Bank 
securing USD 698 million through its inter-
national banking operations. Reaffirming 
international banking as a vital income 
driver. This solid performance highlights 
the Bank's ongoing focus on bolstering 
trade finance, accelerating remittance 
flows, and leveraging robust global bank-
ing relationships to drive foreign currency 
inflows.

 

Financial Performance
Total Asset

Zemen Bank closed the fiscal year on June 
30, 2026, with a significantly expanded 
balance sheet, reaching ETB 116.5 billion in 

total assets, a remarkable 31.9 percent 
year-on-year growth that highlights its 
accelerating financial capacity.

Loan and advance served as the primary 
growth engine, with net loans and advanc-
es dominating the asset structure at 44.4 
percent of total assets. This core portfolio 
was balanced by foreign bank deposits and 
placements (25.7 percent) and cash 
reserves maintained with the National Bank 
of Ethiopia (11.4 percent).

Throughout the period, the Bank main-
tained exceptional financial resilience, 
ending the year with a liquidity ratio com-
fortably exceeding the statutory 15 percent 
minimum, reflecting a disciplined, 
forward-looking approach to liquidity risk 
management.

 

Total Liability

Deposits remain the largest component of 
the bank's liabilities, representing a signifi-
cant portion of total liabilities on the 
balance sheet. During the fiscal year ended 
June 30, 2026, deposits recorded steady 
and substantial growth, reflecting prudent 
expansion amid prevailing economic condi-
tions. As a result, the bank's total liabilities 

reached ETB 90.6 billion by the end of the 
fiscal year, marking a notable increase com-
pared to the previous year. This perfor-
mance underscores the Bank's capacity to 
strengthen its funding base despite external 
challenges.

 

Capital

As of June 30, 2026, the Bank's total capital 
reached Birr 25.9 billion, marking a remark-
able year-on-year growth of 40.8 percent. 
This increase was primarily driven by strong 
growth in the Bank's core capital compo-
nents. The Bank’s paid-up capital stood at 
Birr 14.29 billion, reflecting an increase of 
Birr 4.9 billion or 52 percent compared to 
the previous year.

Moreover, the Bank maintained a robust 
capital adequacy ratio of 40 percent, 
significantly surpassing the regulatory mini-
mum requirement of 8 percent, underscor-
ing its strong financial resilience and capac-
ity to support sustainable growth.

Income

As of June 2026, the Bank's total income 
reached Birr 17.9 billion, reflecting a 
remarkable 24 percent growth compared 
to the same period last year and exceeding 
the annual target.

 

The main driver of this income was interest 
revenue, which accounted for Birr 10.15 
billion or nearly 57 percent of the total. 
Service charges and commissions contribut-
ed Birr 5.1 billion (28.5 percent), while net 
earnings from foreign exchange transac-
tions amounted to Birr 2.4 billion (13 
percent). The remaining Birr 273.1 million 
(1.5 percent) came from other sources of 
income.

 

Expenditure

During the fiscal year, the Bank's total 
expenses reached Birr 8.58 billion, repre-
senting an increase of Birr 2.4 billion (38.4 
percent) compared to the previous year. 
Despite this rise, expenditures remained 
below the approved annual budget, under-
scoring the Bank's effective cost manage-
ment.

A detailed analysis of the Bank's cost struc-
ture shows that interest expenses constitut-
ed the largest portion, totaling Birr 3.6 
billion (42 percent). This was followed by 
salary and employee benefits which 
amounted to Birr 2.7 billion (31 percent). 
General operating expenses accounted for 
Birr 1.8 billion (21 percent), while deprecia-
tion and amortization expenses represent-
ed Birr 505.5 million (6 percent).

 

Earning

In the concluded fiscal year, Zemen Bank 
recorded a gross profit of Birr 9.97 billion 
before depreciation and provisions, mark-
ing a substantial increase of Birr 882.7 
million (9.7 percent) compared to the previ-
ous year. This performance translates to 
108 percent of the fiscal year's planned 
target. Net profit for the period reached Birr 
6.75 billion, surpassing last year's figure by 
Birr 885.9 million, equivalent to a 15 
percent growth. 

 
 

Financial Soundness Indicators

Zemen Bank demonstrated strong perfor-
mance across three key financial indicators 
- Earnings Per Share (EPS), Return on Aver-
age Assets (ROAA), and Return on Average 
Equity (ROAE) - underscoring effective 
management and solid financial health.

Earning Per Share (EPS) – As of June 
2026, the Bank reported a profit after tax of 
Birr 6.75 billion, resulting in an EPS of 53.9 
percent. This level remains among the high-
est in the industry and well above the past 
five year average of 48.26%, reflecting 
Zemen Bank's consistent ability to generate 
exceptional value for its shareholders

Return on Average Assets (ROAA) – The 
Bank achieved an impressive Return on 
Average Assets of 6.6 percent, significantly 
higher than its five-year average of 5.21 
percent. This result demonstrates the bank's 
strong efficiency in leveraging its assets for 
profitability. Moreover, it far exceeds the 
average ROAA reported by private banks, 
highlighting Zemen Bank's superior perfor-
mance.
 
 

Return on Average Equity (ROAE) - The 
Bank achieved a ROAE of 37.8% for the 
year, significantly exceeding its five-year 
average of 30.65%. This strong perfor-
mance demonstrates the Bank's enhanced 
ability to generate higher returns for its 
shareholders.

Proposed Dividend payouts

After deducting appropriate tax, legal 
reserves, and Board remuneration from the 
gross profit, a net profit of Birr 4.571 billion 
was transferred to retained earnings.

The Board of Directors proposes Birr 
2,072,447,425.24 to be distributed to 
shareholders as dividend payment and the 
remaining balance kept in the retained 
earnings account. Based on the year-aver-
age.

Other Business Developments

Zemen Bank achieved remarkable progress 
during the fiscal year, with strong perfor-
mance not only in terms of financial metrics 
but also in overall operations, leading to 
exceptional growth.

Interest free Banking (IFB)

Zemen Bank commenced Interest-Free 
Banking (IFB) operations on June 25, 2026. 
As the IFB operations commenced only 
during the final days of the reporting 
period, the Bank did not prepare audited 
financial statements specifically for its IFB 
operations for the year ended June 30, 

2026; accordingly, financial information 
relating to IFB assets, liabilities, income, 
expenses, cash flows, and changes in equity 
has not been presented in this report. The 
Board is currently evaluating the appropri-
ate course of action to ensure compliance 
with applicable statutory, regulatory, and 
financial reporting requirements, and users 
of this report should therefore not regard 
the information presented herein as a sub-
stitute for a complete set of financial state-
ments prepared in accordance with the 
applicable financial reporting framework.

Human Capital Development

The Bank firmly believes that its people are 
its most valuable asset and remains commit-
ted to building a high-performing work-
force through continuous learning, talent 
development, and merit-based career 
advancement. This commitment enables 
employees to realize their full potential 
while delivering superior customer experi-
ences and creating sustainable long-term 
value for shareholders and other stakehold-
ers.

Consistent with its talent strategy, the Bank 
continued to attract, develop, and retain 
high-caliber professionals. During the fiscal 
year, 140 employees joined the Bank, 
including 29 fresh graduates. Consequently, 
the Bank's permanent workforce reached 
1,893 employees as of June 30, 2026 with a 
modest increase from previous year.  

The Bank also continued to prioritize inter-
nal talent development by creating oppor-
tunities for career growth and mobility. 

During the year, 7,770 employees partici-
pated in a broad range of technical, behav-
ioral, leadership, succession, and career 
development programs. To further 
strengthen its learning culture and support 
continuous professional development, the 
Bank partnered with LinkedIn Learning, 
providing 800 employees with access to 
internationally recognized digital learning 
resources and professional development 
content. 

The Bank remains committed to fostering a 
high-performance culture through a robust 
performance management framework that 
emphasizes continuous feedback, objective 
performance evaluation, and alignment of 
individual contributions with strategic busi-
ness objectives. Outstanding performance 
is recognized and rewarded through a 
performance-based incentive system.

These strategic investments in human capi-
tal continue to generate measurable busi-
ness value. As of June 30, 2026, Zemen 
Bank maintained the highest workforce 
productivity in the Ethiopian banking indus-
try, recording productivity levels that were 
more than twice those of its nearest com-
petitor. This achievement reflects the Bank's 
disciplined talent management practices, 
strong performance culture, and continued 
investment in employee capability.

Omni-Channel Banking operation 

Guided by our commitment to custom-
er-centricity, during the 2025/26 financial 
year, the Bank significantly strengthened its 
Omni channel banking ecosystem through 
infrastructure upgrades and customer-fo-
cused digital and physical service enhance-
ments.

ATM & POS Networks: The ATM network 
grew to 385 terminals with 85 newly 
deployed units, processing 2.44 million 
domestic transactions worth Birr 4.61 
billion and 109,546 international transac-
tions valued at USD 6.1 million. The POS 
terminal network expanded to 1,500 units, 
managing 491,098 domestic transactions 
totaling Birr 1.5 billion and 322,797 inter-
national transactions valued at USD 15.97 
million. This expansion not only enhances 
customer convenience and expanded 
customer access to easy transaction services 
but also contributes to merchant business 
growth, increased financial inclusion, and 
the development of Ethiopia's digital pay-
ments ecosystem.

Specialized Corporate Solutions
 
Recognizing that exceptional banking 
extends beyond traditional branch services, 
the Bank continued to enhance its Doorstep 
Banking Service. Doorstep banking con-
ducted 2,500 customer visits, successfully 
collecting over Birr 441 million in cash and 
Birr 273.6 million in cheques. Onsite payroll 
services completed 120 visits, distributing 
more than Birr 1.9 billion in salaries to 
246,601 employees. This improved opera-
tional efficiency for corporate clients by 
reducing cash-handling risks, saving valu-
able time, and enabling businesses to focus 
on their core operations.

Digital and E-Banking Services

Internet and mobile banking subscriptions 
grew to 256,249, facilitating over 1.45 
million transactions valued in excess of Birr 
22.2 billion. Key digital upgrades included 
UI/UX platform enhancements and the 
introduction of the secure, paperless Green 

PIN-by-SMS system replacing the traditional 
paper-based PIN mailer. These improve-
ments have simplified customer journeys, 
increased service accessibility, and laid a 
strong foundation for the introduction of 
additional digital capabilities in the coming 
years.

Payment Card Personalization 

The PCI DSS-certified Card Personalization 
Bureau grew the total debit cardholder 
base to over 174,006 and issued a wide 
range of payment cards, including local 
debit cards, International Prepaid Platinum 
Travel MasterCard cards, local prepaid and 
gift cards, as well as personalized co-brand-
ed cards in collaboration with corporate 
partners. This strategic infrastructure 
enables the secure and timely issuance of 
payment cards, significantly improving 
efficiency and customer experience.

School Payment and Management 
System

Meanwhile, the School Payment and Man-
agement System served over 30,000 
students across more than 82,052 transac-
tions valued at over ETB 585.7 million. By 
modernizing tuition fee collection and 
automating key school administration 
processes, the solution has reduced admin-
istrative burdens, improved financial trans-
parency, and enhanced operational 
efficiency, enabling schools to devote 
greater time and resources to their core 
mission of teaching and learning.
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Information Technology and digitiza-
tion
 
During the 2025/26 fiscal year, the Bank 
made significant progress in advancing its 
digital transformation agenda through stra-
tegic investments in information technolo-
gy, cyber-security, digital banking, opera-
tional excellence, and innovation.

A major milestone during the year was the 
strengthening of the Bank's cyber-security 
capabilities to safeguard its information 
assets, digital services, and customer data 
against the evolving cyber threat landscape. 
These efforts culminated in the successful 
achievement of ISO/IEC 27001:2022 Infor-
mation Security Management System 
(ISMS) Certification, demonstrating the 
Bank's commitment to internationally 
recognized best practices for information 
security, regulatory compliance, and the 
protection of customer information. This 
achievement further enhances stakeholder 
confidence and reinforces the Bank's posi-
tion as a secure and trusted financial institu-
tion.

The Bank also made substantial investments 
in modernizing its digital banking ecosys-
tem. Significant enhancements were made 
to the Mobile Banking and Internet Banking 
platforms to provide customers with faster, 
more secure banking services. To improve 
operational efficiency, the Bank accelerated 
the automation of internal business 
processes across multiple functional areas. 
Several manual processes were digitized 
and automated, reducing turnaround time, 
improving operational accuracy, strength-
ening internal controls, and enhancing 
service delivery.

 
Recognizing the importance of collabora-
tion within the digital financial ecosystem, 
the Bank also undertook several strategic 
ecosystem integration initiatives during the 
year. Through integration with payment 
systems, FinTech partners, and third-party 
service providers, the Bank expanded the 
accessibility of its financial services and 
enabled customers to seamlessly interact 
with a broader digital ecosystem. 

The Bank continued to leverage both inter-
nal technology expertise and strategic part-
nerships to develop innovative digital solu-
tions, modernize applications, automate 
operations, and enhance service quality. 

Collectively, these initiatives significantly 
strengthened the Bank's technology capa-
bilities, enhanced customer confidence in 
digital banking services, improved opera-
tional efficiency, reinforced cyber resilience, 
and positioned the Bank to compete effec-
tively within Ethiopia's rapidly evolving 
financial services landscape.

Risk Management and Compliance

To safeguard institutional integrity and 
comply with global regulatory standards, 
the Bank embeds proactive risk manage-
ment across all operations. We continuous-
ly assess and mitigate financial and non-fi-
nancial risks through dynamic system 
enhancements. Our compliance framework 
is anchored by strict AML/CTF controls.

ESG

Zemen Bank in collaboration with EIB has 
successfully completed the strategic Techni-
cal Assistance (TA) program on green 

financing systems. This foundational sup-
port has built institutional knowledge across 
the bank, engaging the Board of Directors 
as well as key credit, risk, audit, and ESG 
teams, and achieved several critical 
outcomes:
• Enhanced the bank's sustainability plan-

ning, tracking, and reporting on climate 
issues, ensuring alignment with IFRS S2 
disclosure standards.

• Conducted intensive Training programs 
on climate risk assessment and green 
financing to embed capacity across mul-
tiple bank units.

• Continued a comprehensive portfolio 
assessment of the bank’s baseline expo-
sure and its long-term contribution to 
climate change.

• Created practical, operational-level tools 
to evaluate green lending, and gen-
der-inclusion criteria to benefit women, 
alongside upgraded Environmental & 
Social (E&S) risk assessment procedures.

Building on these achievements, the part-
nership is now transitioning into its highly 
anticipated operational phase. The EIB and 
Zemen Bank have finalized an equal co-fi-
nancing agreement to launch a credit line 
for green SME agribusinesses. 

Corporate Governance 

To guarantee efficient management over-
sight and seamless business operations, 
Zemen Bank has put in place a robust 
corporate governance system. The Board of 
Directors is supported by key standing com-
mittees encompassing Audit, Risk & Compli-
ance, Nomination and remuneration, 
Credit, and Strategy & Corporate Develop-
ment, Information technology  that rigor-

ously oversight  plan and actual perfor-
mance of the bank , compliance to Direc-
tives and  polices ,business and  strategic 
and  operational  matters . In today’s 
dynamic environment, building a great 
institution requires governance agents and 
drivers who are wise, complementary, 
forward-looking, and capable of under-
standing diverse perspectives. It also 
demands a firm commitment to public 
accountability, the ability to sustain con-
structive and dynamic boardroom conversa-
tions, and a disciplined approach to plan-
ning and measuring corporate governance 
processes and practices. By embedding 
these principles, Zemen Bank continues to 
strengthen its position as a leader in the 
financial sector and a model within the 
national ecosystem — going beyond tradi-
tional financial and non-financial perfor-
mance measurement.In this spirit, the Bank 
took significant steps during the year to 
elevate the Board’s competency on sustain-
ability matters through two dedicated train-
ing sessions focused on the National Bank 
of Ethiopia’s (NBE) sustainability require-
ments, climate risk management, transition 
planning, and green financing. These initia-
tives ensure our leadership remains at the 
forefront of industry best practices. In align-
ment with NBE directives, we continue to 
uphold the highest standards of account-
ability, transparency, and ethical conduct.

Corporate Social Responsibility

Zemen Bank's commitment to community 
welfare has been demonstrated through 
impactful Corporate Social Responsibility 
(CSR) initiatives. Our CSR contributions 
totaled Birr 33.8 million this year. Beyond 
financial contributions, our community 

engagement encompassed the plantation 
of 6,000 seedlings, in-kind support, a blood 
donation drive, and a significant education-
al initiative providing financial literacy train-
ing to students across four secondary 
schools and one elementary school. These 
efforts underscore our unwavering commit-
ment to fostering inclusive and sustainable 
growth.

Way Forward

Looking ahead, Zemen Bank will continue to 
pursue excellence by strengthening its com-
petitive position, advancing digital and 
cyber capabilities, developing its people, 
and contributing positively to the broader 
economy. Priority areas include human-cap-
ital development, cyber-security and digital 
trust, and positioning the Bank for a more 
open and competitive financial sector. The 
Bank has begun preparation for the next 
strategic planning  process in agile frame-
work . With solid capital, strong profitabili-
ty, expanding digital reach and a clear stra-
tegic direction, the Board looks to the future 
with confidence and remains fully commit-
ted to protecting the progress achieved and 
to driving Zemen Bank’s continued sustain-
able growth for the benefit of shareholders, 
customers, employees and the nation.

Human Capital Development
 
We believe that professional growth drives 
operational success. A skilled and efficient 
workforce is essential to the Bank’s 
long-term success and service delivery. To 
maximize productivity and employee poten-
tial, we place deliberate emphasis on 
nurturing talent at every stage. By expand-
ing our training programs, clarifying career 

progression, and building robust succes-
sion frameworks, we foster a culture of 
commitment and continuous learning. Ulti-
mately, this empowers our employees to be 
proactive, customer-focused, and highly 
competent ambassadors of the Bank.

Strengthening Cyber-security and 
Digital Trust

The Bank will continue building on its 
achievement of ISO/IEC 27001:2022 certifi-
cation by continuously improving its Infor-
mation Security Management System, 
enhancing cyber resilience, investing in 
advanced security technologies, strength-
ening cyber threat detection and response 
capabilities, and promoting a strong securi-
ty culture across the organization.

The Bank will also continue investing in the 
modernization of its digital banking plat-
forms to deliver secure, seamless, and 
customer-centric banking experiences. 
Future initiatives will focus on expanding 
Mobile Banking and Internet Banking capa-
bilities, enhancing digital onboarding and 
self-service services, increasing digital pay-
ment options, and broadening ecosystem 
integrations with FinTechs, payment plat-
forms, government services, and other stra-
tegic partners to create a more connected 
digital banking experience.

Positioning the Bank for the Future

As Ethiopia's financial sector becomes 
increasingly digital and competitive, the 
Bank will continue leveraging technology 
as a strategic differentiator. By investing in 
innovation, strengthening strategic part-

nerships, adopting emerging technologies, 
and continuously developing employee 
capabilities, the Bank aims to deliver secure, 
resilient, and innovative financial services 
that meet evolving customer expectations 
while contributing to Ethiopia's digital econ-
omy.
Through these strategic initiatives, the Bank 
remains committed to building a secure, 
resilient, technology-driven, and custom-
er-centric financial institution that delivers 
sustainable value to customers, sharehold-
ers, employees, and the communities it 
serves.

Strategy

During the fiscal year, the Bank undertook a 
comprehensive strategy review and corpo-
rate score card realignment to ensure con-
tinued relevance and competitiveness in a 
rapidly evolving financial landscape. 
Although the 2025/26 fiscal year represents 
the fourth year of implementing the Bank's 
five-year strategic plan, the Bank has set a 
plan of preparation for the next strategic 
planning cycle. 

Overall, The Bank remains committed to 
continuously investing in modern technolo-
gies, expanding its Omni-channel capabili-
ties, and delivering innovative financial solu-
tions that anticipate evolving customer 
needs. Through sustained digital transfor-
mation, strengthened payment infrastruc-
ture, and customer-focused service innova-
tion, the Bank is well positioned to provide a 
secure, seamless, and differentiated banking 
experience while creating long-term value 
for its customers, shareholders, and the 
communities it serves.
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Macro-Economic Developments

Global growth is projected to slow from 3.5 
percent in 2025 to 3.0 percent in 2026 
amid heightened geopolitical tensions, 
trade disruptions, and elevated energy 
prices before recovering to 3.4 percent in 
2027. According to the IMF's July 2026 
World Economic Outlook Update, growth 
in emerging markets and developing econ-
omies is expected to moderate to 3.8 
percent in 2026, while global trade volume 
growth is projected to slow from 5.0 
percent in 2025 to 3.5 percent in 2026 as 
tariffs, supply chain adjustments, and trade 
uncertainties weigh on global commerce. 
Global headline inflation is projected to 
increase from 4.1 percent in 2025 to 4.7 
percent in 2026 before easing to 3.9 
percent in 2027.

In Sub-Saharan Africa, economic growth is 
expected to remain broadly stable at 4.3 
percent in 2026 before improving to 4.5 
percent in 2027, supported by macroeco-
nomic stabilization and reform efforts 
despite continued global uncertainties.

Domestically, Ethiopia is expected to main-
tain strong economic momentum despite 
ongoing structural challenges. The govern-
ment projects 10.1 percent GDP growth for 
FY2026/27, following an estimated 10.2 
percent expansion in FY2025/26, while the 

IMF forecasts growth of 7.9 percent for 
FY2026/27. Export earnings reached a 
record USD 10.7 billion during FY2025/26, 
and foreign direct investment increased to 
USD 4.32 billion, reflecting continued 
investor confidence and the impact of mac-
roeconomic reforms. Following the transi-
tion to a market-based exchange rate, the 
average exchange rate increased from ETB 
135.37/USD to ETB 158.05/USD, represent-
ing an annual depreciation of 16.75 
percent. Meanwhile, headline inflation rose 
to 13.4 percent in May 2026, prompting 
the National Bank of Ethiopia to maintain a 
tight monetary policy stance to preserve 
macroeconomic stability. 

Although the global outlook remains sub-
ject to significant geopolitical and trade-re-
lated risks, Ethiopia's strong economic 
growth, record export performance, 
increasing foreign investment, and ongoing 
structural reforms provide a favorable 
outlook. These developments are expected 
to strengthen investor confidence, support 
private sector expansion, enhance foreign 
exchange inflows, and create opportunities 
for banks to mobilize deposits, expand 
lending, increase trade finance activities, 
and diversify non-interest income while 
maintaining prudent liquidity and risk man-
agement.

Zemen Bank’s Performance Highlights

Operating within a dynamic policy and 
regulatory environment, and amid geopo-
litical uncertainties and intensifying compe-
tition, Zemen Bank delivered another year 
of robust growth expanding its balance 
sheet, strengthening its capital base and 
achieving record profitability. This perfor-
mance reflects the Bank’s ability to turn the 
evolving policy landscape into an opportu-
nity for disciplined growth, operational 
excellence and long-term value creation.

Financial Sector Developments

As of June 30, 2026, Ethiopia's banking 
industry comprised 32 commercial banks 
navigating a transforming macro-financial 
landscape under ongoing structural 
reforms. Industry-wide deposits reached 
Birr 4.83 trillion, reflecting a robust 37.8 
percent year-on-year increase driven by 
digital channel expansion and savings 
mobilization. Total outstanding loans 
reached Birr 3.42 trillion, representing a 
dramatic 24.9 percent year-on-year growth 
to support key economic sectors. Conse-
quently, total banking industry assets rose 
to Birr 6.35 trillion, up 35.9 percent from 
the previous year, solidifying the sector's 
role in driving national economic growth.

Throughout the year, to anchor inflation 
within the NBE's monetary policy frame-
work, the National Bank of Ethiopia main-
tained the central bank policy rate at 15 
percent and kept the private-sector credit 
growth cap at 24 percent as of June 30, 
2026. Simultaneously, the NBE increased 
the reserve requirement ratio by 3 percent-
age points to 10 percent, granting a 

3-to-6-month window for compliance. The 
official removal of the mandatory 7 percent 
minimum deposit rate floor now allows 
market-driven pricing through flexible 
negotiation between depositors and banks.
 
Furthermore, FX liberalization under Direc-
tive FXD/04/2026 significantly simplifies 
profit repatriation, introduces forward con-
tracts, and eases FX access for individuals 
and commercial enterprises, signaling a 
shift toward a market-determined 
exchange rate regime.

While the repeal of mandatory T-bond 
purchase requirements permanently eases 
structural liquidity pressure on private com-
mercial banks, the binding credit growth 
cap challenged credit availability and insti-
tutional liquidity, emphasizing the need for 
proactive balance-sheet and asset-liability 
management. Externally, the successful 
launch of the Ethiopian Securities Exchange 
(ESX) in January 2025 represents a pivotal 
step toward capital market development, 
enabling long-term debt and equity financ-
ing. Finally, the landmark Banking Business 
Proclamation No. 1360/2025 permits 
foreign entry through subsidiaries, branch-
es, equity stakes, or representative offices, a 
major liberalization milestone that will drive 
competition, technological innovation, and 
foreign investment across the Ethiopian 
banking landscape.

Deposits

By June 2026, Zemen Bank achieved a 
major milestone, reaching ETB 85 billion in 
total outstanding deposits, an impressive 
32 percent increase (ETB 20.6 billion) com-
pared to the previous year. This perfor-
mance stands out against a tight regulatory 

challenge and broader geopolitical hurdles. 
The Bank's disciplined focus on deposit 
gathering, coupled with a targeted physical 
network growth that now spans 142 
branches, enabled it to grow its customer 
base to 394,955 account holders.

     

Loans & Advances

Navigating the National Bank of Ethiopia’s 
mandatory 24 percent credit growth cap, 
Zemen Bank successfully expanded its net 
loan and advances portfolio to ETB 51.7 
billion during the fiscal year. The Bank regis-
tered an additional ETB 10.2 billion in loans 
and advances, representing a 24.6 percent 
increase compared to the previous year. This 
performance underscores the Bank's 
prudent credit management and its contin-
ued commitment to supporting the financ-
ing needs of customers within the regulato-
ry framework.

 

The Bank maintained strong asset quality, 
keeping its Non-Performing Loan (NPL) 
ratio well below the regulatory threshold. 
As of June 30, 2026, the NPL ratio stood at 
2.48 percent, comfortably below both the 
NBE's limit of 5 percent and the Bank's own 
stricter internal benchmark of 4 percent. 
This performance reflects the Bank's robust 
credit risk management, effective loan 
monitoring, and commitment to sound 
financial health.

International Banking

Foreign exchange mobilization hit a key 
milestone this fiscal year, with the Bank 
securing USD 698 million through its inter-
national banking operations. Reaffirming 
international banking as a vital income 
driver. This solid performance highlights 
the Bank's ongoing focus on bolstering 
trade finance, accelerating remittance 
flows, and leveraging robust global bank-
ing relationships to drive foreign currency 
inflows.

 

Financial Performance
Total Asset

Zemen Bank closed the fiscal year on June 
30, 2026, with a significantly expanded 
balance sheet, reaching ETB 116.5 billion in 

total assets, a remarkable 31.9 percent 
year-on-year growth that highlights its 
accelerating financial capacity.

Loan and advance served as the primary 
growth engine, with net loans and advanc-
es dominating the asset structure at 44.4 
percent of total assets. This core portfolio 
was balanced by foreign bank deposits and 
placements (25.7 percent) and cash 
reserves maintained with the National Bank 
of Ethiopia (11.4 percent).

Throughout the period, the Bank main-
tained exceptional financial resilience, 
ending the year with a liquidity ratio com-
fortably exceeding the statutory 15 percent 
minimum, reflecting a disciplined, 
forward-looking approach to liquidity risk 
management.

 

Total Liability

Deposits remain the largest component of 
the bank's liabilities, representing a signifi-
cant portion of total liabilities on the 
balance sheet. During the fiscal year ended 
June 30, 2026, deposits recorded steady 
and substantial growth, reflecting prudent 
expansion amid prevailing economic condi-
tions. As a result, the bank's total liabilities 

reached ETB 90.6 billion by the end of the 
fiscal year, marking a notable increase com-
pared to the previous year. This perfor-
mance underscores the Bank's capacity to 
strengthen its funding base despite external 
challenges.

 

Capital

As of June 30, 2026, the Bank's total capital 
reached Birr 25.9 billion, marking a remark-
able year-on-year growth of 40.8 percent. 
This increase was primarily driven by strong 
growth in the Bank's core capital compo-
nents. The Bank’s paid-up capital stood at 
Birr 14.29 billion, reflecting an increase of 
Birr 4.9 billion or 52 percent compared to 
the previous year.

Moreover, the Bank maintained a robust 
capital adequacy ratio of 40 percent, 
significantly surpassing the regulatory mini-
mum requirement of 8 percent, underscor-
ing its strong financial resilience and capac-
ity to support sustainable growth.

Income

As of June 2026, the Bank's total income 
reached Birr 17.9 billion, reflecting a 
remarkable 24 percent growth compared 
to the same period last year and exceeding 
the annual target.

 

The main driver of this income was interest 
revenue, which accounted for Birr 10.15 
billion or nearly 57 percent of the total. 
Service charges and commissions contribut-
ed Birr 5.1 billion (28.5 percent), while net 
earnings from foreign exchange transac-
tions amounted to Birr 2.4 billion (13 
percent). The remaining Birr 273.1 million 
(1.5 percent) came from other sources of 
income.

 

Expenditure

During the fiscal year, the Bank's total 
expenses reached Birr 8.58 billion, repre-
senting an increase of Birr 2.4 billion (38.4 
percent) compared to the previous year. 
Despite this rise, expenditures remained 
below the approved annual budget, under-
scoring the Bank's effective cost manage-
ment.

A detailed analysis of the Bank's cost struc-
ture shows that interest expenses constitut-
ed the largest portion, totaling Birr 3.6 
billion (42 percent). This was followed by 
salary and employee benefits which 
amounted to Birr 2.7 billion (31 percent). 
General operating expenses accounted for 
Birr 1.8 billion (21 percent), while deprecia-
tion and amortization expenses represent-
ed Birr 505.5 million (6 percent).

 

Earning

In the concluded fiscal year, Zemen Bank 
recorded a gross profit of Birr 9.97 billion 
before depreciation and provisions, mark-
ing a substantial increase of Birr 882.7 
million (9.7 percent) compared to the previ-
ous year. This performance translates to 
108 percent of the fiscal year's planned 
target. Net profit for the period reached Birr 
6.75 billion, surpassing last year's figure by 
Birr 885.9 million, equivalent to a 15 
percent growth. 

 
 

Financial Soundness Indicators

Zemen Bank demonstrated strong perfor-
mance across three key financial indicators 
- Earnings Per Share (EPS), Return on Aver-
age Assets (ROAA), and Return on Average 
Equity (ROAE) - underscoring effective 
management and solid financial health.

Earning Per Share (EPS) – As of June 
2026, the Bank reported a profit after tax of 
Birr 6.75 billion, resulting in an EPS of 53.9 
percent. This level remains among the high-
est in the industry and well above the past 
five year average of 48.26%, reflecting 
Zemen Bank's consistent ability to generate 
exceptional value for its shareholders

Return on Average Assets (ROAA) – The 
Bank achieved an impressive Return on 
Average Assets of 6.6 percent, significantly 
higher than its five-year average of 5.21 
percent. This result demonstrates the bank's 
strong efficiency in leveraging its assets for 
profitability. Moreover, it far exceeds the 
average ROAA reported by private banks, 
highlighting Zemen Bank's superior perfor-
mance.
 
 

Return on Average Equity (ROAE) - The 
Bank achieved a ROAE of 37.8% for the 
year, significantly exceeding its five-year 
average of 30.65%. This strong perfor-
mance demonstrates the Bank's enhanced 
ability to generate higher returns for its 
shareholders.

Proposed Dividend payouts

After deducting appropriate tax, legal 
reserves, and Board remuneration from the 
gross profit, a net profit of Birr 4.571 billion 
was transferred to retained earnings.

The Board of Directors proposes Birr 
2,072,447,425.24 to be distributed to 
shareholders as dividend payment and the 
remaining balance kept in the retained 
earnings account. Based on the year-aver-
age.

Other Business Developments

Zemen Bank achieved remarkable progress 
during the fiscal year, with strong perfor-
mance not only in terms of financial metrics 
but also in overall operations, leading to 
exceptional growth.

Interest free Banking (IFB)

Zemen Bank commenced Interest-Free 
Banking (IFB) operations on June 25, 2026. 
As the IFB operations commenced only 
during the final days of the reporting 
period, the Bank did not prepare audited 
financial statements specifically for its IFB 
operations for the year ended June 30, 

2026; accordingly, financial information 
relating to IFB assets, liabilities, income, 
expenses, cash flows, and changes in equity 
has not been presented in this report. The 
Board is currently evaluating the appropri-
ate course of action to ensure compliance 
with applicable statutory, regulatory, and 
financial reporting requirements, and users 
of this report should therefore not regard 
the information presented herein as a sub-
stitute for a complete set of financial state-
ments prepared in accordance with the 
applicable financial reporting framework.

Human Capital Development

The Bank firmly believes that its people are 
its most valuable asset and remains commit-
ted to building a high-performing work-
force through continuous learning, talent 
development, and merit-based career 
advancement. This commitment enables 
employees to realize their full potential 
while delivering superior customer experi-
ences and creating sustainable long-term 
value for shareholders and other stakehold-
ers.

Consistent with its talent strategy, the Bank 
continued to attract, develop, and retain 
high-caliber professionals. During the fiscal 
year, 140 employees joined the Bank, 
including 29 fresh graduates. Consequently, 
the Bank's permanent workforce reached 
1,893 employees as of June 30, 2026 with a 
modest increase from previous year.  

The Bank also continued to prioritize inter-
nal talent development by creating oppor-
tunities for career growth and mobility. 

During the year, 7,770 employees partici-
pated in a broad range of technical, behav-
ioral, leadership, succession, and career 
development programs. To further 
strengthen its learning culture and support 
continuous professional development, the 
Bank partnered with LinkedIn Learning, 
providing 800 employees with access to 
internationally recognized digital learning 
resources and professional development 
content. 

The Bank remains committed to fostering a 
high-performance culture through a robust 
performance management framework that 
emphasizes continuous feedback, objective 
performance evaluation, and alignment of 
individual contributions with strategic busi-
ness objectives. Outstanding performance 
is recognized and rewarded through a 
performance-based incentive system.

These strategic investments in human capi-
tal continue to generate measurable busi-
ness value. As of June 30, 2026, Zemen 
Bank maintained the highest workforce 
productivity in the Ethiopian banking indus-
try, recording productivity levels that were 
more than twice those of its nearest com-
petitor. This achievement reflects the Bank's 
disciplined talent management practices, 
strong performance culture, and continued 
investment in employee capability.

Omni-Channel Banking operation 

Guided by our commitment to custom-
er-centricity, during the 2025/26 financial 
year, the Bank significantly strengthened its 
Omni channel banking ecosystem through 
infrastructure upgrades and customer-fo-
cused digital and physical service enhance-
ments.

ATM & POS Networks: The ATM network 
grew to 385 terminals with 85 newly 
deployed units, processing 2.44 million 
domestic transactions worth Birr 4.61 
billion and 109,546 international transac-
tions valued at USD 6.1 million. The POS 
terminal network expanded to 1,500 units, 
managing 491,098 domestic transactions 
totaling Birr 1.5 billion and 322,797 inter-
national transactions valued at USD 15.97 
million. This expansion not only enhances 
customer convenience and expanded 
customer access to easy transaction services 
but also contributes to merchant business 
growth, increased financial inclusion, and 
the development of Ethiopia's digital pay-
ments ecosystem.

Specialized Corporate Solutions
 
Recognizing that exceptional banking 
extends beyond traditional branch services, 
the Bank continued to enhance its Doorstep 
Banking Service. Doorstep banking con-
ducted 2,500 customer visits, successfully 
collecting over Birr 441 million in cash and 
Birr 273.6 million in cheques. Onsite payroll 
services completed 120 visits, distributing 
more than Birr 1.9 billion in salaries to 
246,601 employees. This improved opera-
tional efficiency for corporate clients by 
reducing cash-handling risks, saving valu-
able time, and enabling businesses to focus 
on their core operations.

Digital and E-Banking Services

Internet and mobile banking subscriptions 
grew to 256,249, facilitating over 1.45 
million transactions valued in excess of Birr 
22.2 billion. Key digital upgrades included 
UI/UX platform enhancements and the 
introduction of the secure, paperless Green 

PIN-by-SMS system replacing the traditional 
paper-based PIN mailer. These improve-
ments have simplified customer journeys, 
increased service accessibility, and laid a 
strong foundation for the introduction of 
additional digital capabilities in the coming 
years.

Payment Card Personalization 

The PCI DSS-certified Card Personalization 
Bureau grew the total debit cardholder 
base to over 174,006 and issued a wide 
range of payment cards, including local 
debit cards, International Prepaid Platinum 
Travel MasterCard cards, local prepaid and 
gift cards, as well as personalized co-brand-
ed cards in collaboration with corporate 
partners. This strategic infrastructure 
enables the secure and timely issuance of 
payment cards, significantly improving 
efficiency and customer experience.

School Payment and Management 
System

Meanwhile, the School Payment and Man-
agement System served over 30,000 
students across more than 82,052 transac-
tions valued at over ETB 585.7 million. By 
modernizing tuition fee collection and 
automating key school administration 
processes, the solution has reduced admin-
istrative burdens, improved financial trans-
parency, and enhanced operational 
efficiency, enabling schools to devote 
greater time and resources to their core 
mission of teaching and learning.

Information Technology and digitiza-
tion
 
During the 2025/26 fiscal year, the Bank 
made significant progress in advancing its 
digital transformation agenda through stra-
tegic investments in information technolo-
gy, cyber-security, digital banking, opera-
tional excellence, and innovation.

A major milestone during the year was the 
strengthening of the Bank's cyber-security 
capabilities to safeguard its information 
assets, digital services, and customer data 
against the evolving cyber threat landscape. 
These efforts culminated in the successful 
achievement of ISO/IEC 27001:2022 Infor-
mation Security Management System 
(ISMS) Certification, demonstrating the 
Bank's commitment to internationally 
recognized best practices for information 
security, regulatory compliance, and the 
protection of customer information. This 
achievement further enhances stakeholder 
confidence and reinforces the Bank's posi-
tion as a secure and trusted financial institu-
tion.

The Bank also made substantial investments 
in modernizing its digital banking ecosys-
tem. Significant enhancements were made 
to the Mobile Banking and Internet Banking 
platforms to provide customers with faster, 
more secure banking services. To improve 
operational efficiency, the Bank accelerated 
the automation of internal business 
processes across multiple functional areas. 
Several manual processes were digitized 
and automated, reducing turnaround time, 
improving operational accuracy, strength-
ening internal controls, and enhancing 
service delivery.

 
Recognizing the importance of collabora-
tion within the digital financial ecosystem, 
the Bank also undertook several strategic 
ecosystem integration initiatives during the 
year. Through integration with payment 
systems, FinTech partners, and third-party 
service providers, the Bank expanded the 
accessibility of its financial services and 
enabled customers to seamlessly interact 
with a broader digital ecosystem. 

The Bank continued to leverage both inter-
nal technology expertise and strategic part-
nerships to develop innovative digital solu-
tions, modernize applications, automate 
operations, and enhance service quality. 

Collectively, these initiatives significantly 
strengthened the Bank's technology capa-
bilities, enhanced customer confidence in 
digital banking services, improved opera-
tional efficiency, reinforced cyber resilience, 
and positioned the Bank to compete effec-
tively within Ethiopia's rapidly evolving 
financial services landscape.

Risk Management and Compliance

To safeguard institutional integrity and 
comply with global regulatory standards, 
the Bank embeds proactive risk manage-
ment across all operations. We continuous-
ly assess and mitigate financial and non-fi-
nancial risks through dynamic system 
enhancements. Our compliance framework 
is anchored by strict AML/CTF controls.

ESG

Zemen Bank in collaboration with EIB has 
successfully completed the strategic Techni-
cal Assistance (TA) program on green 

financing systems. This foundational sup-
port has built institutional knowledge across 
the bank, engaging the Board of Directors 
as well as key credit, risk, audit, and ESG 
teams, and achieved several critical 
outcomes:
• Enhanced the bank's sustainability plan-

ning, tracking, and reporting on climate 
issues, ensuring alignment with IFRS S2 
disclosure standards.

• Conducted intensive Training programs 
on climate risk assessment and green 
financing to embed capacity across mul-
tiple bank units.

• Continued a comprehensive portfolio 
assessment of the bank’s baseline expo-
sure and its long-term contribution to 
climate change.

• Created practical, operational-level tools 
to evaluate green lending, and gen-
der-inclusion criteria to benefit women, 
alongside upgraded Environmental & 
Social (E&S) risk assessment procedures.

Building on these achievements, the part-
nership is now transitioning into its highly 
anticipated operational phase. The EIB and 
Zemen Bank have finalized an equal co-fi-
nancing agreement to launch a credit line 
for green SME agribusinesses. 

Corporate Governance 

To guarantee efficient management over-
sight and seamless business operations, 
Zemen Bank has put in place a robust 
corporate governance system. The Board of 
Directors is supported by key standing com-
mittees encompassing Audit, Risk & Compli-
ance, Nomination and remuneration, 
Credit, and Strategy & Corporate Develop-
ment, Information technology  that rigor-

ously oversight  plan and actual perfor-
mance of the bank , compliance to Direc-
tives and  polices ,business and  strategic 
and  operational  matters . In today’s 
dynamic environment, building a great 
institution requires governance agents and 
drivers who are wise, complementary, 
forward-looking, and capable of under-
standing diverse perspectives. It also 
demands a firm commitment to public 
accountability, the ability to sustain con-
structive and dynamic boardroom conversa-
tions, and a disciplined approach to plan-
ning and measuring corporate governance 
processes and practices. By embedding 
these principles, Zemen Bank continues to 
strengthen its position as a leader in the 
financial sector and a model within the 
national ecosystem — going beyond tradi-
tional financial and non-financial perfor-
mance measurement.In this spirit, the Bank 
took significant steps during the year to 
elevate the Board’s competency on sustain-
ability matters through two dedicated train-
ing sessions focused on the National Bank 
of Ethiopia’s (NBE) sustainability require-
ments, climate risk management, transition 
planning, and green financing. These initia-
tives ensure our leadership remains at the 
forefront of industry best practices. In align-
ment with NBE directives, we continue to 
uphold the highest standards of account-
ability, transparency, and ethical conduct.

Corporate Social Responsibility

Zemen Bank's commitment to community 
welfare has been demonstrated through 
impactful Corporate Social Responsibility 
(CSR) initiatives. Our CSR contributions 
totaled Birr 33.8 million this year. Beyond 
financial contributions, our community 

engagement encompassed the plantation 
of 6,000 seedlings, in-kind support, a blood 
donation drive, and a significant education-
al initiative providing financial literacy train-
ing to students across four secondary 
schools and one elementary school. These 
efforts underscore our unwavering commit-
ment to fostering inclusive and sustainable 
growth.

Way Forward

Looking ahead, Zemen Bank will continue to 
pursue excellence by strengthening its com-
petitive position, advancing digital and 
cyber capabilities, developing its people, 
and contributing positively to the broader 
economy. Priority areas include human-cap-
ital development, cyber-security and digital 
trust, and positioning the Bank for a more 
open and competitive financial sector. The 
Bank has begun preparation for the next 
strategic planning  process in agile frame-
work . With solid capital, strong profitabili-
ty, expanding digital reach and a clear stra-
tegic direction, the Board looks to the future 
with confidence and remains fully commit-
ted to protecting the progress achieved and 
to driving Zemen Bank’s continued sustain-
able growth for the benefit of shareholders, 
customers, employees and the nation.

Human Capital Development
 
We believe that professional growth drives 
operational success. A skilled and efficient 
workforce is essential to the Bank’s 
long-term success and service delivery. To 
maximize productivity and employee poten-
tial, we place deliberate emphasis on 
nurturing talent at every stage. By expand-
ing our training programs, clarifying career 

progression, and building robust succes-
sion frameworks, we foster a culture of 
commitment and continuous learning. Ulti-
mately, this empowers our employees to be 
proactive, customer-focused, and highly 
competent ambassadors of the Bank.

Strengthening Cyber-security and 
Digital Trust

The Bank will continue building on its 
achievement of ISO/IEC 27001:2022 certifi-
cation by continuously improving its Infor-
mation Security Management System, 
enhancing cyber resilience, investing in 
advanced security technologies, strength-
ening cyber threat detection and response 
capabilities, and promoting a strong securi-
ty culture across the organization.

The Bank will also continue investing in the 
modernization of its digital banking plat-
forms to deliver secure, seamless, and 
customer-centric banking experiences. 
Future initiatives will focus on expanding 
Mobile Banking and Internet Banking capa-
bilities, enhancing digital onboarding and 
self-service services, increasing digital pay-
ment options, and broadening ecosystem 
integrations with FinTechs, payment plat-
forms, government services, and other stra-
tegic partners to create a more connected 
digital banking experience.

Positioning the Bank for the Future

As Ethiopia's financial sector becomes 
increasingly digital and competitive, the 
Bank will continue leveraging technology 
as a strategic differentiator. By investing in 
innovation, strengthening strategic part-

nerships, adopting emerging technologies, 
and continuously developing employee 
capabilities, the Bank aims to deliver secure, 
resilient, and innovative financial services 
that meet evolving customer expectations 
while contributing to Ethiopia's digital econ-
omy.
Through these strategic initiatives, the Bank 
remains committed to building a secure, 
resilient, technology-driven, and custom-
er-centric financial institution that delivers 
sustainable value to customers, sharehold-
ers, employees, and the communities it 
serves.

Strategy

During the fiscal year, the Bank undertook a 
comprehensive strategy review and corpo-
rate score card realignment to ensure con-
tinued relevance and competitiveness in a 
rapidly evolving financial landscape. 
Although the 2025/26 fiscal year represents 
the fourth year of implementing the Bank's 
five-year strategic plan, the Bank has set a 
plan of preparation for the next strategic 
planning cycle. 

Overall, The Bank remains committed to 
continuously investing in modern technolo-
gies, expanding its Omni-channel capabili-
ties, and delivering innovative financial solu-
tions that anticipate evolving customer 
needs. Through sustained digital transfor-
mation, strengthened payment infrastruc-
ture, and customer-focused service innova-
tion, the Bank is well positioned to provide a 
secure, seamless, and differentiated banking 
experience while creating long-term value 
for its customers, shareholders, and the 
communities it serves.
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Macro-Economic Developments

Global growth is projected to slow from 3.5 
percent in 2025 to 3.0 percent in 2026 
amid heightened geopolitical tensions, 
trade disruptions, and elevated energy 
prices before recovering to 3.4 percent in 
2027. According to the IMF's July 2026 
World Economic Outlook Update, growth 
in emerging markets and developing econ-
omies is expected to moderate to 3.8 
percent in 2026, while global trade volume 
growth is projected to slow from 5.0 
percent in 2025 to 3.5 percent in 2026 as 
tariffs, supply chain adjustments, and trade 
uncertainties weigh on global commerce. 
Global headline inflation is projected to 
increase from 4.1 percent in 2025 to 4.7 
percent in 2026 before easing to 3.9 
percent in 2027.

In Sub-Saharan Africa, economic growth is 
expected to remain broadly stable at 4.3 
percent in 2026 before improving to 4.5 
percent in 2027, supported by macroeco-
nomic stabilization and reform efforts 
despite continued global uncertainties.

Domestically, Ethiopia is expected to main-
tain strong economic momentum despite 
ongoing structural challenges. The govern-
ment projects 10.1 percent GDP growth for 
FY2026/27, following an estimated 10.2 
percent expansion in FY2025/26, while the 

IMF forecasts growth of 7.9 percent for 
FY2026/27. Export earnings reached a 
record USD 10.7 billion during FY2025/26, 
and foreign direct investment increased to 
USD 4.32 billion, reflecting continued 
investor confidence and the impact of mac-
roeconomic reforms. Following the transi-
tion to a market-based exchange rate, the 
average exchange rate increased from ETB 
135.37/USD to ETB 158.05/USD, represent-
ing an annual depreciation of 16.75 
percent. Meanwhile, headline inflation rose 
to 13.4 percent in May 2026, prompting 
the National Bank of Ethiopia to maintain a 
tight monetary policy stance to preserve 
macroeconomic stability. 

Although the global outlook remains sub-
ject to significant geopolitical and trade-re-
lated risks, Ethiopia's strong economic 
growth, record export performance, 
increasing foreign investment, and ongoing 
structural reforms provide a favorable 
outlook. These developments are expected 
to strengthen investor confidence, support 
private sector expansion, enhance foreign 
exchange inflows, and create opportunities 
for banks to mobilize deposits, expand 
lending, increase trade finance activities, 
and diversify non-interest income while 
maintaining prudent liquidity and risk man-
agement.

Zemen Bank’s Performance Highlights

Operating within a dynamic policy and 
regulatory environment, and amid geopo-
litical uncertainties and intensifying compe-
tition, Zemen Bank delivered another year 
of robust growth expanding its balance 
sheet, strengthening its capital base and 
achieving record profitability. This perfor-
mance reflects the Bank’s ability to turn the 
evolving policy landscape into an opportu-
nity for disciplined growth, operational 
excellence and long-term value creation.

Financial Sector Developments

As of June 30, 2026, Ethiopia's banking 
industry comprised 32 commercial banks 
navigating a transforming macro-financial 
landscape under ongoing structural 
reforms. Industry-wide deposits reached 
Birr 4.83 trillion, reflecting a robust 37.8 
percent year-on-year increase driven by 
digital channel expansion and savings 
mobilization. Total outstanding loans 
reached Birr 3.42 trillion, representing a 
dramatic 24.9 percent year-on-year growth 
to support key economic sectors. Conse-
quently, total banking industry assets rose 
to Birr 6.35 trillion, up 35.9 percent from 
the previous year, solidifying the sector's 
role in driving national economic growth.

Throughout the year, to anchor inflation 
within the NBE's monetary policy frame-
work, the National Bank of Ethiopia main-
tained the central bank policy rate at 15 
percent and kept the private-sector credit 
growth cap at 24 percent as of June 30, 
2026. Simultaneously, the NBE increased 
the reserve requirement ratio by 3 percent-
age points to 10 percent, granting a 

3-to-6-month window for compliance. The 
official removal of the mandatory 7 percent 
minimum deposit rate floor now allows 
market-driven pricing through flexible 
negotiation between depositors and banks.
 
Furthermore, FX liberalization under Direc-
tive FXD/04/2026 significantly simplifies 
profit repatriation, introduces forward con-
tracts, and eases FX access for individuals 
and commercial enterprises, signaling a 
shift toward a market-determined 
exchange rate regime.

While the repeal of mandatory T-bond 
purchase requirements permanently eases 
structural liquidity pressure on private com-
mercial banks, the binding credit growth 
cap challenged credit availability and insti-
tutional liquidity, emphasizing the need for 
proactive balance-sheet and asset-liability 
management. Externally, the successful 
launch of the Ethiopian Securities Exchange 
(ESX) in January 2025 represents a pivotal 
step toward capital market development, 
enabling long-term debt and equity financ-
ing. Finally, the landmark Banking Business 
Proclamation No. 1360/2025 permits 
foreign entry through subsidiaries, branch-
es, equity stakes, or representative offices, a 
major liberalization milestone that will drive 
competition, technological innovation, and 
foreign investment across the Ethiopian 
banking landscape.

Deposits

By June 2026, Zemen Bank achieved a 
major milestone, reaching ETB 85 billion in 
total outstanding deposits, an impressive 
32 percent increase (ETB 20.6 billion) com-
pared to the previous year. This perfor-
mance stands out against a tight regulatory 

challenge and broader geopolitical hurdles. 
The Bank's disciplined focus on deposit 
gathering, coupled with a targeted physical 
network growth that now spans 142 
branches, enabled it to grow its customer 
base to 394,955 account holders.

     

Loans & Advances

Navigating the National Bank of Ethiopia’s 
mandatory 24 percent credit growth cap, 
Zemen Bank successfully expanded its net 
loan and advances portfolio to ETB 51.7 
billion during the fiscal year. The Bank regis-
tered an additional ETB 10.2 billion in loans 
and advances, representing a 24.6 percent 
increase compared to the previous year. This 
performance underscores the Bank's 
prudent credit management and its contin-
ued commitment to supporting the financ-
ing needs of customers within the regulato-
ry framework.

 

The Bank maintained strong asset quality, 
keeping its Non-Performing Loan (NPL) 
ratio well below the regulatory threshold. 
As of June 30, 2026, the NPL ratio stood at 
2.48 percent, comfortably below both the 
NBE's limit of 5 percent and the Bank's own 
stricter internal benchmark of 4 percent. 
This performance reflects the Bank's robust 
credit risk management, effective loan 
monitoring, and commitment to sound 
financial health.

International Banking

Foreign exchange mobilization hit a key 
milestone this fiscal year, with the Bank 
securing USD 698 million through its inter-
national banking operations. Reaffirming 
international banking as a vital income 
driver. This solid performance highlights 
the Bank's ongoing focus on bolstering 
trade finance, accelerating remittance 
flows, and leveraging robust global bank-
ing relationships to drive foreign currency 
inflows.

 

Financial Performance
Total Asset

Zemen Bank closed the fiscal year on June 
30, 2026, with a significantly expanded 
balance sheet, reaching ETB 116.5 billion in 

total assets, a remarkable 31.9 percent 
year-on-year growth that highlights its 
accelerating financial capacity.

Loan and advance served as the primary 
growth engine, with net loans and advanc-
es dominating the asset structure at 44.4 
percent of total assets. This core portfolio 
was balanced by foreign bank deposits and 
placements (25.7 percent) and cash 
reserves maintained with the National Bank 
of Ethiopia (11.4 percent).

Throughout the period, the Bank main-
tained exceptional financial resilience, 
ending the year with a liquidity ratio com-
fortably exceeding the statutory 15 percent 
minimum, reflecting a disciplined, 
forward-looking approach to liquidity risk 
management.

 

Total Liability

Deposits remain the largest component of 
the bank's liabilities, representing a signifi-
cant portion of total liabilities on the 
balance sheet. During the fiscal year ended 
June 30, 2026, deposits recorded steady 
and substantial growth, reflecting prudent 
expansion amid prevailing economic condi-
tions. As a result, the bank's total liabilities 

reached ETB 90.6 billion by the end of the 
fiscal year, marking a notable increase com-
pared to the previous year. This perfor-
mance underscores the Bank's capacity to 
strengthen its funding base despite external 
challenges.

 

Capital

As of June 30, 2026, the Bank's total capital 
reached Birr 25.9 billion, marking a remark-
able year-on-year growth of 40.8 percent. 
This increase was primarily driven by strong 
growth in the Bank's core capital compo-
nents. The Bank’s paid-up capital stood at 
Birr 14.29 billion, reflecting an increase of 
Birr 4.9 billion or 52 percent compared to 
the previous year.

Moreover, the Bank maintained a robust 
capital adequacy ratio of 40 percent, 
significantly surpassing the regulatory mini-
mum requirement of 8 percent, underscor-
ing its strong financial resilience and capac-
ity to support sustainable growth.

Income

As of June 2026, the Bank's total income 
reached Birr 17.9 billion, reflecting a 
remarkable 24 percent growth compared 
to the same period last year and exceeding 
the annual target.

 

The main driver of this income was interest 
revenue, which accounted for Birr 10.15 
billion or nearly 57 percent of the total. 
Service charges and commissions contribut-
ed Birr 5.1 billion (28.5 percent), while net 
earnings from foreign exchange transac-
tions amounted to Birr 2.4 billion (13 
percent). The remaining Birr 273.1 million 
(1.5 percent) came from other sources of 
income.

 

Expenditure

During the fiscal year, the Bank's total 
expenses reached Birr 8.58 billion, repre-
senting an increase of Birr 2.4 billion (38.4 
percent) compared to the previous year. 
Despite this rise, expenditures remained 
below the approved annual budget, under-
scoring the Bank's effective cost manage-
ment.

A detailed analysis of the Bank's cost struc-
ture shows that interest expenses constitut-
ed the largest portion, totaling Birr 3.6 
billion (42 percent). This was followed by 
salary and employee benefits which 
amounted to Birr 2.7 billion (31 percent). 
General operating expenses accounted for 
Birr 1.8 billion (21 percent), while deprecia-
tion and amortization expenses represent-
ed Birr 505.5 million (6 percent).

 

Earning

In the concluded fiscal year, Zemen Bank 
recorded a gross profit of Birr 9.97 billion 
before depreciation and provisions, mark-
ing a substantial increase of Birr 882.7 
million (9.7 percent) compared to the previ-
ous year. This performance translates to 
108 percent of the fiscal year's planned 
target. Net profit for the period reached Birr 
6.75 billion, surpassing last year's figure by 
Birr 885.9 million, equivalent to a 15 
percent growth. 

 
 

Financial Soundness Indicators

Zemen Bank demonstrated strong perfor-
mance across three key financial indicators 
- Earnings Per Share (EPS), Return on Aver-
age Assets (ROAA), and Return on Average 
Equity (ROAE) - underscoring effective 
management and solid financial health.

Earning Per Share (EPS) – As of June 
2026, the Bank reported a profit after tax of 
Birr 6.75 billion, resulting in an EPS of 53.9 
percent. This level remains among the high-
est in the industry and well above the past 
five year average of 48.26%, reflecting 
Zemen Bank's consistent ability to generate 
exceptional value for its shareholders

Return on Average Assets (ROAA) – The 
Bank achieved an impressive Return on 
Average Assets of 6.6 percent, significantly 
higher than its five-year average of 5.21 
percent. This result demonstrates the bank's 
strong efficiency in leveraging its assets for 
profitability. Moreover, it far exceeds the 
average ROAA reported by private banks, 
highlighting Zemen Bank's superior perfor-
mance.
 
 

Return on Average Equity (ROAE) - The 
Bank achieved a ROAE of 37.8% for the 
year, significantly exceeding its five-year 
average of 30.65%. This strong perfor-
mance demonstrates the Bank's enhanced 
ability to generate higher returns for its 
shareholders.

Proposed Dividend payouts

After deducting appropriate tax, legal 
reserves, and Board remuneration from the 
gross profit, a net profit of Birr 4.571 billion 
was transferred to retained earnings.

The Board of Directors proposes Birr 
2,072,447,425.24 to be distributed to 
shareholders as dividend payment and the 
remaining balance kept in the retained 
earnings account. Based on the year-aver-
age.

Other Business Developments

Zemen Bank achieved remarkable progress 
during the fiscal year, with strong perfor-
mance not only in terms of financial metrics 
but also in overall operations, leading to 
exceptional growth.

Interest free Banking (IFB)

Zemen Bank commenced Interest-Free 
Banking (IFB) operations on June 25, 2026. 
As the IFB operations commenced only 
during the final days of the reporting 
period, the Bank did not prepare audited 
financial statements specifically for its IFB 
operations for the year ended June 30, 

2026; accordingly, financial information 
relating to IFB assets, liabilities, income, 
expenses, cash flows, and changes in equity 
has not been presented in this report. The 
Board is currently evaluating the appropri-
ate course of action to ensure compliance 
with applicable statutory, regulatory, and 
financial reporting requirements, and users 
of this report should therefore not regard 
the information presented herein as a sub-
stitute for a complete set of financial state-
ments prepared in accordance with the 
applicable financial reporting framework.

Human Capital Development

The Bank firmly believes that its people are 
its most valuable asset and remains commit-
ted to building a high-performing work-
force through continuous learning, talent 
development, and merit-based career 
advancement. This commitment enables 
employees to realize their full potential 
while delivering superior customer experi-
ences and creating sustainable long-term 
value for shareholders and other stakehold-
ers.

Consistent with its talent strategy, the Bank 
continued to attract, develop, and retain 
high-caliber professionals. During the fiscal 
year, 140 employees joined the Bank, 
including 29 fresh graduates. Consequently, 
the Bank's permanent workforce reached 
1,893 employees as of June 30, 2026 with a 
modest increase from previous year.  

The Bank also continued to prioritize inter-
nal talent development by creating oppor-
tunities for career growth and mobility. 

During the year, 7,770 employees partici-
pated in a broad range of technical, behav-
ioral, leadership, succession, and career 
development programs. To further 
strengthen its learning culture and support 
continuous professional development, the 
Bank partnered with LinkedIn Learning, 
providing 800 employees with access to 
internationally recognized digital learning 
resources and professional development 
content. 

The Bank remains committed to fostering a 
high-performance culture through a robust 
performance management framework that 
emphasizes continuous feedback, objective 
performance evaluation, and alignment of 
individual contributions with strategic busi-
ness objectives. Outstanding performance 
is recognized and rewarded through a 
performance-based incentive system.

These strategic investments in human capi-
tal continue to generate measurable busi-
ness value. As of June 30, 2026, Zemen 
Bank maintained the highest workforce 
productivity in the Ethiopian banking indus-
try, recording productivity levels that were 
more than twice those of its nearest com-
petitor. This achievement reflects the Bank's 
disciplined talent management practices, 
strong performance culture, and continued 
investment in employee capability.

Omni-Channel Banking operation 

Guided by our commitment to custom-
er-centricity, during the 2025/26 financial 
year, the Bank significantly strengthened its 
Omni channel banking ecosystem through 
infrastructure upgrades and customer-fo-
cused digital and physical service enhance-
ments.

ATM & POS Networks: The ATM network 
grew to 385 terminals with 85 newly 
deployed units, processing 2.44 million 
domestic transactions worth Birr 4.61 
billion and 109,546 international transac-
tions valued at USD 6.1 million. The POS 
terminal network expanded to 1,500 units, 
managing 491,098 domestic transactions 
totaling Birr 1.5 billion and 322,797 inter-
national transactions valued at USD 15.97 
million. This expansion not only enhances 
customer convenience and expanded 
customer access to easy transaction services 
but also contributes to merchant business 
growth, increased financial inclusion, and 
the development of Ethiopia's digital pay-
ments ecosystem.

Specialized Corporate Solutions
 
Recognizing that exceptional banking 
extends beyond traditional branch services, 
the Bank continued to enhance its Doorstep 
Banking Service. Doorstep banking con-
ducted 2,500 customer visits, successfully 
collecting over Birr 441 million in cash and 
Birr 273.6 million in cheques. Onsite payroll 
services completed 120 visits, distributing 
more than Birr 1.9 billion in salaries to 
246,601 employees. This improved opera-
tional efficiency for corporate clients by 
reducing cash-handling risks, saving valu-
able time, and enabling businesses to focus 
on their core operations.

Digital and E-Banking Services

Internet and mobile banking subscriptions 
grew to 256,249, facilitating over 1.45 
million transactions valued in excess of Birr 
22.2 billion. Key digital upgrades included 
UI/UX platform enhancements and the 
introduction of the secure, paperless Green 

PIN-by-SMS system replacing the traditional 
paper-based PIN mailer. These improve-
ments have simplified customer journeys, 
increased service accessibility, and laid a 
strong foundation for the introduction of 
additional digital capabilities in the coming 
years.

Payment Card Personalization 

The PCI DSS-certified Card Personalization 
Bureau grew the total debit cardholder 
base to over 174,006 and issued a wide 
range of payment cards, including local 
debit cards, International Prepaid Platinum 
Travel MasterCard cards, local prepaid and 
gift cards, as well as personalized co-brand-
ed cards in collaboration with corporate 
partners. This strategic infrastructure 
enables the secure and timely issuance of 
payment cards, significantly improving 
efficiency and customer experience.

School Payment and Management 
System

Meanwhile, the School Payment and Man-
agement System served over 30,000 
students across more than 82,052 transac-
tions valued at over ETB 585.7 million. By 
modernizing tuition fee collection and 
automating key school administration 
processes, the solution has reduced admin-
istrative burdens, improved financial trans-
parency, and enhanced operational 
efficiency, enabling schools to devote 
greater time and resources to their core 
mission of teaching and learning.

Information Technology and digitiza-
tion
 
During the 2025/26 fiscal year, the Bank 
made significant progress in advancing its 
digital transformation agenda through stra-
tegic investments in information technolo-
gy, cyber-security, digital banking, opera-
tional excellence, and innovation.

A major milestone during the year was the 
strengthening of the Bank's cyber-security 
capabilities to safeguard its information 
assets, digital services, and customer data 
against the evolving cyber threat landscape. 
These efforts culminated in the successful 
achievement of ISO/IEC 27001:2022 Infor-
mation Security Management System 
(ISMS) Certification, demonstrating the 
Bank's commitment to internationally 
recognized best practices for information 
security, regulatory compliance, and the 
protection of customer information. This 
achievement further enhances stakeholder 
confidence and reinforces the Bank's posi-
tion as a secure and trusted financial institu-
tion.

The Bank also made substantial investments 
in modernizing its digital banking ecosys-
tem. Significant enhancements were made 
to the Mobile Banking and Internet Banking 
platforms to provide customers with faster, 
more secure banking services. To improve 
operational efficiency, the Bank accelerated 
the automation of internal business 
processes across multiple functional areas. 
Several manual processes were digitized 
and automated, reducing turnaround time, 
improving operational accuracy, strength-
ening internal controls, and enhancing 
service delivery.

 
Recognizing the importance of collabora-
tion within the digital financial ecosystem, 
the Bank also undertook several strategic 
ecosystem integration initiatives during the 
year. Through integration with payment 
systems, FinTech partners, and third-party 
service providers, the Bank expanded the 
accessibility of its financial services and 
enabled customers to seamlessly interact 
with a broader digital ecosystem. 

The Bank continued to leverage both inter-
nal technology expertise and strategic part-
nerships to develop innovative digital solu-
tions, modernize applications, automate 
operations, and enhance service quality. 

Collectively, these initiatives significantly 
strengthened the Bank's technology capa-
bilities, enhanced customer confidence in 
digital banking services, improved opera-
tional efficiency, reinforced cyber resilience, 
and positioned the Bank to compete effec-
tively within Ethiopia's rapidly evolving 
financial services landscape.

Risk Management and Compliance

To safeguard institutional integrity and 
comply with global regulatory standards, 
the Bank embeds proactive risk manage-
ment across all operations. We continuous-
ly assess and mitigate financial and non-fi-
nancial risks through dynamic system 
enhancements. Our compliance framework 
is anchored by strict AML/CTF controls.

ESG

Zemen Bank in collaboration with EIB has 
successfully completed the strategic Techni-
cal Assistance (TA) program on green 

financing systems. This foundational sup-
port has built institutional knowledge across 
the bank, engaging the Board of Directors 
as well as key credit, risk, audit, and ESG 
teams, and achieved several critical 
outcomes:
• Enhanced the bank's sustainability plan-

ning, tracking, and reporting on climate 
issues, ensuring alignment with IFRS S2 
disclosure standards.

• Conducted intensive Training programs 
on climate risk assessment and green 
financing to embed capacity across mul-
tiple bank units.

• Continued a comprehensive portfolio 
assessment of the bank’s baseline expo-
sure and its long-term contribution to 
climate change.

• Created practical, operational-level tools 
to evaluate green lending, and gen-
der-inclusion criteria to benefit women, 
alongside upgraded Environmental & 
Social (E&S) risk assessment procedures.

Building on these achievements, the part-
nership is now transitioning into its highly 
anticipated operational phase. The EIB and 
Zemen Bank have finalized an equal co-fi-
nancing agreement to launch a credit line 
for green SME agribusinesses. 

Corporate Governance 

To guarantee efficient management over-
sight and seamless business operations, 
Zemen Bank has put in place a robust 
corporate governance system. The Board of 
Directors is supported by key standing com-
mittees encompassing Audit, Risk & Compli-
ance, Nomination and remuneration, 
Credit, and Strategy & Corporate Develop-
ment, Information technology  that rigor-

ously oversight  plan and actual perfor-
mance of the bank , compliance to Direc-
tives and  polices ,business and  strategic 
and  operational  matters . In today’s 
dynamic environment, building a great 
institution requires governance agents and 
drivers who are wise, complementary, 
forward-looking, and capable of under-
standing diverse perspectives. It also 
demands a firm commitment to public 
accountability, the ability to sustain con-
structive and dynamic boardroom conversa-
tions, and a disciplined approach to plan-
ning and measuring corporate governance 
processes and practices. By embedding 
these principles, Zemen Bank continues to 
strengthen its position as a leader in the 
financial sector and a model within the 
national ecosystem — going beyond tradi-
tional financial and non-financial perfor-
mance measurement.In this spirit, the Bank 
took significant steps during the year to 
elevate the Board’s competency on sustain-
ability matters through two dedicated train-
ing sessions focused on the National Bank 
of Ethiopia’s (NBE) sustainability require-
ments, climate risk management, transition 
planning, and green financing. These initia-
tives ensure our leadership remains at the 
forefront of industry best practices. In align-
ment with NBE directives, we continue to 
uphold the highest standards of account-
ability, transparency, and ethical conduct.

Corporate Social Responsibility

Zemen Bank's commitment to community 
welfare has been demonstrated through 
impactful Corporate Social Responsibility 
(CSR) initiatives. Our CSR contributions 
totaled Birr 33.8 million this year. Beyond 
financial contributions, our community 

engagement encompassed the plantation 
of 6,000 seedlings, in-kind support, a blood 
donation drive, and a significant education-
al initiative providing financial literacy train-
ing to students across four secondary 
schools and one elementary school. These 
efforts underscore our unwavering commit-
ment to fostering inclusive and sustainable 
growth.

Way Forward

Looking ahead, Zemen Bank will continue to 
pursue excellence by strengthening its com-
petitive position, advancing digital and 
cyber capabilities, developing its people, 
and contributing positively to the broader 
economy. Priority areas include human-cap-
ital development, cyber-security and digital 
trust, and positioning the Bank for a more 
open and competitive financial sector. The 
Bank has begun preparation for the next 
strategic planning  process in agile frame-
work . With solid capital, strong profitabili-
ty, expanding digital reach and a clear stra-
tegic direction, the Board looks to the future 
with confidence and remains fully commit-
ted to protecting the progress achieved and 
to driving Zemen Bank’s continued sustain-
able growth for the benefit of shareholders, 
customers, employees and the nation.

Human Capital Development
 
We believe that professional growth drives 
operational success. A skilled and efficient 
workforce is essential to the Bank’s 
long-term success and service delivery. To 
maximize productivity and employee poten-
tial, we place deliberate emphasis on 
nurturing talent at every stage. By expand-
ing our training programs, clarifying career 

progression, and building robust succes-
sion frameworks, we foster a culture of 
commitment and continuous learning. Ulti-
mately, this empowers our employees to be 
proactive, customer-focused, and highly 
competent ambassadors of the Bank.

Strengthening Cyber-security and 
Digital Trust

The Bank will continue building on its 
achievement of ISO/IEC 27001:2022 certifi-
cation by continuously improving its Infor-
mation Security Management System, 
enhancing cyber resilience, investing in 
advanced security technologies, strength-
ening cyber threat detection and response 
capabilities, and promoting a strong securi-
ty culture across the organization.

The Bank will also continue investing in the 
modernization of its digital banking plat-
forms to deliver secure, seamless, and 
customer-centric banking experiences. 
Future initiatives will focus on expanding 
Mobile Banking and Internet Banking capa-
bilities, enhancing digital onboarding and 
self-service services, increasing digital pay-
ment options, and broadening ecosystem 
integrations with FinTechs, payment plat-
forms, government services, and other stra-
tegic partners to create a more connected 
digital banking experience.

Positioning the Bank for the Future

As Ethiopia's financial sector becomes 
increasingly digital and competitive, the 
Bank will continue leveraging technology 
as a strategic differentiator. By investing in 
innovation, strengthening strategic part-

nerships, adopting emerging technologies, 
and continuously developing employee 
capabilities, the Bank aims to deliver secure, 
resilient, and innovative financial services 
that meet evolving customer expectations 
while contributing to Ethiopia's digital econ-
omy.
Through these strategic initiatives, the Bank 
remains committed to building a secure, 
resilient, technology-driven, and custom-
er-centric financial institution that delivers 
sustainable value to customers, sharehold-
ers, employees, and the communities it 
serves.

Strategy

During the fiscal year, the Bank undertook a 
comprehensive strategy review and corpo-
rate score card realignment to ensure con-
tinued relevance and competitiveness in a 
rapidly evolving financial landscape. 
Although the 2025/26 fiscal year represents 
the fourth year of implementing the Bank's 
five-year strategic plan, the Bank has set a 
plan of preparation for the next strategic 
planning cycle. 

Overall, The Bank remains committed to 
continuously investing in modern technolo-
gies, expanding its Omni-channel capabili-
ties, and delivering innovative financial solu-
tions that anticipate evolving customer 
needs. Through sustained digital transfor-
mation, strengthened payment infrastruc-
ture, and customer-focused service innova-
tion, the Bank is well positioned to provide a 
secure, seamless, and differentiated banking 
experience while creating long-term value 
for its customers, shareholders, and the 
communities it serves.
 

Macro-Economic Developments

Global growth is projected to slow from 3.5 
percent in 2025 to 3.0 percent in 2026 
amid heightened geopolitical tensions, 
trade disruptions, and elevated energy 
prices before recovering to 3.4 percent in 
2027. According to the IMF's July 2026 
World Economic Outlook Update, growth 
in emerging markets and developing econ-
omies is expected to moderate to 3.8 
percent in 2026, while global trade volume 
growth is projected to slow from 5.0 
percent in 2025 to 3.5 percent in 2026 as 
tariffs, supply chain adjustments, and trade 
uncertainties weigh on global commerce. 
Global headline inflation is projected to 
increase from 4.1 percent in 2025 to 4.7 
percent in 2026 before easing to 3.9 
percent in 2027.

In Sub-Saharan Africa, economic growth is 
expected to remain broadly stable at 4.3 
percent in 2026 before improving to 4.5 
percent in 2027, supported by macroeco-
nomic stabilization and reform efforts 
despite continued global uncertainties.

Domestically, Ethiopia is expected to main-
tain strong economic momentum despite 
ongoing structural challenges. The govern-
ment projects 10.1 percent GDP growth for 
FY2026/27, following an estimated 10.2 
percent expansion in FY2025/26, while the 

IMF forecasts growth of 7.9 percent for 
FY2026/27. Export earnings reached a 
record USD 10.7 billion during FY2025/26, 
and foreign direct investment increased to 
USD 4.32 billion, reflecting continued 
investor confidence and the impact of mac-
roeconomic reforms. Following the transi-
tion to a market-based exchange rate, the 
average exchange rate increased from ETB 
135.37/USD to ETB 158.05/USD, represent-
ing an annual depreciation of 16.75 
percent. Meanwhile, headline inflation rose 
to 13.4 percent in May 2026, prompting 
the National Bank of Ethiopia to maintain a 
tight monetary policy stance to preserve 
macroeconomic stability. 

Although the global outlook remains sub-
ject to significant geopolitical and trade-re-
lated risks, Ethiopia's strong economic 
growth, record export performance, 
increasing foreign investment, and ongoing 
structural reforms provide a favorable 
outlook. These developments are expected 
to strengthen investor confidence, support 
private sector expansion, enhance foreign 
exchange inflows, and create opportunities 
for banks to mobilize deposits, expand 
lending, increase trade finance activities, 
and diversify non-interest income while 
maintaining prudent liquidity and risk man-
agement.

Zemen Bank’s Performance Highlights

Operating within a dynamic policy and 
regulatory environment, and amid geopo-
litical uncertainties and intensifying compe-
tition, Zemen Bank delivered another year 
of robust growth expanding its balance 
sheet, strengthening its capital base and 
achieving record profitability. This perfor-
mance reflects the Bank’s ability to turn the 
evolving policy landscape into an opportu-
nity for disciplined growth, operational 
excellence and long-term value creation.

Financial Sector Developments

As of June 30, 2026, Ethiopia's banking 
industry comprised 32 commercial banks 
navigating a transforming macro-financial 
landscape under ongoing structural 
reforms. Industry-wide deposits reached 
Birr 4.83 trillion, reflecting a robust 37.8 
percent year-on-year increase driven by 
digital channel expansion and savings 
mobilization. Total outstanding loans 
reached Birr 3.42 trillion, representing a 
dramatic 24.9 percent year-on-year growth 
to support key economic sectors. Conse-
quently, total banking industry assets rose 
to Birr 6.35 trillion, up 35.9 percent from 
the previous year, solidifying the sector's 
role in driving national economic growth.

Throughout the year, to anchor inflation 
within the NBE's monetary policy frame-
work, the National Bank of Ethiopia main-
tained the central bank policy rate at 15 
percent and kept the private-sector credit 
growth cap at 24 percent as of June 30, 
2026. Simultaneously, the NBE increased 
the reserve requirement ratio by 3 percent-
age points to 10 percent, granting a 

3-to-6-month window for compliance. The 
official removal of the mandatory 7 percent 
minimum deposit rate floor now allows 
market-driven pricing through flexible 
negotiation between depositors and banks.
 
Furthermore, FX liberalization under Direc-
tive FXD/04/2026 significantly simplifies 
profit repatriation, introduces forward con-
tracts, and eases FX access for individuals 
and commercial enterprises, signaling a 
shift toward a market-determined 
exchange rate regime.

While the repeal of mandatory T-bond 
purchase requirements permanently eases 
structural liquidity pressure on private com-
mercial banks, the binding credit growth 
cap challenged credit availability and insti-
tutional liquidity, emphasizing the need for 
proactive balance-sheet and asset-liability 
management. Externally, the successful 
launch of the Ethiopian Securities Exchange 
(ESX) in January 2025 represents a pivotal 
step toward capital market development, 
enabling long-term debt and equity financ-
ing. Finally, the landmark Banking Business 
Proclamation No. 1360/2025 permits 
foreign entry through subsidiaries, branch-
es, equity stakes, or representative offices, a 
major liberalization milestone that will drive 
competition, technological innovation, and 
foreign investment across the Ethiopian 
banking landscape.

Deposits

By June 2026, Zemen Bank achieved a 
major milestone, reaching ETB 85 billion in 
total outstanding deposits, an impressive 
32 percent increase (ETB 20.6 billion) com-
pared to the previous year. This perfor-
mance stands out against a tight regulatory 

challenge and broader geopolitical hurdles. 
The Bank's disciplined focus on deposit 
gathering, coupled with a targeted physical 
network growth that now spans 142 
branches, enabled it to grow its customer 
base to 394,955 account holders.

     

Loans & Advances

Navigating the National Bank of Ethiopia’s 
mandatory 24 percent credit growth cap, 
Zemen Bank successfully expanded its net 
loan and advances portfolio to ETB 51.7 
billion during the fiscal year. The Bank regis-
tered an additional ETB 10.2 billion in loans 
and advances, representing a 24.6 percent 
increase compared to the previous year. This 
performance underscores the Bank's 
prudent credit management and its contin-
ued commitment to supporting the financ-
ing needs of customers within the regulato-
ry framework.

 

The Bank maintained strong asset quality, 
keeping its Non-Performing Loan (NPL) 
ratio well below the regulatory threshold. 
As of June 30, 2026, the NPL ratio stood at 
2.48 percent, comfortably below both the 
NBE's limit of 5 percent and the Bank's own 
stricter internal benchmark of 4 percent. 
This performance reflects the Bank's robust 
credit risk management, effective loan 
monitoring, and commitment to sound 
financial health.

International Banking

Foreign exchange mobilization hit a key 
milestone this fiscal year, with the Bank 
securing USD 698 million through its inter-
national banking operations. Reaffirming 
international banking as a vital income 
driver. This solid performance highlights 
the Bank's ongoing focus on bolstering 
trade finance, accelerating remittance 
flows, and leveraging robust global bank-
ing relationships to drive foreign currency 
inflows.

 

Financial Performance
Total Asset

Zemen Bank closed the fiscal year on June 
30, 2026, with a significantly expanded 
balance sheet, reaching ETB 116.5 billion in 

total assets, a remarkable 31.9 percent 
year-on-year growth that highlights its 
accelerating financial capacity.

Loan and advance served as the primary 
growth engine, with net loans and advanc-
es dominating the asset structure at 44.4 
percent of total assets. This core portfolio 
was balanced by foreign bank deposits and 
placements (25.7 percent) and cash 
reserves maintained with the National Bank 
of Ethiopia (11.4 percent).

Throughout the period, the Bank main-
tained exceptional financial resilience, 
ending the year with a liquidity ratio com-
fortably exceeding the statutory 15 percent 
minimum, reflecting a disciplined, 
forward-looking approach to liquidity risk 
management.

 

Total Liability

Deposits remain the largest component of 
the bank's liabilities, representing a signifi-
cant portion of total liabilities on the 
balance sheet. During the fiscal year ended 
June 30, 2026, deposits recorded steady 
and substantial growth, reflecting prudent 
expansion amid prevailing economic condi-
tions. As a result, the bank's total liabilities 

reached ETB 90.6 billion by the end of the 
fiscal year, marking a notable increase com-
pared to the previous year. This perfor-
mance underscores the Bank's capacity to 
strengthen its funding base despite external 
challenges.

 

Capital

As of June 30, 2026, the Bank's total capital 
reached Birr 25.9 billion, marking a remark-
able year-on-year growth of 40.8 percent. 
This increase was primarily driven by strong 
growth in the Bank's core capital compo-
nents. The Bank’s paid-up capital stood at 
Birr 14.29 billion, reflecting an increase of 
Birr 4.9 billion or 52 percent compared to 
the previous year.

Moreover, the Bank maintained a robust 
capital adequacy ratio of 40 percent, 
significantly surpassing the regulatory mini-
mum requirement of 8 percent, underscor-
ing its strong financial resilience and capac-
ity to support sustainable growth.

Income

As of June 2026, the Bank's total income 
reached Birr 17.9 billion, reflecting a 
remarkable 24 percent growth compared 
to the same period last year and exceeding 
the annual target.

 

The main driver of this income was interest 
revenue, which accounted for Birr 10.15 
billion or nearly 57 percent of the total. 
Service charges and commissions contribut-
ed Birr 5.1 billion (28.5 percent), while net 
earnings from foreign exchange transac-
tions amounted to Birr 2.4 billion (13 
percent). The remaining Birr 273.1 million 
(1.5 percent) came from other sources of 
income.

 

Expenditure

During the fiscal year, the Bank's total 
expenses reached Birr 8.58 billion, repre-
senting an increase of Birr 2.4 billion (38.4 
percent) compared to the previous year. 
Despite this rise, expenditures remained 
below the approved annual budget, under-
scoring the Bank's effective cost manage-
ment.

A detailed analysis of the Bank's cost struc-
ture shows that interest expenses constitut-
ed the largest portion, totaling Birr 3.6 
billion (42 percent). This was followed by 
salary and employee benefits which 
amounted to Birr 2.7 billion (31 percent). 
General operating expenses accounted for 
Birr 1.8 billion (21 percent), while deprecia-
tion and amortization expenses represent-
ed Birr 505.5 million (6 percent).

 

Earning

In the concluded fiscal year, Zemen Bank 
recorded a gross profit of Birr 9.97 billion 
before depreciation and provisions, mark-
ing a substantial increase of Birr 882.7 
million (9.7 percent) compared to the previ-
ous year. This performance translates to 
108 percent of the fiscal year's planned 
target. Net profit for the period reached Birr 
6.75 billion, surpassing last year's figure by 
Birr 885.9 million, equivalent to a 15 
percent growth. 

 
 

Financial Soundness Indicators

Zemen Bank demonstrated strong perfor-
mance across three key financial indicators 
- Earnings Per Share (EPS), Return on Aver-
age Assets (ROAA), and Return on Average 
Equity (ROAE) - underscoring effective 
management and solid financial health.

Earning Per Share (EPS) – As of June 
2026, the Bank reported a profit after tax of 
Birr 6.75 billion, resulting in an EPS of 53.9 
percent. This level remains among the high-
est in the industry and well above the past 
five year average of 48.26%, reflecting 
Zemen Bank's consistent ability to generate 
exceptional value for its shareholders

Return on Average Assets (ROAA) – The 
Bank achieved an impressive Return on 
Average Assets of 6.6 percent, significantly 
higher than its five-year average of 5.21 
percent. This result demonstrates the bank's 
strong efficiency in leveraging its assets for 
profitability. Moreover, it far exceeds the 
average ROAA reported by private banks, 
highlighting Zemen Bank's superior perfor-
mance.
 
 

Return on Average Equity (ROAE) - The 
Bank achieved a ROAE of 37.8% for the 
year, significantly exceeding its five-year 
average of 30.65%. This strong perfor-
mance demonstrates the Bank's enhanced 
ability to generate higher returns for its 
shareholders.

Proposed Dividend payouts

After deducting appropriate tax, legal 
reserves, and Board remuneration from the 
gross profit, a net profit of Birr 4.571 billion 
was transferred to retained earnings.

The Board of Directors proposes Birr 
2,072,447,425.24 to be distributed to 
shareholders as dividend payment and the 
remaining balance kept in the retained 
earnings account. Based on the year-aver-
age.

Other Business Developments

Zemen Bank achieved remarkable progress 
during the fiscal year, with strong perfor-
mance not only in terms of financial metrics 
but also in overall operations, leading to 
exceptional growth.

Interest free Banking (IFB)

Zemen Bank commenced Interest-Free 
Banking (IFB) operations on June 25, 2026. 
As the IFB operations commenced only 
during the final days of the reporting 
period, the Bank did not prepare audited 
financial statements specifically for its IFB 
operations for the year ended June 30, 

2026; accordingly, financial information 
relating to IFB assets, liabilities, income, 
expenses, cash flows, and changes in equity 
has not been presented in this report. The 
Board is currently evaluating the appropri-
ate course of action to ensure compliance 
with applicable statutory, regulatory, and 
financial reporting requirements, and users 
of this report should therefore not regard 
the information presented herein as a sub-
stitute for a complete set of financial state-
ments prepared in accordance with the 
applicable financial reporting framework.

Human Capital Development

The Bank firmly believes that its people are 
its most valuable asset and remains commit-
ted to building a high-performing work-
force through continuous learning, talent 
development, and merit-based career 
advancement. This commitment enables 
employees to realize their full potential 
while delivering superior customer experi-
ences and creating sustainable long-term 
value for shareholders and other stakehold-
ers.

Consistent with its talent strategy, the Bank 
continued to attract, develop, and retain 
high-caliber professionals. During the fiscal 
year, 140 employees joined the Bank, 
including 29 fresh graduates. Consequently, 
the Bank's permanent workforce reached 
1,893 employees as of June 30, 2026 with a 
modest increase from previous year.  

The Bank also continued to prioritize inter-
nal talent development by creating oppor-
tunities for career growth and mobility. 

During the year, 7,770 employees partici-
pated in a broad range of technical, behav-
ioral, leadership, succession, and career 
development programs. To further 
strengthen its learning culture and support 
continuous professional development, the 
Bank partnered with LinkedIn Learning, 
providing 800 employees with access to 
internationally recognized digital learning 
resources and professional development 
content. 

The Bank remains committed to fostering a 
high-performance culture through a robust 
performance management framework that 
emphasizes continuous feedback, objective 
performance evaluation, and alignment of 
individual contributions with strategic busi-
ness objectives. Outstanding performance 
is recognized and rewarded through a 
performance-based incentive system.

These strategic investments in human capi-
tal continue to generate measurable busi-
ness value. As of June 30, 2026, Zemen 
Bank maintained the highest workforce 
productivity in the Ethiopian banking indus-
try, recording productivity levels that were 
more than twice those of its nearest com-
petitor. This achievement reflects the Bank's 
disciplined talent management practices, 
strong performance culture, and continued 
investment in employee capability.

Omni-Channel Banking operation 

Guided by our commitment to custom-
er-centricity, during the 2025/26 financial 
year, the Bank significantly strengthened its 
Omni channel banking ecosystem through 
infrastructure upgrades and customer-fo-
cused digital and physical service enhance-
ments.

ATM & POS Networks: The ATM network 
grew to 385 terminals with 85 newly 
deployed units, processing 2.44 million 
domestic transactions worth Birr 4.61 
billion and 109,546 international transac-
tions valued at USD 6.1 million. The POS 
terminal network expanded to 1,500 units, 
managing 491,098 domestic transactions 
totaling Birr 1.5 billion and 322,797 inter-
national transactions valued at USD 15.97 
million. This expansion not only enhances 
customer convenience and expanded 
customer access to easy transaction services 
but also contributes to merchant business 
growth, increased financial inclusion, and 
the development of Ethiopia's digital pay-
ments ecosystem.

Specialized Corporate Solutions
 
Recognizing that exceptional banking 
extends beyond traditional branch services, 
the Bank continued to enhance its Doorstep 
Banking Service. Doorstep banking con-
ducted 2,500 customer visits, successfully 
collecting over Birr 441 million in cash and 
Birr 273.6 million in cheques. Onsite payroll 
services completed 120 visits, distributing 
more than Birr 1.9 billion in salaries to 
246,601 employees. This improved opera-
tional efficiency for corporate clients by 
reducing cash-handling risks, saving valu-
able time, and enabling businesses to focus 
on their core operations.

Digital and E-Banking Services

Internet and mobile banking subscriptions 
grew to 256,249, facilitating over 1.45 
million transactions valued in excess of Birr 
22.2 billion. Key digital upgrades included 
UI/UX platform enhancements and the 
introduction of the secure, paperless Green 

PIN-by-SMS system replacing the traditional 
paper-based PIN mailer. These improve-
ments have simplified customer journeys, 
increased service accessibility, and laid a 
strong foundation for the introduction of 
additional digital capabilities in the coming 
years.

Payment Card Personalization 

The PCI DSS-certified Card Personalization 
Bureau grew the total debit cardholder 
base to over 174,006 and issued a wide 
range of payment cards, including local 
debit cards, International Prepaid Platinum 
Travel MasterCard cards, local prepaid and 
gift cards, as well as personalized co-brand-
ed cards in collaboration with corporate 
partners. This strategic infrastructure 
enables the secure and timely issuance of 
payment cards, significantly improving 
efficiency and customer experience.

School Payment and Management 
System

Meanwhile, the School Payment and Man-
agement System served over 30,000 
students across more than 82,052 transac-
tions valued at over ETB 585.7 million. By 
modernizing tuition fee collection and 
automating key school administration 
processes, the solution has reduced admin-
istrative burdens, improved financial trans-
parency, and enhanced operational 
efficiency, enabling schools to devote 
greater time and resources to their core 
mission of teaching and learning.

Information Technology and digitiza-
tion
 
During the 2025/26 fiscal year, the Bank 
made significant progress in advancing its 
digital transformation agenda through stra-
tegic investments in information technolo-
gy, cyber-security, digital banking, opera-
tional excellence, and innovation.

A major milestone during the year was the 
strengthening of the Bank's cyber-security 
capabilities to safeguard its information 
assets, digital services, and customer data 
against the evolving cyber threat landscape. 
These efforts culminated in the successful 
achievement of ISO/IEC 27001:2022 Infor-
mation Security Management System 
(ISMS) Certification, demonstrating the 
Bank's commitment to internationally 
recognized best practices for information 
security, regulatory compliance, and the 
protection of customer information. This 
achievement further enhances stakeholder 
confidence and reinforces the Bank's posi-
tion as a secure and trusted financial institu-
tion.

The Bank also made substantial investments 
in modernizing its digital banking ecosys-
tem. Significant enhancements were made 
to the Mobile Banking and Internet Banking 
platforms to provide customers with faster, 
more secure banking services. To improve 
operational efficiency, the Bank accelerated 
the automation of internal business 
processes across multiple functional areas. 
Several manual processes were digitized 
and automated, reducing turnaround time, 
improving operational accuracy, strength-
ening internal controls, and enhancing 
service delivery.
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Recognizing the importance of collabora-
tion within the digital financial ecosystem, 
the Bank also undertook several strategic 
ecosystem integration initiatives during the 
year. Through integration with payment 
systems, FinTech partners, and third-party 
service providers, the Bank expanded the 
accessibility of its financial services and 
enabled customers to seamlessly interact 
with a broader digital ecosystem. 

The Bank continued to leverage both inter-
nal technology expertise and strategic part-
nerships to develop innovative digital solu-
tions, modernize applications, automate 
operations, and enhance service quality. 

Collectively, these initiatives significantly 
strengthened the Bank's technology capa-
bilities, enhanced customer confidence in 
digital banking services, improved opera-
tional efficiency, reinforced cyber resilience, 
and positioned the Bank to compete effec-
tively within Ethiopia's rapidly evolving 
financial services landscape.

Risk Management and Compliance

To safeguard institutional integrity and 
comply with global regulatory standards, 
the Bank embeds proactive risk manage-
ment across all operations. We continuous-
ly assess and mitigate financial and non-fi-
nancial risks through dynamic system 
enhancements. Our compliance framework 
is anchored by strict AML/CTF controls.

ESG

Zemen Bank in collaboration with EIB has 
successfully completed the strategic Techni-
cal Assistance (TA) program on green 

financing systems. This foundational sup-
port has built institutional knowledge across 
the bank, engaging the Board of Directors 
as well as key credit, risk, audit, and ESG 
teams, and achieved several critical 
outcomes:
• Enhanced the bank's sustainability plan-

ning, tracking, and reporting on climate 
issues, ensuring alignment with IFRS S2 
disclosure standards.

• Conducted intensive Training programs 
on climate risk assessment and green 
financing to embed capacity across mul-
tiple bank units.

• Continued a comprehensive portfolio 
assessment of the bank’s baseline expo-
sure and its long-term contribution to 
climate change.

• Created practical, operational-level tools 
to evaluate green lending, and gen-
der-inclusion criteria to benefit women, 
alongside upgraded Environmental & 
Social (E&S) risk assessment procedures.

Building on these achievements, the part-
nership is now transitioning into its highly 
anticipated operational phase. The EIB and 
Zemen Bank have finalized an equal co-fi-
nancing agreement to launch a credit line 
for green SME agribusinesses. 

Corporate Governance 

To guarantee efficient management over-
sight and seamless business operations, 
Zemen Bank has put in place a robust 
corporate governance system. The Board of 
Directors is supported by key standing com-
mittees encompassing Audit, Risk & Compli-
ance, Nomination and remuneration, 
Credit, and Strategy & Corporate Develop-
ment, Information technology  that rigor-

ously oversight  plan and actual perfor-
mance of the bank , compliance to Direc-
tives and  polices ,business and  strategic 
and  operational  matters . In today’s 
dynamic environment, building a great 
institution requires governance agents and 
drivers who are wise, complementary, 
forward-looking, and capable of under-
standing diverse perspectives. It also 
demands a firm commitment to public 
accountability, the ability to sustain con-
structive and dynamic boardroom conversa-
tions, and a disciplined approach to plan-
ning and measuring corporate governance 
processes and practices. By embedding 
these principles, Zemen Bank continues to 
strengthen its position as a leader in the 
financial sector and a model within the 
national ecosystem — going beyond tradi-
tional financial and non-financial perfor-
mance measurement.In this spirit, the Bank 
took significant steps during the year to 
elevate the Board’s competency on sustain-
ability matters through two dedicated train-
ing sessions focused on the National Bank 
of Ethiopia’s (NBE) sustainability require-
ments, climate risk management, transition 
planning, and green financing. These initia-
tives ensure our leadership remains at the 
forefront of industry best practices. In align-
ment with NBE directives, we continue to 
uphold the highest standards of account-
ability, transparency, and ethical conduct.

Corporate Social Responsibility

Zemen Bank's commitment to community 
welfare has been demonstrated through 
impactful Corporate Social Responsibility 
(CSR) initiatives. Our CSR contributions 
totaled Birr 33.8 million this year. Beyond 
financial contributions, our community 

engagement encompassed the plantation 
of 6,000 seedlings, in-kind support, a blood 
donation drive, and a significant education-
al initiative providing financial literacy train-
ing to students across four secondary 
schools and one elementary school. These 
efforts underscore our unwavering commit-
ment to fostering inclusive and sustainable 
growth.

Way Forward

Looking ahead, Zemen Bank will continue to 
pursue excellence by strengthening its com-
petitive position, advancing digital and 
cyber capabilities, developing its people, 
and contributing positively to the broader 
economy. Priority areas include human-cap-
ital development, cyber-security and digital 
trust, and positioning the Bank for a more 
open and competitive financial sector. The 
Bank has begun preparation for the next 
strategic planning  process in agile frame-
work . With solid capital, strong profitabili-
ty, expanding digital reach and a clear stra-
tegic direction, the Board looks to the future 
with confidence and remains fully commit-
ted to protecting the progress achieved and 
to driving Zemen Bank’s continued sustain-
able growth for the benefit of shareholders, 
customers, employees and the nation.

Human Capital Development
 
We believe that professional growth drives 
operational success. A skilled and efficient 
workforce is essential to the Bank’s 
long-term success and service delivery. To 
maximize productivity and employee poten-
tial, we place deliberate emphasis on 
nurturing talent at every stage. By expand-
ing our training programs, clarifying career 

progression, and building robust succes-
sion frameworks, we foster a culture of 
commitment and continuous learning. Ulti-
mately, this empowers our employees to be 
proactive, customer-focused, and highly 
competent ambassadors of the Bank.

Strengthening Cyber-security and 
Digital Trust

The Bank will continue building on its 
achievement of ISO/IEC 27001:2022 certifi-
cation by continuously improving its Infor-
mation Security Management System, 
enhancing cyber resilience, investing in 
advanced security technologies, strength-
ening cyber threat detection and response 
capabilities, and promoting a strong securi-
ty culture across the organization.

The Bank will also continue investing in the 
modernization of its digital banking plat-
forms to deliver secure, seamless, and 
customer-centric banking experiences. 
Future initiatives will focus on expanding 
Mobile Banking and Internet Banking capa-
bilities, enhancing digital onboarding and 
self-service services, increasing digital pay-
ment options, and broadening ecosystem 
integrations with FinTechs, payment plat-
forms, government services, and other stra-
tegic partners to create a more connected 
digital banking experience.

Positioning the Bank for the Future

As Ethiopia's financial sector becomes 
increasingly digital and competitive, the 
Bank will continue leveraging technology 
as a strategic differentiator. By investing in 
innovation, strengthening strategic part-

nerships, adopting emerging technologies, 
and continuously developing employee 
capabilities, the Bank aims to deliver secure, 
resilient, and innovative financial services 
that meet evolving customer expectations 
while contributing to Ethiopia's digital econ-
omy.
Through these strategic initiatives, the Bank 
remains committed to building a secure, 
resilient, technology-driven, and custom-
er-centric financial institution that delivers 
sustainable value to customers, sharehold-
ers, employees, and the communities it 
serves.

Strategy

During the fiscal year, the Bank undertook a 
comprehensive strategy review and corpo-
rate score card realignment to ensure con-
tinued relevance and competitiveness in a 
rapidly evolving financial landscape. 
Although the 2025/26 fiscal year represents 
the fourth year of implementing the Bank's 
five-year strategic plan, the Bank has set a 
plan of preparation for the next strategic 
planning cycle. 

Overall, The Bank remains committed to 
continuously investing in modern technolo-
gies, expanding its Omni-channel capabili-
ties, and delivering innovative financial solu-
tions that anticipate evolving customer 
needs. Through sustained digital transfor-
mation, strengthened payment infrastruc-
ture, and customer-focused service innova-
tion, the Bank is well positioned to provide a 
secure, seamless, and differentiated banking 
experience while creating long-term value 
for its customers, shareholders, and the 
communities it serves.
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Macro-Economic Developments

Global growth is projected to slow from 3.5 
percent in 2025 to 3.0 percent in 2026 
amid heightened geopolitical tensions, 
trade disruptions, and elevated energy 
prices before recovering to 3.4 percent in 
2027. According to the IMF's July 2026 
World Economic Outlook Update, growth 
in emerging markets and developing econ-
omies is expected to moderate to 3.8 
percent in 2026, while global trade volume 
growth is projected to slow from 5.0 
percent in 2025 to 3.5 percent in 2026 as 
tariffs, supply chain adjustments, and trade 
uncertainties weigh on global commerce. 
Global headline inflation is projected to 
increase from 4.1 percent in 2025 to 4.7 
percent in 2026 before easing to 3.9 
percent in 2027.

In Sub-Saharan Africa, economic growth is 
expected to remain broadly stable at 4.3 
percent in 2026 before improving to 4.5 
percent in 2027, supported by macroeco-
nomic stabilization and reform efforts 
despite continued global uncertainties.

Domestically, Ethiopia is expected to main-
tain strong economic momentum despite 
ongoing structural challenges. The govern-
ment projects 10.1 percent GDP growth for 
FY2026/27, following an estimated 10.2 
percent expansion in FY2025/26, while the 

IMF forecasts growth of 7.9 percent for 
FY2026/27. Export earnings reached a 
record USD 10.7 billion during FY2025/26, 
and foreign direct investment increased to 
USD 4.32 billion, reflecting continued 
investor confidence and the impact of mac-
roeconomic reforms. Following the transi-
tion to a market-based exchange rate, the 
average exchange rate increased from ETB 
135.37/USD to ETB 158.05/USD, represent-
ing an annual depreciation of 16.75 
percent. Meanwhile, headline inflation rose 
to 13.4 percent in May 2026, prompting 
the National Bank of Ethiopia to maintain a 
tight monetary policy stance to preserve 
macroeconomic stability. 

Although the global outlook remains sub-
ject to significant geopolitical and trade-re-
lated risks, Ethiopia's strong economic 
growth, record export performance, 
increasing foreign investment, and ongoing 
structural reforms provide a favorable 
outlook. These developments are expected 
to strengthen investor confidence, support 
private sector expansion, enhance foreign 
exchange inflows, and create opportunities 
for banks to mobilize deposits, expand 
lending, increase trade finance activities, 
and diversify non-interest income while 
maintaining prudent liquidity and risk man-
agement.

Zemen Bank’s Performance Highlights

Operating within a dynamic policy and 
regulatory environment, and amid geopo-
litical uncertainties and intensifying compe-
tition, Zemen Bank delivered another year 
of robust growth expanding its balance 
sheet, strengthening its capital base and 
achieving record profitability. This perfor-
mance reflects the Bank’s ability to turn the 
evolving policy landscape into an opportu-
nity for disciplined growth, operational 
excellence and long-term value creation.

Financial Sector Developments

As of June 30, 2026, Ethiopia's banking 
industry comprised 32 commercial banks 
navigating a transforming macro-financial 
landscape under ongoing structural 
reforms. Industry-wide deposits reached 
Birr 4.83 trillion, reflecting a robust 37.8 
percent year-on-year increase driven by 
digital channel expansion and savings 
mobilization. Total outstanding loans 
reached Birr 3.42 trillion, representing a 
dramatic 24.9 percent year-on-year growth 
to support key economic sectors. Conse-
quently, total banking industry assets rose 
to Birr 6.35 trillion, up 35.9 percent from 
the previous year, solidifying the sector's 
role in driving national economic growth.

Throughout the year, to anchor inflation 
within the NBE's monetary policy frame-
work, the National Bank of Ethiopia main-
tained the central bank policy rate at 15 
percent and kept the private-sector credit 
growth cap at 24 percent as of June 30, 
2026. Simultaneously, the NBE increased 
the reserve requirement ratio by 3 percent-
age points to 10 percent, granting a 

3-to-6-month window for compliance. The 
official removal of the mandatory 7 percent 
minimum deposit rate floor now allows 
market-driven pricing through flexible 
negotiation between depositors and banks.
 
Furthermore, FX liberalization under Direc-
tive FXD/04/2026 significantly simplifies 
profit repatriation, introduces forward con-
tracts, and eases FX access for individuals 
and commercial enterprises, signaling a 
shift toward a market-determined 
exchange rate regime.

While the repeal of mandatory T-bond 
purchase requirements permanently eases 
structural liquidity pressure on private com-
mercial banks, the binding credit growth 
cap challenged credit availability and insti-
tutional liquidity, emphasizing the need for 
proactive balance-sheet and asset-liability 
management. Externally, the successful 
launch of the Ethiopian Securities Exchange 
(ESX) in January 2025 represents a pivotal 
step toward capital market development, 
enabling long-term debt and equity financ-
ing. Finally, the landmark Banking Business 
Proclamation No. 1360/2025 permits 
foreign entry through subsidiaries, branch-
es, equity stakes, or representative offices, a 
major liberalization milestone that will drive 
competition, technological innovation, and 
foreign investment across the Ethiopian 
banking landscape.

Deposits

By June 2026, Zemen Bank achieved a 
major milestone, reaching ETB 85 billion in 
total outstanding deposits, an impressive 
32 percent increase (ETB 20.6 billion) com-
pared to the previous year. This perfor-
mance stands out against a tight regulatory 

challenge and broader geopolitical hurdles. 
The Bank's disciplined focus on deposit 
gathering, coupled with a targeted physical 
network growth that now spans 142 
branches, enabled it to grow its customer 
base to 394,955 account holders.

     

Loans & Advances

Navigating the National Bank of Ethiopia’s 
mandatory 24 percent credit growth cap, 
Zemen Bank successfully expanded its net 
loan and advances portfolio to ETB 51.7 
billion during the fiscal year. The Bank regis-
tered an additional ETB 10.2 billion in loans 
and advances, representing a 24.6 percent 
increase compared to the previous year. This 
performance underscores the Bank's 
prudent credit management and its contin-
ued commitment to supporting the financ-
ing needs of customers within the regulato-
ry framework.

 

The Bank maintained strong asset quality, 
keeping its Non-Performing Loan (NPL) 
ratio well below the regulatory threshold. 
As of June 30, 2026, the NPL ratio stood at 
2.48 percent, comfortably below both the 
NBE's limit of 5 percent and the Bank's own 
stricter internal benchmark of 4 percent. 
This performance reflects the Bank's robust 
credit risk management, effective loan 
monitoring, and commitment to sound 
financial health.

International Banking

Foreign exchange mobilization hit a key 
milestone this fiscal year, with the Bank 
securing USD 698 million through its inter-
national banking operations. Reaffirming 
international banking as a vital income 
driver. This solid performance highlights 
the Bank's ongoing focus on bolstering 
trade finance, accelerating remittance 
flows, and leveraging robust global bank-
ing relationships to drive foreign currency 
inflows.

 

Financial Performance
Total Asset

Zemen Bank closed the fiscal year on June 
30, 2026, with a significantly expanded 
balance sheet, reaching ETB 116.5 billion in 

total assets, a remarkable 31.9 percent 
year-on-year growth that highlights its 
accelerating financial capacity.

Loan and advance served as the primary 
growth engine, with net loans and advanc-
es dominating the asset structure at 44.4 
percent of total assets. This core portfolio 
was balanced by foreign bank deposits and 
placements (25.7 percent) and cash 
reserves maintained with the National Bank 
of Ethiopia (11.4 percent).

Throughout the period, the Bank main-
tained exceptional financial resilience, 
ending the year with a liquidity ratio com-
fortably exceeding the statutory 15 percent 
minimum, reflecting a disciplined, 
forward-looking approach to liquidity risk 
management.

 

Total Liability

Deposits remain the largest component of 
the bank's liabilities, representing a signifi-
cant portion of total liabilities on the 
balance sheet. During the fiscal year ended 
June 30, 2026, deposits recorded steady 
and substantial growth, reflecting prudent 
expansion amid prevailing economic condi-
tions. As a result, the bank's total liabilities 

reached ETB 90.6 billion by the end of the 
fiscal year, marking a notable increase com-
pared to the previous year. This perfor-
mance underscores the Bank's capacity to 
strengthen its funding base despite external 
challenges.

 

Capital

As of June 30, 2026, the Bank's total capital 
reached Birr 25.9 billion, marking a remark-
able year-on-year growth of 40.8 percent. 
This increase was primarily driven by strong 
growth in the Bank's core capital compo-
nents. The Bank’s paid-up capital stood at 
Birr 14.29 billion, reflecting an increase of 
Birr 4.9 billion or 52 percent compared to 
the previous year.

Moreover, the Bank maintained a robust 
capital adequacy ratio of 40 percent, 
significantly surpassing the regulatory mini-
mum requirement of 8 percent, underscor-
ing its strong financial resilience and capac-
ity to support sustainable growth.

Income

As of June 2026, the Bank's total income 
reached Birr 17.9 billion, reflecting a 
remarkable 24 percent growth compared 
to the same period last year and exceeding 
the annual target.

 

The main driver of this income was interest 
revenue, which accounted for Birr 10.15 
billion or nearly 57 percent of the total. 
Service charges and commissions contribut-
ed Birr 5.1 billion (28.5 percent), while net 
earnings from foreign exchange transac-
tions amounted to Birr 2.4 billion (13 
percent). The remaining Birr 273.1 million 
(1.5 percent) came from other sources of 
income.

 

Expenditure

During the fiscal year, the Bank's total 
expenses reached Birr 8.58 billion, repre-
senting an increase of Birr 2.4 billion (38.4 
percent) compared to the previous year. 
Despite this rise, expenditures remained 
below the approved annual budget, under-
scoring the Bank's effective cost manage-
ment.

A detailed analysis of the Bank's cost struc-
ture shows that interest expenses constitut-
ed the largest portion, totaling Birr 3.6 
billion (42 percent). This was followed by 
salary and employee benefits which 
amounted to Birr 2.7 billion (31 percent). 
General operating expenses accounted for 
Birr 1.8 billion (21 percent), while deprecia-
tion and amortization expenses represent-
ed Birr 505.5 million (6 percent).

 

Earning

In the concluded fiscal year, Zemen Bank 
recorded a gross profit of Birr 9.97 billion 
before depreciation and provisions, mark-
ing a substantial increase of Birr 882.7 
million (9.7 percent) compared to the previ-
ous year. This performance translates to 
108 percent of the fiscal year's planned 
target. Net profit for the period reached Birr 
6.75 billion, surpassing last year's figure by 
Birr 885.9 million, equivalent to a 15 
percent growth. 

 
 

Financial Soundness Indicators

Zemen Bank demonstrated strong perfor-
mance across three key financial indicators 
- Earnings Per Share (EPS), Return on Aver-
age Assets (ROAA), and Return on Average 
Equity (ROAE) - underscoring effective 
management and solid financial health.

Earning Per Share (EPS) – As of June 
2026, the Bank reported a profit after tax of 
Birr 6.75 billion, resulting in an EPS of 53.9 
percent. This level remains among the high-
est in the industry and well above the past 
five year average of 48.26%, reflecting 
Zemen Bank's consistent ability to generate 
exceptional value for its shareholders

Return on Average Assets (ROAA) – The 
Bank achieved an impressive Return on 
Average Assets of 6.6 percent, significantly 
higher than its five-year average of 5.21 
percent. This result demonstrates the bank's 
strong efficiency in leveraging its assets for 
profitability. Moreover, it far exceeds the 
average ROAA reported by private banks, 
highlighting Zemen Bank's superior perfor-
mance.
 
 

Return on Average Equity (ROAE) - The 
Bank achieved a ROAE of 37.8% for the 
year, significantly exceeding its five-year 
average of 30.65%. This strong perfor-
mance demonstrates the Bank's enhanced 
ability to generate higher returns for its 
shareholders.

Proposed Dividend payouts

After deducting appropriate tax, legal 
reserves, and Board remuneration from the 
gross profit, a net profit of Birr 4.571 billion 
was transferred to retained earnings.

The Board of Directors proposes Birr 
2,072,447,425.24 to be distributed to 
shareholders as dividend payment and the 
remaining balance kept in the retained 
earnings account. Based on the year-aver-
age.

Other Business Developments

Zemen Bank achieved remarkable progress 
during the fiscal year, with strong perfor-
mance not only in terms of financial metrics 
but also in overall operations, leading to 
exceptional growth.

Interest free Banking (IFB)

Zemen Bank commenced Interest-Free 
Banking (IFB) operations on June 25, 2026. 
As the IFB operations commenced only 
during the final days of the reporting 
period, the Bank did not prepare audited 
financial statements specifically for its IFB 
operations for the year ended June 30, 

2026; accordingly, financial information 
relating to IFB assets, liabilities, income, 
expenses, cash flows, and changes in equity 
has not been presented in this report. The 
Board is currently evaluating the appropri-
ate course of action to ensure compliance 
with applicable statutory, regulatory, and 
financial reporting requirements, and users 
of this report should therefore not regard 
the information presented herein as a sub-
stitute for a complete set of financial state-
ments prepared in accordance with the 
applicable financial reporting framework.

Human Capital Development

The Bank firmly believes that its people are 
its most valuable asset and remains commit-
ted to building a high-performing work-
force through continuous learning, talent 
development, and merit-based career 
advancement. This commitment enables 
employees to realize their full potential 
while delivering superior customer experi-
ences and creating sustainable long-term 
value for shareholders and other stakehold-
ers.

Consistent with its talent strategy, the Bank 
continued to attract, develop, and retain 
high-caliber professionals. During the fiscal 
year, 140 employees joined the Bank, 
including 29 fresh graduates. Consequently, 
the Bank's permanent workforce reached 
1,893 employees as of June 30, 2026 with a 
modest increase from previous year.  

The Bank also continued to prioritize inter-
nal talent development by creating oppor-
tunities for career growth and mobility. 

During the year, 7,770 employees partici-
pated in a broad range of technical, behav-
ioral, leadership, succession, and career 
development programs. To further 
strengthen its learning culture and support 
continuous professional development, the 
Bank partnered with LinkedIn Learning, 
providing 800 employees with access to 
internationally recognized digital learning 
resources and professional development 
content. 

The Bank remains committed to fostering a 
high-performance culture through a robust 
performance management framework that 
emphasizes continuous feedback, objective 
performance evaluation, and alignment of 
individual contributions with strategic busi-
ness objectives. Outstanding performance 
is recognized and rewarded through a 
performance-based incentive system.

These strategic investments in human capi-
tal continue to generate measurable busi-
ness value. As of June 30, 2026, Zemen 
Bank maintained the highest workforce 
productivity in the Ethiopian banking indus-
try, recording productivity levels that were 
more than twice those of its nearest com-
petitor. This achievement reflects the Bank's 
disciplined talent management practices, 
strong performance culture, and continued 
investment in employee capability.

Omni-Channel Banking operation 

Guided by our commitment to custom-
er-centricity, during the 2025/26 financial 
year, the Bank significantly strengthened its 
Omni channel banking ecosystem through 
infrastructure upgrades and customer-fo-
cused digital and physical service enhance-
ments.

ATM & POS Networks: The ATM network 
grew to 385 terminals with 85 newly 
deployed units, processing 2.44 million 
domestic transactions worth Birr 4.61 
billion and 109,546 international transac-
tions valued at USD 6.1 million. The POS 
terminal network expanded to 1,500 units, 
managing 491,098 domestic transactions 
totaling Birr 1.5 billion and 322,797 inter-
national transactions valued at USD 15.97 
million. This expansion not only enhances 
customer convenience and expanded 
customer access to easy transaction services 
but also contributes to merchant business 
growth, increased financial inclusion, and 
the development of Ethiopia's digital pay-
ments ecosystem.

Specialized Corporate Solutions
 
Recognizing that exceptional banking 
extends beyond traditional branch services, 
the Bank continued to enhance its Doorstep 
Banking Service. Doorstep banking con-
ducted 2,500 customer visits, successfully 
collecting over Birr 441 million in cash and 
Birr 273.6 million in cheques. Onsite payroll 
services completed 120 visits, distributing 
more than Birr 1.9 billion in salaries to 
246,601 employees. This improved opera-
tional efficiency for corporate clients by 
reducing cash-handling risks, saving valu-
able time, and enabling businesses to focus 
on their core operations.

Digital and E-Banking Services

Internet and mobile banking subscriptions 
grew to 256,249, facilitating over 1.45 
million transactions valued in excess of Birr 
22.2 billion. Key digital upgrades included 
UI/UX platform enhancements and the 
introduction of the secure, paperless Green 

PIN-by-SMS system replacing the traditional 
paper-based PIN mailer. These improve-
ments have simplified customer journeys, 
increased service accessibility, and laid a 
strong foundation for the introduction of 
additional digital capabilities in the coming 
years.

Payment Card Personalization 

The PCI DSS-certified Card Personalization 
Bureau grew the total debit cardholder 
base to over 174,006 and issued a wide 
range of payment cards, including local 
debit cards, International Prepaid Platinum 
Travel MasterCard cards, local prepaid and 
gift cards, as well as personalized co-brand-
ed cards in collaboration with corporate 
partners. This strategic infrastructure 
enables the secure and timely issuance of 
payment cards, significantly improving 
efficiency and customer experience.

School Payment and Management 
System

Meanwhile, the School Payment and Man-
agement System served over 30,000 
students across more than 82,052 transac-
tions valued at over ETB 585.7 million. By 
modernizing tuition fee collection and 
automating key school administration 
processes, the solution has reduced admin-
istrative burdens, improved financial trans-
parency, and enhanced operational 
efficiency, enabling schools to devote 
greater time and resources to their core 
mission of teaching and learning.

Information Technology and digitiza-
tion
 
During the 2025/26 fiscal year, the Bank 
made significant progress in advancing its 
digital transformation agenda through stra-
tegic investments in information technolo-
gy, cyber-security, digital banking, opera-
tional excellence, and innovation.

A major milestone during the year was the 
strengthening of the Bank's cyber-security 
capabilities to safeguard its information 
assets, digital services, and customer data 
against the evolving cyber threat landscape. 
These efforts culminated in the successful 
achievement of ISO/IEC 27001:2022 Infor-
mation Security Management System 
(ISMS) Certification, demonstrating the 
Bank's commitment to internationally 
recognized best practices for information 
security, regulatory compliance, and the 
protection of customer information. This 
achievement further enhances stakeholder 
confidence and reinforces the Bank's posi-
tion as a secure and trusted financial institu-
tion.

The Bank also made substantial investments 
in modernizing its digital banking ecosys-
tem. Significant enhancements were made 
to the Mobile Banking and Internet Banking 
platforms to provide customers with faster, 
more secure banking services. To improve 
operational efficiency, the Bank accelerated 
the automation of internal business 
processes across multiple functional areas. 
Several manual processes were digitized 
and automated, reducing turnaround time, 
improving operational accuracy, strength-
ening internal controls, and enhancing 
service delivery.
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Recognizing the importance of collabora-
tion within the digital financial ecosystem, 
the Bank also undertook several strategic 
ecosystem integration initiatives during the 
year. Through integration with payment 
systems, FinTech partners, and third-party 
service providers, the Bank expanded the 
accessibility of its financial services and 
enabled customers to seamlessly interact 
with a broader digital ecosystem. 

The Bank continued to leverage both inter-
nal technology expertise and strategic part-
nerships to develop innovative digital solu-
tions, modernize applications, automate 
operations, and enhance service quality. 

Collectively, these initiatives significantly 
strengthened the Bank's technology capa-
bilities, enhanced customer confidence in 
digital banking services, improved opera-
tional efficiency, reinforced cyber resilience, 
and positioned the Bank to compete effec-
tively within Ethiopia's rapidly evolving 
financial services landscape.

Risk Management and Compliance

To safeguard institutional integrity and 
comply with global regulatory standards, 
the Bank embeds proactive risk manage-
ment across all operations. We continuous-
ly assess and mitigate financial and non-fi-
nancial risks through dynamic system 
enhancements. Our compliance framework 
is anchored by strict AML/CTF controls.

ESG

Zemen Bank in collaboration with EIB has 
successfully completed the strategic Techni-
cal Assistance (TA) program on green 

financing systems. This foundational sup-
port has built institutional knowledge across 
the bank, engaging the Board of Directors 
as well as key credit, risk, audit, and ESG 
teams, and achieved several critical 
outcomes:
• Enhanced the bank's sustainability plan-

ning, tracking, and reporting on climate 
issues, ensuring alignment with IFRS S2 
disclosure standards.

• Conducted intensive Training programs 
on climate risk assessment and green 
financing to embed capacity across mul-
tiple bank units.

• Continued a comprehensive portfolio 
assessment of the bank’s baseline expo-
sure and its long-term contribution to 
climate change.

• Created practical, operational-level tools 
to evaluate green lending, and gen-
der-inclusion criteria to benefit women, 
alongside upgraded Environmental & 
Social (E&S) risk assessment procedures.

Building on these achievements, the part-
nership is now transitioning into its highly 
anticipated operational phase. The EIB and 
Zemen Bank have finalized an equal co-fi-
nancing agreement to launch a credit line 
for green SME agribusinesses. 

Corporate Governance 

To guarantee efficient management over-
sight and seamless business operations, 
Zemen Bank has put in place a robust 
corporate governance system. The Board of 
Directors is supported by key standing com-
mittees encompassing Audit, Risk & Compli-
ance, Nomination and remuneration, 
Credit, and Strategy & Corporate Develop-
ment, Information technology  that rigor-

ously oversight  plan and actual perfor-
mance of the bank , compliance to Direc-
tives and  polices ,business and  strategic 
and  operational  matters . In today’s 
dynamic environment, building a great 
institution requires governance agents and 
drivers who are wise, complementary, 
forward-looking, and capable of under-
standing diverse perspectives. It also 
demands a firm commitment to public 
accountability, the ability to sustain con-
structive and dynamic boardroom conversa-
tions, and a disciplined approach to plan-
ning and measuring corporate governance 
processes and practices. By embedding 
these principles, Zemen Bank continues to 
strengthen its position as a leader in the 
financial sector and a model within the 
national ecosystem — going beyond tradi-
tional financial and non-financial perfor-
mance measurement.In this spirit, the Bank 
took significant steps during the year to 
elevate the Board’s competency on sustain-
ability matters through two dedicated train-
ing sessions focused on the National Bank 
of Ethiopia’s (NBE) sustainability require-
ments, climate risk management, transition 
planning, and green financing. These initia-
tives ensure our leadership remains at the 
forefront of industry best practices. In align-
ment with NBE directives, we continue to 
uphold the highest standards of account-
ability, transparency, and ethical conduct.

Corporate Social Responsibility

Zemen Bank's commitment to community 
welfare has been demonstrated through 
impactful Corporate Social Responsibility 
(CSR) initiatives. Our CSR contributions 
totaled Birr 33.8 million this year. Beyond 
financial contributions, our community 

engagement encompassed the plantation 
of 6,000 seedlings, in-kind support, a blood 
donation drive, and a significant education-
al initiative providing financial literacy train-
ing to students across four secondary 
schools and one elementary school. These 
efforts underscore our unwavering commit-
ment to fostering inclusive and sustainable 
growth.

Way Forward

Looking ahead, Zemen Bank will continue to 
pursue excellence by strengthening its com-
petitive position, advancing digital and 
cyber capabilities, developing its people, 
and contributing positively to the broader 
economy. Priority areas include human-cap-
ital development, cyber-security and digital 
trust, and positioning the Bank for a more 
open and competitive financial sector. The 
Bank has begun preparation for the next 
strategic planning  process in agile frame-
work . With solid capital, strong profitabili-
ty, expanding digital reach and a clear stra-
tegic direction, the Board looks to the future 
with confidence and remains fully commit-
ted to protecting the progress achieved and 
to driving Zemen Bank’s continued sustain-
able growth for the benefit of shareholders, 
customers, employees and the nation.

Human Capital Development
 
We believe that professional growth drives 
operational success. A skilled and efficient 
workforce is essential to the Bank’s 
long-term success and service delivery. To 
maximize productivity and employee poten-
tial, we place deliberate emphasis on 
nurturing talent at every stage. By expand-
ing our training programs, clarifying career 

progression, and building robust succes-
sion frameworks, we foster a culture of 
commitment and continuous learning. Ulti-
mately, this empowers our employees to be 
proactive, customer-focused, and highly 
competent ambassadors of the Bank.

Strengthening Cyber-security and 
Digital Trust

The Bank will continue building on its 
achievement of ISO/IEC 27001:2022 certifi-
cation by continuously improving its Infor-
mation Security Management System, 
enhancing cyber resilience, investing in 
advanced security technologies, strength-
ening cyber threat detection and response 
capabilities, and promoting a strong securi-
ty culture across the organization.

The Bank will also continue investing in the 
modernization of its digital banking plat-
forms to deliver secure, seamless, and 
customer-centric banking experiences. 
Future initiatives will focus on expanding 
Mobile Banking and Internet Banking capa-
bilities, enhancing digital onboarding and 
self-service services, increasing digital pay-
ment options, and broadening ecosystem 
integrations with FinTechs, payment plat-
forms, government services, and other stra-
tegic partners to create a more connected 
digital banking experience.

Positioning the Bank for the Future

As Ethiopia's financial sector becomes 
increasingly digital and competitive, the 
Bank will continue leveraging technology 
as a strategic differentiator. By investing in 
innovation, strengthening strategic part-

nerships, adopting emerging technologies, 
and continuously developing employee 
capabilities, the Bank aims to deliver secure, 
resilient, and innovative financial services 
that meet evolving customer expectations 
while contributing to Ethiopia's digital econ-
omy.
Through these strategic initiatives, the Bank 
remains committed to building a secure, 
resilient, technology-driven, and custom-
er-centric financial institution that delivers 
sustainable value to customers, sharehold-
ers, employees, and the communities it 
serves.

Strategy

During the fiscal year, the Bank undertook a 
comprehensive strategy review and corpo-
rate score card realignment to ensure con-
tinued relevance and competitiveness in a 
rapidly evolving financial landscape. 
Although the 2025/26 fiscal year represents 
the fourth year of implementing the Bank's 
five-year strategic plan, the Bank has set a 
plan of preparation for the next strategic 
planning cycle. 

Overall, The Bank remains committed to 
continuously investing in modern technolo-
gies, expanding its Omni-channel capabili-
ties, and delivering innovative financial solu-
tions that anticipate evolving customer 
needs. Through sustained digital transfor-
mation, strengthened payment infrastruc-
ture, and customer-focused service innova-
tion, the Bank is well positioned to provide a 
secure, seamless, and differentiated banking 
experience while creating long-term value 
for its customers, shareholders, and the 
communities it serves.
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Macro-Economic Developments

Global growth is projected to slow from 3.5 
percent in 2025 to 3.0 percent in 2026 
amid heightened geopolitical tensions, 
trade disruptions, and elevated energy 
prices before recovering to 3.4 percent in 
2027. According to the IMF's July 2026 
World Economic Outlook Update, growth 
in emerging markets and developing econ-
omies is expected to moderate to 3.8 
percent in 2026, while global trade volume 
growth is projected to slow from 5.0 
percent in 2025 to 3.5 percent in 2026 as 
tariffs, supply chain adjustments, and trade 
uncertainties weigh on global commerce. 
Global headline inflation is projected to 
increase from 4.1 percent in 2025 to 4.7 
percent in 2026 before easing to 3.9 
percent in 2027.

In Sub-Saharan Africa, economic growth is 
expected to remain broadly stable at 4.3 
percent in 2026 before improving to 4.5 
percent in 2027, supported by macroeco-
nomic stabilization and reform efforts 
despite continued global uncertainties.

Domestically, Ethiopia is expected to main-
tain strong economic momentum despite 
ongoing structural challenges. The govern-
ment projects 10.1 percent GDP growth for 
FY2026/27, following an estimated 10.2 
percent expansion in FY2025/26, while the 

IMF forecasts growth of 7.9 percent for 
FY2026/27. Export earnings reached a 
record USD 10.7 billion during FY2025/26, 
and foreign direct investment increased to 
USD 4.32 billion, reflecting continued 
investor confidence and the impact of mac-
roeconomic reforms. Following the transi-
tion to a market-based exchange rate, the 
average exchange rate increased from ETB 
135.37/USD to ETB 158.05/USD, represent-
ing an annual depreciation of 16.75 
percent. Meanwhile, headline inflation rose 
to 13.4 percent in May 2026, prompting 
the National Bank of Ethiopia to maintain a 
tight monetary policy stance to preserve 
macroeconomic stability. 

Although the global outlook remains sub-
ject to significant geopolitical and trade-re-
lated risks, Ethiopia's strong economic 
growth, record export performance, 
increasing foreign investment, and ongoing 
structural reforms provide a favorable 
outlook. These developments are expected 
to strengthen investor confidence, support 
private sector expansion, enhance foreign 
exchange inflows, and create opportunities 
for banks to mobilize deposits, expand 
lending, increase trade finance activities, 
and diversify non-interest income while 
maintaining prudent liquidity and risk man-
agement.

Zemen Bank’s Performance Highlights

Operating within a dynamic policy and 
regulatory environment, and amid geopo-
litical uncertainties and intensifying compe-
tition, Zemen Bank delivered another year 
of robust growth expanding its balance 
sheet, strengthening its capital base and 
achieving record profitability. This perfor-
mance reflects the Bank’s ability to turn the 
evolving policy landscape into an opportu-
nity for disciplined growth, operational 
excellence and long-term value creation.

Financial Sector Developments

As of June 30, 2026, Ethiopia's banking 
industry comprised 32 commercial banks 
navigating a transforming macro-financial 
landscape under ongoing structural 
reforms. Industry-wide deposits reached 
Birr 4.83 trillion, reflecting a robust 37.8 
percent year-on-year increase driven by 
digital channel expansion and savings 
mobilization. Total outstanding loans 
reached Birr 3.42 trillion, representing a 
dramatic 24.9 percent year-on-year growth 
to support key economic sectors. Conse-
quently, total banking industry assets rose 
to Birr 6.35 trillion, up 35.9 percent from 
the previous year, solidifying the sector's 
role in driving national economic growth.

Throughout the year, to anchor inflation 
within the NBE's monetary policy frame-
work, the National Bank of Ethiopia main-
tained the central bank policy rate at 15 
percent and kept the private-sector credit 
growth cap at 24 percent as of June 30, 
2026. Simultaneously, the NBE increased 
the reserve requirement ratio by 3 percent-
age points to 10 percent, granting a 

3-to-6-month window for compliance. The 
official removal of the mandatory 7 percent 
minimum deposit rate floor now allows 
market-driven pricing through flexible 
negotiation between depositors and banks.
 
Furthermore, FX liberalization under Direc-
tive FXD/04/2026 significantly simplifies 
profit repatriation, introduces forward con-
tracts, and eases FX access for individuals 
and commercial enterprises, signaling a 
shift toward a market-determined 
exchange rate regime.

While the repeal of mandatory T-bond 
purchase requirements permanently eases 
structural liquidity pressure on private com-
mercial banks, the binding credit growth 
cap challenged credit availability and insti-
tutional liquidity, emphasizing the need for 
proactive balance-sheet and asset-liability 
management. Externally, the successful 
launch of the Ethiopian Securities Exchange 
(ESX) in January 2025 represents a pivotal 
step toward capital market development, 
enabling long-term debt and equity financ-
ing. Finally, the landmark Banking Business 
Proclamation No. 1360/2025 permits 
foreign entry through subsidiaries, branch-
es, equity stakes, or representative offices, a 
major liberalization milestone that will drive 
competition, technological innovation, and 
foreign investment across the Ethiopian 
banking landscape.

Deposits

By June 2026, Zemen Bank achieved a 
major milestone, reaching ETB 85 billion in 
total outstanding deposits, an impressive 
32 percent increase (ETB 20.6 billion) com-
pared to the previous year. This perfor-
mance stands out against a tight regulatory 

challenge and broader geopolitical hurdles. 
The Bank's disciplined focus on deposit 
gathering, coupled with a targeted physical 
network growth that now spans 142 
branches, enabled it to grow its customer 
base to 394,955 account holders.

     

Loans & Advances

Navigating the National Bank of Ethiopia’s 
mandatory 24 percent credit growth cap, 
Zemen Bank successfully expanded its net 
loan and advances portfolio to ETB 51.7 
billion during the fiscal year. The Bank regis-
tered an additional ETB 10.2 billion in loans 
and advances, representing a 24.6 percent 
increase compared to the previous year. This 
performance underscores the Bank's 
prudent credit management and its contin-
ued commitment to supporting the financ-
ing needs of customers within the regulato-
ry framework.

 

The Bank maintained strong asset quality, 
keeping its Non-Performing Loan (NPL) 
ratio well below the regulatory threshold. 
As of June 30, 2026, the NPL ratio stood at 
2.48 percent, comfortably below both the 
NBE's limit of 5 percent and the Bank's own 
stricter internal benchmark of 4 percent. 
This performance reflects the Bank's robust 
credit risk management, effective loan 
monitoring, and commitment to sound 
financial health.

International Banking

Foreign exchange mobilization hit a key 
milestone this fiscal year, with the Bank 
securing USD 698 million through its inter-
national banking operations. Reaffirming 
international banking as a vital income 
driver. This solid performance highlights 
the Bank's ongoing focus on bolstering 
trade finance, accelerating remittance 
flows, and leveraging robust global bank-
ing relationships to drive foreign currency 
inflows.

 

Financial Performance
Total Asset

Zemen Bank closed the fiscal year on June 
30, 2026, with a significantly expanded 
balance sheet, reaching ETB 116.5 billion in 

total assets, a remarkable 31.9 percent 
year-on-year growth that highlights its 
accelerating financial capacity.

Loan and advance served as the primary 
growth engine, with net loans and advanc-
es dominating the asset structure at 44.4 
percent of total assets. This core portfolio 
was balanced by foreign bank deposits and 
placements (25.7 percent) and cash 
reserves maintained with the National Bank 
of Ethiopia (11.4 percent).

Throughout the period, the Bank main-
tained exceptional financial resilience, 
ending the year with a liquidity ratio com-
fortably exceeding the statutory 15 percent 
minimum, reflecting a disciplined, 
forward-looking approach to liquidity risk 
management.

 

Total Liability

Deposits remain the largest component of 
the bank's liabilities, representing a signifi-
cant portion of total liabilities on the 
balance sheet. During the fiscal year ended 
June 30, 2026, deposits recorded steady 
and substantial growth, reflecting prudent 
expansion amid prevailing economic condi-
tions. As a result, the bank's total liabilities 

reached ETB 90.6 billion by the end of the 
fiscal year, marking a notable increase com-
pared to the previous year. This perfor-
mance underscores the Bank's capacity to 
strengthen its funding base despite external 
challenges.

 

Capital

As of June 30, 2026, the Bank's total capital 
reached Birr 25.9 billion, marking a remark-
able year-on-year growth of 40.8 percent. 
This increase was primarily driven by strong 
growth in the Bank's core capital compo-
nents. The Bank’s paid-up capital stood at 
Birr 14.29 billion, reflecting an increase of 
Birr 4.9 billion or 52 percent compared to 
the previous year.

Moreover, the Bank maintained a robust 
capital adequacy ratio of 40 percent, 
significantly surpassing the regulatory mini-
mum requirement of 8 percent, underscor-
ing its strong financial resilience and capac-
ity to support sustainable growth.

Income

As of June 2026, the Bank's total income 
reached Birr 17.9 billion, reflecting a 
remarkable 24 percent growth compared 
to the same period last year and exceeding 
the annual target.

 

The main driver of this income was interest 
revenue, which accounted for Birr 10.15 
billion or nearly 57 percent of the total. 
Service charges and commissions contribut-
ed Birr 5.1 billion (28.5 percent), while net 
earnings from foreign exchange transac-
tions amounted to Birr 2.4 billion (13 
percent). The remaining Birr 273.1 million 
(1.5 percent) came from other sources of 
income.

 

Expenditure

During the fiscal year, the Bank's total 
expenses reached Birr 8.58 billion, repre-
senting an increase of Birr 2.4 billion (38.4 
percent) compared to the previous year. 
Despite this rise, expenditures remained 
below the approved annual budget, under-
scoring the Bank's effective cost manage-
ment.

A detailed analysis of the Bank's cost struc-
ture shows that interest expenses constitut-
ed the largest portion, totaling Birr 3.6 
billion (42 percent). This was followed by 
salary and employee benefits which 
amounted to Birr 2.7 billion (31 percent). 
General operating expenses accounted for 
Birr 1.8 billion (21 percent), while deprecia-
tion and amortization expenses represent-
ed Birr 505.5 million (6 percent).

 

Earning

In the concluded fiscal year, Zemen Bank 
recorded a gross profit of Birr 9.97 billion 
before depreciation and provisions, mark-
ing a substantial increase of Birr 882.7 
million (9.7 percent) compared to the previ-
ous year. This performance translates to 
108 percent of the fiscal year's planned 
target. Net profit for the period reached Birr 
6.75 billion, surpassing last year's figure by 
Birr 885.9 million, equivalent to a 15 
percent growth. 

 
 

Financial Soundness Indicators

Zemen Bank demonstrated strong perfor-
mance across three key financial indicators 
- Earnings Per Share (EPS), Return on Aver-
age Assets (ROAA), and Return on Average 
Equity (ROAE) - underscoring effective 
management and solid financial health.

Earning Per Share (EPS) – As of June 
2026, the Bank reported a profit after tax of 
Birr 6.75 billion, resulting in an EPS of 53.9 
percent. This level remains among the high-
est in the industry and well above the past 
five year average of 48.26%, reflecting 
Zemen Bank's consistent ability to generate 
exceptional value for its shareholders

Return on Average Assets (ROAA) – The 
Bank achieved an impressive Return on 
Average Assets of 6.6 percent, significantly 
higher than its five-year average of 5.21 
percent. This result demonstrates the bank's 
strong efficiency in leveraging its assets for 
profitability. Moreover, it far exceeds the 
average ROAA reported by private banks, 
highlighting Zemen Bank's superior perfor-
mance.
 
 

Return on Average Equity (ROAE) - The 
Bank achieved a ROAE of 37.8% for the 
year, significantly exceeding its five-year 
average of 30.65%. This strong perfor-
mance demonstrates the Bank's enhanced 
ability to generate higher returns for its 
shareholders.

Proposed Dividend payouts

After deducting appropriate tax, legal 
reserves, and Board remuneration from the 
gross profit, a net profit of Birr 4.571 billion 
was transferred to retained earnings.

The Board of Directors proposes Birr 
2,072,447,425.24 to be distributed to 
shareholders as dividend payment and the 
remaining balance kept in the retained 
earnings account. Based on the year-aver-
age.

Other Business Developments

Zemen Bank achieved remarkable progress 
during the fiscal year, with strong perfor-
mance not only in terms of financial metrics 
but also in overall operations, leading to 
exceptional growth.

Interest free Banking (IFB)

Zemen Bank commenced Interest-Free 
Banking (IFB) operations on June 25, 2026. 
As the IFB operations commenced only 
during the final days of the reporting 
period, the Bank did not prepare audited 
financial statements specifically for its IFB 
operations for the year ended June 30, 

2026; accordingly, financial information 
relating to IFB assets, liabilities, income, 
expenses, cash flows, and changes in equity 
has not been presented in this report. The 
Board is currently evaluating the appropri-
ate course of action to ensure compliance 
with applicable statutory, regulatory, and 
financial reporting requirements, and users 
of this report should therefore not regard 
the information presented herein as a sub-
stitute for a complete set of financial state-
ments prepared in accordance with the 
applicable financial reporting framework.

Human Capital Development

The Bank firmly believes that its people are 
its most valuable asset and remains commit-
ted to building a high-performing work-
force through continuous learning, talent 
development, and merit-based career 
advancement. This commitment enables 
employees to realize their full potential 
while delivering superior customer experi-
ences and creating sustainable long-term 
value for shareholders and other stakehold-
ers.

Consistent with its talent strategy, the Bank 
continued to attract, develop, and retain 
high-caliber professionals. During the fiscal 
year, 140 employees joined the Bank, 
including 29 fresh graduates. Consequently, 
the Bank's permanent workforce reached 
1,893 employees as of June 30, 2026 with a 
modest increase from previous year.  

The Bank also continued to prioritize inter-
nal talent development by creating oppor-
tunities for career growth and mobility. 

During the year, 7,770 employees partici-
pated in a broad range of technical, behav-
ioral, leadership, succession, and career 
development programs. To further 
strengthen its learning culture and support 
continuous professional development, the 
Bank partnered with LinkedIn Learning, 
providing 800 employees with access to 
internationally recognized digital learning 
resources and professional development 
content. 

The Bank remains committed to fostering a 
high-performance culture through a robust 
performance management framework that 
emphasizes continuous feedback, objective 
performance evaluation, and alignment of 
individual contributions with strategic busi-
ness objectives. Outstanding performance 
is recognized and rewarded through a 
performance-based incentive system.

These strategic investments in human capi-
tal continue to generate measurable busi-
ness value. As of June 30, 2026, Zemen 
Bank maintained the highest workforce 
productivity in the Ethiopian banking indus-
try, recording productivity levels that were 
more than twice those of its nearest com-
petitor. This achievement reflects the Bank's 
disciplined talent management practices, 
strong performance culture, and continued 
investment in employee capability.

Omni-Channel Banking operation 

Guided by our commitment to custom-
er-centricity, during the 2025/26 financial 
year, the Bank significantly strengthened its 
Omni channel banking ecosystem through 
infrastructure upgrades and customer-fo-
cused digital and physical service enhance-
ments.

ATM & POS Networks: The ATM network 
grew to 385 terminals with 85 newly 
deployed units, processing 2.44 million 
domestic transactions worth Birr 4.61 
billion and 109,546 international transac-
tions valued at USD 6.1 million. The POS 
terminal network expanded to 1,500 units, 
managing 491,098 domestic transactions 
totaling Birr 1.5 billion and 322,797 inter-
national transactions valued at USD 15.97 
million. This expansion not only enhances 
customer convenience and expanded 
customer access to easy transaction services 
but also contributes to merchant business 
growth, increased financial inclusion, and 
the development of Ethiopia's digital pay-
ments ecosystem.

Specialized Corporate Solutions
 
Recognizing that exceptional banking 
extends beyond traditional branch services, 
the Bank continued to enhance its Doorstep 
Banking Service. Doorstep banking con-
ducted 2,500 customer visits, successfully 
collecting over Birr 441 million in cash and 
Birr 273.6 million in cheques. Onsite payroll 
services completed 120 visits, distributing 
more than Birr 1.9 billion in salaries to 
246,601 employees. This improved opera-
tional efficiency for corporate clients by 
reducing cash-handling risks, saving valu-
able time, and enabling businesses to focus 
on their core operations.

Digital and E-Banking Services

Internet and mobile banking subscriptions 
grew to 256,249, facilitating over 1.45 
million transactions valued in excess of Birr 
22.2 billion. Key digital upgrades included 
UI/UX platform enhancements and the 
introduction of the secure, paperless Green 

PIN-by-SMS system replacing the traditional 
paper-based PIN mailer. These improve-
ments have simplified customer journeys, 
increased service accessibility, and laid a 
strong foundation for the introduction of 
additional digital capabilities in the coming 
years.

Payment Card Personalization 

The PCI DSS-certified Card Personalization 
Bureau grew the total debit cardholder 
base to over 174,006 and issued a wide 
range of payment cards, including local 
debit cards, International Prepaid Platinum 
Travel MasterCard cards, local prepaid and 
gift cards, as well as personalized co-brand-
ed cards in collaboration with corporate 
partners. This strategic infrastructure 
enables the secure and timely issuance of 
payment cards, significantly improving 
efficiency and customer experience.

School Payment and Management 
System

Meanwhile, the School Payment and Man-
agement System served over 30,000 
students across more than 82,052 transac-
tions valued at over ETB 585.7 million. By 
modernizing tuition fee collection and 
automating key school administration 
processes, the solution has reduced admin-
istrative burdens, improved financial trans-
parency, and enhanced operational 
efficiency, enabling schools to devote 
greater time and resources to their core 
mission of teaching and learning.

Information Technology and digitiza-
tion
 
During the 2025/26 fiscal year, the Bank 
made significant progress in advancing its 
digital transformation agenda through stra-
tegic investments in information technolo-
gy, cyber-security, digital banking, opera-
tional excellence, and innovation.

A major milestone during the year was the 
strengthening of the Bank's cyber-security 
capabilities to safeguard its information 
assets, digital services, and customer data 
against the evolving cyber threat landscape. 
These efforts culminated in the successful 
achievement of ISO/IEC 27001:2022 Infor-
mation Security Management System 
(ISMS) Certification, demonstrating the 
Bank's commitment to internationally 
recognized best practices for information 
security, regulatory compliance, and the 
protection of customer information. This 
achievement further enhances stakeholder 
confidence and reinforces the Bank's posi-
tion as a secure and trusted financial institu-
tion.

The Bank also made substantial investments 
in modernizing its digital banking ecosys-
tem. Significant enhancements were made 
to the Mobile Banking and Internet Banking 
platforms to provide customers with faster, 
more secure banking services. To improve 
operational efficiency, the Bank accelerated 
the automation of internal business 
processes across multiple functional areas. 
Several manual processes were digitized 
and automated, reducing turnaround time, 
improving operational accuracy, strength-
ening internal controls, and enhancing 
service delivery.
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Recognizing the importance of collabora-
tion within the digital financial ecosystem, 
the Bank also undertook several strategic 
ecosystem integration initiatives during the 
year. Through integration with payment 
systems, FinTech partners, and third-party 
service providers, the Bank expanded the 
accessibility of its financial services and 
enabled customers to seamlessly interact 
with a broader digital ecosystem. 

The Bank continued to leverage both inter-
nal technology expertise and strategic part-
nerships to develop innovative digital solu-
tions, modernize applications, automate 
operations, and enhance service quality. 

Collectively, these initiatives significantly 
strengthened the Bank's technology capa-
bilities, enhanced customer confidence in 
digital banking services, improved opera-
tional efficiency, reinforced cyber resilience, 
and positioned the Bank to compete effec-
tively within Ethiopia's rapidly evolving 
financial services landscape.

Risk Management and Compliance

To safeguard institutional integrity and 
comply with global regulatory standards, 
the Bank embeds proactive risk manage-
ment across all operations. We continuous-
ly assess and mitigate financial and non-fi-
nancial risks through dynamic system 
enhancements. Our compliance framework 
is anchored by strict AML/CTF controls.

ESG

Zemen Bank in collaboration with EIB has 
successfully completed the strategic Techni-
cal Assistance (TA) program on green 

financing systems. This foundational sup-
port has built institutional knowledge across 
the bank, engaging the Board of Directors 
as well as key credit, risk, audit, and ESG 
teams, and achieved several critical 
outcomes:
• Enhanced the bank's sustainability plan-

ning, tracking, and reporting on climate 
issues, ensuring alignment with IFRS S2 
disclosure standards.

• Conducted intensive Training programs 
on climate risk assessment and green 
financing to embed capacity across mul-
tiple bank units.

• Continued a comprehensive portfolio 
assessment of the bank’s baseline expo-
sure and its long-term contribution to 
climate change.

• Created practical, operational-level tools 
to evaluate green lending, and gen-
der-inclusion criteria to benefit women, 
alongside upgraded Environmental & 
Social (E&S) risk assessment procedures.

Building on these achievements, the part-
nership is now transitioning into its highly 
anticipated operational phase. The EIB and 
Zemen Bank have finalized an equal co-fi-
nancing agreement to launch a credit line 
for green SME agribusinesses. 

Corporate Governance 

To guarantee efficient management over-
sight and seamless business operations, 
Zemen Bank has put in place a robust 
corporate governance system. The Board of 
Directors is supported by key standing com-
mittees encompassing Audit, Risk & Compli-
ance, Nomination and remuneration, 
Credit, and Strategy & Corporate Develop-
ment, Information technology  that rigor-

ously oversight  plan and actual perfor-
mance of the bank , compliance to Direc-
tives and  polices ,business and  strategic 
and  operational  matters . In today’s 
dynamic environment, building a great 
institution requires governance agents and 
drivers who are wise, complementary, 
forward-looking, and capable of under-
standing diverse perspectives. It also 
demands a firm commitment to public 
accountability, the ability to sustain con-
structive and dynamic boardroom conversa-
tions, and a disciplined approach to plan-
ning and measuring corporate governance 
processes and practices. By embedding 
these principles, Zemen Bank continues to 
strengthen its position as a leader in the 
financial sector and a model within the 
national ecosystem — going beyond tradi-
tional financial and non-financial perfor-
mance measurement.In this spirit, the Bank 
took significant steps during the year to 
elevate the Board’s competency on sustain-
ability matters through two dedicated train-
ing sessions focused on the National Bank 
of Ethiopia’s (NBE) sustainability require-
ments, climate risk management, transition 
planning, and green financing. These initia-
tives ensure our leadership remains at the 
forefront of industry best practices. In align-
ment with NBE directives, we continue to 
uphold the highest standards of account-
ability, transparency, and ethical conduct.

Corporate Social Responsibility

Zemen Bank's commitment to community 
welfare has been demonstrated through 
impactful Corporate Social Responsibility 
(CSR) initiatives. Our CSR contributions 
totaled Birr 33.8 million this year. Beyond 
financial contributions, our community 

engagement encompassed the plantation 
of 6,000 seedlings, in-kind support, a blood 
donation drive, and a significant education-
al initiative providing financial literacy train-
ing to students across four secondary 
schools and one elementary school. These 
efforts underscore our unwavering commit-
ment to fostering inclusive and sustainable 
growth.

Way Forward

Looking ahead, Zemen Bank will continue to 
pursue excellence by strengthening its com-
petitive position, advancing digital and 
cyber capabilities, developing its people, 
and contributing positively to the broader 
economy. Priority areas include human-cap-
ital development, cyber-security and digital 
trust, and positioning the Bank for a more 
open and competitive financial sector. The 
Bank has begun preparation for the next 
strategic planning  process in agile frame-
work . With solid capital, strong profitabili-
ty, expanding digital reach and a clear stra-
tegic direction, the Board looks to the future 
with confidence and remains fully commit-
ted to protecting the progress achieved and 
to driving Zemen Bank’s continued sustain-
able growth for the benefit of shareholders, 
customers, employees and the nation.

Human Capital Development
 
We believe that professional growth drives 
operational success. A skilled and efficient 
workforce is essential to the Bank’s 
long-term success and service delivery. To 
maximize productivity and employee poten-
tial, we place deliberate emphasis on 
nurturing talent at every stage. By expand-
ing our training programs, clarifying career 

progression, and building robust succes-
sion frameworks, we foster a culture of 
commitment and continuous learning. Ulti-
mately, this empowers our employees to be 
proactive, customer-focused, and highly 
competent ambassadors of the Bank.

Strengthening Cyber-security and 
Digital Trust

The Bank will continue building on its 
achievement of ISO/IEC 27001:2022 certifi-
cation by continuously improving its Infor-
mation Security Management System, 
enhancing cyber resilience, investing in 
advanced security technologies, strength-
ening cyber threat detection and response 
capabilities, and promoting a strong securi-
ty culture across the organization.

The Bank will also continue investing in the 
modernization of its digital banking plat-
forms to deliver secure, seamless, and 
customer-centric banking experiences. 
Future initiatives will focus on expanding 
Mobile Banking and Internet Banking capa-
bilities, enhancing digital onboarding and 
self-service services, increasing digital pay-
ment options, and broadening ecosystem 
integrations with FinTechs, payment plat-
forms, government services, and other stra-
tegic partners to create a more connected 
digital banking experience.

Positioning the Bank for the Future

As Ethiopia's financial sector becomes 
increasingly digital and competitive, the 
Bank will continue leveraging technology 
as a strategic differentiator. By investing in 
innovation, strengthening strategic part-

nerships, adopting emerging technologies, 
and continuously developing employee 
capabilities, the Bank aims to deliver secure, 
resilient, and innovative financial services 
that meet evolving customer expectations 
while contributing to Ethiopia's digital econ-
omy.
Through these strategic initiatives, the Bank 
remains committed to building a secure, 
resilient, technology-driven, and custom-
er-centric financial institution that delivers 
sustainable value to customers, sharehold-
ers, employees, and the communities it 
serves.

Strategy

During the fiscal year, the Bank undertook a 
comprehensive strategy review and corpo-
rate score card realignment to ensure con-
tinued relevance and competitiveness in a 
rapidly evolving financial landscape. 
Although the 2025/26 fiscal year represents 
the fourth year of implementing the Bank's 
five-year strategic plan, the Bank has set a 
plan of preparation for the next strategic 
planning cycle. 

Overall, The Bank remains committed to 
continuously investing in modern technolo-
gies, expanding its Omni-channel capabili-
ties, and delivering innovative financial solu-
tions that anticipate evolving customer 
needs. Through sustained digital transfor-
mation, strengthened payment infrastruc-
ture, and customer-focused service innova-
tion, the Bank is well positioned to provide a 
secure, seamless, and differentiated banking 
experience while creating long-term value 
for its customers, shareholders, and the 
communities it serves.
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Fikru Tabor Director - Risk & Compliance Management Department (Appointed Mar 2021)
Girum Tariku Director  -Marketing & Corporate Communication Department (Appointed Mar 2023)
Habte Reji Director  -Database Management  & Analytics Department (Appointed Mar 2023)

FOR THE PERIOD ENDED 30 JUNE 2025

Eneye Bemir Board Chairperson (Appointed June 2021)
Sewale Abate (PhD) Board Deputy Chairperson (Appointed May 2024)
Ermias Eshetu Non-Executive Director (Appointed June 2021)
Tilaye Kassahun (PhD) Non-Executive Director (Appointed June 2021)
Abera Abegaz Non-Executive Director (Appointed May 2024)
Dawit Ergetu Non-Executive Director (Appointed May 2024)
Emawayish Addisu Non-Executive Director (Appointed May 2024)
Wondwossen Mulegeta Gewe (PhD) Non-Executive Director (Appointed June 2025)

Non-Executive Director (Appointed May 2024)
National Insurance Company 
of Ethiopia

Dereje Zebene President/CEO (Appointed Apr 2018)
Meseret Wondim Chief Officer - Finance (Appointed Aug 2016)
Addis Woldecherkos Chief Officer - Credit (Appointed Mar 2020)
Asrat Tadesse Chief Officer - Retail Banking (Appointed Mar 2020)
Tewahido Taffese Chief Officer - Strategy & Marketing (Appointed Jan 2023)
Michael Tsegaye Chief Officer - Wholesale Banking (Appointed Oct 2022)
Elias Kinfegebriel Deputy Chief Officer - Estate Management (Appointed Oct 2022)
Takele Dibekulu Deputy Chief Officer - Human Capital (Appointed Apr 2023)
Haileyesus Mezgebu A/Chief Technology Officer (Appointed Jun 2024)
Phylipos Mitiku Chief Officer - Information (Appointed Apr 2025)

Ustaz Abrar Shifa Board Chairperson (Appointed Aug 2025)
Ustaz Tofiq Bahru Board Deputy Chairperson (Appointed Aug 2025)
Ustaz Abduletif Taha SHARI’AH ADVISORY BOARD  Member (Appointed Aug 2025)

Dereje Zebene President/CEO (Appointed Apr 2018)
Meseret Wondim Chief Officer - Finance (Appointed Aug 2016)
Addis Woldecherkos Chief Officer - Credit (Appointed Mar 2020)
Asrat Tadesse Chief Officer - Retail Banking (Appointed Mar 2020)
Michael Tsegaye Chief Officer - Wholesale Banking (Appointed Oct 2022)
Tewahido Taffese Chief Officer - Strategy & Marketing (Appointed Jan 2023)
Phylipos Mitiku Chief Officer - Information (Appointed Apr 2025)
Ermias Zewdie Desta Chief Technology Officer (Appointed Aug 2025)
Elias Kinfegebriel Deputy Chief Officer - Estate Management (Appointed Oct 2022)
Takele Dibekulu Deputy Chief Officer - Human Capital (Appointed Apr 2023)
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AND REGISTERED OFFICE 

Registered office                                              Bankers                                                         Independent Auditors                          

Tax Identification Number 

Business Registration Number

Actuaries

South Africa

Kassahun Merawi                 Director - Engineering &                           (Appointed Apr 2017) 
                                                Building Management Department 
Lemma Alemayehu  Director  - Finance &                                (Appointed May 2019)
                                                Investor's Relation Department            
Marta Gebremeskel  Director - Fund Management &                 (Appointed Oct 2022) 
                                                Remittance Department           
Mechal Bedada  Director  -Property & Logistics                  (Appointed Jan 2023) 
                                                Management Department                                       
Meheret Asmare  Director  -Security Services                      (Appointed Oct 2022)
                                                Department                                                      
Mesfin Berhan  Director - Credit Appraisal                        (Appointed Apr 2023) 
                                                Department 
Mitiku Bitew  Director - IT Infrastructure                       (Appointed Jan 2025) 
                                                Management Department 
Nuru Mustefa  Director  - Performance Management        (Appointed May 2023)
                                                & Employee Service Department 
Seble Tilahun  Director - Corporate Banking                    (Appointed Oct 2022) 
                                                Department 
Tesfahun Demele  Director - Strategy Implementation           (Appointed Oct 2022) 
                                                & Change Management Department 
Tesfaye Birru  Executive Assistant to the President/CEO   (Appointed Oct 2022)
Tewodros Beyene  Director - Research & Business                 (Appointed Oct 2022) 
                                                Development Department 
Thomas Getachew  Director - Talent Acquisition,                    (Appointed Oct 2022)
                                                Development & Management Department 
Tigist Wondimagegnehu Director - Credit Portfolio                          (Appointed Oct 2022) 
                                                Management Department 
Yohannes Getachew  Director - Internal Audit                           (Appointed Aug 2016) 
                                                Department                      
Yonas Mengesha  A/Director -Branch Management               (Appointed May 2025) 
                                                Department 
Zewdu Ayenew  Director - IT Infrastructure                       (Appointed Oct 2022) 
                                                Management Department 
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AND REGISTERED OFFICE 

Registered office                                              Bankers                                                         Independent Auditors                          

Tax Identification Number 

Business Registration Number IFRS Consultant 

Actuaries

    

0004608547

FOR THE PERIOD ENDED 30 JUNE 2026

Kassahun Merawi Director  - Engineering & Building Management 
Dept.

(Appointed Apr 2017)

Lemma Alemayehu Director  - Finance & Investor's Relation Dept. (Appointed May 2019)
Mahlet Girma Menkir A/Director - Corporate Banking Dept. (Appointed Jul 2025)
Marta Gebremeskel Director - Fund Management & Remittance Dept. (Appointed Oct 2022)
Mechal Bedada Director  -Property & Logistics Management Dept. (Appointed Jan 2023)
Meheret Asmare Director  -Security Services Dept. (Appointed Oct 2022)
Mesfin Berhan Director - Trade Service Dept. (Appointed Dec 2025)
Mitiku Bitew Director - IT Infrastructure Management Dept.

(Appointed Jan 2025)
Nuru Mustefa Director  - Performance Management & 

Employee Service Dept.

(Appointed May 2023)
Tadesse Fikremarkos Acting Director, IT Strategy and Enterprise 

Architecture Management Dept
Tesfaye Birru Director, Ethics and Anti-corruption Dept. (Appointed Jun 2026)
Tewodros Beyene Director - Research & Business Development Dept. (Appointed Oct 2022)
Thomas Getachew Director - Talent Acquisition, Development 

& Management Dept. (Appointed Oct 2022)
Tigist Wondimagegnehu Director - Credit Portfolio Management Dept. (Appointed Oct 2022)
Yohannes Getachew Director - Internal Audit Dept. (Appointed Aug 2016)
Yonas Mengesha Director -Branch Management Dept. (Appointed Sep 2025)
Yonas Merawi Dirirsa Director - Strategy Implementation & 

Change Management Dept. (Appointed Mar 2026)
Yosef Alemu Company Secretary (Appointed Apr 2024)
Zewdu Ayenew Director - Program Management Office Dept. (Appointed Oct 2022)

Lideta Sub-city, Woreda 07, House No. New
Ras Abebe Aregay Road
Addis Ababa, Ethiopia
P. O. Box. 1212

Principal Bank - National Bank of Ethiopia
Correspondent Banks 
Citibank N.A New York
Citibank London
Commerz Bank 
ABN Amro Bank
Skandinaviska Enskilda Banken
CAC International Bank 
African Export -Import Bank (Afrexim Bank)

HST Audit Limited Liability 
Partnership, Public Auditors
Ethio-China Avenue; Wollo Sefer
Mina Building, 5th floor, 
P.O.Box 1608 
Addis Ababa, Ethiopia

Actuarial Services (E.A) Ltd.
P. O. Box 10472 - 00100 Nairobi, Kenya.
6th Floor, Senteu Plaza, Lenana Rd, Kilimani.
Email: evelyn.nduati@actserv-africa.com
1113 Kayahwe Rd, Off Galana Rd, Kilimani.
Kenya

KPMG Development Services (Mauritius) Limited 
PO Box 40612, 00100 GPO
3rd Floor, Rogers House No. 5 President John 
Kennedy Street Port Louis,  Mauritius
Email: jngonga@kpmg.co.ke
Port Louis, Mauritius



1. Incorporation

3. Share capital 30 June 2026 30 June 2025

Autorized shares 
          20,000,000           15,000,000 

Issued, and subscribed
          15,000,000           14,906,349 

Paid up capital
          14,287,986             9,390,451 

30 June 2026 30 June 2025
ETB'000 ETB'000

Interest income             10,147,196               7,024,867 
Profit before tax               9,301,973               8,212,077 
Tax (charge) / credit             (2,547,945)             (2,343,976)
Profit for the year               6,754,027               5,868,101 

                 114,123                     3,178 
            6,868,150             5,871,278 

______________________________________________

The financial statements have been prepared on the basis of accounting policies applicable to a going concern.
This basis assumes that funds will be available to finance future operations and that the realisation of assets and
settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business.                                                            

The Directors believe that the Bank has adequate financial resources to continue in operation for the foreseeable
future and accordingly the financial statements have been prepared on a going concern basis. The Directors have
satisfied themselves that the Bank is in a sound financial position and that it has access to sufficient borrowing
facilities to meet its foreseeable cash requirements. The Directors are not aware of any new material changes
that may adversely impact the Bank. The Directors are also not aware of any material non-compliance with
statutory or regulatory requirements or of any pending changes to legislation which may affect the Bank.

The Financial Statements have been authorised for issue by the Board of Directors on September 25, 2026. No
authority was given to any one to amend the financial statements after the date of issue.

7. Date of authorisation for issue of financial statements

September 25, 2026

Eneye Bemir 
Chairperson of Board of Directors 

Signed on behalf of the Board of Directors By:

8. Acknowledgements

Thanks and appreciation are extended to all of our shareholders, staffs and customers for their continued support 
of the Bank.

The Financial Statement set out on pages 9 to 70, which have been prepared on the going concern basis, were
approved by the Board of Directors.

There have been no material changes to the nature of the Bank's business from the prior year.

Ordinary Shares, with par value of ETB 1,000 each

Ordinary Shares, with par value of ETB 1,000 each

Zemen Bank Share Company
Report of the Directors
For the Year Ended June 30, 2026

The Directors submit their report together with the financial statements for the year ended June 30, 2026 to the
shareholders of Zemen Bank Share Company (''the Bank"). This report discloses the financial performance and
state of affairs of the Bank.

2. Principal activities

Zemen Bank Share Company was established in Addis Ababa in 2008 and registered as a share company in
accordance with the provisions of the Licensing and Supervision of Banking Business Proclamation no. 592/2008
(amended proclamation no. 1360/2025) and the Commercial Code of Ethiopia.

The Bank’s principal activity is commercial banking.

Number of Shares

Ordinary Shares, with par value of ETB 1,000 each

4. Results and dividends

The Bank's results for the year ended June 30, 2026 are set out on page 9. The profit for the year has been
transferred to retained earnings. The summarised results are presented below.

Other comprehensive income net of taxes
Total comprehensive income for the year

5. Events after the reporting period

6. Going Concern

The Directors are not aware of any material event which occurred after the reporting date and up to the date of
this report.
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FOR THE PERIOD ENDED 30 JUNE 2025

Incorporation

Share capital 30 June 2025 30 June 2024

Issued, and subscribed
          14,906,349           11,309,456 

Paid up capital
            9,390,451             7,455,181 

30 June 2025 30 June 2024
ETB'000 ETB'000

Interest income               7,024,867               5,352,881 

Profit before tax               8,212,077               3,318,310 
Tax (charge) / credit             (2,343,976)                (925,879)

Profit for the year               5,868,101               2,392,430 

                    3,178                  250,425 

            5,871,278             2,642,854 

The financial statements have been prepared on the basis of accounting policies applicable to a going concern.
This basis assumes that funds will be available to finance future operations and that the realization of assets and
settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business.                                                           

The Directors believe that the Bank has adequate financial resources to continue in operation for the foreseeable
future and accordingly the financial statements have been prepared on a going concern basis. The Directors have
satisfied themselves that the Bank is in a sound financial position and that it has access to sufficient borrowing
facilities to meet its foreseeable cash requirements. The Directors are not aware of any new material changes
that may adversely impact the Bank. The Directors are also not aware of any material non-compliance with
statutory or regulatory requirements or of any pending changes to legislation which may affect the Bank.

Date of authorization for issue of financial statements

There have been no material changes to the nature of the Bank's business from the prior year.

Ordinary Shares, with par value of ETB 1,000 each

Ordinary Shares, with par value of ETB 1,000 each

The Directors submit their report together with the financial statements for the year ended 30 June 2025, to the
shareholders of Zemen Bank Share Company (''the Bank"). This report discloses the financial performance and
state of affairs of the Bank.

Principal activities

Zemen Bank Share Company was established in Addis Ababa in 2008 and registered as a share company in
accordance with the provisions of the Licensing and Supervision of Banking Business Proclamation no. 592/2008
(amended proclamation no. 1360/2025) and the Commercial Code of Ethiopia.

The Bank’s principal activity is commercial banking.

Number of Shares

Results and dividends

The Bank's results for the year ended June 30, 2025 are set out on page 9. The profit for the year has been
transferred to retained earnings. The summarized results are presented below.

Other comprehensive income net of taxes

Total comprehensive income for the year

Events after the reporting period

Going Concern

The Directors are not aware of any material event which occurred after the reporting date and up to the date of
this report.

The Directors submit their report together with the financial statements for the year ended June 
30, 2026 to the shareholders of Zemen Bank Share Company (‘’the Bank”). This report discloses the 
financial performance and state of affairs of the Bank.   
   
Incorporation   
   
Zemen Bank Share Company was established in Addis Ababa in 2008 and registered as a share company 
in accordance with the provisions of the Licensing and Supervision of Banking Business Proclamation 
no. 592/2008 (amended proclamation no. 1360/2025) and the Commercial Code of Ethiopia.  
    
Principal activities   
   
The Bank’s principal activity is commercial banking.   
There have been no material changes to the nature of the Bank’s business from the prior year.  
 
Share capital 
 

 
   
Results and dividends   
   
The Bank’s results for the year ended June 30, 2026 are set out on page 42. The profit for the year has 
been transferred to retained earnings. The summarised results are presented below.   
  

Events after the reporting period   
   
The Directors are not aware of any material event which occurred after the reporting date and up to 
the date of this report.   

1. Incorporation

3. Share capital 30 June 2026 30 June 2025

Autorized shares 
          20,000,000           15,000,000 

Issued, and subscribed
          15,000,000           14,906,349 

Paid up capital
          14,287,986             9,390,451 

30 June 2026 30 June 2025
ETB'000 ETB'000

Interest income             10,147,196               7,024,867 
Profit before tax               9,301,973               8,212,077 
Tax (charge) / credit             (2,547,945)             (2,343,976)
Profit for the year               6,754,027               5,868,101 

                 114,123                     3,178 
            6,868,150             5,871,278 

______________________________________________

The financial statements have been prepared on the basis of accounting policies applicable to a going concern.
This basis assumes that funds will be available to finance future operations and that the realisation of assets and
settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business.                                                            

The Directors believe that the Bank has adequate financial resources to continue in operation for the foreseeable
future and accordingly the financial statements have been prepared on a going concern basis. The Directors have
satisfied themselves that the Bank is in a sound financial position and that it has access to sufficient borrowing
facilities to meet its foreseeable cash requirements. The Directors are not aware of any new material changes
that may adversely impact the Bank. The Directors are also not aware of any material non-compliance with
statutory or regulatory requirements or of any pending changes to legislation which may affect the Bank.

The Financial Statements have been authorised for issue by the Board of Directors on September 25, 2026. No
authority was given to any one to amend the financial statements after the date of issue.

7. Date of authorisation for issue of financial statements

September 25, 2026

Eneye Bemir 
Chairperson of Board of Directors 

Signed on behalf of the Board of Directors By:

8. Acknowledgements

Thanks and appreciation are extended to all of our shareholders, staffs and customers for their continued support 
of the Bank.

The Financial Statement set out on pages 9 to 70, which have been prepared on the going concern basis, were
approved by the Board of Directors.

There have been no material changes to the nature of the Bank's business from the prior year.

Ordinary Shares, with par value of ETB 1,000 each

Ordinary Shares, with par value of ETB 1,000 each

Zemen Bank Share Company
Report of the Directors
For the Year Ended June 30, 2026

The Directors submit their report together with the financial statements for the year ended June 30, 2026 to the
shareholders of Zemen Bank Share Company (''the Bank"). This report discloses the financial performance and
state of affairs of the Bank.

2. Principal activities

Zemen Bank Share Company was established in Addis Ababa in 2008 and registered as a share company in
accordance with the provisions of the Licensing and Supervision of Banking Business Proclamation no. 592/2008
(amended proclamation no. 1360/2025) and the Commercial Code of Ethiopia.

The Bank’s principal activity is commercial banking.

Number of Shares

Ordinary Shares, with par value of ETB 1,000 each

4. Results and dividends

The Bank's results for the year ended June 30, 2026 are set out on page 9. The profit for the year has been
transferred to retained earnings. The summarised results are presented below.

Other comprehensive income net of taxes
Total comprehensive income for the year

5. Events after the reporting period

6. Going Concern

The Directors are not aware of any material event which occurred after the reporting date and up to the date of
this report.
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FOR THE PERIOD ENDED 30 JUNE 2025

30 June 2025 30 June 2024
ETB'000 ETB'000

Interest income               7,024,867               5,352,881 

Profit before tax               8,212,077               3,318,310 
Tax (charge) / credit             (2,343,976)                (925,879)

Profit for the year               5,868,101               2,392,430 

                    3,178                  250,425 

            5,871,278             2,642,854 

______________________________________________

The financial statements have been prepared on the basis of accounting policies applicable to a going concern.
This basis assumes that funds will be available to finance future operations and that the realization of assets and
settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business.                                                           

The Directors believe that the Bank has adequate financial resources to continue in operation for the foreseeable
future and accordingly the financial statements have been prepared on a going concern basis. The Directors have
satisfied themselves that the Bank is in a sound financial position and that it has access to sufficient borrowing
facilities to meet its foreseeable cash requirements. The Directors are not aware of any new material changes
that may adversely impact the Bank. The Directors are also not aware of any material non-compliance with
statutory or regulatory requirements or of any pending changes to legislation which may affect the Bank.

The Financial Statements have been authorized for issue by the Board of Directors on September 29, 2025. No
authority was given to any one to amend the financial statements after the date of issue.

Date of authorization for issue of financial statements

September 29, 2025
Chairperson of Board of Directors 

Signed on behalf of the Board of Directors By:

Acknowledgements

Thanks and appreciation are extended to all of our shareholders, staffs and customers for their continued support 
of the Bank.

The Financial Statement set out on pages41to 130 which have been prepared on the going concern basis, were
approved by the Board of Directors.

Other comprehensive income net of taxes

Total comprehensive income for the year

Events after the reporting period

Going Concern

The Directors are not aware of any material event which occurred after the reporting date and up to the date of
this report.
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FOR THE PERIOD ENDED 30 JUNE 2026

                                                            

30 June 2025 30 June 2024
ETB'000 ETB'000

Interest income               7,024,867               5,352,881 

Profit before tax               8,212,077               3,318,310 
Tax (charge) / credit             (2,343,976)                (925,879)

Profit for the year               5,868,101               2,392,430 

                    3,178                  250,425 

            5,871,278             2,642,854 

______________________________________________

September 29, 2026
Chairperson of Board of Directors 

Results and dividends

The Bank's results for the year ended June 30, 2025 are set out on page 9. The profit for the year has been
transferred to retained earnings. The summarized results are presented below.

Other comprehensive income net of taxes

Total comprehensive income for the year

Events after the reporting period

The Directors are not aware of any material event which occurred after the reporting date and up to the date of
this report.

Going Concern 
  
The financial statements have been prepared on the basis of accounting policies applicable to a going 
concern. This basis assumes that funds will be available to finance future operations and that the 
realisation of assets and settlement of liabilities, contingent obligations and commitments will occur in 
the ordinary course of business.      
                                                         
The Directors believe that the Bank has adequate financial resources to continue in operation for the 
foreseeable future and accordingly the financial statements have been prepared on a going concern 
basis. The Directors have satisfied themselves that the Bank is in a sound financial position and that it 
has access to sufficient borrowing facilities to meet its foreseeable cash requirements. The Directors 
are not aware of any new material changes that may adversely impact the Bank. The Directors are also 
not aware of any material non-compliance with statutory or regulatory requirements or of any pending 
changes to legislation which may affect the Bank.
   
Date of authorisation for issue of financial statements   
The Financial Statements have been authorised for issue by the Board of Directors on September 30, 
2026. No authority was given to any one to amend the financial statements after the date of issue.  
 
   
Acknowledgements   
   
Thanks and appreciation are extended to all of our shareholders, staffs and customers for their 
continued support of the Bank.   
   
The Financial Statement set out on pages 42 to 129, which have been prepared on the going concern 
basis, were approved by the Board of Directors.   
   
Signed on behalf of the Board of Directors By:   

Chairperson of Board of Directors
September 30, 2026
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OF DIRECTORS’ RESPONSIBILITIES AND 
APPROVAL

The Commercial Code of Ethiopia require the 
Directors to prepare the financial statements 
that represent the state of affairs of the Bank at 
the end of the financial year and the operating 
results of the Bank for that year.

The Directors are responsible for the preparation 
and fair presentation of these financial 
statements that give a true and fair view of the 
statement of financial position of the Bank at 
the reporting date and its profits or loss and 
other comprehensive income in accordance with 
International Financial Reporting Standards and 
the manner required by the Commercial Code 
of Ethiopia and for such internal control as 
Directors determine is necessary to enable the 
preparation of financial statements that are free 
from material misstatement, whether due to 
fraud or error. The responsibilities include;

  gniniatniam  dna  gnitnemelpmi  ,gningised      )a
  enimreted  yeht  sa  lortnoc  lanretni  hcus

necessary  to  enable  the presentation of 
financial statements that are free from material 
misstatement, whether due to error or fraud;

b) selecting suitable accounting policies 
supported by reasonable and prudent judgments 
and estimates, that are consistently applied; and

c)  keeping proper accounting records that 
disclose, with reasonable accuracy, the financial 
position of the Bank.

The Directors accept responsibility for the annual 
financial statements, which have been prepared 
using appropriate accounting policies supported 
by reasonable and prudent judgements and 
estimates, in conformity with International 
Financial Reporting Standards, Banking Business 

Proclamation, Commercial code of Ethiopia and 
the relevant directives issued by the National 
Bank of Ethiopia.

The Directors are the opinion that the financial 
statements give a true and fair view of the state 
of the financial affairs of the Bank and of its 
profit or loss and other comprehensive income.

Nothing has come to the attention of the 
Directors to indicate that the Bank will not 
remain a going concern for at least twelve 
months from the date of this statement.

The external auditors are responsible for 
independently auditing and reporting on the 
Bank’s financial statements. The financial 
statements have been examined by the Bank’s 
external auditors and their report is presented 
on page 37 to 40

The financial statements and the notes on pages 
41 to 130 were approved and authorized for 
issue by the Board of Directors on September 
16, 2025 and were signed on its behalf by:

Signed on behalf of the Board of Directors By:

Chairperson -                    Dereje Zebene
Board of Directors               Chief Executive
                                           Officer
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OF DIRECTORS’ RESPONSIBILITIES AND 
APPROVAL

     
The Commercial Code of Ethiopia require the 
Directors to prepare the financial statements 
that represent the state of affairs of the Bank at 
the end of the financial year and the operating 
results of the Bank for that year.    
     
The Directors accept responsibility for the annual 
financial statements, which have been prepared 
using appropriate accounting policies supported 
by reasonable and prudent judgements and 
estimates, in conformity with International 
Financial Reporting Standards, Banking Business 
Proclamation, Commercial code of Ethiopia and 
the relevant directives issued by the National 
Bank of Ethiopia.     
     
The Directors are responsible for the preparation 
and fair presentation of these financial 
statements that give a true and fair view of the 
statement of financial position of the Bank at 
the reporting date and its profits or loss and 
other comprehensive income in accordance 
with International Financial Reporting Standards 
and the manner required by the Commercial 
Code of Ethiopia and for such internal control 
as Directors determine is necessary to enable 
the preparation of financial statements that are 
free from material misstatement, whether due 
to fraud or error. The responsibilities include;                                                                                                                                         
       
a) designing, implementing and maintaining 

such internal control as they determine 
necessary to enable the presentation of 
financial statements that are free from 
material misstatement, whether due to 
error or fraud;    

     
b) selecting suitable accounting policies 

supported by reasonable and prudent 
judgments and estimates, that are 
consistently applied; and   
 

     

c) keeping proper accounting records that 
disclose, with reasonable accuracy, the 
financial position of the Bank.   
    

The Directors acknowledge that the independent 
audit of the financial statements does not relieve 
them of their responsibilities.    
     
Nothing has come to the attention of the 
Directors to indicate that the Bank will not 
remain a going concern for at least twelve 
months from the date of this statement.  
   
The external auditors are responsible for 
independently auditing and reporting on the 
Bank’s financial statements. The financial 
statements have been examined by the Bank’s 
external auditors and their report is presented 
on page 38 to 41.    
     
The financial statements and the notes on pages 
42 to 129 were approved and authorised for 
issue by the Board of Directors on September 
30, 2026 and were signed on its behalf by:  
   
Signed on behalf of the Board of Directors By:  
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prepared. Existing circumstances and assumptions about future developments, however, may 
change due to market changes or circumstances beyond the control of the Bank. Such changes 
are reflected in the assumptions when they occur.       

(a) Impairment losses on loans and advances 

The Bank reviews its loan portfolios to assess impairment on an ongoing basis. Where impairment 
has been identified, an allowance for impairment is recorded. The allowance is based on the 
ECLs associated with the probability of default in the next twelve months unless there has been a 
significant increase in credit risk since origination in which case loan allowance is measured at an 
amount equal to lifetime ECL.        
If the financial asset meets the definition of Purchased or Originated Credit Impaired (POCL), the 
allowance is based on the change in the ECLs over the life of the asset. The Bank generally considers 
a debt security to have low credit risk when their credit risk rating is equivalent to the globally 
understood definition of ‘investment grade’. Loss allowances on such low credit risk instrument 
are recognized at the equivalent of 12-month ECL.  
      
The measurement of the expected credit loss allowance for financial assets measured at amortized 
cost and FVTOCI is an area that requires the use of complex models and significant assumptions 
about future economic conditions and credit behavior (e.g. the likelihood of customers defaulting 
and the resulting losses). A number of significant judgements are also required in applying 
the accounting requirements for measuring ECL, such as the expected life of the instrument, 
determination of significant increase in credit risk, selection of appropriate macro-economic 
variables and other forward–looking information, etc.       
 
Determining criteria for significant increase in credit risk and choosing appropriate models and 
assumptions for the measurement of ECL requires forward-looking information. In assessing SICR, 
the Bank has performed historical analysis and identified the key economic variables impacting credit 
risk and expected credit losses for each portfolio. These economic variables and their associated 
impact on the Probability of Default (PD), Exposure at Default (EAD) and Loss Given Default (LGD) 
vary by financial instrument. Expert judgment has been applied in this process.   
    
The use of historical loss experience is supplemented with significant Director’s judgment to assess 
whether current economic and credit conditions are such that the actual level of inherent losses 
is likely to differ from that suggested by historical experience. In normal circumstances, historical 
experience provides objective and relevant information from which to assess inherent loss within 
each portfolio. In other circumstances, historical loss experience provides less relevant information 
about the inherent loss in a given portfolio at the balance sheet date, for example, where there 
have been changes in economic conditions such that the most recent trends in risk factors are 
not fully reflected in the historical information. In these circumstances, such risk factors taken 
into account when calculating the appropriate levels of impairment allowances, by adjusting the 
impairment loss derived solely from historical loss experience.      
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INDEPENDENT AUDITORS’ REPORT

Statements Opinion

We have audited the financial statements of 
Zemen Bank Share Company (the Bank) set 
out on pages 41 to 130, which comprise the 
statement of financial position as at June 30, 
2025, statement of profit or loss and other 
comprehensive income, statement of changes 
in equity and statement of cash flows for the 
year then ended, and notes to the financial 
statements, including a summary of significant 
accounting policies.

In our opinion, the financial statements present 
fairly, in all material respects, the financial 
position of Zemen Bank Share Company as at 
June 30, 2025, and its financial performance and 
cash flows for the year then ended in accordance 
with International Financial Reporting Standards 
and the requirements of the provisions of the 
Commercial Code of Ethiopia.

Basis for Opinion

We conducted our audit in accordance with 
International Standards on Auditing. Our 
responsibilities under those standards are further 
described in the Auditors’ Responsibilities for 
the Audit of the Financial Statements section 
of our report. We are independent of the Bank 
in accordance with the International Ethics 
Standards Board for Accountants’ International 
Code of Ethics for Professional Accountants 
(including International Independence 
Standards) (Parts 1, 3 and 4A) (IESBA Code) and 
other independence requirements applicable 
to performing audits of financial statements 
in Ethiopia. We have fulfilled our other ethical 
responsibilities in accordance with the IESBA 
Code and in accordance with other  ethical 
requirements applicable to performing audits in 
Ethiopia. We believe that the audit evidence we 
have obtained is sufficient and appropriate to 
provide a basis for our opinion.

Key Audit Matters

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

Estimation of Expected credit losses on 
loans and advances

Loans and advances to customers compromise 
a significant portion of the Bank’s total assets. 
The estimation of Expected Credit Losses (ECL) 
on loans and advances requires management 
judgement in the assumptions that are applied 
in the models used to calculate ECL.

The policies for estimating ECL are explained 
in notes 1.7 c (i) and 4.3.5 of the financial 
statements.

Due to the significant impact of management 
judgements applied in calculating the ECL, we 
designate this as a key audit matter in our audit.

The key areas where significant judgement has 
been exercised and therefore, an increased level 
of audit focus applied, include:

• The assumptions applied in deriving the 
probabilities of default (PD), loss given 
default (LGD) and exposures at default 
(EAD) for the various segments.

• The judgements made to determine the 
staging of facilities in line with IFRS 9. 
In particular, the identification of the 
Significant Increase in Credit Risk (“SICR”) 
and Default requires consideration of 
quantitative and qualitative criteria. This is 
a key area of judgement as this determines 
whether a 12-month or lifetime PD is used. 

In accordance with the responsibilities and mandate set forth in the Shari’ah Advisory Board (SAB) 
Charter, the Shari’ah Advisory Board of Zemen Bank is pleased to present its Annual Shari’ah Compliance 
Report for the financial year ended June 30, 2026.       
        
During the reporting period, the SAB discharged its advisory and oversight responsibilities through 
regular and extraordinary meetings aimed at ensuring that the Bank’s Interest-Free Banking (IFB) 
operations were conducted in accordance with the principles and rules of Shari’ah. The Board reviewed 
and assessed the Bank’s IFB governance framework, deposit and financing contracts, operational forms 
and formats, product structures, policies, and procedures to ensure their compliance with Shari’ah 
requirements. Particular attention was given to maintaining the proper segregation of IFB operations 
from conventional banking activities and ensuring that all newly introduced IFB products and services 
were appropriately structured and implemented in line with Shari’ah principles.    
           
Following a comprehensive review of the Bank’s preparedness for the launch of IFB services, the SAB 
advised that the official inauguration and commencement of the Bank’s IFB operations in June 25, 
2026 were consistent with Shari’ah principles. The guidance, resolutions, and Fatwas issued by the SAB 
throughout the implementation process continue to serve as the governing Shari’ah framework for the 
Bank’s IFB operations.        
       
In addition to its advisory role, the SAB facilitated knowledge-sharing and awareness sessions for 
the IFB Department to strengthen the understanding and application of Shari’ah principles in the 
development and delivery of Interest-Free Banking products and services. 
        
The SAB emphasizes that the primary responsibility for ensuring continuous compliance of the Bank’s 
IFB operations with Shari’ah principles rests with the Board of Directors and Management. This includes 
adherence to the Fatwas and resolutions issued by the SAB, the directives of the National Bank of 
Ethiopia, and the Bank’s approved IFB policies, procedures, and operational guidelines. The role of the 
SAB is to provide independent Shari’ah advice, guidance, and oversight, and to express an objective 
opinion regarding the Bank’s compliance with Shari’ah rules and principles.     
        
Based on the reviews undertaken and the information made available to the Board, it is the opinion 
of the Shari’ah Advisory Board that Zemen Bank has established the necessary governance framework, 
policies, operational procedures, contractual documentation, and product structures required for 
the commencement of its Interest-Free Banking business. Furthermore, the Bank has, in all material 
respects, conducted the commencement of its IFB operations during the financial year ended June 30, 
2026 in accordance with the principles and rules of Shari’ah.       
        
The Shari’ah Advisory Board extends its sincere appreciation to the Board of Directors, the Executive 
Management, the Senior Management, the IFB Department, and all Bank staff for their commitment, 
cooperation, and dedication in establishing the Bank’s Interest-Free Banking business. The SAB 
encourages the Bank to continue strengthening its Shari’ah governance framework, enhancing staff 
capacity, and maintaining the highest standards of Shari’ah compliance as the IFB business continues 
to grow.        
        

Ustaz Abrar Shifa        
Shari’ah Advisory Board (SAB) Chair Person 
        

SHARIA ADVISORY BOARD (SAB) REPORT

FOR THE YEAR ENDED JUNE 30,2026

FOR THE YEAR ENDED JUNE 30,2026
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Specific assumptions have been applied by 
management in determining the staging, 
PD and LGD for certain segments of the loan 
record.

• The relevance of forward-looking 
information used in the models.

• For certain individually assessed loans and 
advances, judgement is exercised in the 
consideration of quantitative and qualitative 
factors.

How our audit address the key audit 
matter

• We obtained the Bank’s methodology for 
determining ECL, including enhancements 
in the year, and evaluated this against the 
requirements of IFRS 9.

• We tested how the Bank extract loan status 
applied in classifying the loans balance into 
the three stages required by IFRS 9. For a 
sample of loans, we checked loan status 
applied in the model. In addition, we 
assessed the qualitative information applied 
by the Bank in determining the appropriate 
staging.

• We obtained an understanding of the 
basis used to determine the probabilities 
of default. We tested the completeness 
and accuracy of the historical data used in 
derivation of PDs and LGDs and recalculated 
the same on a sample basis.

• We reviewed the approach used to estimate 
LGD at each point during the life of the 
exposure including time to realization and 
the recovery rate calculations. In addition, 
for secured facilities, we agreed the 
collateral values used in the ECL model to 
internal valuer reports.

• We tested, on a sample basis, the 
reasonableness of EAD for both on and off-
balance sheet exposures.

• For forward-looking information, we 
assessed the appropriateness of the 
model, including assumptions applied; 
we corroborated the data using publicly 

  eht  dessessa  dna ;noitamrofni elbaliava
reasonableness  of  the  weightings applied 
to different scenarios to reflect the impact 
of current developments.

• We assessed whether the disclosure in the 
financial statements on the key judgements 
and assumptions were adequate.

Reliance on Information & Communi-
cations Technology (ICT) systems and 
applications for financial control and 
reporting

The Bank’s financial control, accounting and 
reporting processes are heavily dependent on 
complex information and communications 
technology systems and applications. 
Specifically, the calculation, recording, and 
financial reporting of financial transactions 
and balances are significantly dependent on 
automated processes.

Weaknesses in the design and operating 
effectiveness of the automated accounting 
procedures and related IT dependent manual 
controls could result in material errors in the 
financial information, which makes this an area 
of focus.

  dna noitamrofni no  sucof tidua ruO
communications technology systems and 
applications and controls over financial 
reporting included the following areas:

• management of logical access to critical 
systems including privileged access.

• controls over changes of programs.

• automated application controls for 
transaction processing, accounting, and 
financial reporting.
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INDEPENDENT AUDITORS’ REPORT

Opinion

We have audited the financial statements of 
Zemen Bank Share Company (the Bank), which 
comprise the statement of financial position as 
at June 30, 2026, statement of profit or loss 
and other comprehensive income, statement of 
changes in equity and statement of cash flows 
for the year then ended, and notes to the 
financial statements, including a summary of 
significant accounting policies.

In our opinion, the financial statements present 
fairly, in all material respects, the financial 
position of Zemen Bank Share Company as at 
June 30, 2026, and its financial performance 
and cash flows for the year then ended in 
accordance with International Financial 
Reporting Standards and the requirements of 
the provisions of the Commercial Code of 
Ethiopia.      
  
Basis for Opinion    

We conducted our audit in accordance with 
International Standards on Auditing. Our 
responsibilities under those standards are 
further described in the Auditors' 
Responsibilities for the Audit of the Financial 
Statements section of our report. We are 
independent of the Bank in accordance with the 
International Ethics Standards Board for 
Accountants’ International Code of Ethics for 
Professional Accountants (including 
International Independence Standards) (Parts 1, 
3 and 4A) (IESBA Code) and other 
independence requirements applicable to 
performing audits of financial statements in 
Ethiopia. We have fulfilled our other ethical 
responsibilities in accordance with the IESBA 
Code and in accordance with other ethical 
requirements applicable to performing audits in 
Ethiopia. We believe that the audit evidence we 
have obtained is sufficient and appropriate to 
provide a basis for our opinion.   
       

Key Audit Matters     
   
Key audit matters are those matters that, in our 
professional judgement, were of most 
significance in our audit of the financial 
statements of the current period. These matters 
were addressed in the context of our audit of 
the financial statements as a whole, and in 
forming our opinion thereon, and we do not 
provide a separate opinion on these matters.  
      
Estimation of Expected credit losses 
on loans and advances    
    
Loans and advances to customers compromise a 
significant portion of the Bank’s total assets. 
The estimation of Expected Credit Losses (ECL) 
on loans and advances requires management 
judgement in the assumptions that are applied 
in the models used to calculate ECL.   
     
The policies for estimating ECL are explained in 
notes 1.7 c (i) and 4.3.5 of the financial 
statements.    
 
Due to the significant impact of management 
judgements applied in calculating the ECL, we 
designate this as a key audit matter in our audit. 

The key areas where significant judgement has 
been exercised and therefore, an increased level 
of audit focus applied, include:   
      
• The assumptions applied in deriving the 

probabilities of default (PD), loss given 
default (LGD) and exposures at default 
(EAD) for the various segments.   

• The judgements made to determine the 
staging of facilities in line with IFRS 9. In 
particular, the identification of the 
Significant Increase in Credit Risk (“SICR”) 
and Default requires consideration of 
quantitative and qualitative criteria. This is a 
key area of judgement as this determines 
whether a 12-month or lifetime PD is used. 

Specific assumptions have been applied by 
management in determining the staging, PD 
and LGD for certain segments of the loan 
record.      
    

• The relevance of forward-looking information 
used in the models.    
   

• For certain individually assessed loans and 
advances, judgement is exercised in the 
consideration of quantitative and qualitative 
factors.      

How our audit address the key audit 
matter
   
• We obtained the Bank’s methodology for 

determining ECL, including enhancements in 
the year, and evaluated this against the 
requirements of IFRS 9.    
   

• We tested how the Bank extract loan status 
applied in classifying the loans balance into the 
three stages required by IFRS 9. For a sample of 
loans, we checked loan status applied in the 
model. In addition, we assessed the qualitative 
information applied by the Bank in 
determining the appropriate staging.  
     

• We obtained an understanding of the basis 
used to determine the probabilities of default. 
We tested the completeness and accuracy of 
the historical data used in derivation of PDs 
and LGDs and recalculated the same on a 
sample basis.     
  

• We reviewed the approach used to estimate 
LGD at each point during the life of the 
exposure including time to realization and the 
recovery rate calculations. In addition, for 
secured facilities, we agreed the collateral 
values used in the ECL model to internal valuer 
reports.

  
• We tested, on a sample basis, the 

reasonableness of EAD for both on and 
off-balance sheet exposures.   
    

• For forward-looking information, we assessed 
the appropriateness of the model, including 

assumptions applied; we corroborated the 
data using publicly available information; 
and assessed the reasonableness of the 
weightings applied to different scenarios to 
reflect the impact of current developments. 
       
 

• We assessed whether the disclosure in the 
financial statements on the key judgements 
and assumptions were adequate.   
    

Reliance on Information & Communi-
cations Technology (ICT) systems and 
applications for financial control and 
reporting      
  
The Bank’s financial control, accounting and 
reporting processes are heavily dependent on 
complex information and communications 
technology systems and applications. 
Specifically, the calculation, recording, and 
financial reporting of financial transactions and 
balances are significantly dependent on 
automated processes.     

Weaknesses in the design and operating 
effectiveness of the automated accounting 
procedures and related IT dependent manual 
controls could result in material errors in the 
financial information, which makes this an area 
of focus.      
 
Our audit focus on information and 
communications technology systems and 
applications and controls over financial 
reporting included the following areas:  
      
• management of logical access to critical 

systems including privileged access.   
     

• controls over changes of programs.  
     

• automated application controls for 
transaction processing, accounting, and 
financial reporting.     
    

How our audit address the key audit 
matter  
•  Evaluated and tested both the design and 

operational effectiveness of controls 

ensuring the integrity of IT systems and 
applications that are pertinent to financial 
accounting and reporting.    
   

• We also examined specific aspects of IT system 
security, including the management of logical 
access and the segregation of duties.  
     

• When we identified deficiencies in either the 
design or operational effectiveness of controls, 
we adjusted our audit approach. This involved 
testing compensating controls or intensifying 
our detailed testing. These additional measures 
helped address the deficiencies or provided 
greater assurance for the audit.   
    

•  We verified any manual adjustments made to 
information produced by IT systems and 
applications, evaluating their appropriateness. 
Additionally, we rechecked automated controls 
and calculations performed by core banking 
systems and other major applications to 
confirm that they function correctly and as 
intended.      
 

Other Information     
 
The other information comprises the information 
included in the Annual Report for the year ended 
June 30, 2026, which includes the Directors' 
Report as required by the provisions of the 
Commercial Code of Ethiopia. The other 
information does not include the financial 
statements and our auditors' report thereon. Our 
opinion on the financial statements does not cover 
the other information and we do not express an 
audit opinion or any form of assurance conclusion 
thereon.      

In connection with our audit of the financial 
statements, our responsibility is to read the other 
information and, in doing so, consider whether the 
other information is materially inconsistent with 
the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be 
materially misstated. If, based on the work we have 
performed, we conclude that there is a material 
misstatement of this other information, we are 
required to report that fact. We have nothing to 
report in this regard.    

Responsibilities of the Directors' for 
the Financial Statements    
    
The Directors are responsible for the 
preparation and fair presentation of the 
financial statements in accordance with 
International Financial Reporting Standards and 
the requirements of the Commercial Code of 
Ethiopia, and for such internal control as the 
Directors determine is necessary to enable the 
preparation of financial statements that are free 
from material misstatement, whether due to 
fraud or error.      
 
In preparing the financial statements, the 
Directors are responsible for assessing the 
Bank’s ability to continue as a going concern, 
disclosing, as applicable, matters related to 
going concern and using the going concern 
basis of accounting unless the Directors either 
intend to liquidate the Bank or to cease 
operations, or have no realistic alternative but 
to do so.      

Auditors' Responsibilities for the Audit 
of the Financial Statements   
  
Our objectives are to obtain reasonable 
assurance about whether the financial 
statements as a whole are free from material 
misstatement, whether due to fraud or error, 
and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit 
conducted in accordance with International 
Standards on Auditing will always detect a 
material misstatement when it exists. 
Misstatements can arise from fraud or error and 
are considered material if, individually or in the 
aggregate, they could reasonably be expected 
to influence the economic decisions of users 
taken on the basis of these financial statements. 

As part of an audit in accordance with 
International Standards on Auditing, we 
exercise professional judgement and maintain 
professional scepticism throughout the audit. 
We also:

• Identify and assess the risks of material 
misstatement of the financial statements, 
whether due to fraud or error, design and 
perform audit procedures responsive to 

those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for 
our opinion. 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, intentional omissions, 
misrepresentations, or the override of internal 
control.      

• Obtain an understanding of internal control 
relevant to the audit 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 Bank’s internal control.   

• Evaluate the appropriateness of accounting 
policies used and the reasonableness of 
accounting estimates and related disclosures 
made by the Directors.    

• Conclude on the appropriateness of the 
Directors' use of the going concern basis of 
accounting and based on the audit evidence 
obtained, whether a material uncertainty exists 
related to events or conditions that may cast 
significant doubt on the Bank’s ability to 
continue as a going concern. If we conclude 
that a material uncertainty exists, we are 
required to draw attention in our auditor's 
report to the related disclosures in the financial 
statements or, if 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 Bank to cease to continue as a going 
concern. 

    
• Evaluate the overall presentation, structure and 

content of the financial statements, including 
the disclosures, and whether the financial 
statements represent the underlying 
transactions and events in a manner that 
achieves fair presentation.    
   

We communicate with the Directors regarding, 
among other matters, the planned scope and 
timing of the audit and significant audit findings, 
including any significant deficiencies in internal 
control that we identify during our audit.  

Report on Other Legal and Regulatory 
Requirements      

As required by the Commercial Code of Ethiopia 
and based on our audit, we report as follows:
      
(i) Pursuant to Article 349 (1) of the Commercial 
Code of Ethiopia and based on our reviews of 
the Board of Directors’ report, we have not 
noted any matter that we may wish to bring to 
your attention.      
 
(ii) Pursuant to Article 349 (2) of the 
Commercial Code of Ethiopia we recommend 
the financial statements for approval.   
 
The engagement partner on the audit resulting 
in this independent auditors' report is Tekeste 
Gebru.       
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How our audit address the key audit 
matter

• Evaluated and tested both the design 
and operational effectiveness of controls 
ensuring the integrity of IT systems and 
applications that are pertinent to financial 
accounting and reporting.

• We also  examined specific aspects  of IT 
system security, including the management 
of logical access  and the segregation of 
duties.

• When we identified deficiencies in either 
the design or operational effectiveness of 
controls, we adjusted our audit approach. 
This involved testing compensating controls 
or intensifying our detailed testing. These 
additional measures helped address the 
deficiencies or provided greater assurance 
for the audit.

• We verified any manual adjustments 
made to information produced by IT 
systems and applications, evaluating their 
appropriateness. Additionally, we rechecked 
automated controls and calculations 
performed by core banking systems and 
other major applications to confirm that 
they function correctly and as intended.

Other Information

The other information comprises the information 
included in the Annual Report for the year 
ended June 30, 2025, which includes the 
Directors’ Report as required by the provisions 
of the Commercial Code of Ethiopia. The other 
information does not include the financial 
statements and our auditors’ report thereon. 
Our opinion on the financial statements does 
not cover the other information and we do 
not express an audit opinion or any form of 
assurance conclusion thereon.

In connection with our audit of the financial 
statements, our responsibility is to read the 
other information and, in doing so, consider 
whether the other information is materially 
inconsistent with the financial statements or our 

knowledge obtained in the audit, or otherwise 
appears to be materially misstated. If, based on 
the work we have performed, we conclude that 
there is a material misstatement of this other 
information, we are required to report that fact. 
We have nothing to report in this regard.

Responsibilities of the Directors’ for 
the Financial Statements

The Directors are responsible for the preparation 
and fair presentation of the financial statements 
in accordance with International Financial 
Reporting Standards and the  requirements 

  rof dna ,aipoihtE fo  edoC laicremmoC  eht fo
such internal control as the Directors determine 
is necessary to enable the preparation of 
financial statements that are free from material 
misstatement, whether due to fraud or error.

In preparing the financial statements, the 
Directors are responsible for assessing the 
Bank’s ability to continue as a going concern, 
disclosing, as applicable, matters related to 
going concern and using the going concern basis 
of accounting unless the Directors either intend 
to liquidate the Bank or to cease operations, or 
have no realistic alternative but to do so.

Auditors’ Responsibilities for the Audit 
of the Financial Statements

Our objectives are to obtain reasonable 
assurance about whether the financial 
statements as a whole are free from material 
misstatement, whether due to fraud or error, 

  sedulcni  taht  troper s’rotidua na eussi ot dna
our  opinion. Reasonable assurance is a high 
level of assurance, but is not a guarantee 
that an audit conducted in accordance with 
International Standards on Auditing will always 
detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and 
are considered material if, individually or in the 
aggregate, they could reasonably be expected 
to influence the economic decisions of users 
taken on the basis of these financial statements.
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We have audited the financial statements of 
Zemen Bank Share Company (the Bank), which 
comprise the statement of financial position as 
at June 30, 2026, statement of profit or loss 
and other comprehensive income, statement of 
changes in equity and statement of cash flows 
for the year then ended, and notes to the 
financial statements, including a summary of 
significant accounting policies.

In our opinion, the financial statements present 
fairly, in all material respects, the financial 
position of Zemen Bank Share Company as at 
June 30, 2026, and its financial performance 
and cash flows for the year then ended in 
accordance with International Financial 
Reporting Standards and the requirements of 
the provisions of the Commercial Code of 
Ethiopia.      
  
Basis for Opinion    

We conducted our audit in accordance with 
International Standards on Auditing. Our 
responsibilities under those standards are 
further described in the Auditors' 
Responsibilities for the Audit of the Financial 
Statements section of our report. We are 
independent of the Bank in accordance with the 
International Ethics Standards Board for 
Accountants’ International Code of Ethics for 
Professional Accountants (including 
International Independence Standards) (Parts 1, 
3 and 4A) (IESBA Code) and other 
independence requirements applicable to 
performing audits of financial statements in 
Ethiopia. We have fulfilled our other ethical 
responsibilities in accordance with the IESBA 
Code and in accordance with other ethical 
requirements applicable to performing audits in 
Ethiopia. We believe that the audit evidence we 
have obtained is sufficient and appropriate to 
provide a basis for our opinion.   
       

Key Audit Matters     
   
Key audit matters are those matters that, in our 
professional judgement, were of most 
significance in our audit of the financial 
statements of the current period. These matters 
were addressed in the context of our audit of 
the financial statements as a whole, and in 
forming our opinion thereon, and we do not 
provide a separate opinion on these matters.  
      
Estimation of Expected credit losses 
on loans and advances    
    
Loans and advances to customers compromise a 
significant portion of the Bank’s total assets. 
The estimation of Expected Credit Losses (ECL) 
on loans and advances requires management 
judgement in the assumptions that are applied 
in the models used to calculate ECL.   
     
The policies for estimating ECL are explained in 
notes 1.7 c (i) and 4.3.5 of the financial 
statements.    
 
Due to the significant impact of management 
judgements applied in calculating the ECL, we 
designate this as a key audit matter in our audit. 

The key areas where significant judgement has 
been exercised and therefore, an increased level 
of audit focus applied, include:   
      
• The assumptions applied in deriving the 

probabilities of default (PD), loss given 
default (LGD) and exposures at default 
(EAD) for the various segments.   

• The judgements made to determine the 
staging of facilities in line with IFRS 9. In 
particular, the identification of the 
Significant Increase in Credit Risk (“SICR”) 
and Default requires consideration of 
quantitative and qualitative criteria. This is a 
key area of judgement as this determines 
whether a 12-month or lifetime PD is used. 

Specific assumptions have been applied by 
management in determining the staging, PD 
and LGD for certain segments of the loan 
record.      
    

• The relevance of forward-looking information 
used in the models.    
   

• For certain individually assessed loans and 
advances, judgement is exercised in the 
consideration of quantitative and qualitative 
factors.      

How our audit address the key audit 
matter
   
• We obtained the Bank’s methodology for 

determining ECL, including enhancements in 
the year, and evaluated this against the 
requirements of IFRS 9.    
   

• We tested how the Bank extract loan status 
applied in classifying the loans balance into the 
three stages required by IFRS 9. For a sample of 
loans, we checked loan status applied in the 
model. In addition, we assessed the qualitative 
information applied by the Bank in 
determining the appropriate staging.  
     

• We obtained an understanding of the basis 
used to determine the probabilities of default. 
We tested the completeness and accuracy of 
the historical data used in derivation of PDs 
and LGDs and recalculated the same on a 
sample basis.     
  

• We reviewed the approach used to estimate 
LGD at each point during the life of the 
exposure including time to realization and the 
recovery rate calculations. In addition, for 
secured facilities, we agreed the collateral 
values used in the ECL model to internal valuer 
reports.

  
• We tested, on a sample basis, the 

reasonableness of EAD for both on and 
off-balance sheet exposures.   
    

• For forward-looking information, we assessed 
the appropriateness of the model, including 

assumptions applied; we corroborated the 
data using publicly available information; 
and assessed the reasonableness of the 
weightings applied to different scenarios to 
reflect the impact of current developments. 
       
 

• We assessed whether the disclosure in the 
financial statements on the key judgements 
and assumptions were adequate.   
    

Reliance on Information & Communi-
cations Technology (ICT) systems and 
applications for financial control and 
reporting      
  
The Bank’s financial control, accounting and 
reporting processes are heavily dependent on 
complex information and communications 
technology systems and applications. 
Specifically, the calculation, recording, and 
financial reporting of financial transactions and 
balances are significantly dependent on 
automated processes.     

Weaknesses in the design and operating 
effectiveness of the automated accounting 
procedures and related IT dependent manual 
controls could result in material errors in the 
financial information, which makes this an area 
of focus.      
 
Our audit focus on information and 
communications technology systems and 
applications and controls over financial 
reporting included the following areas:  
      
• management of logical access to critical 

systems including privileged access.   
     

• controls over changes of programs.  
     

• automated application controls for 
transaction processing, accounting, and 
financial reporting.     
    

How our audit address the key audit 
matter  
•  Evaluated and tested both the design and 

operational effectiveness of controls 

ensuring the integrity of IT systems and 
applications that are pertinent to financial 
accounting and reporting.    
   

• We also examined specific aspects of IT system 
security, including the management of logical 
access and the segregation of duties.  
     

• When we identified deficiencies in either the 
design or operational effectiveness of controls, 
we adjusted our audit approach. This involved 
testing compensating controls or intensifying 
our detailed testing. These additional measures 
helped address the deficiencies or provided 
greater assurance for the audit.   
    

•  We verified any manual adjustments made to 
information produced by IT systems and 
applications, evaluating their appropriateness. 
Additionally, we rechecked automated controls 
and calculations performed by core banking 
systems and other major applications to 
confirm that they function correctly and as 
intended.      
 

Other Information     
 
The other information comprises the information 
included in the Annual Report for the year ended 
June 30, 2026, which includes the Directors' 
Report as required by the provisions of the 
Commercial Code of Ethiopia. The other 
information does not include the financial 
statements and our auditors' report thereon. Our 
opinion on the financial statements does not cover 
the other information and we do not express an 
audit opinion or any form of assurance conclusion 
thereon.      

In connection with our audit of the financial 
statements, our responsibility is to read the other 
information and, in doing so, consider whether the 
other information is materially inconsistent with 
the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be 
materially misstated. If, based on the work we have 
performed, we conclude that there is a material 
misstatement of this other information, we are 
required to report that fact. We have nothing to 
report in this regard.    

Responsibilities of the Directors' for 
the Financial Statements    
    
The Directors are responsible for the 
preparation and fair presentation of the 
financial statements in accordance with 
International Financial Reporting Standards and 
the requirements of the Commercial Code of 
Ethiopia, and for such internal control as the 
Directors determine is necessary to enable the 
preparation of financial statements that are free 
from material misstatement, whether due to 
fraud or error.      
 
In preparing the financial statements, the 
Directors are responsible for assessing the 
Bank’s ability to continue as a going concern, 
disclosing, as applicable, matters related to 
going concern and using the going concern 
basis of accounting unless the Directors either 
intend to liquidate the Bank or to cease 
operations, or have no realistic alternative but 
to do so.      

Auditors' Responsibilities for the Audit 
of the Financial Statements   
  
Our objectives are to obtain reasonable 
assurance about whether the financial 
statements as a whole are free from material 
misstatement, whether due to fraud or error, 
and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit 
conducted in accordance with International 
Standards on Auditing will always detect a 
material misstatement when it exists. 
Misstatements can arise from fraud or error and 
are considered material if, individually or in the 
aggregate, they could reasonably be expected 
to influence the economic decisions of users 
taken on the basis of these financial statements. 

As part of an audit in accordance with 
International Standards on Auditing, we 
exercise professional judgement and maintain 
professional scepticism throughout the audit. 
We also:

• Identify and assess the risks of material 
misstatement of the financial statements, 
whether due to fraud or error, design and 
perform audit procedures responsive to 

those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for 
our opinion. 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, intentional omissions, 
misrepresentations, or the override of internal 
control.      

• Obtain an understanding of internal control 
relevant to the audit 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 Bank’s internal control.   

• Evaluate the appropriateness of accounting 
policies used and the reasonableness of 
accounting estimates and related disclosures 
made by the Directors.    

• Conclude on the appropriateness of the 
Directors' use of the going concern basis of 
accounting and based on the audit evidence 
obtained, whether a material uncertainty exists 
related to events or conditions that may cast 
significant doubt on the Bank’s ability to 
continue as a going concern. If we conclude 
that a material uncertainty exists, we are 
required to draw attention in our auditor's 
report to the related disclosures in the financial 
statements or, if 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 Bank to cease to continue as a going 
concern. 

    
• Evaluate the overall presentation, structure and 

content of the financial statements, including 
the disclosures, and whether the financial 
statements represent the underlying 
transactions and events in a manner that 
achieves fair presentation.    
   

We communicate with the Directors regarding, 
among other matters, the planned scope and 
timing of the audit and significant audit findings, 
including any significant deficiencies in internal 
control that we identify during our audit.  

Report on Other Legal and Regulatory 
Requirements      

As required by the Commercial Code of Ethiopia 
and based on our audit, we report as follows:
      
(i) Pursuant to Article 349 (1) of the Commercial 
Code of Ethiopia and based on our reviews of 
the Board of Directors’ report, we have not 
noted any matter that we may wish to bring to 
your attention.      
 
(ii) Pursuant to Article 349 (2) of the 
Commercial Code of Ethiopia we recommend 
the financial statements for approval.   
 
The engagement partner on the audit resulting 
in this independent auditors' report is Tekeste 
Gebru.       
 
 
       
 

Opinion      
  
We have audited the financial statements of 
Zemen Bank Share Company (the Bank) set 
out on pages  42 to 129, which comprise 
the statement of financial position as at June 
30, 2026, statement of profit or loss and 
other comprehensive income, statement of 
changes in equity and statement of cash 
flows for the year then ended, and notes 
to the financial statements, including a 
summary of significant accounting policies. 
 
In our opinion, the financial statements present 
fairly, in all material respects, the financial 
position of Zemen Bank Share Company as at 
June 30, 2026, and its financial performance and 
cash flows for the year then ended in accordance 
with International Financial Reporting Standards 
and the requirements of the provisions of the 
Commercial Code of Ethiopia.    
    
Basis for Opinion     
 
We conducted our audit in accordance with 
International Standards on Auditing. Our 
responsibilities under those standards are further 
described in the Auditors’ Responsibilities for 
the Audit of the Financial Statements section 
of our report. We are independent of the Bank 
in accordance with the International Ethics 
Standards Board for Accountants’ International 
Code of Ethics for Professional Accountants 
(including International Independence 
Standards) (Parts 1, 3 and 4A) (IESBA Code) and 
other independence requirements applicable 
to performing audits of financial statements 
in Ethiopia. We have fulfilled our other ethical 
responsibilities in accordance with the IESBA 
Code and in accordance with other ethical 
requirements applicable to performing audits in 
Ethiopia. We believe that the audit evidence we 
have obtained is sufficient and appropriate to 
provide a basis for our opinion.  
 
Key Audit Matters    
 
Key audit matters are those matters that, in 
our professional judgement, were of most 

significance in our audit of the financial 
statements of the current period. These matters 
were addressed in the context of our audit of 
the financial statements as a whole, and in 
forming our opinion thereon, and we do not 
provide a separate opinion on these matters.  
 
Estimation of Expected credit losses on 
loans and advances    
    
Loans and advances to customers compromise 
a significant portion of the Bank’s total assets. 
The estimation of Expected Credit Losses (ECL) 
on loans and advances requires management 
judgement in the assumptions that are applied 
in the models used to calculate ECL.   
     
The policies for estimating ECL are explained 
in notes 1.7 c (i) and 4.3.5 of the financial 
statements.      
  
Due to the significant impact of management 
judgements applied in calculating the ECL, 
we designate this as a key audit matter in our 
audit.       
 
The key areas where significant judgement has 
been exercised and therefore, an increased level 
of audit focus applied, include:  
 
• The assumptions applied in deriving 

the probabilities of default (PD), loss 
given default (LGD) and exposures at 
default (EAD) for the various segments.  
     

• The judgements made to determine the 
staging of facilities in line with IFRS 9. 
In particular, the identification of the 
Significant Increase in Credit Risk (“SICR”) 
and Default requires consideration of 
quantitative and qualitative criteria. This is 
a key area of judgement as this determines 
whether a 12-month or lifetime PD is used. 
Specific assumptions have been applied by 
management in determining the staging, PD 
and LGD for certain segments of the loan 
record.

• The relevance of forward-looking 
information used in the models. 

• For certain individually assessed loans and 
advances, judgement is exercised in the 
consideration of quantitative and qualitative 
factors.     

How our audit address the key audit 
matter 

• We obtained the Bank’s methodology for 
determining ECL, including enhancements 
in the year, and evaluated this against the 
requirements of IFRS 9.    
   

•  We tested how the Bank extract loan status 
applied in classifying the loans balance into 
the three stages required by IFRS 9. For a 
sample of loans, we checked loan status 
applied in the model. In addition, we 
assessed the qualitative information applied 
by the Bank in determining the appropriate 
staging.      
 

• We obtained an understanding of the 
basis used to determine the probabilities 
of default. We tested the completeness 
and accuracy of the historical data used in 
derivation of PDs and LGDs and recalculated 
the same on a sample basis.   
    

•  We reviewed the approach used to estimate 
LGD at each point during the life of the 
exposure including time to realization and 
the recovery rate calculations. In addition, 
for secured facilities, we agreed the collateral 
values used in the ECL model to internal 
valuer reports.    

• We tested, on a sample basis, the 
reasonableness of EAD for both on and off-
balance sheet exposures.    
   

• For forward-looking information, we 
assessed the appropriateness of the 
model, including assumptions applied; 
we corroborated the data using publicly 
available information; and assessed the 
reasonableness of the weightings applied to 

different scenarios to reflect the impact of 
current developments.

• We assessed whether the disclosure in the 
financial statements on the key judgements 
and assumptions were adequate. 

Reliance on Information & 
Communications Technology (ICT) 
systems and applications for financial 
control and reporting    
    
The Bank’s financial control, accounting and 
reporting processes are heavily dependent on 
complex information and communications 
technology systems and applications. 
Specifically, the calculation, recording, and 
financial reporting of financial transactions 
and balances are significantly dependent on 
automated processes.    
 
Weaknesses in the design and operating 
effectiveness of the automated accounting 
procedures and related IT dependent manual 
controls could result in material errors in the 
financial information, which makes this an area 
of focus.     
 
Our audit focus on information and 
communications technology systems and 
applications and controls over financial reporting 
included the following areas:   
 
• management of logical access to critical 

systems including privileged access.   
     

• controls over changes of programs.  
     

• automated application controls for 
transaction processing, accounting, and 
financial reporting.    
 

How our audit address the key audit 
matter      
  
• Evaluated and tested both the design 

and operational effectiveness of controls 
ensuring the integrity of IT systems and 
applications that are pertinent to financial 
accounting and reporting.    
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As part of an audit in accordance with 
International Standards on Auditing, we 
exercise professional judgement and maintain 
professional skepticism throughout the audit. 
We also:

• Identify and assess the risks of material 
misstatement of the financial statements, 
whether due to fraud or error, design and 
perform audit procedures responsive to 
those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis 
for our opinion. 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, 
intentional omissions, misrepresentations, 
or the override of internal control.

• Obtain an understanding of internal control 
relevant to the audit 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 Bank’s internal control.

• Evaluate the appropriateness of accounting 
policies used and the reasonableness of 
accounting estimates and related disclosures 
made by the Directors.

• Conclude on the appropriateness of the 
Directors’ use of the going concern basis of 
accounting and based on the audit evidence 
obtained, whether a material uncertainty 

  taht  snoitidnoc  ro stneve ot detaler stsixe
may  cast significant doubt on the Bank’s 
ability to continue as a going concern. If we 
conclude that a material uncertainty exists, 
we are required to draw attention in our 
auditor’s report to the related disclosures 
in the financial statements or, if 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 Bank to cease 
to continue as a going concern.

• Evaluate the overall presentation, structure 
and content of the financial statements, 
including the disclosures, and whether 
the financial statements represent the 
underlying transactions and events in a 
manner that achieves fair presentation.

We communicate with the Directors regarding, 
among other matters, the planned scope 
and timing of the audit and significant audit 
findings, including any significant deficiencies 
in internal control that we identify during our 
audit.

Report on Other Legal and Regulatory 
Requirements

As required by the Commercial Code of Ethiopia 
and based on our audit, we report as follows:

(i) Pursuant to Article 349 (1) of the Commercial 
Code of Ethiopia and based on our reviews of 
the Board of Directors’ report, we have not 
noted any matter that we may wish to bring to 
your attention.

(ii) Pursuant to Article 349 (2) of the Commercial 
Code of Ethiopia we recommend the financial 
statements for approval. 

The engagement partner on the audit resulting 
in this independent auditors’ report is Tekeste 
Gebru.

Tekeste Gebru Managing Partner

HST Audit Limited Liability Partnership 
(LLP), Chartered Certified Accountants and 

Authorized Auditors (Auditors’ of Zemen Bank 
Share Company)

Addis Ababa, Ethiopia September 29, 2025
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We have audited the financial statements of 
Zemen Bank Share Company (the Bank), which 
comprise the statement of financial position as 
at June 30, 2026, statement of profit or loss 
and other comprehensive income, statement of 
changes in equity and statement of cash flows 
for the year then ended, and notes to the 
financial statements, including a summary of 
significant accounting policies.

In our opinion, the financial statements present 
fairly, in all material respects, the financial 
position of Zemen Bank Share Company as at 
June 30, 2026, and its financial performance 
and cash flows for the year then ended in 
accordance with International Financial 
Reporting Standards and the requirements of 
the provisions of the Commercial Code of 
Ethiopia.      
  
Basis for Opinion    

We conducted our audit in accordance with 
International Standards on Auditing. Our 
responsibilities under those standards are 
further described in the Auditors' 
Responsibilities for the Audit of the Financial 
Statements section of our report. We are 
independent of the Bank in accordance with the 
International Ethics Standards Board for 
Accountants’ International Code of Ethics for 
Professional Accountants (including 
International Independence Standards) (Parts 1, 
3 and 4A) (IESBA Code) and other 
independence requirements applicable to 
performing audits of financial statements in 
Ethiopia. We have fulfilled our other ethical 
responsibilities in accordance with the IESBA 
Code and in accordance with other ethical 
requirements applicable to performing audits in 
Ethiopia. We believe that the audit evidence we 
have obtained is sufficient and appropriate to 
provide a basis for our opinion.   
       

Key Audit Matters     
   
Key audit matters are those matters that, in our 
professional judgement, were of most 
significance in our audit of the financial 
statements of the current period. These matters 
were addressed in the context of our audit of 
the financial statements as a whole, and in 
forming our opinion thereon, and we do not 
provide a separate opinion on these matters.  
      
Estimation of Expected credit losses 
on loans and advances    
    
Loans and advances to customers compromise a 
significant portion of the Bank’s total assets. 
The estimation of Expected Credit Losses (ECL) 
on loans and advances requires management 
judgement in the assumptions that are applied 
in the models used to calculate ECL.   
     
The policies for estimating ECL are explained in 
notes 1.7 c (i) and 4.3.5 of the financial 
statements.    
 
Due to the significant impact of management 
judgements applied in calculating the ECL, we 
designate this as a key audit matter in our audit. 

The key areas where significant judgement has 
been exercised and therefore, an increased level 
of audit focus applied, include:   
      
• The assumptions applied in deriving the 

probabilities of default (PD), loss given 
default (LGD) and exposures at default 
(EAD) for the various segments.   

• The judgements made to determine the 
staging of facilities in line with IFRS 9. In 
particular, the identification of the 
Significant Increase in Credit Risk (“SICR”) 
and Default requires consideration of 
quantitative and qualitative criteria. This is a 
key area of judgement as this determines 
whether a 12-month or lifetime PD is used. 

Specific assumptions have been applied by 
management in determining the staging, PD 
and LGD for certain segments of the loan 
record.      
    

• The relevance of forward-looking information 
used in the models.    
   

• For certain individually assessed loans and 
advances, judgement is exercised in the 
consideration of quantitative and qualitative 
factors.      

How our audit address the key audit 
matter
   
• We obtained the Bank’s methodology for 

determining ECL, including enhancements in 
the year, and evaluated this against the 
requirements of IFRS 9.    
   

• We tested how the Bank extract loan status 
applied in classifying the loans balance into the 
three stages required by IFRS 9. For a sample of 
loans, we checked loan status applied in the 
model. In addition, we assessed the qualitative 
information applied by the Bank in 
determining the appropriate staging.  
     

• We obtained an understanding of the basis 
used to determine the probabilities of default. 
We tested the completeness and accuracy of 
the historical data used in derivation of PDs 
and LGDs and recalculated the same on a 
sample basis.     
  

• We reviewed the approach used to estimate 
LGD at each point during the life of the 
exposure including time to realization and the 
recovery rate calculations. In addition, for 
secured facilities, we agreed the collateral 
values used in the ECL model to internal valuer 
reports.

  
• We tested, on a sample basis, the 

reasonableness of EAD for both on and 
off-balance sheet exposures.   
    

• For forward-looking information, we assessed 
the appropriateness of the model, including 

assumptions applied; we corroborated the 
data using publicly available information; 
and assessed the reasonableness of the 
weightings applied to different scenarios to 
reflect the impact of current developments. 
       
 

• We assessed whether the disclosure in the 
financial statements on the key judgements 
and assumptions were adequate.   
    

Reliance on Information & Communi-
cations Technology (ICT) systems and 
applications for financial control and 
reporting      
  
The Bank’s financial control, accounting and 
reporting processes are heavily dependent on 
complex information and communications 
technology systems and applications. 
Specifically, the calculation, recording, and 
financial reporting of financial transactions and 
balances are significantly dependent on 
automated processes.     

Weaknesses in the design and operating 
effectiveness of the automated accounting 
procedures and related IT dependent manual 
controls could result in material errors in the 
financial information, which makes this an area 
of focus.      
 
Our audit focus on information and 
communications technology systems and 
applications and controls over financial 
reporting included the following areas:  
      
• management of logical access to critical 

systems including privileged access.   
     

• controls over changes of programs.  
     

• automated application controls for 
transaction processing, accounting, and 
financial reporting.     
    

How our audit address the key audit 
matter  
•  Evaluated and tested both the design and 

operational effectiveness of controls 

ensuring the integrity of IT systems and 
applications that are pertinent to financial 
accounting and reporting.    
   

• We also examined specific aspects of IT system 
security, including the management of logical 
access and the segregation of duties.  
     

• When we identified deficiencies in either the 
design or operational effectiveness of controls, 
we adjusted our audit approach. This involved 
testing compensating controls or intensifying 
our detailed testing. These additional measures 
helped address the deficiencies or provided 
greater assurance for the audit.   
    

•  We verified any manual adjustments made to 
information produced by IT systems and 
applications, evaluating their appropriateness. 
Additionally, we rechecked automated controls 
and calculations performed by core banking 
systems and other major applications to 
confirm that they function correctly and as 
intended.      
 

Other Information     
 
The other information comprises the information 
included in the Annual Report for the year ended 
June 30, 2026, which includes the Directors' 
Report as required by the provisions of the 
Commercial Code of Ethiopia. The other 
information does not include the financial 
statements and our auditors' report thereon. Our 
opinion on the financial statements does not cover 
the other information and we do not express an 
audit opinion or any form of assurance conclusion 
thereon.      

In connection with our audit of the financial 
statements, our responsibility is to read the other 
information and, in doing so, consider whether the 
other information is materially inconsistent with 
the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be 
materially misstated. If, based on the work we have 
performed, we conclude that there is a material 
misstatement of this other information, we are 
required to report that fact. We have nothing to 
report in this regard.    

Responsibilities of the Directors' for 
the Financial Statements    
    
The Directors are responsible for the 
preparation and fair presentation of the 
financial statements in accordance with 
International Financial Reporting Standards and 
the requirements of the Commercial Code of 
Ethiopia, and for such internal control as the 
Directors determine is necessary to enable the 
preparation of financial statements that are free 
from material misstatement, whether due to 
fraud or error.      
 
In preparing the financial statements, the 
Directors are responsible for assessing the 
Bank’s ability to continue as a going concern, 
disclosing, as applicable, matters related to 
going concern and using the going concern 
basis of accounting unless the Directors either 
intend to liquidate the Bank or to cease 
operations, or have no realistic alternative but 
to do so.      

Auditors' Responsibilities for the Audit 
of the Financial Statements   
  
Our objectives are to obtain reasonable 
assurance about whether the financial 
statements as a whole are free from material 
misstatement, whether due to fraud or error, 
and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit 
conducted in accordance with International 
Standards on Auditing will always detect a 
material misstatement when it exists. 
Misstatements can arise from fraud or error and 
are considered material if, individually or in the 
aggregate, they could reasonably be expected 
to influence the economic decisions of users 
taken on the basis of these financial statements. 

As part of an audit in accordance with 
International Standards on Auditing, we 
exercise professional judgement and maintain 
professional scepticism throughout the audit. 
We also:

• Identify and assess the risks of material 
misstatement of the financial statements, 
whether due to fraud or error, design and 
perform audit procedures responsive to 

those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for 
our opinion. 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, intentional omissions, 
misrepresentations, or the override of internal 
control.      

• Obtain an understanding of internal control 
relevant to the audit 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 Bank’s internal control.   

• Evaluate the appropriateness of accounting 
policies used and the reasonableness of 
accounting estimates and related disclosures 
made by the Directors.    

• Conclude on the appropriateness of the 
Directors' use of the going concern basis of 
accounting and based on the audit evidence 
obtained, whether a material uncertainty exists 
related to events or conditions that may cast 
significant doubt on the Bank’s ability to 
continue as a going concern. If we conclude 
that a material uncertainty exists, we are 
required to draw attention in our auditor's 
report to the related disclosures in the financial 
statements or, if 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 Bank to cease to continue as a going 
concern. 

    
• Evaluate the overall presentation, structure and 

content of the financial statements, including 
the disclosures, and whether the financial 
statements represent the underlying 
transactions and events in a manner that 
achieves fair presentation.    
   

We communicate with the Directors regarding, 
among other matters, the planned scope and 
timing of the audit and significant audit findings, 
including any significant deficiencies in internal 
control that we identify during our audit.  

Report on Other Legal and Regulatory 
Requirements      

As required by the Commercial Code of Ethiopia 
and based on our audit, we report as follows:
      
(i) Pursuant to Article 349 (1) of the Commercial 
Code of Ethiopia and based on our reviews of 
the Board of Directors’ report, we have not 
noted any matter that we may wish to bring to 
your attention.      
 
(ii) Pursuant to Article 349 (2) of the 
Commercial Code of Ethiopia we recommend 
the financial statements for approval.   
 
The engagement partner on the audit resulting 
in this independent auditors' report is Tekeste 
Gebru.       
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FOR THE PERIOD ENDED 30 JUNE 2025 (In Ethiopian Birr)

30 June 2025 30 June 2024
Notes  ETB'000  ETB'000 

Interest income 5              7,024,867              5,352,881 
Interest expense 6             (2,249,819)            (1,712,315)
Net interest income              4,775,048              3,640,566 

Fees and commission income 7              3,336,316              1,981,377 
Fees and commission expense 7                 (27,460)                 (22,430)
Net fees and commission income              3,308,856              1,958,947 
Net gain on foreign exchange 8              3,866,011                319,098 
Other operating income 9                 186,268                115,696 

Total operating income             12,136,183              6,034,306 
Loan impairment charge 10                (187,559)               (266,032)
Impairment losses on other assets 11.a                 (34,623)                       (41)
Provision for others 25                (234,992)                         -   
Net operating income             11,679,009              5,768,233 

Personnel expenses 12             (1,983,062)            (1,424,457)
Amortisation and impairment of intangible assets 21                 (49,019)                 (40,631)

Depreciation and impairment of property, plant and equipment 22                (193,019)               (146,679)
Other operating expenses 13             (1,241,833)               (838,157)
Profit before taxation             8,212,077            3,318,310 
Income tax expense 14a             (2,343,976)               (925,879)
Profit after income tax expense             5,868,101            2,392,430 

Other comprehensive income (OCI) net of income tax

Items that will not be subsequently reclassified into profit or loss:

Remeasurement gain/(loss) on defined benefit obligations 28                 (24,607)                  (7,824)

Deferred tax (liability)/asset on remeasurement loss 14                     7,382                    2,347 

Remeasurement gain/(loss) on equity investments 17                   29,147                365,574 

Deferred tax (liability)/asset on remeasurement gain 14                   (8,744)               (109,672)
                   3,178               250,425 

Total comprehensive income for the year             5,871,278            2,642,855 

Basic and diluted earnings per share 30                       683                      376 

Zemen Bank Share Company
Statement of Profit or Loss and Other Comprehensive Income
For the Year Ended June 30, 2025

The accounting policies on pages 45 to 80, and the notes on pages 81 to 130,form an integral part of the financial
statements.
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FOR THE PERIOD ENDED 30 JUNE 2025 (In Ethiopian Birr)

30 June 2025 30 June 2024
Notes  ETB'000  ETB'000 

Interest income 5              7,024,867              5,352,881 
Interest expense 6             (2,249,819)            (1,712,315)
Net interest income              4,775,048              3,640,566 

Fees and commission income 7              3,336,316              1,981,377 
Fees and commission expense 7                 (27,460)                 (22,430)
Net fees and commission income              3,308,856              1,958,947 
Net gain on foreign exchange 8              3,866,011                319,098 
Other operating income 9                 186,268                115,696 

Total operating income             12,136,183              6,034,306 
Loan impairment charge 10                (187,559)               (266,032)
Impairment losses on other assets 11.a                 (34,623)                       (41)
Provision for others 25                (234,992)                         -   
Net operating income             11,679,009              5,768,233 

Personnel expenses 12             (1,983,062)            (1,424,457)
Amortisation and impairment of intangible assets 21                 (49,019)                 (40,631)

Depreciation and impairment of property, plant and equipment 22                (193,019)               (146,679)
Other operating expenses 13             (1,241,833)               (838,157)
Profit before taxation             8,212,077            3,318,310 
Income tax expense 14a             (2,343,976)               (925,879)
Profit after income tax expense             5,868,101            2,392,430 

Other comprehensive income (OCI) net of income tax

Items that will not be subsequently reclassified into profit or loss:

Remeasurement gain/(loss) on defined benefit obligations 28                 (24,607)                  (7,824)

Deferred tax (liability)/asset on remeasurement loss 14                     7,382                    2,347 

Remeasurement gain/(loss) on equity investments 17                   29,147                365,574 

Deferred tax (liability)/asset on remeasurement gain 14                   (8,744)               (109,672)
                   3,178               250,425 

Total comprehensive income for the year             5,871,278            2,642,855 

Basic and diluted earnings per share 30                       683                      376 

Zemen Bank Share Company
Statement of Profit or Loss and Other Comprehensive Income
For the Year Ended June 30, 2025

The accounting policies on pages 45 to 80, and the notes on pages 81 to 130,form an integral part of the financial
statements.

We have audited the financial statements of 
Zemen Bank Share Company (the Bank), which 
comprise the statement of financial position as 
at June 30, 2026, statement of profit or loss 
and other comprehensive income, statement of 
changes in equity and statement of cash flows 
for the year then ended, and notes to the 
financial statements, including a summary of 
significant accounting policies.

In our opinion, the financial statements present 
fairly, in all material respects, the financial 
position of Zemen Bank Share Company as at 
June 30, 2026, and its financial performance 
and cash flows for the year then ended in 
accordance with International Financial 
Reporting Standards and the requirements of 
the provisions of the Commercial Code of 
Ethiopia.      
  
Basis for Opinion    

We conducted our audit in accordance with 
International Standards on Auditing. Our 
responsibilities under those standards are 
further described in the Auditors' 
Responsibilities for the Audit of the Financial 
Statements section of our report. We are 
independent of the Bank in accordance with the 
International Ethics Standards Board for 
Accountants’ International Code of Ethics for 
Professional Accountants (including 
International Independence Standards) (Parts 1, 
3 and 4A) (IESBA Code) and other 
independence requirements applicable to 
performing audits of financial statements in 
Ethiopia. We have fulfilled our other ethical 
responsibilities in accordance with the IESBA 
Code and in accordance with other ethical 
requirements applicable to performing audits in 
Ethiopia. We believe that the audit evidence we 
have obtained is sufficient and appropriate to 
provide a basis for our opinion.   
       

Key Audit Matters     
   
Key audit matters are those matters that, in our 
professional judgement, were of most 
significance in our audit of the financial 
statements of the current period. These matters 
were addressed in the context of our audit of 
the financial statements as a whole, and in 
forming our opinion thereon, and we do not 
provide a separate opinion on these matters.  
      
Estimation of Expected credit losses 
on loans and advances    
    
Loans and advances to customers compromise a 
significant portion of the Bank’s total assets. 
The estimation of Expected Credit Losses (ECL) 
on loans and advances requires management 
judgement in the assumptions that are applied 
in the models used to calculate ECL.   
     
The policies for estimating ECL are explained in 
notes 1.7 c (i) and 4.3.5 of the financial 
statements.    
 
Due to the significant impact of management 
judgements applied in calculating the ECL, we 
designate this as a key audit matter in our audit. 

The key areas where significant judgement has 
been exercised and therefore, an increased level 
of audit focus applied, include:   
      
• The assumptions applied in deriving the 

probabilities of default (PD), loss given 
default (LGD) and exposures at default 
(EAD) for the various segments.   

• The judgements made to determine the 
staging of facilities in line with IFRS 9. In 
particular, the identification of the 
Significant Increase in Credit Risk (“SICR”) 
and Default requires consideration of 
quantitative and qualitative criteria. This is a 
key area of judgement as this determines 
whether a 12-month or lifetime PD is used. 

Specific assumptions have been applied by 
management in determining the staging, PD 
and LGD for certain segments of the loan 
record.      
    

• The relevance of forward-looking information 
used in the models.    
   

• For certain individually assessed loans and 
advances, judgement is exercised in the 
consideration of quantitative and qualitative 
factors.      

How our audit address the key audit 
matter
   
• We obtained the Bank’s methodology for 

determining ECL, including enhancements in 
the year, and evaluated this against the 
requirements of IFRS 9.    
   

• We tested how the Bank extract loan status 
applied in classifying the loans balance into the 
three stages required by IFRS 9. For a sample of 
loans, we checked loan status applied in the 
model. In addition, we assessed the qualitative 
information applied by the Bank in 
determining the appropriate staging.  
     

• We obtained an understanding of the basis 
used to determine the probabilities of default. 
We tested the completeness and accuracy of 
the historical data used in derivation of PDs 
and LGDs and recalculated the same on a 
sample basis.     
  

• We reviewed the approach used to estimate 
LGD at each point during the life of the 
exposure including time to realization and the 
recovery rate calculations. In addition, for 
secured facilities, we agreed the collateral 
values used in the ECL model to internal valuer 
reports.

  
• We tested, on a sample basis, the 

reasonableness of EAD for both on and 
off-balance sheet exposures.   
    

• For forward-looking information, we assessed 
the appropriateness of the model, including 

assumptions applied; we corroborated the 
data using publicly available information; 
and assessed the reasonableness of the 
weightings applied to different scenarios to 
reflect the impact of current developments. 
       
 

• We assessed whether the disclosure in the 
financial statements on the key judgements 
and assumptions were adequate.   
    

Reliance on Information & Communi-
cations Technology (ICT) systems and 
applications for financial control and 
reporting      
  
The Bank’s financial control, accounting and 
reporting processes are heavily dependent on 
complex information and communications 
technology systems and applications. 
Specifically, the calculation, recording, and 
financial reporting of financial transactions and 
balances are significantly dependent on 
automated processes.     

Weaknesses in the design and operating 
effectiveness of the automated accounting 
procedures and related IT dependent manual 
controls could result in material errors in the 
financial information, which makes this an area 
of focus.      
 
Our audit focus on information and 
communications technology systems and 
applications and controls over financial 
reporting included the following areas:  
      
• management of logical access to critical 

systems including privileged access.   
     

• controls over changes of programs.  
     

• automated application controls for 
transaction processing, accounting, and 
financial reporting.     
    

How our audit address the key audit 
matter  
•  Evaluated and tested both the design and 

operational effectiveness of controls 

ensuring the integrity of IT systems and 
applications that are pertinent to financial 
accounting and reporting.    
   

• We also examined specific aspects of IT system 
security, including the management of logical 
access and the segregation of duties.  
     

• When we identified deficiencies in either the 
design or operational effectiveness of controls, 
we adjusted our audit approach. This involved 
testing compensating controls or intensifying 
our detailed testing. These additional measures 
helped address the deficiencies or provided 
greater assurance for the audit.   
    

•  We verified any manual adjustments made to 
information produced by IT systems and 
applications, evaluating their appropriateness. 
Additionally, we rechecked automated controls 
and calculations performed by core banking 
systems and other major applications to 
confirm that they function correctly and as 
intended.      
 

Other Information     
 
The other information comprises the information 
included in the Annual Report for the year ended 
June 30, 2026, which includes the Directors' 
Report as required by the provisions of the 
Commercial Code of Ethiopia. The other 
information does not include the financial 
statements and our auditors' report thereon. Our 
opinion on the financial statements does not cover 
the other information and we do not express an 
audit opinion or any form of assurance conclusion 
thereon.      

In connection with our audit of the financial 
statements, our responsibility is to read the other 
information and, in doing so, consider whether the 
other information is materially inconsistent with 
the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be 
materially misstated. If, based on the work we have 
performed, we conclude that there is a material 
misstatement of this other information, we are 
required to report that fact. We have nothing to 
report in this regard.    

Responsibilities of the Directors' for 
the Financial Statements    
    
The Directors are responsible for the 
preparation and fair presentation of the 
financial statements in accordance with 
International Financial Reporting Standards and 
the requirements of the Commercial Code of 
Ethiopia, and for such internal control as the 
Directors determine is necessary to enable the 
preparation of financial statements that are free 
from material misstatement, whether due to 
fraud or error.      
 
In preparing the financial statements, the 
Directors are responsible for assessing the 
Bank’s ability to continue as a going concern, 
disclosing, as applicable, matters related to 
going concern and using the going concern 
basis of accounting unless the Directors either 
intend to liquidate the Bank or to cease 
operations, or have no realistic alternative but 
to do so.      

Auditors' Responsibilities for the Audit 
of the Financial Statements   
  
Our objectives are to obtain reasonable 
assurance about whether the financial 
statements as a whole are free from material 
misstatement, whether due to fraud or error, 
and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit 
conducted in accordance with International 
Standards on Auditing will always detect a 
material misstatement when it exists. 
Misstatements can arise from fraud or error and 
are considered material if, individually or in the 
aggregate, they could reasonably be expected 
to influence the economic decisions of users 
taken on the basis of these financial statements. 

As part of an audit in accordance with 
International Standards on Auditing, we 
exercise professional judgement and maintain 
professional scepticism throughout the audit. 
We also:

• Identify and assess the risks of material 
misstatement of the financial statements, 
whether due to fraud or error, design and 
perform audit procedures responsive to 

those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for 
our opinion. 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, intentional omissions, 
misrepresentations, or the override of internal 
control.      

• Obtain an understanding of internal control 
relevant to the audit 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 Bank’s internal control.   

• Evaluate the appropriateness of accounting 
policies used and the reasonableness of 
accounting estimates and related disclosures 
made by the Directors.    

• Conclude on the appropriateness of the 
Directors' use of the going concern basis of 
accounting and based on the audit evidence 
obtained, whether a material uncertainty exists 
related to events or conditions that may cast 
significant doubt on the Bank’s ability to 
continue as a going concern. If we conclude 
that a material uncertainty exists, we are 
required to draw attention in our auditor's 
report to the related disclosures in the financial 
statements or, if 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 Bank to cease to continue as a going 
concern. 

    
• Evaluate the overall presentation, structure and 

content of the financial statements, including 
the disclosures, and whether the financial 
statements represent the underlying 
transactions and events in a manner that 
achieves fair presentation.    
   

We communicate with the Directors regarding, 
among other matters, the planned scope and 
timing of the audit and significant audit findings, 
including any significant deficiencies in internal 
control that we identify during our audit.  

Report on Other Legal and Regulatory 
Requirements      

As required by the Commercial Code of Ethiopia 
and based on our audit, we report as follows:
      
(i) Pursuant to Article 349 (1) of the Commercial 
Code of Ethiopia and based on our reviews of 
the Board of Directors’ report, we have not 
noted any matter that we may wish to bring to 
your attention.      
 
(ii) Pursuant to Article 349 (2) of the 
Commercial Code of Ethiopia we recommend 
the financial statements for approval.   
 
The engagement partner on the audit resulting 
in this independent auditors' report is Tekeste 
Gebru.       
 
 
       
 

Tekeste Gebru 
Partner

HST Audit Limited Liability Partnership, 
 Public Auditors

Addis Ababa, Ethiopia September 30, 2026

4   moc.knabnemez.www

   
• We also examined specific aspects of IT 

system security, including the management 
of logical access and the segregation of 
duties.      
 

• When we identified deficiencies in either 
the design or operational effectiveness of 
controls, we adjusted our audit approach. 
This involved testing compensating controls 
or intensifying our detailed testing. These 
additional measures helped address the 
deficiencies or provided greater assurance 
for the audit.     
  

• We verified any manual adjustments 
made to information produced by IT 
systems and applications, evaluating their 
appropriateness. Additionally, we rechecked 
automated controls and calculations 
performed by core banking systems and 
other major applications to confirm that 
they function correctly and as intended.  
     

Other Information     
 
The other information comprises the information 
included in the Annual Report for the year 
ended June 30, 2026, which includes the 
Directors’ Report as required by the provisions 
of the Commercial Code of Ethiopia. The other 
information does not include the financial 
statements and our auditors’ report thereon. 
Our opinion on the financial statements does 
not cover the other information and we do 
not express an audit opinion or any form of 
assurance conclusion thereon.    
 
In connection with our audit of the financial 
statements, our responsibility is to read the other 
information and, in doing so, consider whether 
the other information is materially inconsistent 
with the financial statements or our knowledge 
obtained in the audit, or otherwise appears to 
be materially misstated. If, based on the work 
we have performed, we conclude that there is a 
material misstatement of this other information, 
we are required to report that fact. We have 
nothing to report in this regard.   

 
Responsibilities of the Directors’ for 
the Financial Statements    
  
The Directors are responsible for the preparation 
and fair presentation of the financial statements 
in accordance with International Financial 
Reporting Standards and the requirements 
of the Commercial Code of Ethiopia, and for 
such internal control as the Directors determine 
is necessary to enable the preparation of 
financial statements that are free from material 
misstatement, whether due to fraud or error.  
  
In preparing the financial statements, the 
Directors are responsible for assessing the 
Bank’s ability to continue as a going concern, 
disclosing, as applicable, matters related to 
going concern and using the going concern basis 
of accounting unless the Directors either intend 
to liquidate the Bank or to cease operations, or 
have no realistic alternative but to do so.  
 
Auditors’ Responsibilities for the Audit 
of the Financial Statements  
 

Our objectives are to obtain reasonable 
assurance about whether the financial 
statements as a whole are free from material 
misstatement, whether due to fraud or error, 
and to issue an auditor’s report that includes 
our opinion. Reasonable assurance is a high 
level of assurance, but is not a guarantee 
that an audit conducted in accordance with 
International Standards on Auditing will always 
detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and 
are considered material if, individually or in the 
aggregate, they could reasonably be expected to 
influence the economic decisions of users taken 
on the basis of these financial statements. 

As part of an audit in accordance with 
International Standards on Auditing, we 
exercise professional judgement and maintain 
professional scepticism throughout the audit. 
We also:     

 
• Identify and assess the risks of material 

misstatement of the financial statements, 
whether due to fraud or error, design and 
perform audit procedures responsive to 
those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis 
for our opinion. 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, 
intentional omissions, misrepresentations, 
or the override of internal control.   
     

• Obtain an understanding of internal control 
relevant to the audit 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 Bank’s internal control.   
    

• Evaluate the appropriateness of accounting 
policies used and the reasonableness of 
accounting estimates and related disclosures 
made by the Directors.   
 

• Conclude on the appropriateness of the 
Directors’ use of the going concern basis of 
accounting and based on the audit evidence 
obtained, whether a material uncertainty 
exists related to events or conditions that 
may cast significant doubt on the Bank’s 
ability to continue as a going concern. If we 
conclude that a material uncertainty exists, 
we are required to draw attention in our 
auditor’s report to the related disclosures 
in the financial statements or, if 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 Bank to cease 
to continue as a going concern.   
 

• Evaluate the overall presentation, structure 
and content of the financial statements, 
including the disclosures, and whether 
the financial statements represent the 
underlying transactions and events in a 
manner that achieves fair presentation.  
  

We communicate with the Directors regarding, 
among other matters, the planned scope and 
timing of the audit and significant audit findings, 
including any significant deficiencies in internal 
control that we identify during our audit.  
 
Report on Other Legal and Regulatory 
Requirements    

As required by the Commercial Code of Ethiopia 
and based on our audit, we report as follows:

(i) Pursuant to Article 349 (1) of the 
Commercial Code of Ethiopia and based 
on our reviews of the Board of Directors’ 
report, we have not noted any matter that 
we may wish to bring to your attention.  
     
(ii) Pursuant to Article 349 (2) of the 
Commercial Code of Ethiopia we 
recommend the financial statements for 
approval. 
   

The engagement partner on the audit resulting 
in this independent auditors’ report is Tekeste 
Gebru.       
 
      
 

We have audited the financial statements of 
Zemen Bank Share Company (the Bank), which 
comprise the statement of financial position as 
at June 30, 2026, statement of profit or loss 
and other comprehensive income, statement of 
changes in equity and statement of cash flows 
for the year then ended, and notes to the 
financial statements, including a summary of 
significant accounting policies.

In our opinion, the financial statements present 
fairly, in all material respects, the financial 
position of Zemen Bank Share Company as at 
June 30, 2026, and its financial performance 
and cash flows for the year then ended in 
accordance with International Financial 
Reporting Standards and the requirements of 
the provisions of the Commercial Code of 
Ethiopia.      
  
Basis for Opinion    

We conducted our audit in accordance with 
International Standards on Auditing. Our 
responsibilities under those standards are 
further described in the Auditors' 
Responsibilities for the Audit of the Financial 
Statements section of our report. We are 
independent of the Bank in accordance with the 
International Ethics Standards Board for 
Accountants’ International Code of Ethics for 
Professional Accountants (including 
International Independence Standards) (Parts 1, 
3 and 4A) (IESBA Code) and other 
independence requirements applicable to 
performing audits of financial statements in 
Ethiopia. We have fulfilled our other ethical 
responsibilities in accordance with the IESBA 
Code and in accordance with other ethical 
requirements applicable to performing audits in 
Ethiopia. We believe that the audit evidence we 
have obtained is sufficient and appropriate to 
provide a basis for our opinion.   
       

Key Audit Matters     
   
Key audit matters are those matters that, in our 
professional judgement, were of most 
significance in our audit of the financial 
statements of the current period. These matters 
were addressed in the context of our audit of 
the financial statements as a whole, and in 
forming our opinion thereon, and we do not 
provide a separate opinion on these matters.  
      
Estimation of Expected credit losses 
on loans and advances    
    
Loans and advances to customers compromise a 
significant portion of the Bank’s total assets. 
The estimation of Expected Credit Losses (ECL) 
on loans and advances requires management 
judgement in the assumptions that are applied 
in the models used to calculate ECL.   
     
The policies for estimating ECL are explained in 
notes 1.7 c (i) and 4.3.5 of the financial 
statements.    
 
Due to the significant impact of management 
judgements applied in calculating the ECL, we 
designate this as a key audit matter in our audit. 

The key areas where significant judgement has 
been exercised and therefore, an increased level 
of audit focus applied, include:   
      
• The assumptions applied in deriving the 

probabilities of default (PD), loss given 
default (LGD) and exposures at default 
(EAD) for the various segments.   

• The judgements made to determine the 
staging of facilities in line with IFRS 9. In 
particular, the identification of the 
Significant Increase in Credit Risk (“SICR”) 
and Default requires consideration of 
quantitative and qualitative criteria. This is a 
key area of judgement as this determines 
whether a 12-month or lifetime PD is used. 

Specific assumptions have been applied by 
management in determining the staging, PD 
and LGD for certain segments of the loan 
record.      
    

• The relevance of forward-looking information 
used in the models.    
   

• For certain individually assessed loans and 
advances, judgement is exercised in the 
consideration of quantitative and qualitative 
factors.      

How our audit address the key audit 
matter
   
• We obtained the Bank’s methodology for 

determining ECL, including enhancements in 
the year, and evaluated this against the 
requirements of IFRS 9.    
   

• We tested how the Bank extract loan status 
applied in classifying the loans balance into the 
three stages required by IFRS 9. For a sample of 
loans, we checked loan status applied in the 
model. In addition, we assessed the qualitative 
information applied by the Bank in 
determining the appropriate staging.  
     

• We obtained an understanding of the basis 
used to determine the probabilities of default. 
We tested the completeness and accuracy of 
the historical data used in derivation of PDs 
and LGDs and recalculated the same on a 
sample basis.     
  

• We reviewed the approach used to estimate 
LGD at each point during the life of the 
exposure including time to realization and the 
recovery rate calculations. In addition, for 
secured facilities, we agreed the collateral 
values used in the ECL model to internal valuer 
reports.

  
• We tested, on a sample basis, the 

reasonableness of EAD for both on and 
off-balance sheet exposures.   
    

• For forward-looking information, we assessed 
the appropriateness of the model, including 

assumptions applied; we corroborated the 
data using publicly available information; 
and assessed the reasonableness of the 
weightings applied to different scenarios to 
reflect the impact of current developments. 
       
 

• We assessed whether the disclosure in the 
financial statements on the key judgements 
and assumptions were adequate.   
    

Reliance on Information & Communi-
cations Technology (ICT) systems and 
applications for financial control and 
reporting      
  
The Bank’s financial control, accounting and 
reporting processes are heavily dependent on 
complex information and communications 
technology systems and applications. 
Specifically, the calculation, recording, and 
financial reporting of financial transactions and 
balances are significantly dependent on 
automated processes.     

Weaknesses in the design and operating 
effectiveness of the automated accounting 
procedures and related IT dependent manual 
controls could result in material errors in the 
financial information, which makes this an area 
of focus.      
 
Our audit focus on information and 
communications technology systems and 
applications and controls over financial 
reporting included the following areas:  
      
• management of logical access to critical 

systems including privileged access.   
     

• controls over changes of programs.  
     

• automated application controls for 
transaction processing, accounting, and 
financial reporting.     
    

How our audit address the key audit 
matter  
•  Evaluated and tested both the design and 

operational effectiveness of controls 

ensuring the integrity of IT systems and 
applications that are pertinent to financial 
accounting and reporting.    
   

• We also examined specific aspects of IT system 
security, including the management of logical 
access and the segregation of duties.  
     

• When we identified deficiencies in either the 
design or operational effectiveness of controls, 
we adjusted our audit approach. This involved 
testing compensating controls or intensifying 
our detailed testing. These additional measures 
helped address the deficiencies or provided 
greater assurance for the audit.   
    

•  We verified any manual adjustments made to 
information produced by IT systems and 
applications, evaluating their appropriateness. 
Additionally, we rechecked automated controls 
and calculations performed by core banking 
systems and other major applications to 
confirm that they function correctly and as 
intended.      
 

Other Information     
 
The other information comprises the information 
included in the Annual Report for the year ended 
June 30, 2026, which includes the Directors' 
Report as required by the provisions of the 
Commercial Code of Ethiopia. The other 
information does not include the financial 
statements and our auditors' report thereon. Our 
opinion on the financial statements does not cover 
the other information and we do not express an 
audit opinion or any form of assurance conclusion 
thereon.      

In connection with our audit of the financial 
statements, our responsibility is to read the other 
information and, in doing so, consider whether the 
other information is materially inconsistent with 
the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be 
materially misstated. If, based on the work we have 
performed, we conclude that there is a material 
misstatement of this other information, we are 
required to report that fact. We have nothing to 
report in this regard.    

Responsibilities of the Directors' for 
the Financial Statements    
    
The Directors are responsible for the 
preparation and fair presentation of the 
financial statements in accordance with 
International Financial Reporting Standards and 
the requirements of the Commercial Code of 
Ethiopia, and for such internal control as the 
Directors determine is necessary to enable the 
preparation of financial statements that are free 
from material misstatement, whether due to 
fraud or error.      
 
In preparing the financial statements, the 
Directors are responsible for assessing the 
Bank’s ability to continue as a going concern, 
disclosing, as applicable, matters related to 
going concern and using the going concern 
basis of accounting unless the Directors either 
intend to liquidate the Bank or to cease 
operations, or have no realistic alternative but 
to do so.      

Auditors' Responsibilities for the Audit 
of the Financial Statements   
  
Our objectives are to obtain reasonable 
assurance about whether the financial 
statements as a whole are free from material 
misstatement, whether due to fraud or error, 
and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit 
conducted in accordance with International 
Standards on Auditing will always detect a 
material misstatement when it exists. 
Misstatements can arise from fraud or error and 
are considered material if, individually or in the 
aggregate, they could reasonably be expected 
to influence the economic decisions of users 
taken on the basis of these financial statements. 

As part of an audit in accordance with 
International Standards on Auditing, we 
exercise professional judgement and maintain 
professional scepticism throughout the audit. 
We also:

• Identify and assess the risks of material 
misstatement of the financial statements, 
whether due to fraud or error, design and 
perform audit procedures responsive to 

those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for 
our opinion. 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, intentional omissions, 
misrepresentations, or the override of internal 
control.      

• Obtain an understanding of internal control 
relevant to the audit 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 Bank’s internal control.   

• Evaluate the appropriateness of accounting 
policies used and the reasonableness of 
accounting estimates and related disclosures 
made by the Directors.    

• Conclude on the appropriateness of the 
Directors' use of the going concern basis of 
accounting and based on the audit evidence 
obtained, whether a material uncertainty exists 
related to events or conditions that may cast 
significant doubt on the Bank’s ability to 
continue as a going concern. If we conclude 
that a material uncertainty exists, we are 
required to draw attention in our auditor's 
report to the related disclosures in the financial 
statements or, if 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 Bank to cease to continue as a going 
concern. 

    
• Evaluate the overall presentation, structure and 

content of the financial statements, including 
the disclosures, and whether the financial 
statements represent the underlying 
transactions and events in a manner that 
achieves fair presentation.    
   

We communicate with the Directors regarding, 
among other matters, the planned scope and 
timing of the audit and significant audit findings, 
including any significant deficiencies in internal 
control that we identify during our audit.  

Report on Other Legal and Regulatory 
Requirements      

As required by the Commercial Code of Ethiopia 
and based on our audit, we report as follows:
      
(i) Pursuant to Article 349 (1) of the Commercial 
Code of Ethiopia and based on our reviews of 
the Board of Directors’ report, we have not 
noted any matter that we may wish to bring to 
your attention.      
 
(ii) Pursuant to Article 349 (2) of the 
Commercial Code of Ethiopia we recommend 
the financial statements for approval.   
 
The engagement partner on the audit resulting 
in this independent auditors' report is Tekeste 
Gebru.       
 
 
       
 

Tekeste Gebru 
Partner

HST Audit Limited Liability Partnership, 
 Public Auditors

Addis Ababa, Ethiopia September 30, 2026
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We have audited the financial statements of 
Zemen Bank Share Company (the Bank), which 
comprise the statement of financial position as 
at June 30, 2026, statement of profit or loss 
and other comprehensive income, statement of 
changes in equity and statement of cash flows 
for the year then ended, and notes to the 
financial statements, including a summary of 
significant accounting policies.

In our opinion, the financial statements present 
fairly, in all material respects, the financial 
position of Zemen Bank Share Company as at 
June 30, 2026, and its financial performance 
and cash flows for the year then ended in 
accordance with International Financial 
Reporting Standards and the requirements of 
the provisions of the Commercial Code of 
Ethiopia.      
  
Basis for Opinion    

We conducted our audit in accordance with 
International Standards on Auditing. Our 
responsibilities under those standards are 
further described in the Auditors' 
Responsibilities for the Audit of the Financial 
Statements section of our report. We are 
independent of the Bank in accordance with the 
International Ethics Standards Board for 
Accountants’ International Code of Ethics for 
Professional Accountants (including 
International Independence Standards) (Parts 1, 
3 and 4A) (IESBA Code) and other 
independence requirements applicable to 
performing audits of financial statements in 
Ethiopia. We have fulfilled our other ethical 
responsibilities in accordance with the IESBA 
Code and in accordance with other ethical 
requirements applicable to performing audits in 
Ethiopia. We believe that the audit evidence we 
have obtained is sufficient and appropriate to 
provide a basis for our opinion.   
       

Key Audit Matters     
   
Key audit matters are those matters that, in our 
professional judgement, were of most 
significance in our audit of the financial 
statements of the current period. These matters 
were addressed in the context of our audit of 
the financial statements as a whole, and in 
forming our opinion thereon, and we do not 
provide a separate opinion on these matters.  
      
Estimation of Expected credit losses 
on loans and advances    
    
Loans and advances to customers compromise a 
significant portion of the Bank’s total assets. 
The estimation of Expected Credit Losses (ECL) 
on loans and advances requires management 
judgement in the assumptions that are applied 
in the models used to calculate ECL.   
     
The policies for estimating ECL are explained in 
notes 1.7 c (i) and 4.3.5 of the financial 
statements.    
 
Due to the significant impact of management 
judgements applied in calculating the ECL, we 
designate this as a key audit matter in our audit. 

The key areas where significant judgement has 
been exercised and therefore, an increased level 
of audit focus applied, include:   
      
• The assumptions applied in deriving the 

probabilities of default (PD), loss given 
default (LGD) and exposures at default 
(EAD) for the various segments.   

• The judgements made to determine the 
staging of facilities in line with IFRS 9. In 
particular, the identification of the 
Significant Increase in Credit Risk (“SICR”) 
and Default requires consideration of 
quantitative and qualitative criteria. This is a 
key area of judgement as this determines 
whether a 12-month or lifetime PD is used. 

Specific assumptions have been applied by 
management in determining the staging, PD 
and LGD for certain segments of the loan 
record.      
    

• The relevance of forward-looking information 
used in the models.    
   

• For certain individually assessed loans and 
advances, judgement is exercised in the 
consideration of quantitative and qualitative 
factors.      

How our audit address the key audit 
matter
   
• We obtained the Bank’s methodology for 

determining ECL, including enhancements in 
the year, and evaluated this against the 
requirements of IFRS 9.    
   

• We tested how the Bank extract loan status 
applied in classifying the loans balance into the 
three stages required by IFRS 9. For a sample of 
loans, we checked loan status applied in the 
model. In addition, we assessed the qualitative 
information applied by the Bank in 
determining the appropriate staging.  
     

• We obtained an understanding of the basis 
used to determine the probabilities of default. 
We tested the completeness and accuracy of 
the historical data used in derivation of PDs 
and LGDs and recalculated the same on a 
sample basis.     
  

• We reviewed the approach used to estimate 
LGD at each point during the life of the 
exposure including time to realization and the 
recovery rate calculations. In addition, for 
secured facilities, we agreed the collateral 
values used in the ECL model to internal valuer 
reports.

  
• We tested, on a sample basis, the 

reasonableness of EAD for both on and 
off-balance sheet exposures.   
    

• For forward-looking information, we assessed 
the appropriateness of the model, including 

assumptions applied; we corroborated the 
data using publicly available information; 
and assessed the reasonableness of the 
weightings applied to different scenarios to 
reflect the impact of current developments. 
       
 

• We assessed whether the disclosure in the 
financial statements on the key judgements 
and assumptions were adequate.   
    

Reliance on Information & Communi-
cations Technology (ICT) systems and 
applications for financial control and 
reporting      
  
The Bank’s financial control, accounting and 
reporting processes are heavily dependent on 
complex information and communications 
technology systems and applications. 
Specifically, the calculation, recording, and 
financial reporting of financial transactions and 
balances are significantly dependent on 
automated processes.     

Weaknesses in the design and operating 
effectiveness of the automated accounting 
procedures and related IT dependent manual 
controls could result in material errors in the 
financial information, which makes this an area 
of focus.      
 
Our audit focus on information and 
communications technology systems and 
applications and controls over financial 
reporting included the following areas:  
      
• management of logical access to critical 

systems including privileged access.   
     

• controls over changes of programs.  
     

• automated application controls for 
transaction processing, accounting, and 
financial reporting.     
    

How our audit address the key audit 
matter  
•  Evaluated and tested both the design and 

operational effectiveness of controls 

ensuring the integrity of IT systems and 
applications that are pertinent to financial 
accounting and reporting.    
   

• We also examined specific aspects of IT system 
security, including the management of logical 
access and the segregation of duties.  
     

• When we identified deficiencies in either the 
design or operational effectiveness of controls, 
we adjusted our audit approach. This involved 
testing compensating controls or intensifying 
our detailed testing. These additional measures 
helped address the deficiencies or provided 
greater assurance for the audit.   
    

•  We verified any manual adjustments made to 
information produced by IT systems and 
applications, evaluating their appropriateness. 
Additionally, we rechecked automated controls 
and calculations performed by core banking 
systems and other major applications to 
confirm that they function correctly and as 
intended.      
 

Other Information     
 
The other information comprises the information 
included in the Annual Report for the year ended 
June 30, 2026, which includes the Directors' 
Report as required by the provisions of the 
Commercial Code of Ethiopia. The other 
information does not include the financial 
statements and our auditors' report thereon. Our 
opinion on the financial statements does not cover 
the other information and we do not express an 
audit opinion or any form of assurance conclusion 
thereon.      

In connection with our audit of the financial 
statements, our responsibility is to read the other 
information and, in doing so, consider whether the 
other information is materially inconsistent with 
the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be 
materially misstated. If, based on the work we have 
performed, we conclude that there is a material 
misstatement of this other information, we are 
required to report that fact. We have nothing to 
report in this regard.    

Responsibilities of the Directors' for 
the Financial Statements    
    
The Directors are responsible for the 
preparation and fair presentation of the 
financial statements in accordance with 
International Financial Reporting Standards and 
the requirements of the Commercial Code of 
Ethiopia, and for such internal control as the 
Directors determine is necessary to enable the 
preparation of financial statements that are free 
from material misstatement, whether due to 
fraud or error.      
 
In preparing the financial statements, the 
Directors are responsible for assessing the 
Bank’s ability to continue as a going concern, 
disclosing, as applicable, matters related to 
going concern and using the going concern 
basis of accounting unless the Directors either 
intend to liquidate the Bank or to cease 
operations, or have no realistic alternative but 
to do so.      

Auditors' Responsibilities for the Audit 
of the Financial Statements   
  
Our objectives are to obtain reasonable 
assurance about whether the financial 
statements as a whole are free from material 
misstatement, whether due to fraud or error, 
and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit 
conducted in accordance with International 
Standards on Auditing will always detect a 
material misstatement when it exists. 
Misstatements can arise from fraud or error and 
are considered material if, individually or in the 
aggregate, they could reasonably be expected 
to influence the economic decisions of users 
taken on the basis of these financial statements. 

As part of an audit in accordance with 
International Standards on Auditing, we 
exercise professional judgement and maintain 
professional scepticism throughout the audit. 
We also:

• Identify and assess the risks of material 
misstatement of the financial statements, 
whether due to fraud or error, design and 
perform audit procedures responsive to 

those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for 
our opinion. 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, intentional omissions, 
misrepresentations, or the override of internal 
control.      

• Obtain an understanding of internal control 
relevant to the audit 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 Bank’s internal control.   

• Evaluate the appropriateness of accounting 
policies used and the reasonableness of 
accounting estimates and related disclosures 
made by the Directors.    

• Conclude on the appropriateness of the 
Directors' use of the going concern basis of 
accounting and based on the audit evidence 
obtained, whether a material uncertainty exists 
related to events or conditions that may cast 
significant doubt on the Bank’s ability to 
continue as a going concern. If we conclude 
that a material uncertainty exists, we are 
required to draw attention in our auditor's 
report to the related disclosures in the financial 
statements or, if 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 Bank to cease to continue as a going 
concern. 

    
• Evaluate the overall presentation, structure and 

content of the financial statements, including 
the disclosures, and whether the financial 
statements represent the underlying 
transactions and events in a manner that 
achieves fair presentation.    
   

We communicate with the Directors regarding, 
among other matters, the planned scope and 
timing of the audit and significant audit findings, 
including any significant deficiencies in internal 
control that we identify during our audit.  

Report on Other Legal and Regulatory 
Requirements      

As required by the Commercial Code of Ethiopia 
and based on our audit, we report as follows:
      
(i) Pursuant to Article 349 (1) of the Commercial 
Code of Ethiopia and based on our reviews of 
the Board of Directors’ report, we have not 
noted any matter that we may wish to bring to 
your attention.      
 
(ii) Pursuant to Article 349 (2) of the 
Commercial Code of Ethiopia we recommend 
the financial statements for approval.   
 
The engagement partner on the audit resulting 
in this independent auditors' report is Tekeste 
Gebru.       
 
 
       
 

Tekeste Gebru 
Partner

HST Audit Limited Liability Partnership, 
 Public Auditors

Addis Ababa, Ethiopia September 30, 2026
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30 June 2025 30 June 2024
Notes  ETB'000  ETB'000 

ASSETS

Cash and cash equivalents 15        33,894,004     13,962,284 
Loans and advances to customers (net) 16        41,526,316     35,630,149 
Asset held for sale 20                 4,139                   -   
Investments at fair value through OCI 17             815,234          783,909 
Investment at amortized cost 17          6,790,608       4,458,648 
Other assets 18          1,693,221       1,069,879 
Right of use asset 19             725,567          589,348 
Intangible assets 21             254,026          198,342 
Property, plant and equipment 22          2,894,571       2,508,223 

Total assets       88,597,686    59,200,782 

EQUITY AND LIABILITIES

LIABILITIES
Deposits from customers (Net) 24        64,439,347     43,094,736 
Deposits from other banks 23             227,061          516,105 
Current tax liabilities 14c          2,335,613          925,258 
Other liabilities 25          2,623,330       1,397,671 
Lease liabilities 27             134,449            69,250 
Borrowings 26               95,540          675,524 
Defined benefit obligations 28             129,074            84,252 
Deferred tax liabilities 14d             179,154          176,043 
Total liabilities       70,163,568    46,938,839 

EQUITY
Share capital 29b          9,390,451       7,455,181 
Share premium 29c                    906                 906 
Special reserve 29d             143,024            97,672 
Retained earnings 31          4,106,579       1,679,726 
Legal reserve 32          3,762,774       2,295,749 
Regulatory risk reserve 33             626,363          331,866 
Other reserve 34             404,021          400,843 
Total equity       18,434,118    12,261,943 
Total equity and liabilities       88,597,686    59,200,782 

Enye Bemir 
Chairperson of Board of Directors 

Dereje Zebene
President/CEO

Zemen Bank Share Company

Statement of Financial Position

As at 30 June 2025

The accounting policies on pages 45 to 80, and the notes on pages 81 to 130,form an integral part of the financial
statements.

The financial statements and the notes on pages41to130were approved and authorised for issue by the Board of
Directors on September 29, 2025 and were signed on its behalf by:
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AS AT 30 JUNE 2025 (In Ethiopian Birr)

Chairperson -                                                                                  Dereje Zebene
Board of Directors                                                                            Chief Executive Officer
 

30 June 2025 30 June 2024
Notes  ETB'000  ETB'000 

ASSETS

Cash and cash equivalents 15        33,894,004     13,962,284 
Loans and advances to customers (net) 16        41,526,316     35,630,149 
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AS AT 30 JUNE 2025 (In Ethiopian Birr)

We have audited the financial statements of 
Zemen Bank Share Company (the Bank), which 
comprise the statement of financial position as 
at June 30, 2026, statement of profit or loss 
and other comprehensive income, statement of 
changes in equity and statement of cash flows 
for the year then ended, and notes to the 
financial statements, including a summary of 
significant accounting policies.

In our opinion, the financial statements present 
fairly, in all material respects, the financial 
position of Zemen Bank Share Company as at 
June 30, 2026, and its financial performance 
and cash flows for the year then ended in 
accordance with International Financial 
Reporting Standards and the requirements of 
the provisions of the Commercial Code of 
Ethiopia.      
  
Basis for Opinion    

We conducted our audit in accordance with 
International Standards on Auditing. Our 
responsibilities under those standards are 
further described in the Auditors' 
Responsibilities for the Audit of the Financial 
Statements section of our report. We are 
independent of the Bank in accordance with the 
International Ethics Standards Board for 
Accountants’ International Code of Ethics for 
Professional Accountants (including 
International Independence Standards) (Parts 1, 
3 and 4A) (IESBA Code) and other 
independence requirements applicable to 
performing audits of financial statements in 
Ethiopia. We have fulfilled our other ethical 
responsibilities in accordance with the IESBA 
Code and in accordance with other ethical 
requirements applicable to performing audits in 
Ethiopia. We believe that the audit evidence we 
have obtained is sufficient and appropriate to 
provide a basis for our opinion.   
       

Key Audit Matters     
   
Key audit matters are those matters that, in our 
professional judgement, were of most 
significance in our audit of the financial 
statements of the current period. These matters 
were addressed in the context of our audit of 
the financial statements as a whole, and in 
forming our opinion thereon, and we do not 
provide a separate opinion on these matters.  
      
Estimation of Expected credit losses 
on loans and advances    
    
Loans and advances to customers compromise a 
significant portion of the Bank’s total assets. 
The estimation of Expected Credit Losses (ECL) 
on loans and advances requires management 
judgement in the assumptions that are applied 
in the models used to calculate ECL.   
     
The policies for estimating ECL are explained in 
notes 1.7 c (i) and 4.3.5 of the financial 
statements.    
 
Due to the significant impact of management 
judgements applied in calculating the ECL, we 
designate this as a key audit matter in our audit. 

The key areas where significant judgement has 
been exercised and therefore, an increased level 
of audit focus applied, include:   
      
• The assumptions applied in deriving the 

probabilities of default (PD), loss given 
default (LGD) and exposures at default 
(EAD) for the various segments.   

• The judgements made to determine the 
staging of facilities in line with IFRS 9. In 
particular, the identification of the 
Significant Increase in Credit Risk (“SICR”) 
and Default requires consideration of 
quantitative and qualitative criteria. This is a 
key area of judgement as this determines 
whether a 12-month or lifetime PD is used. 

Specific assumptions have been applied by 
management in determining the staging, PD 
and LGD for certain segments of the loan 
record.      
    

• The relevance of forward-looking information 
used in the models.    
   

• For certain individually assessed loans and 
advances, judgement is exercised in the 
consideration of quantitative and qualitative 
factors.      

How our audit address the key audit 
matter
   
• We obtained the Bank’s methodology for 

determining ECL, including enhancements in 
the year, and evaluated this against the 
requirements of IFRS 9.    
   

• We tested how the Bank extract loan status 
applied in classifying the loans balance into the 
three stages required by IFRS 9. For a sample of 
loans, we checked loan status applied in the 
model. In addition, we assessed the qualitative 
information applied by the Bank in 
determining the appropriate staging.  
     

• We obtained an understanding of the basis 
used to determine the probabilities of default. 
We tested the completeness and accuracy of 
the historical data used in derivation of PDs 
and LGDs and recalculated the same on a 
sample basis.     
  

• We reviewed the approach used to estimate 
LGD at each point during the life of the 
exposure including time to realization and the 
recovery rate calculations. In addition, for 
secured facilities, we agreed the collateral 
values used in the ECL model to internal valuer 
reports.

  
• We tested, on a sample basis, the 

reasonableness of EAD for both on and 
off-balance sheet exposures.   
    

• For forward-looking information, we assessed 
the appropriateness of the model, including 

assumptions applied; we corroborated the 
data using publicly available information; 
and assessed the reasonableness of the 
weightings applied to different scenarios to 
reflect the impact of current developments. 
       
 

• We assessed whether the disclosure in the 
financial statements on the key judgements 
and assumptions were adequate.   
    

Reliance on Information & Communi-
cations Technology (ICT) systems and 
applications for financial control and 
reporting      
  
The Bank’s financial control, accounting and 
reporting processes are heavily dependent on 
complex information and communications 
technology systems and applications. 
Specifically, the calculation, recording, and 
financial reporting of financial transactions and 
balances are significantly dependent on 
automated processes.     

Weaknesses in the design and operating 
effectiveness of the automated accounting 
procedures and related IT dependent manual 
controls could result in material errors in the 
financial information, which makes this an area 
of focus.      
 
Our audit focus on information and 
communications technology systems and 
applications and controls over financial 
reporting included the following areas:  
      
• management of logical access to critical 

systems including privileged access.   
     

• controls over changes of programs.  
     

• automated application controls for 
transaction processing, accounting, and 
financial reporting.     
    

How our audit address the key audit 
matter  
•  Evaluated and tested both the design and 

operational effectiveness of controls 

ensuring the integrity of IT systems and 
applications that are pertinent to financial 
accounting and reporting.    
   

• We also examined specific aspects of IT system 
security, including the management of logical 
access and the segregation of duties.  
     

• When we identified deficiencies in either the 
design or operational effectiveness of controls, 
we adjusted our audit approach. This involved 
testing compensating controls or intensifying 
our detailed testing. These additional measures 
helped address the deficiencies or provided 
greater assurance for the audit.   
    

•  We verified any manual adjustments made to 
information produced by IT systems and 
applications, evaluating their appropriateness. 
Additionally, we rechecked automated controls 
and calculations performed by core banking 
systems and other major applications to 
confirm that they function correctly and as 
intended.      
 

Other Information     
 
The other information comprises the information 
included in the Annual Report for the year ended 
June 30, 2026, which includes the Directors' 
Report as required by the provisions of the 
Commercial Code of Ethiopia. The other 
information does not include the financial 
statements and our auditors' report thereon. Our 
opinion on the financial statements does not cover 
the other information and we do not express an 
audit opinion or any form of assurance conclusion 
thereon.      

In connection with our audit of the financial 
statements, our responsibility is to read the other 
information and, in doing so, consider whether the 
other information is materially inconsistent with 
the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be 
materially misstated. If, based on the work we have 
performed, we conclude that there is a material 
misstatement of this other information, we are 
required to report that fact. We have nothing to 
report in this regard.    

Responsibilities of the Directors' for 
the Financial Statements    
    
The Directors are responsible for the 
preparation and fair presentation of the 
financial statements in accordance with 
International Financial Reporting Standards and 
the requirements of the Commercial Code of 
Ethiopia, and for such internal control as the 
Directors determine is necessary to enable the 
preparation of financial statements that are free 
from material misstatement, whether due to 
fraud or error.      
 
In preparing the financial statements, the 
Directors are responsible for assessing the 
Bank’s ability to continue as a going concern, 
disclosing, as applicable, matters related to 
going concern and using the going concern 
basis of accounting unless the Directors either 
intend to liquidate the Bank or to cease 
operations, or have no realistic alternative but 
to do so.      

Auditors' Responsibilities for the Audit 
of the Financial Statements   
  
Our objectives are to obtain reasonable 
assurance about whether the financial 
statements as a whole are free from material 
misstatement, whether due to fraud or error, 
and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit 
conducted in accordance with International 
Standards on Auditing will always detect a 
material misstatement when it exists. 
Misstatements can arise from fraud or error and 
are considered material if, individually or in the 
aggregate, they could reasonably be expected 
to influence the economic decisions of users 
taken on the basis of these financial statements. 

As part of an audit in accordance with 
International Standards on Auditing, we 
exercise professional judgement and maintain 
professional scepticism throughout the audit. 
We also:

• Identify and assess the risks of material 
misstatement of the financial statements, 
whether due to fraud or error, design and 
perform audit procedures responsive to 

those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for 
our opinion. 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, intentional omissions, 
misrepresentations, or the override of internal 
control.      

• Obtain an understanding of internal control 
relevant to the audit 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 Bank’s internal control.   

• Evaluate the appropriateness of accounting 
policies used and the reasonableness of 
accounting estimates and related disclosures 
made by the Directors.    

• Conclude on the appropriateness of the 
Directors' use of the going concern basis of 
accounting and based on the audit evidence 
obtained, whether a material uncertainty exists 
related to events or conditions that may cast 
significant doubt on the Bank’s ability to 
continue as a going concern. If we conclude 
that a material uncertainty exists, we are 
required to draw attention in our auditor's 
report to the related disclosures in the financial 
statements or, if 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 Bank to cease to continue as a going 
concern. 

    
• Evaluate the overall presentation, structure and 

content of the financial statements, including 
the disclosures, and whether the financial 
statements represent the underlying 
transactions and events in a manner that 
achieves fair presentation.    
   

We communicate with the Directors regarding, 
among other matters, the planned scope and 
timing of the audit and significant audit findings, 
including any significant deficiencies in internal 
control that we identify during our audit.  

Report on Other Legal and Regulatory 
Requirements      

As required by the Commercial Code of Ethiopia 
and based on our audit, we report as follows:
      
(i) Pursuant to Article 349 (1) of the Commercial 
Code of Ethiopia and based on our reviews of 
the Board of Directors’ report, we have not 
noted any matter that we may wish to bring to 
your attention.      
 
(ii) Pursuant to Article 349 (2) of the 
Commercial Code of Ethiopia we recommend 
the financial statements for approval.   
 
The engagement partner on the audit resulting 
in this independent auditors' report is Tekeste 
Gebru.       
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30 June  2026 30 June 2025
Notes  ETB'000  ETB'000 

Interest income 5           10,147,196              7,024,867 
Interest expense 6            (3,571,146)            (2,249,819)
Net interest income             6,576,050              4,775,048 

Fees and commission income 7             5,105,985              3,336,316 

Fees and commission expense 7                 (65,942)                 (27,460)

Net fees and commission income             5,040,043              3,308,856 

Net gain on foreign exchange 8
            2,356,701              3,866,011 

Other operating income 9                273,112                186,268 
Total operating income           14,245,905            12,136,183 
Loan impairment charge 10               (103,561)               (187,559)
Impairment losses on other assets 11.a                 (40,025)                 (34,623)
Other provisions 11.b                 (18,607)               (234,992)

Net operating income           14,083,713            11,679,009 

Personnel expenses 12            (2,702,885)            (1,983,062)
Amortisation and impairment of intangible 
assets 21                 (61,909)                 (49,019)
Depreciation and impairment of property, 
plant and equipment 22               (234,165)               (193,019)
Depreciation Right use of asset 20               (209,415)               (175,580)
Other operating expenses 13            (1,573,366)            (1,066,253)
Profit before taxation            9,301,973             8,212,077 
Income tax expense 14a            (2,547,945)            (2,343,976)

Profit after income tax expense            6,754,027             5,868,101 

Other comprehensive income (OCI) net of income tax
Items that will not be subsequently reclassified into profit or loss:

Remeasurement gain/(loss) on defined 
benefit obligations 29                  (6,466)                 (24,607)
Deferred tax (liability)/asset on 
remeasurement loss 14                    1,940                    7,382 
Remeasurement gain/(loss) on equity 
investments 17                169,499                  29,147 
Deferred tax (liability)/asset on 
remeasurement gain 14                 (50,850)                   (8,744)

              114,123                    3,178 
Total comprehensive income for the year            6,868,150             5,871,278 

Basic and diluted earnings per share

The accounting policies and notes are an integral part of the financial statements.

31                      539                       683 
DPS
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We have audited the financial statements of 
Zemen Bank Share Company (the Bank), which 
comprise the statement of financial position as 
at June 30, 2026, statement of profit or loss 
and other comprehensive income, statement of 
changes in equity and statement of cash flows 
for the year then ended, and notes to the 
financial statements, including a summary of 
significant accounting policies.

In our opinion, the financial statements present 
fairly, in all material respects, the financial 
position of Zemen Bank Share Company as at 
June 30, 2026, and its financial performance 
and cash flows for the year then ended in 
accordance with International Financial 
Reporting Standards and the requirements of 
the provisions of the Commercial Code of 
Ethiopia.      
  
Basis for Opinion    

We conducted our audit in accordance with 
International Standards on Auditing. Our 
responsibilities under those standards are 
further described in the Auditors' 
Responsibilities for the Audit of the Financial 
Statements section of our report. We are 
independent of the Bank in accordance with the 
International Ethics Standards Board for 
Accountants’ International Code of Ethics for 
Professional Accountants (including 
International Independence Standards) (Parts 1, 
3 and 4A) (IESBA Code) and other 
independence requirements applicable to 
performing audits of financial statements in 
Ethiopia. We have fulfilled our other ethical 
responsibilities in accordance with the IESBA 
Code and in accordance with other ethical 
requirements applicable to performing audits in 
Ethiopia. We believe that the audit evidence we 
have obtained is sufficient and appropriate to 
provide a basis for our opinion.   
       

Key Audit Matters     
   
Key audit matters are those matters that, in our 
professional judgement, were of most 
significance in our audit of the financial 
statements of the current period. These matters 
were addressed in the context of our audit of 
the financial statements as a whole, and in 
forming our opinion thereon, and we do not 
provide a separate opinion on these matters.  
      
Estimation of Expected credit losses 
on loans and advances    
    
Loans and advances to customers compromise a 
significant portion of the Bank’s total assets. 
The estimation of Expected Credit Losses (ECL) 
on loans and advances requires management 
judgement in the assumptions that are applied 
in the models used to calculate ECL.   
     
The policies for estimating ECL are explained in 
notes 1.7 c (i) and 4.3.5 of the financial 
statements.    
 
Due to the significant impact of management 
judgements applied in calculating the ECL, we 
designate this as a key audit matter in our audit. 

The key areas where significant judgement has 
been exercised and therefore, an increased level 
of audit focus applied, include:   
      
• The assumptions applied in deriving the 

probabilities of default (PD), loss given 
default (LGD) and exposures at default 
(EAD) for the various segments.   

• The judgements made to determine the 
staging of facilities in line with IFRS 9. In 
particular, the identification of the 
Significant Increase in Credit Risk (“SICR”) 
and Default requires consideration of 
quantitative and qualitative criteria. This is a 
key area of judgement as this determines 
whether a 12-month or lifetime PD is used. 

Specific assumptions have been applied by 
management in determining the staging, PD 
and LGD for certain segments of the loan 
record.      
    

• The relevance of forward-looking information 
used in the models.    
   

• For certain individually assessed loans and 
advances, judgement is exercised in the 
consideration of quantitative and qualitative 
factors.      

How our audit address the key audit 
matter
   
• We obtained the Bank’s methodology for 

determining ECL, including enhancements in 
the year, and evaluated this against the 
requirements of IFRS 9.    
   

• We tested how the Bank extract loan status 
applied in classifying the loans balance into the 
three stages required by IFRS 9. For a sample of 
loans, we checked loan status applied in the 
model. In addition, we assessed the qualitative 
information applied by the Bank in 
determining the appropriate staging.  
     

• We obtained an understanding of the basis 
used to determine the probabilities of default. 
We tested the completeness and accuracy of 
the historical data used in derivation of PDs 
and LGDs and recalculated the same on a 
sample basis.     
  

• We reviewed the approach used to estimate 
LGD at each point during the life of the 
exposure including time to realization and the 
recovery rate calculations. In addition, for 
secured facilities, we agreed the collateral 
values used in the ECL model to internal valuer 
reports.

  
• We tested, on a sample basis, the 

reasonableness of EAD for both on and 
off-balance sheet exposures.   
    

• For forward-looking information, we assessed 
the appropriateness of the model, including 

assumptions applied; we corroborated the 
data using publicly available information; 
and assessed the reasonableness of the 
weightings applied to different scenarios to 
reflect the impact of current developments. 
       
 

• We assessed whether the disclosure in the 
financial statements on the key judgements 
and assumptions were adequate.   
    

Reliance on Information & Communi-
cations Technology (ICT) systems and 
applications for financial control and 
reporting      
  
The Bank’s financial control, accounting and 
reporting processes are heavily dependent on 
complex information and communications 
technology systems and applications. 
Specifically, the calculation, recording, and 
financial reporting of financial transactions and 
balances are significantly dependent on 
automated processes.     

Weaknesses in the design and operating 
effectiveness of the automated accounting 
procedures and related IT dependent manual 
controls could result in material errors in the 
financial information, which makes this an area 
of focus.      
 
Our audit focus on information and 
communications technology systems and 
applications and controls over financial 
reporting included the following areas:  
      
• management of logical access to critical 

systems including privileged access.   
     

• controls over changes of programs.  
     

• automated application controls for 
transaction processing, accounting, and 
financial reporting.     
    

How our audit address the key audit 
matter  
•  Evaluated and tested both the design and 

operational effectiveness of controls 

ensuring the integrity of IT systems and 
applications that are pertinent to financial 
accounting and reporting.    
   

• We also examined specific aspects of IT system 
security, including the management of logical 
access and the segregation of duties.  
     

• When we identified deficiencies in either the 
design or operational effectiveness of controls, 
we adjusted our audit approach. This involved 
testing compensating controls or intensifying 
our detailed testing. These additional measures 
helped address the deficiencies or provided 
greater assurance for the audit.   
    

•  We verified any manual adjustments made to 
information produced by IT systems and 
applications, evaluating their appropriateness. 
Additionally, we rechecked automated controls 
and calculations performed by core banking 
systems and other major applications to 
confirm that they function correctly and as 
intended.      
 

Other Information     
 
The other information comprises the information 
included in the Annual Report for the year ended 
June 30, 2026, which includes the Directors' 
Report as required by the provisions of the 
Commercial Code of Ethiopia. The other 
information does not include the financial 
statements and our auditors' report thereon. Our 
opinion on the financial statements does not cover 
the other information and we do not express an 
audit opinion or any form of assurance conclusion 
thereon.      

In connection with our audit of the financial 
statements, our responsibility is to read the other 
information and, in doing so, consider whether the 
other information is materially inconsistent with 
the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be 
materially misstated. If, based on the work we have 
performed, we conclude that there is a material 
misstatement of this other information, we are 
required to report that fact. We have nothing to 
report in this regard.    

Responsibilities of the Directors' for 
the Financial Statements    
    
The Directors are responsible for the 
preparation and fair presentation of the 
financial statements in accordance with 
International Financial Reporting Standards and 
the requirements of the Commercial Code of 
Ethiopia, and for such internal control as the 
Directors determine is necessary to enable the 
preparation of financial statements that are free 
from material misstatement, whether due to 
fraud or error.      
 
In preparing the financial statements, the 
Directors are responsible for assessing the 
Bank’s ability to continue as a going concern, 
disclosing, as applicable, matters related to 
going concern and using the going concern 
basis of accounting unless the Directors either 
intend to liquidate the Bank or to cease 
operations, or have no realistic alternative but 
to do so.      

Auditors' Responsibilities for the Audit 
of the Financial Statements   
  
Our objectives are to obtain reasonable 
assurance about whether the financial 
statements as a whole are free from material 
misstatement, whether due to fraud or error, 
and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit 
conducted in accordance with International 
Standards on Auditing will always detect a 
material misstatement when it exists. 
Misstatements can arise from fraud or error and 
are considered material if, individually or in the 
aggregate, they could reasonably be expected 
to influence the economic decisions of users 
taken on the basis of these financial statements. 

As part of an audit in accordance with 
International Standards on Auditing, we 
exercise professional judgement and maintain 
professional scepticism throughout the audit. 
We also:

• Identify and assess the risks of material 
misstatement of the financial statements, 
whether due to fraud or error, design and 
perform audit procedures responsive to 

those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for 
our opinion. 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, intentional omissions, 
misrepresentations, or the override of internal 
control.      

• Obtain an understanding of internal control 
relevant to the audit 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 Bank’s internal control.   

• Evaluate the appropriateness of accounting 
policies used and the reasonableness of 
accounting estimates and related disclosures 
made by the Directors.    

• Conclude on the appropriateness of the 
Directors' use of the going concern basis of 
accounting and based on the audit evidence 
obtained, whether a material uncertainty exists 
related to events or conditions that may cast 
significant doubt on the Bank’s ability to 
continue as a going concern. If we conclude 
that a material uncertainty exists, we are 
required to draw attention in our auditor's 
report to the related disclosures in the financial 
statements or, if 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 Bank to cease to continue as a going 
concern. 

    
• Evaluate the overall presentation, structure and 

content of the financial statements, including 
the disclosures, and whether the financial 
statements represent the underlying 
transactions and events in a manner that 
achieves fair presentation.    
   

We communicate with the Directors regarding, 
among other matters, the planned scope and 
timing of the audit and significant audit findings, 
including any significant deficiencies in internal 
control that we identify during our audit.  

Report on Other Legal and Regulatory 
Requirements      

As required by the Commercial Code of Ethiopia 
and based on our audit, we report as follows:
      
(i) Pursuant to Article 349 (1) of the Commercial 
Code of Ethiopia and based on our reviews of 
the Board of Directors’ report, we have not 
noted any matter that we may wish to bring to 
your attention.      
 
(ii) Pursuant to Article 349 (2) of the 
Commercial Code of Ethiopia we recommend 
the financial statements for approval.   
 
The engagement partner on the audit resulting 
in this independent auditors' report is Tekeste 
Gebru.       
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AS AT 30 JUNE 2026 (In Ethiopian Birr)

30 June 2026 30 June 2025
Notes  ETB'000  ETB'000 

ASSETS

Cash and cash equivalents 15                50,296,646                    33,894,004 
Loans and advances to customers (net) 16                51,727,717                    41,526,316 
Asset held for sale 19                         1,238                            4,139 
Investments at fair value through OCI 17                  1,000,156                         815,234 
Investment at amortized cost 17                  7,149,990                      6,790,608 
Other assets 18                  2,406,748                      1,462,374 
Right of use asset 20                     825,956                         725,567 
Intangible assets 21                     250,659                         254,026 
Property, plant and equipment 22                  2,887,684                      2,894,571 

Total assets            116,546,794                  88,366,839 

EQUITY AND LIABILITIES

LIABILITIES
Deposits from customers (Net) 24 & 25                84,850,013                    64,208,501 
Deposits from other banks 23                     188,050                         227,061 
Current tax liabilities 14c                  1,360,362                      2,335,613 
Other liabilities 26                  3,386,336                      2,623,329 
Lease liabilities 28                     115,838                         134,449 
Borrowings 27                     285,302                          95,540 
Defined benefit obligations 29                     159,457                         129,074 
Deferred tax liabilities 14E                     245,392                         179,154 
Total liabilities              90,590,750                  69,932,721 

EQUITY
Share capital 30b                14,287,986                      9,390,451 
Share premium 30c                         6,784                               906 
Special reserve 30d                              -                           143,024 
Retained earnings 32                  4,571,238                      4,106,579 
Legal reserve 33                  5,451,281                      3,762,774 
Regulatory risk reserve 34                  1,120,611                         626,363 
Other reserve 35                     518,144                         404,021 
Total equity              25,956,044                  18,434,118 
Total equity and liabilities            116,546,794                  88,366,839 

Eneye Bemir 
Chairperson of Board of Directors 

Dereje Zebene
President/CEO

The accounting policies and notes are an integral part of the financial statements.

The financial statements and the notes on were approved and authorised for issue by the Board of Directors on 
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September 25, 2026 and were signed on its behalf by:

We have audited the financial statements of 
Zemen Bank Share Company (the Bank), which 
comprise the statement of financial position as 
at June 30, 2026, statement of profit or loss 
and other comprehensive income, statement of 
changes in equity and statement of cash flows 
for the year then ended, and notes to the 
financial statements, including a summary of 
significant accounting policies.

In our opinion, the financial statements present 
fairly, in all material respects, the financial 
position of Zemen Bank Share Company as at 
June 30, 2026, and its financial performance 
and cash flows for the year then ended in 
accordance with International Financial 
Reporting Standards and the requirements of 
the provisions of the Commercial Code of 
Ethiopia.      
  
Basis for Opinion    

We conducted our audit in accordance with 
International Standards on Auditing. Our 
responsibilities under those standards are 
further described in the Auditors' 
Responsibilities for the Audit of the Financial 
Statements section of our report. We are 
independent of the Bank in accordance with the 
International Ethics Standards Board for 
Accountants’ International Code of Ethics for 
Professional Accountants (including 
International Independence Standards) (Parts 1, 
3 and 4A) (IESBA Code) and other 
independence requirements applicable to 
performing audits of financial statements in 
Ethiopia. We have fulfilled our other ethical 
responsibilities in accordance with the IESBA 
Code and in accordance with other ethical 
requirements applicable to performing audits in 
Ethiopia. We believe that the audit evidence we 
have obtained is sufficient and appropriate to 
provide a basis for our opinion.   
       

Key Audit Matters     
   
Key audit matters are those matters that, in our 
professional judgement, were of most 
significance in our audit of the financial 
statements of the current period. These matters 
were addressed in the context of our audit of 
the financial statements as a whole, and in 
forming our opinion thereon, and we do not 
provide a separate opinion on these matters.  
      
Estimation of Expected credit losses 
on loans and advances    
    
Loans and advances to customers compromise a 
significant portion of the Bank’s total assets. 
The estimation of Expected Credit Losses (ECL) 
on loans and advances requires management 
judgement in the assumptions that are applied 
in the models used to calculate ECL.   
     
The policies for estimating ECL are explained in 
notes 1.7 c (i) and 4.3.5 of the financial 
statements.    
 
Due to the significant impact of management 
judgements applied in calculating the ECL, we 
designate this as a key audit matter in our audit. 

The key areas where significant judgement has 
been exercised and therefore, an increased level 
of audit focus applied, include:   
      
• The assumptions applied in deriving the 

probabilities of default (PD), loss given 
default (LGD) and exposures at default 
(EAD) for the various segments.   

• The judgements made to determine the 
staging of facilities in line with IFRS 9. In 
particular, the identification of the 
Significant Increase in Credit Risk (“SICR”) 
and Default requires consideration of 
quantitative and qualitative criteria. This is a 
key area of judgement as this determines 
whether a 12-month or lifetime PD is used. 

Specific assumptions have been applied by 
management in determining the staging, PD 
and LGD for certain segments of the loan 
record.      
    

• The relevance of forward-looking information 
used in the models.    
   

• For certain individually assessed loans and 
advances, judgement is exercised in the 
consideration of quantitative and qualitative 
factors.      

How our audit address the key audit 
matter
   
• We obtained the Bank’s methodology for 

determining ECL, including enhancements in 
the year, and evaluated this against the 
requirements of IFRS 9.    
   

• We tested how the Bank extract loan status 
applied in classifying the loans balance into the 
three stages required by IFRS 9. For a sample of 
loans, we checked loan status applied in the 
model. In addition, we assessed the qualitative 
information applied by the Bank in 
determining the appropriate staging.  
     

• We obtained an understanding of the basis 
used to determine the probabilities of default. 
We tested the completeness and accuracy of 
the historical data used in derivation of PDs 
and LGDs and recalculated the same on a 
sample basis.     
  

• We reviewed the approach used to estimate 
LGD at each point during the life of the 
exposure including time to realization and the 
recovery rate calculations. In addition, for 
secured facilities, we agreed the collateral 
values used in the ECL model to internal valuer 
reports.

  
• We tested, on a sample basis, the 

reasonableness of EAD for both on and 
off-balance sheet exposures.   
    

• For forward-looking information, we assessed 
the appropriateness of the model, including 

assumptions applied; we corroborated the 
data using publicly available information; 
and assessed the reasonableness of the 
weightings applied to different scenarios to 
reflect the impact of current developments. 
       
 

• We assessed whether the disclosure in the 
financial statements on the key judgements 
and assumptions were adequate.   
    

Reliance on Information & Communi-
cations Technology (ICT) systems and 
applications for financial control and 
reporting      
  
The Bank’s financial control, accounting and 
reporting processes are heavily dependent on 
complex information and communications 
technology systems and applications. 
Specifically, the calculation, recording, and 
financial reporting of financial transactions and 
balances are significantly dependent on 
automated processes.     

Weaknesses in the design and operating 
effectiveness of the automated accounting 
procedures and related IT dependent manual 
controls could result in material errors in the 
financial information, which makes this an area 
of focus.      
 
Our audit focus on information and 
communications technology systems and 
applications and controls over financial 
reporting included the following areas:  
      
• management of logical access to critical 

systems including privileged access.   
     

• controls over changes of programs.  
     

• automated application controls for 
transaction processing, accounting, and 
financial reporting.     
    

How our audit address the key audit 
matter  
•  Evaluated and tested both the design and 

operational effectiveness of controls 

ensuring the integrity of IT systems and 
applications that are pertinent to financial 
accounting and reporting.    
   

• We also examined specific aspects of IT system 
security, including the management of logical 
access and the segregation of duties.  
     

• When we identified deficiencies in either the 
design or operational effectiveness of controls, 
we adjusted our audit approach. This involved 
testing compensating controls or intensifying 
our detailed testing. These additional measures 
helped address the deficiencies or provided 
greater assurance for the audit.   
    

•  We verified any manual adjustments made to 
information produced by IT systems and 
applications, evaluating their appropriateness. 
Additionally, we rechecked automated controls 
and calculations performed by core banking 
systems and other major applications to 
confirm that they function correctly and as 
intended.      
 

Other Information     
 
The other information comprises the information 
included in the Annual Report for the year ended 
June 30, 2026, which includes the Directors' 
Report as required by the provisions of the 
Commercial Code of Ethiopia. The other 
information does not include the financial 
statements and our auditors' report thereon. Our 
opinion on the financial statements does not cover 
the other information and we do not express an 
audit opinion or any form of assurance conclusion 
thereon.      

In connection with our audit of the financial 
statements, our responsibility is to read the other 
information and, in doing so, consider whether the 
other information is materially inconsistent with 
the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be 
materially misstated. If, based on the work we have 
performed, we conclude that there is a material 
misstatement of this other information, we are 
required to report that fact. We have nothing to 
report in this regard.    

Responsibilities of the Directors' for 
the Financial Statements    
    
The Directors are responsible for the 
preparation and fair presentation of the 
financial statements in accordance with 
International Financial Reporting Standards and 
the requirements of the Commercial Code of 
Ethiopia, and for such internal control as the 
Directors determine is necessary to enable the 
preparation of financial statements that are free 
from material misstatement, whether due to 
fraud or error.      
 
In preparing the financial statements, the 
Directors are responsible for assessing the 
Bank’s ability to continue as a going concern, 
disclosing, as applicable, matters related to 
going concern and using the going concern 
basis of accounting unless the Directors either 
intend to liquidate the Bank or to cease 
operations, or have no realistic alternative but 
to do so.      

Auditors' Responsibilities for the Audit 
of the Financial Statements   
  
Our objectives are to obtain reasonable 
assurance about whether the financial 
statements as a whole are free from material 
misstatement, whether due to fraud or error, 
and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit 
conducted in accordance with International 
Standards on Auditing will always detect a 
material misstatement when it exists. 
Misstatements can arise from fraud or error and 
are considered material if, individually or in the 
aggregate, they could reasonably be expected 
to influence the economic decisions of users 
taken on the basis of these financial statements. 

As part of an audit in accordance with 
International Standards on Auditing, we 
exercise professional judgement and maintain 
professional scepticism throughout the audit. 
We also:

• Identify and assess the risks of material 
misstatement of the financial statements, 
whether due to fraud or error, design and 
perform audit procedures responsive to 

those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for 
our opinion. 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, intentional omissions, 
misrepresentations, or the override of internal 
control.      

• Obtain an understanding of internal control 
relevant to the audit 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 Bank’s internal control.   

• Evaluate the appropriateness of accounting 
policies used and the reasonableness of 
accounting estimates and related disclosures 
made by the Directors.    

• Conclude on the appropriateness of the 
Directors' use of the going concern basis of 
accounting and based on the audit evidence 
obtained, whether a material uncertainty exists 
related to events or conditions that may cast 
significant doubt on the Bank’s ability to 
continue as a going concern. If we conclude 
that a material uncertainty exists, we are 
required to draw attention in our auditor's 
report to the related disclosures in the financial 
statements or, if 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 Bank to cease to continue as a going 
concern. 

    
• Evaluate the overall presentation, structure and 

content of the financial statements, including 
the disclosures, and whether the financial 
statements represent the underlying 
transactions and events in a manner that 
achieves fair presentation.    
   

We communicate with the Directors regarding, 
among other matters, the planned scope and 
timing of the audit and significant audit findings, 
including any significant deficiencies in internal 
control that we identify during our audit.  

Report on Other Legal and Regulatory 
Requirements      

As required by the Commercial Code of Ethiopia 
and based on our audit, we report as follows:
      
(i) Pursuant to Article 349 (1) of the Commercial 
Code of Ethiopia and based on our reviews of 
the Board of Directors’ report, we have not 
noted any matter that we may wish to bring to 
your attention.      
 
(ii) Pursuant to Article 349 (2) of the 
Commercial Code of Ethiopia we recommend 
the financial statements for approval.   
 
The engagement partner on the audit resulting 
in this independent auditors' report is Tekeste 
Gebru.       
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AS AT 30 JUNE 2026 (In Ethiopian Birr)

30 June 2026 30 June 2025
Notes  ETB'000  ETB'000 

ASSETS

Cash and cash equivalents 15                50,296,646                    33,894,004 
Loans and advances to customers (net) 16                51,727,717                    41,526,316 
Asset held for sale 19                         1,238                            4,139 
Investments at fair value through OCI 17                  1,000,156                         815,234 
Investment at amortized cost 17                  7,149,990                      6,790,608 
Other assets 18                  2,406,748                      1,462,374 
Right of use asset 20                     825,956                         725,567 
Intangible assets 21                     250,659                         254,026 
Property, plant and equipment 22                  2,887,684                      2,894,571 

Total assets            116,546,794                  88,366,839 

EQUITY AND LIABILITIES

LIABILITIES
Deposits from customers (Net) 24 & 25                84,850,013                    64,208,501 
Deposits from other banks 23                     188,050                         227,061 
Current tax liabilities 14c                  1,360,362                      2,335,613 
Other liabilities 26                  3,386,336                      2,623,329 
Lease liabilities 28                     115,838                         134,449 
Borrowings 27                     285,302                          95,540 
Defined benefit obligations 29                     159,457                         129,074 
Deferred tax liabilities 14E                     245,392                         179,154 
Total liabilities              90,590,750                  69,932,721 

EQUITY
Share capital 30b                14,287,986                      9,390,451 
Share premium 30c                         6,784                               906 
Special reserve 30d                              -                           143,024 
Retained earnings 32                  4,571,238                      4,106,579 
Legal reserve 33                  5,451,281                      3,762,774 
Regulatory risk reserve 34                  1,120,611                         626,363 
Other reserve 35                     518,144                         404,021 
Total equity              25,956,044                  18,434,118 
Total equity and liabilities            116,546,794                  88,366,839 

Eneye Bemir 
Chairperson of Board of Directors 

Dereje Zebene
President/CEO

The accounting policies and notes are an integral part of the financial statements.

The financial statements and the notes on were approved and authorised for issue by the Board of Directors on 
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STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED 30 JUNE 2025 (In Ethiopian Birr)

 30 June 2025  30 June 2024 
Notes ETB'000 ETB'000

Cash flows from operating activities
Cash generated from operations 35           20,585,103          6,127,479 

Defined benefits paid 28c (5,370)                -                   
Income tax paid 14c (925,258)            (698,153)          

Net cash inflow from operating activities         19,654,475         5,429,326 

Cash flows from investing activities

Purchase of investment securities 17 (2,331,960)         (1,145,619)        

Purchase of intangible assets 21 (104,703)            (71,008)            

Purchase of property, plant and equipment 22 (582,501)            (786,119)          

Purchase of additional equity investments 17 (2,179)                (116,216)          

Prepayments of Right of Use Assets 19 (311,798)            (258,696)          

Proceeds from sale of property, plant and equipment 35                   3,616                 2,716 

Net cash (outflow)/inflow from investing activities (3,329,525)       (2,374,943)     

Cash flows from financing activities

Proceeds from issues of shares 29            1,935,270          2,455,181 

Proceeds from borrowings 26                 70,394             625,486 
Payments of loan 26              (650,379)              (27,788)

Receipt ( Payments) of lease liabilities 27 65,199                (26,188)            

Dividend paid 31 (1,679,726)         (1,352,661)        

Net cash (outflow)/ inflow from financing activities            (259,241)         1,674,029 

Total cash movement for the year         16,065,709         4,728,412 

Cash and cash equivalents at the beginning of the year 15           13,962,284          8,914,774 

Foreign exchange gains on cash and cash equivalents 8
           3,866,011             319,098 

Cash and cash equivalents at the end of the year 15         33,894,004       13,962,284 

Zemen Bank Share Company

Statement of Cash Flows
For the Year Ended June 30, 2025

The accounting policies on pages 45 to 80, and the notes on pages 81 to 130,form an integral part of the financial
statements.
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STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD ENDED 30 JUNE 2026 (In Ethiopian Birr)
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Share 
capital

Share 
premium

Special 
reserve

Retained 
earnings

Regulatory 
risk reserve

Other 
reserve

Legal 
reserve Total

ETB'000 ETB'000 ETB'000 ETB'000 ETB'000 ETB'000 ETB'000 ETB'000

Balance as at 1 July 2024              7,455,181            906            97,672        1,679,726         331,866                     400,843       2,295,749        12,261,943 

Profit for the period                         -               -                    -           5,868,101                 -                              -                    -            5,868,101 

Other comprehensive income:

                        -               -                    -                      -                   -                      (17,225)                  -   (17,225)            

                        -               -                    -                   -                        20,403                  -                20,403 
Total comprehensive income for the period                            -                 -                      -                        -                     -                           3,178                    -                   3,178 

Transaction with owners in their capacity as owners

Dividends paid                         -               -                    -          (1,679,726)                 -                              -                    -   (1,679,726)       

Proceeds from issue of shares              1,935,270             -                    -                      -                   -                              -                    -            1,935,270 

Transfer to legal reserve                         -               -                    -          (1,467,025)                 -                              -         1,467,025 -                  

                        -               -                    -            (116,258)        116,258 -                  

                        -               -                    -            (178,239)        178,239                            -                    -   -                  

Special reserve transferred from Retained 
earning                         -               -              45,353                    -                   -                              -                    -                45,353 

             1,935,270               -              45,353      (3,441,248)        294,496                               -         1,467,025             300,896 

Balance as at 30 June 2025              9,390,451            906          143,024        4,106,579         626,362                     404,021       3,762,774        18,434,118 

Balance as at 1 July 2025              9,390,451            906          143,024        4,106,579         626,362                     404,021       3,762,774        18,434,118 

Profit for the period                         -               -                    -           6,754,027                 -                              -                    -            6,754,027 

Other comprehensive income:

                        -               -                    -                      -                   -                        (4,526)                  -   (4,526)              

                        -               -                    -                   -                      118,649                  -               118,649 

Total comprehensive income for the period                            -                 -                      -                        -                     -                       114,123                    -               114,123 

Transaction with owners in their capacity as owners

Dividends paid                         -               -                    -          (4,106,579)                 -                              -                    -   (4,106,579)       

Proceeds from issue of shares              4,897,535         5,878                  -                      -                   -                              -                    -            4,903,413 

Transfer to legal reserve                         -               -                    -          (1,688,507)                 -                              -         1,688,507 -                  

                        -               -                    -   

         (108,480)        108,480 

                           -                    -   -                  

                        -               -                    -                      -                  (33)                            -                    -   (33)                  

                        -               -                    -   

         (385,802)        385,802 

                           -                    -   -                  

Special reserve transferred to Retained earning                         -               -           (143,024)                    -                   -                              -                    -   (143,024)          

             4,897,535         5,878        (143,024)     (6,289,368)        494,249                               -         1,688,507             653,777 

Balance as at 30 June  2026            14,287,986         6,784                    -          4,571,238      1,120,611                     518,144       5,451,281        25,956,044 

Total transaction with owners in their
 capacity as owners

Re-measurement Loss on defined benefit 
plans (net of tax)
Re-ameasurement gain on equity 
investment (net of tax)

Re-measurement Loss on defined benefit 
plans (net of tax)

Suspended interest transfer to regulatory 
risk reserve

Suspended interest transfer to regulatory 
risk reserve

Total transaction with owners in their capacity as owners

Re-measurement gain on equity 
investment (net of tax)

Loan provision transfer to regulatory risk 
reserve

Loan provision transfer to regulatory risk reserve
Adjustement on loan provision transfer to 
regulatory risk reserve

The accounting policies and notes are an integral part of the financial statements.

45  moc.knabnemez.www

Corporate information 
      
Zemen Bank Share Company was established in Addis Ababa in 2008 and registered as a share 
company in accordance with the provisions of the Licensing and Supervision of Banking Business 
Proclamation no. 592/2008 (amended proclamation no. 1360/2025) and the Commercial Code of 
Ethiopia. The headquarter of the bank is located at:      
 
Ras Abebe Aregay Road       
P.O.Box 1212       
Lideta Sub-city, Woreda 07, House No. New       
Addis Ababa, Ethiopia
       
The Bank is principally engaged in the provision of diverse range of financial products and services 
to a wholesale, retail and SME clients based in Ethiopian market.     
       

1 Summary of material accounting policies     

1.1 Introduction to summary of material accounting policies   

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

1.2 Basis of preparation    

The financial statements have been prepare on the going concern basis in accordance with Interna-
tional Financial Reporting Standards (“IFRS”) and International reporting interpretation committee 
(‘’ IFRIC’’) issued and effective at the time of preparing these financial statements and the provision 
of the licensing and supervision of the Banking Business Proclamation and the commercial code of 
Ethiopia.       

The financial statements have been prepared on the historical cost convention, unless otherwise 
stated in the accounting policies which follow and incorporate the principal policy set out below.   
      
The financial statements comprise the statement of profit or loss and other comprehensive income, 
the statement of financial position, the statement of changes in equity, the statement of cash flows 
and the notes to the financial statements.       
        
The financial statements are presented in thousands of Ethiopian Birr (‘’ETB’’), which is the Bank 
functional currency, except when otherwise indicated. These accounting policies consistent with 
the previous period.       

STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED 30 JUNE 2026 (In Ethiopian Birr)

 30 June 2026  30 June 2025 
Notes ETB'000 ETB'000

Cash flows from operating activities

Cash generated from operations 36                               17,625,818         20,585,103 

Defined benefits paid 29C (3,739)                                    (5,370)               

Income tax paid 14C (3,504,540)                              (925,258)           

Net cash inflow from operating activities                            14,117,539       19,654,475 

Cash flows from investing activities

Purchase of investment securities 17 (359,500)                                (2,331,960)        

Purchase of intangible assets 21 (58,542)                                  (104,703)           

Purchase of property, plant and equipment 22 (228,935)                                (582,501)           

Purchase of additional equity investments 17 (15,424)                                  (2,179)               

Prepayments of Right of Use Assets 20 (360,870)                                (311,798)           

Proceeds from sale of property, plant and equipment 36                                            34                  3,616 

Net cash (outflow)/inflow from investing activities (1,023,236)                           (3,329,525)     

Cash flows from financing activities

Proceeds from issues of shares 30                                 4,897,535           1,935,270 

Proceeds from shares Premium 30                                       5,878                       -   

Proceeds from borrowings 27                                    253,509                70,394 

Payments of loan 27                                    (80,094)            (650,379)

Receipt ( Payments) of lease liabilities 28                                    (18,611) 65,199              

Dividend paid 32 (4,106,579)                              (1,679,726)        

Net cash (outflow)/ inflow from financing activities                                  951,638          (259,241)

Total cash movement for the year                            14,045,941       16,065,709 

Cash and cash equivalents at the beginning of the 
year 15                               33,894,004         13,962,284 

Foreign exchange gains on cash and cash 
equivalents 8                                 2,356,701           3,866,011 
Cash and cash equivalents at the end of the 
year 15                            50,296,646       33,894,004 

The accounting policies and notes are an integral part of the financial statements.
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The accounting policies on pages 46 to 81, and the notes on pages 81 to 129, form an integral part of 
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The accounting policies on pages 46 to 81, and the notes on pages 81 to 129, form an integral part of 
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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FOR THE YEAR ENDED JUNE 30,2026FOR THE YEAR ENDED JUNE 30,2026

Corporate information 
      
Zemen Bank Share Company was established in Addis Ababa in 2008 and registered as a share company 
in accordance with the provisions of the Licensing and Supervision of Banking Business Proclamation 
no. 592/2008 (amended proclamation no. 1360/2025) and the Commercial Code of Ethiopia. The 
headquarter of the bank is located at: 
      
Ras Abebe Aregay Road       
P.O.Box 1212       
Lideta Sub-city, Woreda 07, House No. New       
Addis Ababa, Ethiopia       
        
The Bank is principally engaged in the provision of diverse range of financial products and services to 
a wholesale, retail and SME clients based in Ethiopian market.      
 
        
1 Summary of material accounting policies      
 
1.1 Introduction to summary of material accounting policies    
   
The principal accounting policies applied in the preparation of these financial statements are set 
out below. These policies have been consistently applied to all the years presented, unless otherwise 
stated.       
        
1.2 Basis of preparation       
        
The financial statements have been prepare on the going concern basis in accordance with International 
Financial Reporting Standards (“IFRS”) and International reporting interpretation committee (‘’ IFRIC’’) 
issued and effective at the time of preparing these financial statements and the provision of the 
licensing and supervision of the Banking Business Proclamation and the commercial code of Ethiopia. 
      
The financial statements have been prepared on the historical cost convention, unless otherwise stated 
in the accounting policies which follow and incorporate the principal policy set out below.     
    
The financial statements comprise the statement of profit or loss and other comprehensive income, the 
statement of financial position, the statement of changes in equity, the statement of cash flows and 
the notes to the financial statements.       
        
The financial statements are presented in thousands of Ethiopian Birr (‘’ETB’’), which is the Bank 
functional currency, except when otherwise indicated. These accounting policies consistent with the 
previous period.
       

1.3 Significant accounting judgements, assumptions and source of estimation    
          uncertainty       
        
The preparation of the Bank’s financial statements requires management to make judgments, estimates, 
and assumptions that affect the application of policies and reported amount of revenues, expenses, 
assets and liabilities, and the accompanying disclosures, as well as the disclosure of contingent liabilities. 
These estimates and associated assumptions are based on experience and various other factors that are 
believed to be reasonable under the circumstances. Actual results may differ from the estimates. The 
estimates and the underlying assumptions are reviewed on an ongoing basis. Revision to the accounting 
estimates are recognised in the period in which the estimates are revised and future period affected.   
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:

• Capital management (note 4.8)
•  Financial risk management (note 4.1)
• Sensitivity analyses disclosures (note 4.6.1       
             
1.3.1 Critical judgements in determining lease term      
 
The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not been 
included in the lease liability because it is not reasonably certain that the leases will be extended (or not 
terminated).       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs which 
affects this assessment and that is within the control of the lessee. During the current financial year, the 
financial effect of revising lease terms to reflect the effect of exercise extension and termination options 
was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)        
             
1.3.2 Key sources of estimation uncertainty      
 
The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank based 
its assumptions and estimates on parameters available when the financial statements were prepared. 
Existing circumstances and assumptions about future developments, however, may change due to 
market changes or circumstances beyond the control of the Bank. Such changes are reflected in the 
assumptions when they occur.       
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 

46   moc.knabnemez.www 46   moc.knabnemez.www

1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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FOR THE YEAR ENDED JUNE 30,2026FOR THE YEAR ENDED JUNE 30,2026

(a) Impairment losses on loans and advances      
 
The Bank reviews its loan portfolios to assess impairment on an ongoing basis. Where impairment 
has been identified, an allowance for impairment is recorded. The allowance is based on the ECLs 
associated with the probability of default in the next twelve months unless there has been a significant 
increase in credit risk since origination in which case loan allowance is measured at an amount equal 
to lifetime ECL.        

If the financial asset meets the definition of Purchased or Originated Credit Impaired (POCL), the 
allowance is based on the change in the ECLs over the life of the asset. The Bank generally considers a 
debt security to have low credit risk when their credit risk rating is equivalent to the globally understood 
definition of ‘investment grade’. Loss allowances on such low credit risk instrument are recognized at 
the equivalent of 12-month ECL.        

The measurement of the expected credit loss allowance for financial assets measured at amortized cost 
and FVTOCI is an area that requires the use of complex models and significant assumptions about future 
economic conditions and credit behaviour (e.g. the likelihood of customers defaulting and the resulting 
losses). A number of significant judgements are also required in applying the accounting requirements 
for measuring ECL, such as the expected life of the instrument, determination of significant increase in 
credit risk, selection of appropriate macro-economic variables and other forward–looking information, 
etc.        

Determining criteria for Significant Increase in Credit Risk (SICR) and choosing appropriate models and 
assumptions for the measurement of ECL requires forward-looking information. In assessing SICR, the 
Bank has performed historical analysis and identified the key economic variables impacting credit risk 
and expected credit losses for each portfolio. These economic variables and their associated impact on 
the Probability of Default (PD), Exposure at Default (EAD) and Loss Given Default (LGD) vary by financial 
instrument. Expert judgment has been applied in this process.      
 
The use of historical loss experience is supplemented with significant Director’s judgment to assess 
whether current economic and credit conditions are such that the actual level of inherent losses is likely 
to differ from that suggested by historical experience. In normal circumstances, historical experience 
provides objective and relevant information from which to assess inherent loss within each portfolio. 
In other circumstances, historical loss experience provides less relevant information about the inherent 
loss in a given portfolio at the balance sheet date, for example, where there have been changes in 
economic conditions such that the most recent trends in risk factors are not fully reflected in the 
historical information. In these circumstances, such risk factors taken into account when calculating 
the appropriate levels of impairment allowances, by adjusting the impairment loss derived solely from 
historical loss experience.        

The estimation of impairment losses is subject to uncertainty, which has increased in the current economic 
environment and is highly sensitive to factors such as the level of economic activity, unemployment 
rates, property price trends, and interest rates. The assumptions underlying this judgment are highly 
subjective. The methodology and the assumptions used in calculating impairment losses are reviewed 
regularly in the light of differences between loss estimates and actual loss experience.    
    
        

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

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

The principal or the most advantageous market must be accessible by the Bank.
     
All financial instruments are initially recognized as fair value, which is the transaction price. Subsequent 
to initial recognition, some of the Bank’s financial instruments are carried at fair value. The fair values 
of quoted financial instruments in active markets are based on current prices with no subjective 
judgment. If the market for financial instruments doesn’t exist or is not active, the Bank establishes 
fair value by using valuation techniques. These include the use of recent arm’s-length transactions, 
discounted cash flow analysis, option pricing models and other valuation techniques commonly used 
by market participants. Where representative prices are unreliable because of illiquid markets, the 
determination of fair value may require estimation of certain parameters, which are calibrated against 
industry standards and observable market data, or the use of valuation models that are based on 
observable market data. Expert Judgment has been applied in this process.     
       
( c) Impairment        
        
The Bank measures the loss allowance for other assets which do not contain a significant financing 
component at an amount equal to lifetime expected credit losses (lifetime ECL). The loss allowance for all 
other assets is measured at lifetime ECL when there has been a significant increase in credit risk since initial 
recognition. If the credit risk on these receivables has not increased significantly since initial recognition, 
then the loss allowance for those receivables is measured at 12 month expected credit losses (12-month 
ECL). Lifetime ECL represent the expected credit losses that will result from all possible default events 
over the expected life of loan. In contrast,12 Month ECL represents the portion of Lifetime ECL that is 
expected to result from default events on loan that are possible within 12 months after the reporting date. 
 
In order to assess whether to apply lifetime ECL or 12-month ECL to other assets which do have a 
significant financing component, the Bank considers whether there has been a significant increase in 
the risk of a default occurring since initial recognition rather than at evidence of receivable being credit 
impaired at the reporting date or of an actual default occurring.      
        
(d) Useful lives of property, plant and equipment      
 
Directors assesses the appropriateness of the useful lives of property, plant and equipment at the end 
of each reporting period. The useful lives of office building, motor vehicles, furniture and computer 
equipment are determined based on Bank’s replacement policies for the various assets. Individual 
assets within these classes, which have a significant carrying amount are assessed separately to 
consider whether replacement will be necessary outside of normal replacement parameters. When the 
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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estimated useful life of an asset differs from previous estimates, the change is applied prospectively in 
the determination of the depreciation charge.       
        
( e) Defined benefit plans       

The cost of the defined benefit pension plan (severance pay) and the present value of these defined 
benefit obligations are determined using actuarial valuations. An actuarial valuation involves making 
various assumptions that may differ from actual developments in the future. These include the 
determination of the discount rate, future salary increases, mortality rates and future pension increases. 
Due to the complexities involved in the valuation and its long-term nature, a defined benefit obligation 
is highly sensitive to changes in these assumptions. All assumptions are reviewed at each reporting 
date. Expert has been engaged in this process.
       
(f) Impairment of non-financial assets      
 
Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable 
amount, which is the higher of its fair value less costs of disposal and its value in use. The fair value less 
costs of disposal calculation is based on available data from binding sales transactions, conducted at 
arm’s length, for similar assets or observable market prices less incremental costs for disposing of the 
asset. The value in use calculation is based on a DCF model. The cash flows are derived from the budget 
for the next five years and do not include restructuring activities that the Bank is not yet committed to 
or significant future investments that will enhance the asset’s performance of the CGU being tested. 
The recoverable amount is sensitive to the discount rate used for the discounted cash flow model as 
well as the expected future cash-inflows and the growth rate used for extrapolation purposes.   
     
(g) Uncertainty tax position       

Uncertainties exist with respect to the interpretation of complex tax regulations, changes in tax 
laws, and the amount and timing of future taxable income. Given the wide range of international 
business relationships and the long-term nature and complexity of existing contractual agreements, 
differences arising between the actual results and the assumptions made, or future changes to such 
assumptions, could necessitate future adjustments to tax income and expense already recorded. The 
amount of such provisions is based on various factors, such as experience of previous tax audits and 
differing interpretations of tax regulations by the taxable entity and the responsible tax authority. 
Deferred tax assets are recognised for unused tax losses to the extent that it is probable that taxable 
profit will be available against which the losses can be utilised. Significant management judgement 
is required to determine the amount of deferred tax assets that can be recognised, based upon 
the likely timing and the level of future taxable profits together with future tax planning strategies. 
             
1.4 Recognition of income and expenses       
        
Income is recognised to the extent that it is probable that the economic benefits will flow 
to the Bank and the income can be reliably measured, regardless of when the payment is 
being made. Income is measured at the fair value of the consideration received or receivable, 
taking into account contractually defined terms of payment and excluding taxes or duty. 
 

The Bank, earns income from interest on  loans given to domestic trade and services, building 
and construction, manufacturing, agriculture, hotel and tourism, transportation, import, export 
and consumer loans. Other income includes service charge on letter of credits and commission on 
performance guarantees.
       
1.4.1 Interest and similar income and expense      
 
For all the government bills measured at amortised cost and interest bearing financial assets classified as 
available– for–sale interest, income or expense is recorded using the Effective Interest Rate (EIR), which is 
the rate that exactly discounts estimated future cash payments or receipts through the expected life of the 
financial instrument or a shorter period, where appropriate, to the net carrying amount of the financial 
asset or financial liability. The calculation takes into account all contractual terms of the financial instrument 
(for example, prepayment options) and includes any fees or incremental costs that are directly attributable 
to the instrument and are an integral part of the Effective Interest Rate (EIR), but not future credit losses. 
 
The carrying amount of the financial asset or financial liability is adjusted if the Bank revises its estimates 
of payments or receipts. The adjusted carrying amount is calculated based on the original EIR and the 
change in carrying amount is recorded as ‘Interest and similar income’ for financial assets and Interest 
and similar expense for financial liabilities. Once the recorded value of a financial asset or a group 
of similar financial assets has been reduced due to an impairment loss, interest income continues to 
be recognised using the rate of interest used to discount the future cash flows for the purpose of 
measuring the impairment loss.       
        
1.4.2 Net interest income
       
a.  Effective interest rate and amortised cost
       
Interest income and expense are recognised in profit or loss using the Effective Interest method. The 
‘Effective Interest Rate’ is the rate that exactly discounts estimated future cash payments or receipts 
through the expected life of the financial instrument to:      
 
  • The gross carrying amount of the financial asset; or     
 
  • The amortised cost of the financial liability. 
     
When calculating the effective interest rate for financial instruments other than credit-impaired assets, 
the Bank estimates future cash flows considering all contractual terms of the financial instrument, but 
not expected credit losses. For credit-impaired financial assets, a credit-adjusted effective interest rate 
is calculated using estimated future cash flows including expected credit losses.    
   
The calculation of the effective interest rate includes transaction costs and fees and points paid or 
received that are an integral part of the effective interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition or issue of a financial asset or financial liability.  
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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b.  Amortised cost and gross carrying amount
       
The ‘amortised cost’ of a financial asset or financial liability is the amount at which the financial 
asset or financial liability is measured on initial recognition minus the principal repayments, plus or 
minus the cumulative amortisation using the effective interest method of any difference between that 
initial amount and the maturity amount and, for financial assets, adjusted for any expected credit loss 
allowance.       

The ‘gross carrying amount of a financial asset’ is the amortised cost of a financial asset before adjusting 
for any expected credit loss allowance.       
        
c. Calculation of interest income and expense      
 
In calculating interest income and expense, the effective interest rate is applied to the gross carrying 
amount of the asset (when the asset is not credit-impaired) or to the amortised cost of the liability. 
However, for financial assets that have become credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the effective interest rate to the amortised cost of the financial 
asset. If the asset is no longer credit-impaired, then the calculation of interest income reverts to the 
gross basis.
       
However, for financial assets that have become credit-impaired subsequent to initial recognition, 
interest income is calculated by applying the effective interest rate to the amortised cost of the financial 
asset. If the asset is no longer credit-impaired, then the calculation of interest income reverts to the 
gross basis.       
 
d. Presentation
       
Interest income and expense presented in the statement of profit or loss and OCI include:   
    
• Interest on financial assets and financial liabilities measured at amortised cost calculated on an 

effective interest basis;      
• Interest on debt instruments measured at FVTOCI calculated on an effective interest basis;
• The effective portion of fair value changes in qualifying hedging derivatives designated in fair value 

hedges of interest rate risk.         
 

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

1.4.3 Fees and commission income and expenses      
 
Fees and commission income and expenses that are integral to the effective interest rate on a financial 
asset or liability are included in the measurement of the effective interest rate. Other fees and 
commission income are recognised as the related services are performed.     
  
When a loan commitment is not expected to result in the draw-down of a loan, loan commitment fees 
are recognised on a straight-line basis over the commitment period.
 
Other fees and commission expenses relates mainly to transaction and service fees are expensed as the 
services are received.
      
1.4.4 Dividend income       
        
This is recognised when the Bank’s right to receive the payment is established, which is generally when 
the shareholders approve and declare the dividend.       
        
1.5 Foreign currency translation       
        
a) Functional and presentation currency 
      
Items included in the financial statements are measured using the currency of the primary economic 
environment in which the Bank operates (‘the functional currency’). The functional currency and 
presentation currency of the Bank is the Ethiopian Birr (ETB).       
 
b) Transactions and balances
       
Foreign currency transactions are translated into the functional currency using the exchange rates 
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the 
settlement of foreign currency transactions and from the translation at exchange rates of monetary 
assets and liabilities denominated in currencies other than the Bank’s functional currency are recognised 
in profit or loss within foreign exchange gains and losses. Monetary items denominated in foreign 
currency are translated using the closing rate as at the reporting date.
 
Changes in the fair value of monetary securities denominated in foreign currency classified as available 
for sale are analysed between translation differences resulting from changes in the amortised cost of 
the security and other changes in the carrying amount of the security. Translation differences related to 
changes in amortised cost are recognised in profit or loss, and other changes in carrying amount are 
recognised in other comprehensive income.
 
Translation differences on non-monetary financial assets and liabilities such as equities held at fair value 
through profit or loss are recognised in profit or loss as part of the fair value gain or loss. Translation 
differences on non-monetary financial assets measure at fair value, such as equities classified as available 
for sale, are included in other comprehensive income.       
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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1.6  Tax 
      
(a) Current income tax
       
Taxes for current and prior periods, to the extent unpaid, are recognised as a liability. If the amount 
already paid in respect of current and prior periods exceeds the amount due for those periods, the 
excess is recognised as an asset. Current tax liabilities (assets) for the current and prior periods are 
measured at the amount expected to be paid to (recovered from) the tax authorities, using the tax rates 
(and tax laws) that have been enacted or substantively enacted by the end of the reporting period.  
            
(b) Deferred tax 
       
A deferred tax liability is recognised for all taxable temporary differences, except to the extent that 
the deferred tax liability arises from the initial recognition of an asset or liability in a transaction 
which at the time of the transaction, affects neither accounting profit nor taxable profit (tax loss). 
 
A deferred tax asset is recognised for all deductible temporary differences to the extent that it is 
probable that taxable profit will be available against which the deductible temporary difference can 
be utilised. A deferred tax asset is not recognised when it arises from the initial recognition of an asset 
or liability in a transaction at the time of the transaction, affects neither accounting profit nor taxable 
profit (tax loss). 
 
A deferred tax asset is recognised for the carry forward of unused tax losses to the extent that it is 
probable that future taxable profit will be available against which the unused tax losses can be utilised. 
 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period 
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been 
enacted or substantively enacted by the end of the reporting period.
 
Current and deferred taxes are recognised as income or an expense and included in profit or loss for 
the period, except to the extent that the tax arises from: 
      
• a transaction or event which is recognised, in the same or a different period, to other comprehensive 

income, or      
• a business combination.      

Current tax and deferred taxes are charged or credited to other comprehensive income if the tax 
relates to items that are credited or charged, in the same or a different period, to other comprehensive 
income.       

Current tax and deferred taxes are charged or credited directly to equity if the tax relates to items that 
are credited or charged, in the same or a different period, directly in equity.     
      

1.7  Financial instruments
       
Financial instruments held by the Bank are classified in accordance with the provisions of IFRS 9 Financial 
Instruments. Broadly, the recognition and classification possibilities, which are adopted by the Bank, as 
applicable, are as follows:
       
a. Recognition and initial measurement      
 
The Bank shall initially recognise loans and advances, deposits, debt securities issued and subordinated 
liabilities on the date on which they are originated. All other financial instruments (including regular-
way purchases and sales of financial assets) shall be recognised on the trade date, which is the date on 
which the Bank becomes a party to the contractual provisions of the instrument.     
   
A financial asset or financial liability shall be measured initially at fair value plus, for an item not at fair 
value through profit or loss (FVTPL), transaction costs that are directly attributable to its acquisition or 
issue.   
     
b. Classification and subsequent measurement      
         
i) Financial assets 
      
On initial recognition, a financial asset shall be classified either as measured at either amortised cost, 
fair value through other comprehensive income (FVOCI) or fair value through profit or loss (FVTPL).   
     
The Bank shall measure a financial asset at amortised cost if it meets both of the following conditions 
and is not designated at FVTPL:  
      
• The asset is held within a business model whose objective is to hold assets to collect contractual 

cash flows; and       
• The contractual terms of the financial asset give rise on specified dates to cash flows that are solely 

payments of principal and interest (SPPI). `      
     
A debt instrument shall be measured at FVOCI only if it meets both of the following conditions and is 
not designated at FVTPL: 
       
• The asset is held within a business model whose objective is achieved by both collecting contractual 

cash flows and selling financial assets; and       
• The contractual terms of the financial asset give rise on specified dates to cash flows that are 

SPPI.       
        
On initial recognition, an equity investment that is held for trading shall be classified at FVTPL.  However, 
for equity investment that is not held for trading, the Bank may irrevocably elect to present subsequent 
changes in fair value in other comprehensive income (OCI). This election is made on an investment-by-
investment basis. 
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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All other financial assets that do not meet the classification criteria at amortised cost or FVOCI, above, 
shall be classified as measured at FVTPL. In addition, on initial recognition, the Bank may irrevocably 
designate a financial asset that otherwise meets the requirements to be measured at amortised cost or 
at FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would 
otherwise arise.       

Business model assessment        

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

The stated policies and objectives for the portfolio and the operation of those policies in practice. In 
particular, whether management’s strategy focuses on earning contractual interest revenue, maintaining 
a particular interest rate profile, matching the duration of the financial assets to the duration of the 
liabilities that are funding those assets or realising cash flows through the sale of the assets;   
  
   
How the performance of the portfolio is evaluated and reported to the Bank’s management;   
     
The risks that affect the performance of the business model (and the financial assets held within that 
business model) and its strategy for how those risks are managed;       
 
How managers of the business are compensated (e.g. whether compensation is based on the fair value 
of the assets managed or the contractual cash flows collected); and       
 
The frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations 
about future sales activity. However, information about sales activity is not considered in isolation, but 
as part of an overall assessment of how the Bank’s stated objective for managing the financial assets is 
achieved and how cash flows are realised.        
           
Financial assets shall not be reclassified subsequent to their initial recognition, except in the period 
after the Bank changes its business model for managing financial assets.      
  
Assessment of whether contractual cash flows are solely payments of principal 
and interest (SPPI)
       
For the purposes of this assessment, ‘principal’ shall be defined as the fair value of the financial asset 
on initial recognition. ‘Interest’ shall be defined as the consideration for the time value of money and 
for the credit risk associated with the principal amount outstanding during a particular period of time 
and for other basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as profit 
margin. 
In assessing whether the contractual cash flows are SPPI, the Bank considers the contractual terms 

of the instrument. This includes assessing whether the financial asset contains a contractual term 
that could change the timing or amount of contractual cash flows such that it would not meet this 
condition. In making the assessment, the Bank considers:       
 

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

and 
• Features that modify consideration of the time value of money (e.g. periodical reset of interest 

rates).       
      
ii) Financial liabilities
       
The Bank shall classify its financial liabilities, other than financial guarantees and loan commitments, as 
measured at amortised cost or FVTPL.        

A financial guarantee is an undertaking/commitment that requires the issuer to make specified payments 
to reimburse the holder for a loss it incurs because a specified party fails to meet its obligation when 
due in accordance with the contractual terms. 
      
Financial guarantees issued by the Bank are initially measured at their fair values and, if not designated 
as at FVTPL, are subsequently measured at the higher of: the amount of the obligation under the 
guarantee, as determined in accordance with IAS 37 Provisions, Contingent Liabilities and Contingent 
Assets; and the amount initially recognised less, where appropriate, cumulative amortisation recognised 
in accordance with the revenue recognition policies. 
      
c.   Impairment
       
At each reporting date, the Bank shall assess whether there is objective evidence that financial assets 
(except equity investments), other than those carried at FVTPL, are impaired.     
  
The Bank shall recognise loss allowances for expected credit losses (ECL) on the following financial 
instruments that are not measured at FVTPL:  
      
  • Financial assets that are debt instruments;       
  • lease receivables;       
  • Financial guarantee contracts issued; and       
  • loan commitments issued.       

No impairment loss shall be recognised on equity investments.       
 
The Bank shall measure loss allowances at an amount equal to lifetime ECL, except for the following, 
which are measured as 12-month ECL:  
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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•  Debt investment securities that are determined to have low credit risk at the reporting date; and  
     

• Other financial instruments (other than lease receivables) on which credit risk has not increased 
significantly since their initial recognition.  

     
Loss allowances for lease receivables shall always be measured at an amount equal to lifetime ECL.  
     
12-month ECL is the portion of ECL that result from default events on a financial instrument that are 
possible within the 12 months after the reporting date. Financial instruments for which a 12-month 
ECL is recognised are referred to as ‘Stage 1 financial instruments.       
 
Life-time ECL is the ECL that result from all possible default events over the expected life of the financial 
instrument. Financial instruments for which a lifetime ECL is recognised but which are not credit-
impaired are referred to as ‘Stage 2 financial instruments’.  For financial assets that are credit-impaired 
at the reporting date referred to as ‘Stage 3 financial instruments’.      
 
i)    Measurement of ECL 
       
ECL is a probability-weighted estimate of credit losses. It shall be measured as follows:    
    
• For financial assets that are not credit-impaired at the reporting date (stage 1 and 2):as the present 

value of all cash shortfalls (i.e. the difference between the cash flows due to the Bank in accordance 
with the contract and the cash flows that the Bank expects to receive);      
 

• For financial assets that are credit-impaired at the reporting date (stage 3): as the difference 
between the gross carrying amount and the present value of estimated future cash flows;  

     
• For undrawn loan commitments: as the present value of the difference between the contractual 

cash flows that are due to the Bank if the commitment is drawn down and the cash flows that the 
Bank expects to receive; and 

      
• For financial guarantee contracts, as the expected payments to reimburse the holder less any 

amounts that the Bank expects to recover. 
      
An asset is credit-impaired if one or more events have occurred that have a detrimental impact on the 
estimated future cash flows of the asset. The following are examples of such events:

• significant financial difficulty of the issuer or the borrower.
 
• a breach of contract – e.g. a default or past-due event;
   
• a lender having granted a concession to the borrower - for economic or contractual reasons relating 

to the borrower’s financial difficulty that the lender would not otherwise consider.
     
• it becomes probable that the borrower will enter bankruptcy or other financial reorganization.

   
• the disappearance of an active market for that financial asset because of financial difficulties; or

• the purchase of a financial asset at a deep discount that reflects the incurred credit losses.  
       

For purposes of IFRS 9 there will generally be no difference between credit impaired and non-
performing financial loans as defined by the regulator, accordingly for financial loans from customers 
in the Northern Ethiopia, the Bank applied the requirements of the National Bank loan staging and 
presented those loans based on the loan status at the beginning of the conflict. However, the Bank also 
assessed whether a significant increase in credit risk occurred and consequently has applied lifetime 
ECL that results from all possible default events over the expected life of those financial instruments. 
      
        
ii)  Expected credit losses

Expected credit losses are computed as a product of the Probability of Default (PD), Loss Given Default 
(LGD) and the Exposure at Default (EAD).
 
ECL = PD x LGD x EAD 

In applying the IFRS 9 impairment requirements, an entity needs to follow one of the approaches 
below:
 
- The general approach
- The simplified approach
       
The Simplified Approach:

The simplified approach is applied for trade receivables or contract assets resulting from transactions in 
the scope of IFRS 15 Revenue from customer contracts or lease receivables resulting from transactions 
in the scope of IFRS 16 Leases. The Bank has therefore applied the general approach.
 
The General Approach:
 
Under the general approach, at each reporting date, an entity recognizes a loss allowance based on 
either 12-month ECLs or lifetime ECLs, depending on whether there has been a significant increase in 
credit risk on the financial instrument since initial recognition. 
The changes in the loss allowance balance are recognised in profit or loss as an impairment gain or 
loss. Essentially, an entity must make the following assessment at each reporting date: 

Stage 1 – For credit exposures where there have not been significant increases in credit risk since initial 
recognition, an entity is required to provide for 12-month ECLs, i.e., the portion of lifetime ECLs that 
represent the ECLs that result from default events that are possible within the 12-months after the 
reporting date (12-month ECL as per formula below).

ECL12m = PD12m x LGD12m x EAD12m x D12m



  moc.knabnemez.www

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2026

In Ethiopian Birr

  moc.knabnemez.www

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2026

In Ethiopian Birr

82   moc.knabnemez.www

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2025

In Ethiopian Birr

60 6146   moc.knabnemez.www

1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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Stage 2 – For credit exposures where there have been significant increases in credit risk since initial 
recognition on an individual or collective basis, a loss allowance is required for lifetime (LT) ECLs, i.e., 
ECLs that result from all possible default events over the expected life of a financial instrument (ECL LT 
as per formula below).

ECL LT = LTST=1 PDt x LGDt x EADt x Dt

Stage 3 – For credit exposures that are credit impaired and in default. Similar to stage 2 
assets a loss allowance is required for lifetime ECLs. However, the probability of default 
for these assets is presumed to be 100% less any determined recovery and cure rate. 
 
Where: D – discounting factor and t – time       
        
The table below shows the link between the regulatory risk classification and the IFRS 9 stage 
allocation.       
        
  

        
        

iii) Restructured financial assets   
     
Where the terms of a financial asset are renegotiated or modified or an existing financial asset is 
replaced with a new one due to financial difficulties of the borrower, then the Bank shall assess whether 
the financial asset should be derecognised and ECL are measured as follows:     
  
If the expected restructuring will not result in derecognition of the existing asset, then the expected 
cash flows arising from the modified financial asset are included in calculating the cash shortfalls from 
the existing asset.        

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

iv) Credit-impaired financial assets 
       
At each reporting date, the Bank shall assess whether financial assets carried at amortised cost, debt 
financial assets carried at FVOCI, and finance lease receivables are credit-impaired (referred to as ‘Stage 
3 financial assets’).  
      
A financial asset shall be considered ‘credit-impaired’ when one or more events that have a detrimental 
impact on the estimated future cash flows of the financial asset have occurred.     
   
Evidence that a financial asset is credit-impaired includes the following observable data:    
    
• Significant financial difficulty of the borrower or issuer;       
• A breach of contract such as a default or past due event;       
• The restructuring of a loan or advance by the Bank on terms that the Bank would not consider 

otherwise;       
• It is becoming probable that the borrower will enter bankruptcy or other financial reorganisation; 

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

   
A loan that has been renegotiated due to a deterioration in the borrower’s condition shall be considered 
to be credit-impair unless there is evidence that the risk of not receiving contractual cash flows has 
reduced significantly and there are no other indicators of impairment. In addition, a retail loan that is 
overdue for 90 days or more shall be considered credit-impaired even when the regulatory definition 
of default is different.  
      
v) Presentation of allowance for ECL in the statement of financial position  
       
Loss allowances for ECL shall be presented in the statement of financial position as follows:    
    
• For financial assets measured at amortised cost: as a deduction from the gross carrying amount of 

the assets;    
   
• For loan commitments and financial guarantee contracts: generally, as a provision;    

   
• Where a financial instrument includes both a drawn and an undrawn component, and the Bank 

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

      
• For debt instruments measured at FVOCI, no loss allowance is recognised in the statement of 

financial position because the carrying amount of these assets is their fair value. However, the loss 
allowance shall be disclosed and is recognised in the fair value reserve.      
 

Zemen Bank Share Company
Accounting Policies
For the Year Ended June 30, 2026

1.7

c.  

i)   Measurement of ECL (continued)

ii) 

National Bank Guidelines Days Past due IFRS 9 Stage 
allocation

Pass 0-30 1

Special mention 31-90 2

Substandard 91-180 3

Doubtful 181-365 3

Loss Over 365 3

For purposes of IFRS 9 there will generally be no difference between credit impaired and non-performing financial
loans as defined by the regulator, accordingly for financial loans from customers in the Northern Ethiopia, the Bank
applied the requirements of the National Bank loan staging and presented those loans based on the loan status at
the beginning of the conflict. However, the Bank also assessed whether a significant increase in credit risk occurred
and consequently has applied lifetime ECL that results from all possible default events over the expected life of
those financial instruments.

The table below shows the link between the regulatory risk classification and the IFRS 9 stage allocation.

Impairment (continued)

Expected credit losses

Expected credit losses are computed as a product of the Probability of Default (PD), Loss Given Default (LGD) and 
the Exposure at Default (EAD).
ECL = PD x LGD x EAD

In applying the IFRS 9 impairment requirements, an entity needs to follow one of the approaches below:
- The general approach
- The simplified approach

The Simplified Approach:

The simplified approach is applied for trade receivables or contract assets resulting from transactions in the scope
of IFRS 15 Revenue from customer contracts or lease receivables resulting from transactions in the scope of IFRS
16 Leases. The Bank has therefore applied the general approach.

The General Approach:

Under the general approach, at each reporting date, an entity recognizes a loss allowance based on either 12-
month ECLs or lifetime ECLs, depending on whether there has been a significant increase in credit risk on the
financial instrument since initial recognition. 

The changes in the loss allowance balance are recognised in profit or loss as an impairment gain or loss.
Essentially, an entity must make the following assessment at each reporting date:

Stage 1 – For credit exposures where there have not been significant increases in credit risk since initial
recognition, an entity is required to provide for 12-month ECLs, i.e., the portion of lifetime ECLs that represent the
ECLs that result from default events that are possible within the 12-months after the reporting date (12-month ECL
as per formula below).

ECL12m = PD12m x LGD12m x EAD12m x D12m

Stage 2 – For credit exposures where there have been significant increases in credit risk since initial recognition on
an individual or collective basis, a loss allowance is required for lifetime (LT) ECLs, i.e., ECLs that result from all
possible default events over the expected life of a financial instrument (ECL LT as per formula below).

ECL LT = LTST=1 PDt x LGDt x EADt x Dt

Stage 3 – For credit exposures that are credit impaired and in default. Similar to stage 2 assets a loss allowance is
required for lifetime ECLs. However, the probability of default for these assets is presumed to be 100% less any
determined recovery and cure rate.

Where: D – discounting factor and t – time

Financial instruments (continued)

22
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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vi)  Write-off  
      
Loans and debt securities shall be written off (either partially or in full) when there is no reasonable 
expectation of recovering the amount in its entirety or a portion thereof. This is generally the case when 
the Bank determines that the borrower does not have assets or sources of income that could generate 
sufficient cash flows to repay the amounts subject to the write-off. This assessment shall be carried out 
at the individual asset level.  
     
Recoveries of amounts previously written off shall be included in ‘impairment losses on financial 
instruments’ in the statement of profit or loss and OCI. Financial assets that are written off could still 
be subject to enforcement activities in order to comply with the Bank’s procedures for recovery of 
amounts due.        
       
vii)  Non-integral financial guarantee contracts       
 
The Bank shall assess whether a financial guarantee contract held is an integral element of a financial 
asset that is accounted for as a component of that instrument or is a contract that is accounted for 
separately.  

Where the Bank determines that the guarantee is an integral element of the financial asset, then any 
premium payable in connection with the initial recognition of the financial asset shall be treated as a 
transaction cost of acquiring it. The Bank shall consider the effect of the protection when measuring 
the fair value of the debt instrument and when measuring ECL. 
 
Where the Bank determines that the guarantee is not an integral element of the debt instrument, 
then it shall recognise an asset representing any prepayment of guarantee premium and a right to 
compensation for credit losses. 
       
d. Derecognition
       
i)  Financial assets
        
The Bank shall derecognise a financial asset when: 
      
• The contractual right to the cash flows from the financial asset expires, or     

  
• It transfers the rights to receive the contractual cash flows in a transaction in which substantially all 

of the risks and rewards of ownership of the financial asset are transferred; or    
 

• Bank neither transfers nor retains substantially all of the risks and rewards of ownership and it does 
not retain control of the financial asset.      

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the 
carrying amount allocated to the portion of the asset derecognised) and the sum of (i) the consideration 
received (including any new asset obtained less any new liability assumed) and (ii) any cumulative gain 
or loss that had been recognised in OCI shall be recognised in profit or loss.      
  
Any cumulative gain/loss recognised in OCI in respect of equity investment securities designated as at 
FVOCI shall not be recognised in profit or loss on derecognition of such securities.     
   
Any interest in transferred financial assets that qualify for derecognition that is created or retained by 
the Bank shall be recognised as a separate asset or liability.       
 
ii) Financial liabilities
       
The Bank shall derecognise a financial liability when its contractual obligations are discharged or 
cancelled, or expire.  
      
e. Modifications of financial assets and financial liabilities    
   
i) Financial assets  
      
If the terms of a financial asset are modified, then the Bank shall evaluate whether the cash flows of 
the modified asset are substantially different.  

If the cash flows are substantially different, then the contractual rights to cash flows from the original 
financial asset shall be deemed to have expired. In this case, the original financial asset shall be 
derecognised and a new financial asset shall be recognised at fair value plus any eligible transaction 
costs. Any fees received as part of the modification shall be accounted for as follows:    
    
• Fees that are considered in determining the fair value of the new asset and fees that represent 

reimbursement of eligible transaction costs shall be included in the initial measurement of the 
asset; and  

     
• Other fees are included in profit or loss as part of the gain or loss on derecognition.    

   
If cash flows are modified when the borrower is in financial difficulties, then the objective of the 
modification is usually to maximise recovery of the original contractual terms rather than to originate 
a new asset with substantially different terms. 
      
If the Bank plans to modify a financial asset in a way that would result in forgiveness of cash flows, 
then it shall first consider whether a portion of the asset should be written off before the modification 
takes place. 
      
Where the modification of a financial asset measured at amortised cost or FVOCI does not result in 
derecognition of the financial asset, then the Bank shall first recalculate the gross carrying amount of 
the financial asset using the original effective interest rate of the asset and recognises the resulting 
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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adjustment as a modification gain or loss in profit or loss. Any costs or fees incurred and fees received 
as part of the modification adjust the gross carrying amount of the modified financial asset and shall 
be amortised over the remaining term of the modified financial asset.     
 
Where such a modification is carried out because of financial difficulties of the borrower, then the 
gain or loss shall be presented together with impairment losses. In other cases, it shall be presented as 
interest income calculated using the effective interest rate method.       
      
ii)   Financial liabilities
       
The Bank shall derecognise a financial liability when its terms are modified and the cash flows of the 
modified liability are substantially different. In this case, a new financial liability based on the modified 
terms shall be recognised at fair value. The difference between the carrying amount of the financial 
liability derecognised and consideration paid is recognised in profit or loss. Consideration paid shall 
include non-financial assets transferred, if any, and the assumption of liabilities, including the new 
modified financial liability. 
       
Where the modification of a financial liability is not accounted for as derecognition, then the amortised 
cost of the liability shall be recalculated by discounting the modified cash flows at the original effective 
interest rate and the resulting gain or loss is recognised in profit or loss. Any costs and fees incurred are 
recognised as an adjustment to the carrying amount of the liability and amortised over the remaining 
term of the modified financial liability by re-computing the effective interest rate on the instrument.  
      
f. Offsetting 
      
Financial assets and financial liabilities shall be offset and the net amount presented in the statement 
of financial position when, and only when, the Bank currently has a legally enforceable right to set off 
the amounts and it intends either to settle them on a net basis or to realise the asset and settle the 
liability simultaneously. 
       
Income and expenses shall be presented on a net basis only when permitted under IFRS, or for gains 
and losses arising from a group of similar transactions such as in the Bank’s trading activity.   
    
g. Designation at fair value through profit or loss     
  
i) Financial assets  
      
At initial recognition, the Bank may designate certain financial assets as at FVTPL because this designation 
eliminates or significantly reduces an accounting mismatch, which would otherwise arise.    
    
ii) Financial liabilities 
       
The Bank shall designate certain financial liabilities as at FVTPL in either of the following 
circumstances:  

• The liabilities are managed, evaluated and reported internally on a fair value basis; or    
   

• The designation eliminates or significantly reduces an accounting mismatch that would otherwise 
arise.       

        
1.8 Leases       
        
The Bank assesses whether a contract is, or contains a lease, at the inception of the contract.
 
A contract is, or contains a lease if the contract conveys the right to control the use of an identified 
asset for a period of time in exchange for consideration.

In order to assess whether a contract is, or contains a lease, management determine whether the asset 
under consideration is “”identified””, which means that the asset is either explicitly or implicitly specified 
in the contract and that the supplier does not have a substantial right of substitution throughout the 
period of use. Once management has concluded that the contract deals with an identified asset, the 
right to control the use thereof is considered. To this end, control over the use of an identified asset 
only exists when the Bank has the right to substantially obtain all of the economic benefits from the 
use of the asset as well as the right to direct the use of the asset.
 
In circumstances where the determination of whether the contract is or contains a lease requires 
significant judgement, the relevant disclosures are provided in the significant judgments and sources of 
estimation uncertainty section of these accounting policies.      

The Bank as a lessee
 
A lease liability and corresponding right-of-use asset are recognised at the lease commencement date, 
for all lease agreements for which the Bank is a lessee, except for short-term leases of 12 months 
or less, or leases of low value assets. For these leases, the Bank recognises the lease payments as 
an operating expense (note 14) on a straight-line basis over the term of the lease unless another 
systematic basis is more representative of the time pattern in which economic benefits from the leased 
asset are consumed.

 The various lease and non-lease components of contracts containing leases are accounted for separately, 
with consideration being allocated to each lease component on the basis of the relative stand-alone 
prices of the lease components and the aggregate stand-alone price of the non-lease components 
(where non-lease components exist).
 
However, as an exception to the preceding paragraph, the Bank has elected not to separate the non-
lease components for leases of land and buildings.      
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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Lease liability
 
The lease liability is initially measured at the present value of the lease payments that are not paid 
at the commencement date, discounted by using the rate implicit in the lease. If this rate cannot be 
readily determined, the Bank uses its incremental borrowing rate. Lease payments included in the 
measurement of the lease liability comprise the following:

• fixed lease payments, including in-substance fixed payments, less any lease incentives;           
                                                                                                                                                      
• variable lease payments that depend on an index or rate, initially measured using the index or rate 

at the commencement date;

• the amount expected to be payable by the Bank under residual value guarantees;

• the exercise price of purchase options, if the Bank is reasonably certain to exercise the option;

• lease payments in an optional renewal period if the Bank is reasonably certain to exercise an 
extension option; and

• penalties for early termination of a lease, if the lease term reflects the exercise of an option to 
terminate the lease.      

        
Variable rents that do not depend on an index or rate are not included in the measurement of the 
lease liability (or right-of-use asset). The related payments are recognised as an expense in the period 
incurred and are included in operating expenses.
 
The lease liability is presented as a separate line item on the Statement of Financial Position.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the 
lease liability (using the effective interest method) and by reducing the carrying amount to reflect lease 
payments made.
 
Interest charged on the lease liability is included in finance costs.

The Bank remeasures the lease liability (and makes a corresponding adjustment to the related right-of-
use asset) when:

• there has been a change to the lease term, in which case the lease liability is remeasured by 
discounting the revised lease payments using a revised discount rate;     
  

• there has been a change in the assessment of whether the Bank will exercise a purchase, termination 
or extension option, in which case the lease liability is remeasured by discounting the revised lease 
payments using a revised discount rate;

• there has been a change to the lease payments due to a change in an index or a rate, in which case 
the lease liability is remeasured by discounting the revised lease payments using the initial discount 
rate ( unless the lease payments change is due to a change in a floating interest rate, in which case 
a revised discount rate is used);

• there has been a change in expected payment under a residual value guarantee, in which case the 
lease liability is remeasured by discounting the revised lease payments using the initial discount 
rate;

• a lease contract has been modified and the lease modification is not accounted for as a separate 
lease, in which case the lease liability is remeasured by discounting the revised payments using a 
revised discount rate.

 
When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying 
amount of the right-of-use asset, or is recognised in profit or loss if the carrying amount of the right-
of-use asset has been reduced to zero.

Right-of-use assets

Lease payments included in the measurement of the lease liability comprise the following:              
                                                     
• the initial amount of the corresponding lease liability;

• any lease payments made at or before the commencement date;

• any initial direct costs incurred;

• any estimated costs to dismantle and remove the underlying asset or to restore the underlying asset 
or the site on which it is located, when the Bank incurs an obligation to do so, unless these costs 
are incurred to produce inventories; and less any lease incentives received.

When the Bank incurs an obligation for the costs to dismantle and remove a leased asset, restore the 
site on which it is located or restore the underlying assets to the condition required by the terms and 
conditions of the lease, a provision is recognised in the Statement of Financial Position in Provisions.
 
Right-of-use assets are subsequently measured at cost less accumulated depreciation and impairment 
losses.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying 
asset.      
        
However, if a lease transfers ownership of the underlying asset or the cost of the right-of-use asset 
reflects that the Bank expects to exercise a purchase option, the related right-of-use asset is depreciated 
over the useful life of the underlying asset. Depreciation starts at the commencement date of a lease.
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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The useful life and depreciation method of each asset are reviewed at the end of each reporting year. If 
the expectations differ from previous estimates, the change is accounted for prospectively as a change 
in accounting estimate. Each part of a right-of-use asset with a cost that is significant in relation to the 
total cost of the asset is depreciated separately.

The depreciation charge for each year is recognised in profit or loss unless it is included in the carrying 
amount of another asset.
      
Measurement and recognition of leases as a lessee      
 
At lease commencement date, the Bank recognises a right-of-use asset and a lease liability on the 
balance sheet. The right-of-use asset is measured at cost, which is made up of the initial measurement 
of the lease liability, any initial direct costs incurred by the Bank, an estimate of any costs to dismantle 
and remove the asset at the end of the lease, and any lease payments made in advance of the lease 
commencement date (net of any incentives received). 
      
The Bank depreciates the right-of-use assets on a straight-line basis from the lease commencement 
date to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term.  
     
The Bank also assesses the right-of-use asset for impairment when such indicators exist. At the 
commencement date, the Bank measures the lease liability at the present value of the lease payments 
unpaid at that date, discounted using the interest rate implicit in the lease if that rate is readily available 
or the Bank incremental borrowing rate. i.e. The NBE policy interest rate.     
  
Lease payments included in the measurement of the lease liability are made up of fixed payments, 
variable payments and amounts expected to be payable certain to be exercised. Subsequent to initial 
measurement, the liability will be reduced for payments made and increased for interest. It is remeasured 
to reflect any reassessment or modification, or if there are changes in in-substance fixed payments.  
     
When the lease liability is remeasured, the corresponding adjustment is reflected in the right-of-use 
asset, or profit and loss if the right-of-use asset is already reduced to zero.     
  
The Bank has elected to account for short-term leases and leases of low-value assets using the practical 
expedients. Instead of recognising a right-of-use asset and lease liability, the payments in relation to 
these are recognised as an expense in profit or loss on a straight-line basis over the lease term.  
     
Extension options for leases       
        
When the bank has the option to extend a lease, management uses its judgement to determine whether 
or not an option would be reasonably certain to be exercised. Management considers all facts and 
circumstances including their past practice and any cost that will be incurred to change the asset if an 
option to extend is not taken, to help them determine the lease term. The extension of lease payments 
have not been included in the lease liabilities as it is not reasonably certain the extension option will be 
exercised.       

The Bank as a lessor       
        
Leases for which the bank is a lessor are classified as finance or operating leases. Whenever the terms 
of the lease transfer substantially all the risks and rewards of ownership to the lessee, the contract is 
classified as a finance lease. All other leases are classified as operating leases. Lease classification is 
made at inception and is only reassessed if there is a lease modification.
 
Lease payments from operating leases are recognised on a straight-line basis over the term of the 
relevant lease, or on another systematic basis if that basis is more representative of the pattern in which 
the benefits form the use of the underlying asset are diminished. Operating lease income is included 
in other operating income.
 
Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying 
amount of the leased asset and are expensed over the lease term on the same basis as the lease 
income.       
        
1.9 Cash and cash equivalents       
        
Cash and cash equivalents’ include notes and coins on hand, balances held with central Banks and 
highly liquid financial assets with original maturities of three months or less from the date of acquisition 
that are subject to an insignificant risk of changes in their fair value, and are used by the Bank in the 
management of its short-term commitments. Cash and cash equivalents are carried at amortised cost 
less impairment in the statement of financial position.        
 
1.10 Property, plant and Equipment       
        
Property, plant and equipment are tangible assets which the bank holds for its own use and which are 
expected to be used for more than one year. 
      
i) Initial Measurement 
      
An item of Property, plant and equipment is initially measured at cost. Such cost includes the cost of 
replacing part of the property, plant and equipment if the recognition criteria are met. When significant 
parts of property, plant and equipment are required to be replaced at intervals, the Bank recognises 
such parts as individual assets with specific useful lives and depreciates them accordingly. All other 
repair and maintenance costs are recognised in income statement as incurred.    
   
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow 
to the bank  and the cost of the item can be measured reliably. The carrying amount of the replaced 
part is derecognised.
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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ii) Subsequent Measurement
       
After initial recognition, items of property, plant and equipment are carried at cost less any accumulated 
depreciation and accumulated impairment losses.       
Depreciation is calculated using the straight-line method to allocate their cost  to their residual values 
over their estimated useful lives, as follows:       
        
  

  
The Bank commences depreciation when the asset is available for use. 
 
An item of property, plant and equipment and any significant part initially recognised is derecognised 
upon disposal or when no future economic benefits are expected from its use disposal. Any gain or loss 
arising on derecognition of the asset (calculated as the difference between the net disposal proceeds 
and the carrying amount of the asset) is included in income statement when the asset is derecognised.

The residual values, useful lives and methods of depreciation of property, plant and 
equipment are reviewed at each financial year end and adjusted prospectively, if appropriate. 
        
1.11 Investment Property       
        
Investment property is recognized as an Asset when, and only when, it is possible that the future 
economy benefits that are associated with the investment property will flow to the Bank, and the cost 
of the investment property can be measured reliably.       
        
Investment property is initially recognized at cost. Transaction cost are included in the initial 
measurement.       
        
Cost includes costs incurred initially and costs incurred subsequently to add to, replace a part of, or 
service a property. If the replacement part is recognized in the carrying amount of the investment 
property, the carrying amount of the replaced part is recognized.      
 
In certain circumstances, it is difficult to distinguish investment from owner-occupied property or 
investment. To resolve this, the Bank applies a clear, principle-based criterion: the predominant use 
of the property. The Bank classifies a property as investment property based on the proportionate 

area that is held to earn rentals or for capital appreciation. If the majority of the property’s usable 
space (over 20%) is rented out or intended for rental, the entire property is classified as investment 
property.       
        
1.12 Intangible assets 
      
Intangible assets acquired separately are measured on initial recognition at cost. Following initial 
recognition, intangible assets are carried at cost less any accumulated amortisation and accumulated 
impairment losses, if any. Internally generated intangibles, excluding capitalised development costs, are 
not capitalised, and the related expenditure is reflected in the income statement in the period in which 
the expenditure is incurred.
 
The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with 
finite lives are amortised over the useful economic life. The amortisation period and the amortisation 
method for an intangible asset with a finite useful life are reviewed at least at each financial year-
end. Changes in the expected useful life, or the expected pattern of consumption of future economic 
benefits embodied in the asset, are accounted for by changing the amortisation period or methodology, 
as appropriate, which are then treated as changes in accounting estimates. 

The amortisation expenses on intangible assets with finite lives is presented as a separate line item in 
the income statement. Amortisation is calculated using the straight–line method to write down the 
cost of intangible assets to their residual values over their estimated useful lives, as follows:

• Computer software – 6 years
• Capitalised expenditure – 6 years
• SWIFT software – 6 years
        
1.13 Non-current assets (or disposal groups) held for sale and discontinued  
          operations 
      
Non-current assets (or disposal groups) are classified as held for sale if their carrying amount 
will be recovered principally through a sale transaction rather than through continuing use, 
and a sale is considered highly probable. They are measured at the lower of their carrying 
amount and fair value less costs to sell, except for assets such as deferred tax assets, assets 
arising from employee benefits, financial assets, and investment property that are carried at fair 
value and contractual rights under insurance contracts, which are specifically exempt from this 
requirement.                                                                                                                                     
                                                                                                                                                                                                                 
An impairment loss is recognised for any initial or subsequent write-down of the asset (or disposal 
group) to fair value less costs to sell. A gain is recognised for any subsequent increases in fair value 
less costs to sell of an asset (or disposal group), but not in excess of any cumulative impairment loss 
previously recognised. A gain or loss not previously recognised by the date of the sale of the non-
current asset (or disposal group) is recognised at the date of derecognition.
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1.9

1.10

i)

ii)

Asset class
Estimated 
Useful Life 

in years
Residual 

Value

Buildings 50 5%
Motor vehicles          10 5%
Computer hardware 7 1%
Computer software 6 0%
Other office equipment
        Short lived 5 1%
        Medium lived 10 1%
        Lift and roofing 15 1%
        Long lived 20 1%
Furniture and fittings
        Medium lived 10 1%

1.11

Investment property is initially recognized at cost. Transaction cost are included in the initial measurement.

In certain circumstances, it is difficult to distinguish investment from owner-occupied property or investment. To
resolve this, the Bank applies a clear, principle-based criterion: the predominant use of the property. The Bank
classifies a property as investment property based on the proportionate area that is held to earn rentals or for
capital appreciation. If the majority of the property's usable space (over 20%) is rented out or intended for rental,
the entire property is classified as investment property.

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

The Bank commences depreciation when the asset is available for use. 

An item of property, plant and equipment and any significant part initially recognised is derecognised upon disposal
or when no future economic benefits are expected from its use disposal. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset)
is included in income statement when the asset is derecognised.

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

Investment Property

Investment property is recognized as an Asset when, and only when, it is possible that the future economy benefits
that are associated with the investment property will flow to the Bank, and the cost of the investment property can
be measured reliably.

Cash and cash equivalents

Property, plant and equipment are tangible assets which the bank holds for its own use and which are expected to
be used for more than one year.

An item of Property, plant and equipment is initially measured at cost. Such cost includes the cost of replacing part
of the property, plant and equipment if the recognition criteria are met. When significant parts of property, plant
and equipment are required to be replaced at intervals, the Bank recognises such parts as individual assets with
specific useful lives and depreciates them accordingly. All other repair and maintenance costs are recognised in
income statement as incurred.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the bank and the cost
of the item can be measured reliably. The carrying amount of the replaced part is derecognised.

After initial recognition, items of property, plant and equipment are carried at cost less any accumulated
depreciation and accumulated impairment losses.

Cost includes costs incurred initially and costs incurred subsequently to add to, replace a part of, or service a
property. If the replacement part is recognized in the carrying amount of the investment property, the carrying
amount of the replaced part is recognized.

Initial Measurement

Subsequent Measurement

Cash and cash equivalents’ include notes and coins on hand, balances held with central Banks and highly liquid
financial assets with original maturities of three months or less from the date of acquisition that are subject to an
insignificant risk of changes in their fair value, and are used by the Bank in the management of its short-term
commitments. Cash and cash equivalents are carried at amortised cost less impairment in the statement of
financial position.  
Property, plant and Equipment
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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Non-current assets (including those that are part of a disposal group) are not depreciated or amortised 
while they are classified as held for sale. Interest and other expenses attributable to the liabilities of a 
disposal group classified as held for sale continue to be recognised.     
 
Non-current assets classified as held for sale and the assets of a disposal group classified as held for sale 
are presented separately from the other assets in the balance sheet. The liabilities of a disposal group 
classified as held for sale are presented separately from other liabilities in the balance sheet.   
A discontinued operation is a component of the entity that has been disposed of or is classified as 
held for sale and that represents a separate major line of business or geographical area of operations, 
is part of a single co-ordinated plan to dispose of such a line of business or area of operations, or 
is a subsidiary acquired exclusively with a view to resale. The results of discontinued operations are 
presented separately in the statement of profit or loss.      
 
1.14 Impairment of non-financial assets       
        
The Bank assesses, at each reporting date, whether there is an indication that an asset may be impaired. 
If any indication exists, or when annual impairment testing for an asset is required, the Bank estimates 
the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-
generating unit’s (CGU) fair value less costs of disposal and its value in use. Recoverable amount is 
determined for an individual asset, unless the asset does not generate cash inflows that are largely 
independent of those from other assets or groups of assets. When the carrying amount of an asset 
or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its 
recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using 
a pre-tax discount rate that reflects current market assessments of the time value of money and the 
risks specific to the asset. In determining fair value less costs of disposal, recent market transactions are 
taken into account. If no such transactions can be identified, an appropriate valuation model is used. 
These calculations are corroborated by valuation multiples, quoted share prices for publicly traded 
companies or other available fair value indicators.

The Bank bases its impairment calculation on detailed budgets and forecast calculations, which are 
prepared separately for each of the Bank’s CGUs to which the individual assets are allocated. These 
budgets and forecast calculations generally cover a period of five years. For longer periods, a long-term 
growth rate is calculated and applied to project future cash flows after the fifth year.    
       
For assets excluding goodwill, an assessment is made at each reporting date to determine whether 
there is an indication that previously recognised impairment losses no longer exist or have decreased. 
If such indication exists, the Bank estimates the asset’s or CGU’s recoverable amount. A previously 
recognised impairment loss is reversed only if there has been a change in the assumptions used to 
determine the asset’s recoverable amount since the last impairment loss was recognised. The reversal 
is limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed 
the carrying amount that would have been determined, net of depreciation, had no impairment loss 
been recognised for the asset in prior years. Such reversal is recognised in the income statement.  
        

1.15 Other assets       

Other assets are generally defined as claims held against other entities for the future receipt of money. 
The other assets in the Bank’s financial statements include the following:     
       
(a) Prepayment
       
Prepayments are payments made in advance for services  or goods to be enjoyed in future. The amount 
is initially capitalized in the reporting period in which the payment is made and subsequently amortised 
over the period in which the service is to be enjoyed. 
      
(b) Other receivables       
        
Other receivables are recognised upon the occurrence of event or transaction as they arise and cancelled 
when payment is received. The Bank’s other receivables are rent receivables and other receivables from 
debtors.
        
( C)  Office Supplies       
        
Office supplies stated at cost, cost being determined on moving average basis.    
   
1.16 Fair value measurement       
        
The Bank measures financial instruments classified as available-for-sale at fair value at each statement of 
financial position date. Fair value related disclosures for financial instruments and non-financial assets 
that are measured at fair value or where fair values are disclosed are, summarised in the following 
notes:

• Disclosures for valuation methods, significant estimates and assumptions (notes 1.3 and note 4.9.1)
• Quantitative disclosures of fair value measurement hierarchy (note 4.9.2)
• Financial instruments (including those carried at amortised cost) (note 4.9.3)   

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

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

The principal or the most advantageous market must be accessible to by the Bank.

The fair value of an asset or a liability is measured using the assumptions that market participants 
would use when pricing the asset or liability, assuming that market participants act in their economic 
best interest.



  moc.knabnemez.www

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2026

In Ethiopian Birr

  moc.knabnemez.www

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2026

In Ethiopian Birr

82   moc.knabnemez.www

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2025

In Ethiopian Birr

74 7546   moc.knabnemez.www

1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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46   moc.knabnemez.www

FOR THE YEAR ENDED JUNE 30,2026FOR THE YEAR ENDED JUNE 30,2026

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

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

•  Level 1 —  Quoted (unadjusted) market prices in active markets for identical assets or liabilities.
• Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value 

measurement is directly or indirectly observable.
• Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value 

measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the 
Bank determines whether transfers have occurred between Levels in the hierarchy by re-assessing 
categorisation (based on the lowest level input that is significant to the fair value measurement as 
a whole) at the end of each reporting period. The Bank’s management determines the policies and 
procedures for both recurring fair value measurement, such as available-for-sale financial assets. For 
the purpose of fair value disclosures, the Bank has determined classes of assets and liabilities on the 
basis of the nature, characteristics and risks of the asset or liability and the level of the fair value 
hierarchy as explained above.
       
1.17 Employee benefits 
      
The Bank operates various short term and post-employment schemes, including both defined benefit 
and defined contribution pension plans and post employment benefits.     
       
(a) Short term employee benefits       

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, 
such as paid vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), 
are recognised in the period in which the service is rendered and are not discounted.

The expected cost of compensated absences is recognised as an expense as the employees render 
services that increase their entitlement or, in the case of non-accumulating absences, when the absence 
occurs.

The expected cost of profit sharing and bonus payments is recognised as an expense when there is a 
legal or constructive obligation to make such payments as a result of past performance.
        

(b) Defined contribution plan       

The Bank operates two defined contribution plans;

i)       pension scheme in line with the provisions of Ethiopian pension of private organisation employees 
proclamation 715/2011.  Funding under the scheme is 7% and 11% by employees and the Bank 
respectively;

ii)     provident fund contribution, funding under this scheme is 4% by  the Bank;

Both schemes are based on the employees’ salary. Employer’s contributions to this scheme are charged 
to profit or loss and other comprehensive income in the period in which they relate.    
      
( c ) Defined benefit plan 
      
The liability or asset recognised in the statement of financial position in respect of defined benefit 
pension plans is the present value of the defined benefit obligation at the end of the reporting period 
less the fair value of plan assets. The defined benefit obligation is calculated annually by independent 
actuaries using the Projected Unit Credit Method.
       
The liability recognised in the statement of financial position in respect of defined benefit pension 
plans is the present value of the defined benefit obligation at the end of the reporting period less 
the fair value of plan assets. The defined benefit obligation is calculated annually by independent 
actuaries using the Projected Unit Credit Method. The present value of the defined benefit obligation 
is determined by discounting the estimated future cash outflows using interest rates of high-quality 
corporate bonds that are denominated in the currency in which the benefits will be paid, and that have 
terms to maturity approximating to the terms of the related pension obligation.

The cost of the defined benefit pension plan, long service awards, gratuity scheme and post-employment 
medical benefits and the present value of these defined benefit obligations are determined using 
actuarial valuations. An actuarial valuation involves making various assumptions that may differ 
from actual developments in the future. These include the determination of the discount rate, future 
salary increases, mortality rates and future pension increases. Due to the complexities involved in the 
valuation and its long-term nature, a defined benefit obligation is highly sensitive to changes in these 
assumptions. All assumptions are reviewed at each reporting date.
 
The current service cost of the defined benefit plan, recognised in the income statement in employee 
benefit expense, except where included in the cost of an asset, reflects the increase in the defined 
benefit obligation resulting from employee service in the current year, benefit changes curtailments 
and settlements.

Past-service costs are recognised immediately in income.
 
Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions 
are charged or credited to equity in other comprehensive income in the period in which they arise.
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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(d ) Termination benefits       
        
Termination benefits are payable to employees when employment is terminated by the Bank before 
the normal retirement date, or whenever an employee accepts voluntary redundancy in exchange 
for these benefits. The Bank recognises termination benefits when it is demonstrably committed to 
either: terminating the employment of current employees according to a detailed formal plan without 
possibility of withdrawal; or providing termination benefits as a result of an offer made to encourage 
voluntary redundancy.       
        
1.18 Provisions       
        
Provisions are recognised when:

•  the Bank has a present obligation as a result of a past event;     
                                                                                                                                      
•  it is probable that an outflow of resources embodying economic benefits will be required to settle 

the obligation; and  a reliable estimate can be made of the obligation.
                                                                                                                                                                                              
The amount of a provision is the present value of the expenditure expected to be required to settle the 
obligation.
 
Where some or all of the expenditure required to settle a provision is expected to be reimbursed by 
another party, the reimbursement shall be recognised when, and only when, it is virtually certain that 
reimbursement will be received if the entity settles the obligation. The reimbursement shall be treated 
as a separate asset. The amount recognised for the reimbursement shall not exceed the amount of the 
provision.

Provisions are not recognised for future operating losses.

If an entity has a contract that is onerous, the present obligation under the contract shall be recognised 
and measured as a provision. 
      
A constructive obligation to restructure arises only when an entity has a detailed formal plan for the 
restructuring, identifying at least:
       
• The business or part of a business concerned      
• the location, function, and approximate number of employees who will be compensated for 

terminating their service;      
• the expenditures that will be undertaken; and      
• when the plan will be implemented; and      
• has raised a valid expectation in those affected that it will carry out the restructuring by starting to 

implement that plan or announcing its main features to those affected by it.    
  

After their initial recognition contingent liabilities recognised in business combinations that are 
recognised separately are subsequently measured at the higher of:      
 
• the amount that would be recognised as a provision; and
• the amount initially recognised less cumulative amortisation.      

       
1.19  Share capital       
        
Incremental costs directly attributable to the issue of new shares or options or to the acquisition of a 
business are shown in equity as a deduction, net of tax, from the proceeds.
       
1.20  Earnings per share       

The Bank presents basic and diluted earnings per share (EPS) for its ordinary shares.  Basic earnings 
per share are calculated by dividing the profit or loss attributable to ordinary shareholders of the Bank 
by the weighted average number of shares outstanding during the period. Diluted EPS is determined 
by adjusting the profit or loss attributable to ordinary shareholders and weighted average number of 
ordinary shares outstanding for the effects of all dilutive potential ordinary shares.    
        
2 Change in Accounting Policies       
        
The Financial statements have been prepared in accordance with the International Financial Reporting 
standard on A basis consistent with the prior year. There is no change in accounting policy because of 
new or revised standards.
       
3 (i) New Standards, amendments, interpretations issued but not yet effective 
      
The financial statements have been prepared in accordance with International Financial Reporting 
Standards on a basis consistent with the prior year. There is no change in accounting policy because of 
new or revised standards.       
        
IFRS 18 — Presentation and Disclosure in Financial Statements    
   
IFRS 18, replaces IAS 1 presentation of financial statement, sets out significant new requirements for 
how financial statements are presented, with particular focus on:

The statement of profit or loss, including requirements for mandatory sub-totals to be presented. IFRS 
18 introduces requirements for items of income and expense to be classified into one of five categories 
in the statement of profit or loss. This classification results in certain sub-totals being presented, such as 
the sum of all items of income and expense in the operating category comprising the new mandatory 
‘operating profit or loss’ sub-total. 
       
Aggregation and disaggregation of information, including the introduction of overall principles for 
how information should be aggregated and disaggregated in financial statements.
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 
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Disclosures related to management-defined performance measures (MPMs), which are measures 
of financial performance based on a total or sub-total required by IFRS Accounting Standards with 
adjustments made (e.g. ‘adjusted profit or loss’). Entities will be required to disclose MPMs in the 
financial statements with disclosures, including reconciliations of MPMs to the nearest total or sub-
total calculated in accordance with IFRS Accounting Standards.      
 
IFRS 18 is effective for annual reporting periods beginning on or after 1 January 2027 with earlier 
application permitted.  
      
IFRS Sustainability Standards issued by ISSB but are not yet effective   
    
IFRS S1 General Requirements for Disclosure of Sustainability-related Financial 
Information
       
IFRS S1 sets out the general requirements for the content and presentation of information that an 
entity needs to provide about sustainability-related risks and opportunities. The objective of providing 
such information is to support users of general purpose financial reports in their decision-making 
process that relates to providing resources to the entity which prepares the general purpose financial 
report. That is, this information is intended to enable those users to assess the entity’s exposure to 
sustainability-related risks and opportunities over the short, medium and long term, as well as to assess 
how the entity manages those risks and opportunities in order to inform their decisions in providing 
resources to that entity.
       
IFRS S1 is effective for annual reporting periods beginning on or after 1 January 2024 with earlier 
application permitted. The Bank has not adapted the Standard awaiting guideline from the 
Regulator. 
      
IFRS S2 Climate-related Disclosures
       
IFRS S2 requires an entity “to disclose information about its climate-related risks and opportunities that 
is useful to primary users of general purpose financial reports in making decisions relating to providing 
resources to the entity.”  To meet this objective, an entity is required to disclose information about 
the climate-related risks and opportunities that could reasonably be expected to affect the entity’s 
prospects. Consistent with the requirements in IFRS S1, risks and opportunities that could reasonably 
be expected to affect the entity’s prospects are those that could reasonably be expected to affect its 
cash flows, its access to finance or cost of capital over the short, medium, and long term Those climate-
related risks and opportunities that are not reasonably expected to affect an entity’s prospects are 
outside the scope of IFRS S2. 
      
IFRS S2 is effective for annual reporting periods beginning on or after 1 January 2024 with earlier 
application permitted. The Bank has not adapted the Standard awaiting guideline from the 
Regulator.      

Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between 
an Investor and its Associate or Joint Venture       
       
If a parent loses control of a subsidiary which does not contain a business, as a result of a transaction 
with an associate or joint venture, then the gain or loss on the loss of control is recognised in the parents’ 
profit or loss only to the extent of the unrelated investors’ interest in the associate or joint venture. The 
remaining gain or loss is eliminated against the carrying amount of the investment in the associate or joint 
venture. The same treatment is followed for the measurement to fair value of any remaining investment 
which is itself an associate or joint venture. If the remaining investment is accounted for in terms of 
IFRS 9, then the measurement to fair value of that interest is recognised in full in the parents’ profit or 
loss.                                                                                                                                                                                       
      
The effective date of the amendment is to be determined by the IASB.     
  
IFRS 19 Subsidiaries without Public Accountability:       
 
This is a new standard which may be applied by subsidiaries which do not have public accountability. 
It is a disclosure only standard and provides for reduced disclosures for qualifying subsidiaries to apply, 
while still remaining compliant with the recognition, measurement and presentation requirements 
of IFRS accounting standards. The reduced disclosures provided in IFRS 19 may be applied by the 
subsidiary in their consolidated, separate or individual financial statements, provided that the ultimate 
or any intermediate parent produces consolidated financial statements available for public use that 
comply with IFRS accounting standards. A subsidiary has public accountability, and may not apply IFRS 
19, if its debt or equity instruments are traded in a public market or it is in the process of issuing such 
instruments for trading in a public market, or if it holds assets in a fiduciary capacity for a broad group 
of outsiders as one of its primary businesses.
          
The effective date of the amendment is for years beginning on or after 1 January, 2027.   
    
        
Amendment to IFRS 9 and IFRS 7: amendments to the classification and 
measurement of financial instruments. 
      
The amendments clarify the classification of financial assets with environmental, social and corporate 
governance (ESG) and similar features, as such features could affect whether the asset are measured 
at amortized cost or fair value. The amendment also clarifies the date on which a financial asset 
or financial liability is derecognized in cases where liabilities are settled through electronic payment 
systems.

The effective date of the amendment is for years beginning on or after 1 January,2027.   
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1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
estimates, and assumptions that affect the application of policies and reported amount of revenues, 
expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of 
contingent liabilities. These estimates and associated assumptions are based on experience and 
various other factors that are believed to be reasonable under the circumstances. Actual results 
may differ from the estimates. The estimates and the underlying assumptions are reviewed on 
an ongoing basis. Revision to the accounting estimates are recognised in the period in which the 
estimates are revised and future period affected.  
 
Other disclosures relating to the Bank’s exposure to risks and uncertainties includes:
 
• Liquidity risk (note 4.5) 
• Market risk (note 4.6) 
• Operational risk (note 4.7)       
        

1.3.1 Critical judgements in determining lease term     

The critical judgments made by the management consider all facts and circumstances that create 
economic incentive to exercise an extension option, or not exercise a termination option. Extension 
options ( or period after termination options) are only included on the lease term if the lease is 
reasonably certain to be extended (or not terminated). Potential future cash outflows have not 
been included in the lease liability because it is not reasonably certain that the leases will be 
extended (or not terminated)       
        
The assessment is reviewed if a significant event or a significant change in circumstances occurs 
which affects this assessment and that is within the control of the lessee. During the current 
financial year, the financial effect of revising lease terms to reflect the effect of exercise extension 
and termination options was not material. 
      
Operating lease commitments - Bank as lessee       
        
The Bank recognised rent expenses as operating lease if 
• The lease has low value or
• The lease term is 12 month or less (Short-term)       
        

1.3.2 Key sources of estimation uncertainty       

The key estimates and assumptions concerning the future and other key sources of estimation at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year, are described below. The Bank 
based its assumptions and estimates on parameters available when the financial statements were 

46   moc.knabnemez.www 46   moc.knabnemez.www

1.3 Significant accounting judgements, assumptions and source of  
      estimation uncertainty
       

The preparation of the Bank’s financial statements requires management to make judgments, 
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FOR THE YEAR ENDED JUNE 30,2026

Amendments to IAS 21 — Translation to a Hyperinflationary Presentation 
Currency       

The amendments to IAS 21 The Effects of Changes in Foreign Exchange Rates provide guidance on 
how an entity should translate financial statements when its presentation currency is hyperinflationary, 
while its functional currency is not hyperinflationary. 
      
The amendments clarify the translation requirements in situations where an entity presents its financial 
statements in a currency that is subject to hyperinflation. They are intended to improve consistency in 
the application of IAS 21 and provide clearer guidance on the appropriate translation approach.  
     
The amendments are effective for annual reporting periods beginning on or after 1 January 2027, with 
earlier application permitted. 
      
IFRS 20 — Regulatory Assets and Regulatory Liabilities     
  
The Standard requires eligible entities to recognise and provide information about regulatory assets, 
regulatory liabilities, regulatory income and regulatory expenses arising from differences in the timing 
between the supply of regulated goods or services and the recovery or recognition of the related 
compensation.  
     
IFRS 20 replaces IFRS 14 Regulatory Deferral Accounts and is effective for annual reporting periods 
beginning on or after 1 January 2029, with earlier application permitted.     
       
3 (ii) New Standards and Interpretations Effected This Year    
   
IAS 21 - Lack of Exchangeability (Amendments to IAS 21)     
  
The Effects of Changes in Foreign Exchange Rates does not include explicit requirements on the 
exchange rate an entity uses when the spot exchange rate is not observable. This amendment:  
     
Specify when a currency is exchangeable into another currency and when it is not — a 
currency is exchangeable when an entity is able to exchange that currency for the other currency 
through markets or exchange mechanisms that create enforceable rights and obligations without 
undue delay at the measurement date and for a specified purpose; a currency is not exchangeable into 
the other currency if an entity can only obtain an insignificant amount of the other currency.

Specify how an entity determines the exchange rate to apply when a currency is not 
exchangeable — when a currency is not exchangeable at the measurement date, an entity estimates 
the spot exchange rate as the rate that would have applied to an orderly transaction between market 
participants at the measurement date and that would faithfully reflect the economic conditions 
prevailing.       

Require the disclosure of additional information when a currency is not exchangeable — 
when a currency is not exchangeable an entity discloses information that would enable users of its 
financial statements to evaluate how a currency’s lack of exchangeability affects, or is expected to 
affect, its financial performance, financial position and cash flows.      
 
An entity does not apply the amendments retrospectively. Instead, an entity recognises any effect of 
initially applying the amendments as an adjustment to the opening balance of retained earnings when 
the entity reports foreign currency transactions. When an entity uses a presentation currency other 
than its functional currency, it recognises the cumulative amount of translation differences in equity. 
      
The amendments is effective for annual reporting periods beginning on or after 1 January 2025. Earlier 
application is permitted. The amendment has no material Impact on the Bank’s financial statements.  
      
      
4 Financial Risk Management     
      
4.1 Introduction     

Risk is inherent in the Bank’s activities, but is managed through a process of ongoing identification, 
measurement and monitoring, subject to risk limits and other controls. This process of risk management 
is critical to the Bank’s continuing profitability and each individual within the Bank is accountable for 
the risk exposures relating to his or her responsibilities. The Bank is exposed to credit risk, liquidity risk 
and market risk. It is also subject to country risk and various operating risks.

The independent risk control process does not include business risks such as changes in the environment, 
technology and industry. The Bank’s policy is to monitor those business risks through the Bank’s 
strategic planning process.
     
4.1.1 Risk management structure  
   
Risk management is one component of all core banking processes of the Bank. In its day-to-day 
activities, the Bank is exposed to various types of banking risks, the most important of which are credit 
risk, liquidity risk, foreign exchange risk, interest rate risk and operational risk. The Bank has established 
a comprehensive risk management system in line with Internationally Accepted Risk Management 
Principles and best practices with the necessary adoption to suit its core business activity.  
 
The Board of Directors has overall responsibility for the establishment and oversight of the Bank’s 
risk management framework. The President has established the Assets and liabilities and a Credit 
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Committee (ALCO) which are responsible for developing and monitoring the Bank’s risk management 
policies in their specified areas.
 
 
The Bank’s risk management and control is based on the following key principles;

• The Board of Directors approves the risk management policies of the Bank and ensures their 
implementation.

• The management is responsible for implementing the policies in a manner that limits risks associated 
with each risk exposure.

• Appropriate and effective internal control exists to safeguard assets and to ensure compliance with 
relevant laws, regulations and institutional policies.

• The risk management and monitoring is supported by a management information system that 
supplies timely and consolidated reports on the financial conditions, operating performance and 
risk exposure of the Bank.

• The independent Risk Management and Compliance Department is established to review compliance 
with the approved risk management policies and various risk related committees are established 
which are responsible for the implementation of the risk management policies.

     
4.1.2 Risk measurement and reporting systems     
      
The Bank’s risks are measured using a method that reflects both the expected loss likely to arise in 
normal circumstances and unexpected losses, which are an estimate of the ultimate actual loss based 
on statistical models. The models make use of probabilities derived from historical experience, adjusted 
to reflect the economic environment. The Bank also runs worst-case scenarios that would arise in the 
event that extreme events which are unlikely to occur do, in fact, occur.

Monitoring and controlling risks is primarily performed based on limits established by the Bank. These 
limits reflect the business strategy and market environment of the Bank as well as the level of risk that 
the Bank is willing to accept, with additional emphasis on selected regions. In addition, the Bank’s 
policy is to measure and monitor the overall risk bearing capacity in relation to the aggregate risk 
exposure across all risk types and activities.
     
4.1.3 Risk mitigation     
      
Risk controls and mitigants, identified and approved for the Bank, are documented for existing and 
new  processes and systems. The adequacy of these mitigants is tested on a periodic basis through 
administration of control self-assessment questionnaires, using an operational risk management tool 
which requires risk owners to confirm the effectiveness of established controls. These are subsequently 
audited as part of the review process. 

    
4.2 Financial instruments by category      
      
The Bank’s financial assets are classified into the following measurement categories: Amortised Cost, 
Fair value through profit and loss and Fair value through other comprehensive income and the financial 
liabilities are classified into other liabilities at amortised cost.

Financial instruments are classified in the statement of financial position in accordance with their legal 
form and substance.     
    
The Bank’s classification of its financial assets is summarised in the table below:   
 

4.3 Credit risk     
      
Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument 
fails to meet its contractual obligations, and arises principally from the Bank’s loans and advances to 
customers and other banks and other financial assets. 
    
4.3.1 Management of credit risk     
      
Credit risk is the risk of financial loss of the bank if the customers or counter party to a financial 
instrument fails to meet its contractual obligations, and arises principally the banks loans and advances 
to customers and other financial assets. 
Exposure to credit risk is managed through periodic analysis of the ability of borrowers and potential 
borrowers to determine their capacity to meet principal and interest thereon, and restructuring such 
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4.2 Financial instruments by category (continued)

Notes

Fair value through 
Other Comprehensive 

Income Amortised Cost Total

30 June 2026 ETB'000 ETB'000 ETB'000
Cash and cash equivalents 15 -                                                50,296,646                   50,296,646 
Loans and advances to customers (net) 16 -                                                51,727,717                   51,727,717 
Investments at fair value through OCI 17                     1,000,156 -                                                  1,000,156 
Investment at amortized cost 17 -                                                  7,149,990                     7,149,990 
Other assets 18 -                                                  2,406,748                     2,406,748 

                  1,000,156                111,581,100              112,581,257 

Notes

Fair value through 
Other Comprehensive 

Income Amortised Cost Total

30 June 2025 ETB'000 ETB'000 ETB'000
Cash and cash equivalents 15 -                                                33,894,004                   33,894,004 
Loans and advances to customers (net) 16 -                                                41,526,316                   41,526,316 
Investments at fair value through OCI 17                       815,234 -                                                    815,234 
Investment at amortized cost 17 -                                                  6,790,608                     6,790,608 
Other assets 18 -                                                  1,462,374                     1,462,374 

                     815,234                  83,673,301                84,488,536 

4.3 Credit risk

4.3.1 Management of credit risk

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

In the estimation of credit risk, the Bank estimates the following parameters:

a) Probability of Default (PD)

This is the probability that an obligor or counterparty will default over a given period, usually one year. This can be calculated on portfolio by portfolio basis or
collectively depending on availability of historical data.

b) Loss Given Default (LGD)

Loss Given Default is defined as the portion of the loan determined to be irrecoverable at the time of loan default
 (1– recovery rate). The Bank methods for estimating LGD includes both quantitative and qualitative factors.

c) Exposure at Default (EAD)

This represents the amount that is outstanding at the point of default. Its estimation includes the drawn amount and expected utilisation of the undrawn
commitment at default.

Credit risk is the risk of financial loss of the bank if the customers or counter party to a financial instrument fails to meet its contractual obligations, and arises
principally the banks loans and advances to customers and other financial assets.

In measuring credit risk of Financial assets at amortized cost to various counter parties, the Bank considers the character and capacity of the obligor to meet
contractual obligation, current exposures to the counter party/obligor and its likely future development, credit history of the counter party/obligor; and likely
recover ratio in case of default obligations – value of collateral and other solutions.   

Exposure to credit risk is managed through periodic analysis of the ability of borrowers and potential borrowers to determine their capacity to meet principal
and interest thereon, and restructuring such limits as appropriate. Exposure to credit risk is also mitigated, in part, by obtaining collateral, commercial and
personal guarantees.

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

Credit management is conducted as per the risk management policy and guideline approved by the Board of Directors and the Risk Management Committees.
Such policies are reviewed and modified periodically based on changes and expectations of the markets where the Bank operates, regulations, and other
factors.

The Bank's classification of its financial assets is summarised in the table below:

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

Financial Risk Management (continued)

37
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limits as appropriate. Exposure to credit risk is also mitigated, in part, by obtaining collateral, commercial 
and personal guarantees.
     
The Bank structures the levels of credit risk it undertakes by placing limits on the amount of risk 
accepted in relation to one borrower, or groups of borrowers, and to term of the financial instrument 
and economic sectors.     
      
The National Bank of Ethiopia (NBE) sets credit risk limit for a single borrower, one related party and all 
related parties do not exceed 25%, 15% and 35% of Bank’s total capital amount as of the reporting 
quarterly period, respectively.     
      
Credit management is conducted as per the risk management policy and guideline approved by the 
Board of Directors and the Risk Management Committees. Such policies are reviewed and modified 
periodically based on changes and expectations of the markets where the Bank operates, regulations, 
and other factors.     

In measuring credit risk of Financial assets at amortized cost to various counter parties, the Bank 
considers the character and capacity of the obligor to meet contractual obligation, current exposures 
to the counter party/obligor and its likely future development, credit history of the counter party/
obligor; and likely recover ratio in case of default obligations – value of collateral and other solutions. 

In the estimation of credit risk, the Bank estimates the following parameters:

a) Probability of Default (PD)

This is the probability that an obligor or counterparty will default over a given period, usually one 
year. This can be calculated on portfolio by portfolio basis or collectively depending on availability of 
historical data.

b) Loss Given Default (LGD)

Loss Given Default is defined as the portion of the loan determined to be irrecoverable at the time of loan default 
 (1– recovery rate). The Bank methods for estimating LGD includes both quantitative and qualitative 
factors.

c) Exposure at Default (EAD)

This represents the amount that is outstanding at the point of default. Its estimation 
includes the drawn amount and expected utilisation of the undrawn commitment at default. 
     

4.3.2 Credit related commitments risks
     
The Bank holds collateral against loans and advances to customers in the form of bank guarantees and 
property. Estimates of fair value are based on the value of collateral assessed at the time of lending, 
and generally are not updated except when a loan is individually assessed as impaired.    
  
4.3.3 Maximum exposure to credit risk before collateral held or credit 
enhancements     
      
a) Types of credit exposure

The Bank’s maximum exposure to credit risk at  June 30, 2026 and June 30, 2025, respectively, is 
represented by the net carrying amounts in the statement of financial position.    
 
      
    

The above table represents a worst case scenario of credit risk exposure of the Bank as at the reporting 
dates without taking account of any collateral held or other credit enhancements attached.
Management is confident in its ability to continue to control and effectively manage the credit risk 
exposure in the Bank’s loan and advances portfolio.     
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4.3.2 Credit related commitments risks

4.3.3 Maximum exposure to credit risk before collateral held or credit enhancements

a)

Note 30 June 2026 30 June 2025
ETB'000 ETB'000

Cash and cash equivalents 15                    50,296,646                   33,894,004 
16                    51,727,717                   41,526,316 
17                      1,000,156                       815,234 

17                      7,149,990                     6,790,608 
Other assets 18                      2,406,748                     1,462,374 

                 112,581,257                   84,488,536 
Credit risk exposures relating to off balance sheet items are as follows:
Loan commitments 39C                      3,600,925                     4,119,913 
Letter of credit and other credit related obligations 39b                    23,795,301                     9,748,351 

                   27,396,226                   13,868,264 

               139,977,483                98,356,800 

(b) Loans and advances to customer at amortized cost ,

(i) Gross loans and advances to customers per sector is analysed as follows:

Note 30 June 2026 30 June 2025
ETB'000 ETB'000

Building and construction 8,424,507                     7,304,856 
Personal Loans - Customers 8,302,780                     6,199,198 
Export 6,914,232                     6,009,885 
Domestic Trade and Service 6,884,829                     5,234,732 
Industry 6,840,492                     5,445,738 
Hotel and Tourism 5,608,038                     4,684,088 
Import 5,227,954                     3,205,706 
Personal Loans - Staffs 2,031,228                     2,083,165 
Transportation 1,526,709                     1,501,264 
Agriculture 830,908                       649,327 

                 52,591,676                42,317,958 

(ii)

30 June 2026 30 June 2025
ETB'000 ETB'000

Performing 49,386,425                   39,210,502 
Under Performing 1,882,645                     1,869,930 
Non Performing 1,322,607                     1,237,526 

                 52,591,676                42,317,958 

The above table represents a worst case scenario of credit risk exposure of the Bank as at the reporting dates without taking account of any collateral held or
other credit enhancements attached. 

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

The Bank holds collateral against loans and advances to customers in the form of bank guarantees and property. Estimates of fair value are based on the value
of collateral assessed at the time of lending, and generally are not updated except when a loan is individually assessed as impaired. 

Types of credit exposure

The Bank's maximum exposure to credit risk at June 30, 2026 and June 30, 2025, respectively, is represented by the net carrying amounts in the statement of
financial position.

Gross loans and advances  to customers per IFRS 9 impairment standard is analysed as follows:

Loans and advances to customers
Investments at fair value through OCI
Investment at amortized cost

38
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4.3.4 Credit quality analysis     
      
(i) Credit quality of bank balances     
      
The credit quality of bank balances and short-term investments that were neither past due nor impaired 
at as June 30, 2026 and June 30, 2025 and are held in Ethiopian banks have been classified as 
non-rated as there are no credit rating agencies in Ethiopia. However, bank balances that is held in 
foreign banks can be assessed by reference to credit rating agency designation as shown in the table 
below; 

Definitions of ratings     
      

This denotes expectations of a very low default risk. It indicates a 
very strong capacity for payment of financial commitments. This 
capacity is not significantly vulnerable to foreseeable events.  
 
This denotes expectations of low default risk. The capacity for 
payment of financial commitments is considered strong. This 
capacity may, nevertheless, be more vulnerable to adverse business 
or economic conditions than is the case for higher ratings.  
  
This indicates that expectations of default risk are currently low. 
The capacity for payment of financial commitments is considered 
adequate, but adverse business or economic conditions are more 
likely to impair this capacity.
    
This indicates financial institutions or other counterparties with no 
available ratings. 
   

A “+ “(plus) or “-” (minus) may be appended to a rating to indicate the relative position of a credit 
within the rating category. This is based on Fitch national long-term issuer default ratings.  
 
(ii) Loans and advances to customers at amortized cost     

 
The loans and advances and loss allowance for loans and advances to customers also includes the loss 
allowances for letter of credit and financial guarantee contracts.     

Explanation of the terms ‘Stage 1’, ‘Stage 2’ and ‘Stage 3’ is included in note 1.7. (c), (i)   
  

AA: Very high credit quality:

A: High credit quality:

 
BBB: Good credit quality:

Not rated: 
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4.3.4 Credit quality analysis

(i) Credit quality of bank balances

Note 30 June 2026 30 June 2025
ETB'000 ETB'000

A+                    22,657,760                     6,656,299 
A                         162,467                     7,845,239 
AA-                            2,872                           3,120 
BBB+                      7,020,208                                -   
B+                                -   
BBB-                     8,626,241 
Not Rated                    19,501,795                   10,160,099 

                 49,345,103                33,290,998 

Definitions of ratings

AA: Very high credit quality

A: High credit quality

BBB: Good credit quality

Not rated

Explanation of the terms ‘Stage 1’, ‘Stage 2’ and ‘Stage 3’ is included in note 1.7. (c), (i)

30 June 2026 Stage 1 Stage 2 Stage 3 Total

Stage 1 – Pass             49,386,425                                -                                   -                     49,386,425 
Stage 2 – Special mention                          -                       1,882,645                                 -                       1,882,645 
Stage 3 - Non performing                          -                                  -                        1,322,607                     1,322,607 
Total gross exposure 49,386,425 1,882,645 1,322,607 52,591,676 

Loss allowance (note 15)                (134,532)                      (131,943)                       (597,485)                      (863,959)

49,251,894 1,750,702 725,122 51,727,717 

30 June 2025 Stage 1 Stage 2 Stage 3 Total

Stage 1 – Pass             39,210,502                                -                                   -                     39,210,502 

Stage 2 – Special mention                          -                       1,869,930                                 -                       1,869,930 

Stage 3 - Non performing                          -                                  -                        1,237,526                     1,237,526 

Total gross exposure           39,210,502                   1,869,930                    1,237,526                42,317,958 

Loss allowance (note 15)                (111,463)                        (35,199)                       (644,981)                      (791,643)

39,099,040 1,834,731 592,545 41,526,316 

This denotes expectations of a very low default risk. It indicates a very strong capacity for payment of financial commitments.
This capacity is not significantly vulnerable to foreseeable events.

This indicates that expectations of default risk are currently low. The capacity for payment of financial commitments is considered
adequate, but adverse business or economic conditions are more likely to impair this capacity.

This denotes expectations of low default risk. The capacity for payment of financial commitments is considered strong. This
capacity may, nevertheless, be more vulnerable to adverse business or economic conditions than is the case for higher ratings.

This indicates financial institutions or other counterparties with no available ratings.

A "+ "(plus) or "-" (minus) may be appended to a rating to indicate the relative position of a credit within the rating category. This is based on Fitch national
long-term issuer default ratings.

(ii) Loans and advances to customers at amortized cost 

The loans and advances and loss allowance for loans and advances to customers also includes the loss allowances for letter of credit and financial guarantee
contracts.

The credit quality of bank balances and short-term investments that were neither past due nor impaired at as June 30, 2026 and June 30, 2025 and are held in
Ethiopian banks have been classified as non-rated as there are no credit rating agencies in Ethiopia. However, bank balances that is held in foreign banks can
be assessed by reference to credit rating agency designation as shown in the table below;

39
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30 June 2026 Stage 1 Stage 2 Stage 3 Total

Stage 1 – Pass             13,889,569                                -                                   -                     13,889,569 

Stage 2 – Special mention                          -                                  -                                   -                                  -   

Stage 3 - Non performing                          -                                  -                                   -                                  -   

Total gross exposure           13,889,569                                -                                   -                  13,889,569 

Loss allowance (note 18,a)                    (4,908)                                -                                   -                           (4,908)

          13,884,660                                -                                   -                        625,830 

30 June 2025 Stage 1 Stage 2 Stage 3 Total

Stage 1 – Pass                  625,871                                -                                   -                         625,871 

Stage 2 – Special mention                          -                                  -                                   -                                  -   

Stage 3 - Non performing                          -                                  -                                   -                                  -   

Total gross exposure                625,871                                -                                   -                        625,871 

Loss allowance (note 18,a)                        (41)                                -                                   -                                (41)

               625,830                                -                                   -                        625,830 

30 June 2026 Gross exposure Loss allowance Net carrying amount

Cash and balances with 
banks 12 Month ECL                   50,296,646                           (2,859)                   50,293,787 

Investment securities (debt 
instruments) 12 Month ECL                     7,150,447                             (458)                     7,149,990 

Other receivables and 
financial assets Lifetime ECL                         41,249                         (34,663)                           6,586 

Emergency staff loans Lifetime ECL                       460,563                               (23)                       460,540 

               57,948,905                       (38,003)                57,910,902 

30 June 2025 Gross exposure Loss allowance Net carrying amount

Cash and balances with 
banks 12 Month ECL                   33,895,668                           (1,665)                   33,894,004 

Investment securities (debt 
instruments) 12 Month ECL                     6,790,947                             (340)                     6,790,608 

Other receivables and 
financial assets Lifetime ECL                       286,941                         (18,498)                       268,444 

Emergency staff loans Lifetime ECL                       301,217                               (15)                       301,202 

               41,274,774                       (20,517)                41,254,258 

(iii) Off balance sheet items

(iv) Other financial assets (debt instruments)
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4.3.4 Credit quality analysis

(i) Credit quality of bank balances

Note 30 June 2026 30 June 2025
ETB'000 ETB'000

A+                    22,657,760                     6,656,299 
A                         162,467                     7,845,239 
AA-                            2,872                           3,120 
BBB+                      7,020,208                                -   
B+                                -   
BBB-                     8,626,241 
Not Rated                    19,501,795                   10,160,099 

                 49,345,103                33,290,998 

Definitions of ratings

AA: Very high credit quality

A: High credit quality

BBB: Good credit quality

Not rated

Explanation of the terms ‘Stage 1’, ‘Stage 2’ and ‘Stage 3’ is included in note 1.7. (c), (i)

30 June 2026 Stage 1 Stage 2 Stage 3 Total

Stage 1 – Pass             49,386,425                                -                                   -                     49,386,425 
Stage 2 – Special mention                          -                       1,882,645                                 -                       1,882,645 
Stage 3 - Non performing                          -                                  -                        1,322,607                     1,322,607 
Total gross exposure 49,386,425 1,882,645 1,322,607 52,591,676 

Loss allowance (note 15)                (134,532)                      (131,943)                       (597,485)                      (863,959)

49,251,894 1,750,702 725,122 51,727,717 

30 June 2025 Stage 1 Stage 2 Stage 3 Total

Stage 1 – Pass             39,210,502                                -                                   -                     39,210,502 

Stage 2 – Special mention                          -                       1,869,930                                 -                       1,869,930 

Stage 3 - Non performing                          -                                  -                        1,237,526                     1,237,526 

Total gross exposure           39,210,502                   1,869,930                    1,237,526                42,317,958 

Loss allowance (note 15)                (111,463)                        (35,199)                       (644,981)                      (791,643)

39,099,040 1,834,731 592,545 41,526,316 

This denotes expectations of a very low default risk. It indicates a very strong capacity for payment of financial commitments.
This capacity is not significantly vulnerable to foreseeable events.

This indicates that expectations of default risk are currently low. The capacity for payment of financial commitments is considered
adequate, but adverse business or economic conditions are more likely to impair this capacity.

This denotes expectations of low default risk. The capacity for payment of financial commitments is considered strong. This
capacity may, nevertheless, be more vulnerable to adverse business or economic conditions than is the case for higher ratings.

This indicates financial institutions or other counterparties with no available ratings.

A "+ "(plus) or "-" (minus) may be appended to a rating to indicate the relative position of a credit within the rating category. This is based on Fitch national
long-term issuer default ratings.

(ii) Loans and advances to customers at amortized cost 

The loans and advances and loss allowance for loans and advances to customers also includes the loss allowances for letter of credit and financial guarantee
contracts.

The credit quality of bank balances and short-term investments that were neither past due nor impaired at as June 30, 2026 and June 30, 2025 and are held in
Ethiopian banks have been classified as non-rated as there are no credit rating agencies in Ethiopia. However, bank balances that is held in foreign banks can
be assessed by reference to credit rating agency designation as shown in the table below;
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v) Loans and advances to corporate customers     
      
The general creditworthiness of a corporate customer tends to be the most relevant indicator of credit 
quality of a loan extended to it. However, collateral provides additional security and the Bank generally 
requests that corporate borrowers provide it. The Bank may take collateral in the form of a first charge 
over real estate, floating charges over all corporate assets and other liens and guarantees.   
  
Because of the Bank’s focus on corporate customers’ creditworthiness, the Bank does not routinely 
update the valuation of collateral held against all loans to corporate customers. Valuation of collateral 
is updated when the loan is put on a watch list and the loan is monitored more closely. For credit-
impaired loans, the Bank obtains appraisals of collateral because it provides input into determining the 
management credit risk actions.

vi) Investment securities designated as at FVTPL
     
At June 30, 2026, the Bank had no exposure to credit risk of the investment securities designated as at 
FVTPL. 
    
4.3.5 Amounts arising from ECL
     
i)  Inputs, assumptions and techniques used for estimating impairment  
   
 See accounting policy in note 1.7.(c).
     
ii)  Significant increase in credit risk 
    
When determining whether the risk of default on a financial instrument has increased significantly 
since initial recognition, the Bank considers reasonable and supportable information that is relevant 
and available without undue cost or effort. This includes both quantitative and qualitative information 
and analysis, based on the Bank’s historical experience and expert credit assessment and including 
forward-looking information.     
      

The objective of the assessment is to identify whether a significant increase in credit risk has occurred 
for an exposure by comparing: 
    
• the remaining lifetime probability of default (PD) as at the reporting date; with 
 
• the remaining lifetime PD for this point in time that was estimated at the time of initial recognition 

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

The Bank uses three criteria for determining whether there has been a significant increase in credit 
risk: 
    
 •  quantitative test based on movement in PD;     
 •  qualitative indicators; and     
 •  a backstop of 30 days past due.     
      
iii)  Credit risk grades     
      
The Bank allocates each exposure to a credit risk grade based on a variety of data that is determined 
to be predictive of the risk of default and applying experienced credit judgement. Credit risk grades are 
defined using qualitative and quantitative factors that are indicative of risk of default. These factors 
vary depending on the nature of the exposure and the type of borrower.    
 
Credit risk grades are defined and calibrated such that the risk of default occurring increases exponentially 
as the credit risk deteriorates so, for example, the difference in risk of default between credit risk grades 
1 and 2 is smaller than the difference between credit risk grades 2 and 3.Each exposure is allocated to 
a credit risk grade on initial recognition based on available information about the borrower. Exposures 
are subject to ongoing monitoring, which may result in an exposure being moved to a different credit 
risk grade. The monitoring typically involves use of the following data;    
 
a. Term loan exposures     
      
Information obtained during periodic review of customer files – e.g. audited financial statements, 
management accounts, budgets and projections are considered. Examples of areas of particular focus 
are: gross profit margins, financial leverage ratios, debt service coverage, compliance   
  
• Data from credit reference agencies, press articles, changes in external credit ratings;
• Actual and expected significant changes in the political, regulatory and technological environment 

of the borrower or in its business activities;     
• Internally collected data on customer behaviour – e.g. utilisation of credit card facilities;
• Affordability metrics.     
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30 June 2026 Stage 1 Stage 2 Stage 3 Total

Stage 1 – Pass             13,889,569                                -                                   -                     13,889,569 

Stage 2 – Special mention                          -                                  -                                   -                                  -   

Stage 3 - Non performing                          -                                  -                                   -                                  -   

Total gross exposure           13,889,569                                -                                   -                  13,889,569 

Loss allowance (note 18,a)                    (4,908)                                -                                   -                           (4,908)

          13,884,660                                -                                   -                        625,830 

30 June 2025 Stage 1 Stage 2 Stage 3 Total

Stage 1 – Pass                  625,871                                -                                   -                         625,871 

Stage 2 – Special mention                          -                                  -                                   -                                  -   

Stage 3 - Non performing                          -                                  -                                   -                                  -   

Total gross exposure                625,871                                -                                   -                        625,871 

Loss allowance (note 18,a)                        (41)                                -                                   -                                (41)

               625,830                                -                                   -                        625,830 

30 June 2026 Gross exposure Loss allowance Net carrying amount

Cash and balances with 
banks 12 Month ECL                   50,296,646                           (2,859)                   50,293,787 

Investment securities (debt 
instruments) 12 Month ECL                     7,150,447                             (458)                     7,149,990 

Other receivables and 
financial assets Lifetime ECL                         41,249                         (34,663)                           6,586 

Emergency staff loans Lifetime ECL                       460,563                               (23)                       460,540 

               57,948,905                       (38,003)                57,910,902 

30 June 2025 Gross exposure Loss allowance Net carrying amount

Cash and balances with 
banks 12 Month ECL                   33,895,668                           (1,665)                   33,894,004 

Investment securities (debt 
instruments) 12 Month ECL                     6,790,947                             (340)                     6,790,608 

Other receivables and 
financial assets Lifetime ECL                       286,941                         (18,498)                       268,444 

Emergency staff loans Lifetime ECL                       301,217                               (15)                       301,202 

               41,274,774                       (20,517)                41,254,258 

(iii) Off balance sheet items

(iv) Other financial assets (debt instruments)
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b. Overdraft exposures
     
• Payment record – this includes overdue status as well as a range of variables about payment 

ratios  
• Utilisation of the granted limit     
• Requests for and granting of forbearance     
• Existing and forecast changes in business, financial and economic conditions.    

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

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

The credit risk may also be deemed to have increased significantly since initial recognition based on 
qualitative factors linked to the Bank’s credit risk management processes that may not otherwise be 
fully reflected in its quantitative analysis on a timely basis. This will be the case for exposures that meet 
certain heightened risk criteria, such as placement on a watch list. Such qualitative factors are based 
on its expert judgment and relevant historical experiences.     
      
As a backstop, the Bank considers that a significant increase in credit risk occurs no later than when an 
asset is more than 30 days past due. Days past due are determined by counting the number of days 
since the earliest elapsed due date in respect of which full payment has not been received. Due dates 
are determined without considering any grace period that might be available to the borrower. 

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

The Bank monitors the effectiveness of the criteria used to identify significant increases in credit risk by 
regular reviews to confirm that:
     
• the criteria are capable of identifying significant increases in credit risk before an exposure is in 

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

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

• exposures are not generally transferred directly from 12-month ECL measurement to credit- 
impaired; and     

• there is no unwarranted volatility in loss allowance from transfers between 12-month PD (Stage 1) 
and lifetime PD (Stage 2). 

    
vi)   Definition of default 
    
The Bank considers a financial asset to be in default when: 
    
• the borrower is unlikely to pay its credit obligations to the Bank in full, without recourse by the 

Bank to actions such as realising security (if any is held); 
    
• the borrower is more than 90 days past due on any material credit obligation to the Bank.
 
• Overdrafts are considered as being past due once the customer has breached an advised limit or 

been advised of a limit smaller than the current amount outstanding; or 
   
• it is becoming probable that the borrower will restructure the asset as a result of bankruptcy due 

to the borrower’s inability to pay its credit obligations.     
      
In assessing whether a borrower is in default, the Bank considers indicators that are:    
 
• qualitative: e.g. breaches of covenant;     
• quantitative: e.g. overdue status and non-payment on another obligation of the same issuer to the 

Bank; and     
• based on data developed internally and obtained from external sources.   
• Inputs into the assessment of whether a financial instrument is in default and their significance may 

vary over time to reflect changes in circumstances.     

The definition of default largely aligns with that applied by the Bank for regulatory capital purposes.  
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4.3.5

vii)
Trade, services bal, USD              932,500,000.00             2,352,000,000.00           2,834,000,000.00 

Broad money (% GDP) - Sovereign Scorecard                             19.08                               17.55                             17.25 

Import cover months                               1.44                                 2.18                               2.58 

Real GDP, USD (PPP) constant 2010        260,680,512,077.75         280,868,102,602.44        302,764,565,715.09 

Nominal GDP, LCU   10,237,224,000,000.00    12,810,021,000,000.00   15,166,203,500,000.00 

Nominal GDP/cap, USD                         1,159.33                             908.50                           728.29 

Nominal GDP, USD        151,010,901,098.90         121,238,539,526.41         99,893,205,131.98 

Nominal GDP, USD (PPP)        413,416,542,668.29         457,383,695,022.40        501,069,643,065.37 

Real GDP, LCU (2010 prices)     1,115,869,000,000.00      1,202,284,000,000.00     1,296,014,000,000.00 

Real GDP, USD (2010 prices)         77,439,276,593.38           83,436,320,230.96         89,941,011,547.86 

Real GDP/cap, LCU                         8,556.40                          8,984.95                         9,444.27 

Real GDP/cap, USD (2010 prices)                           593.80                             623.54                           655.42 

Private final cons, LCU     8,153,314,500,000.00    10,338,613,000,000.00   12,286,377,500,000.00 

Private final cons/cap, LCU                       62,421.74                        77,214.05                       89,479.24 

Private final cons, USD        120,076,607,802.49           97,695,959,562.89         80,936,930,712.52 

Private final cons/cap, USD                           921.75                             732.03                           590.10 

Private final cons, LCU (2010 prices)        809,576,500,000.00         868,142,000,000.00        912,745,000,000.00 

Private final cons, USD (2010 prices)         56,183,134,854.54           60,247,473,906.28         63,342,840,883.86 

Private final cons/cap, LCU (2010 prices)                         6,207.14                          6,488.81                         6,652.41 

Govt final cons, LCU        600,553,500,000.00         693,678,500,000.00        788,168,500,000.00 

Govt final cons/cap, LCU                         4,602.20                          5,182.44                         5,741.47 

Govt final cons, USD           8,981,237,742.55             6,598,424,767.44           5,201,128,032.45 

Govt final cons/cap, USD                             69.01                               49.46                             37.93 

Govt final cons, LCU (2010 prices)         91,139,000,000.00           96,639,000,000.00        100,024,500,000.00 

Govt final cons, USD (2010 prices)           6,324,880,635.13             6,706,570,619.59           6,941,518,154.56 

Govt final cons/cap, LCU (2010 prices)                           698.78                             722.42                           729.06 

Savings, LCU     2,259,646,500,000.00      2,813,748,000,000.00     2,727,280,000,000.00 

Savings/cap, LCU                       17,268.51                        21,049.14                       19,880.61 

Lending rate, %, avg                             14.63                               14.75                             13.69 

Lending rate, %, eop                             14.75                               14.75                             12.63 

M1, LCU        584,105,000,000.00         660,745,000,000.00        747,570,000,000.00 

M1, LCU        584,105,000,000.00         660,745,000,000.00        747,570,000,000.00 

M2, LCU     1,932,335,000,000.00      2,247,120,000,000.00     2,613,620,000,000.00 

M2, LCU     1,932,335,000,000.00      2,247,120,000,000.00     2,613,620,000,000.00 

Total employment                38,138,900.00                 39,189,350.00                48,031,600.00 

Total revenue, LCU        802,382,500,000.00      1,229,344,000,000.00     1,839,128,000,000.00 

Total revenue, USD         11,941,431,529.32           11,047,662,877.19         12,048,698,830.78 

Total expend, LCU     1,029,424,500,000.00      1,469,203,000,000.00     2,189,081,000,000.00 

Total expend, USD         15,376,676,150.21           13,349,128,070.26         14,310,623,945.93 

Current expend, LCU        617,737,500,000.00         860,970,500,000.00     1,256,472,000,000.00 

Current expend, USD           9,287,824,333.17             7,813,575,989.52           8,228,997,676.21 

Capex, LCU        411,687,500,000.00         608,233,500,000.00        932,609,000,000.00 

Capex, USD           6,088,857,870.21             5,535,561,746.63           6,081,626,858.21 

Budget bal, LCU      (227,042,000,000.00)       (239,859,500,000.00)      (349,953,000,000.00)

Budget bal, USD          (3,435,244,620.89)           (2,301,468,805.79)          (2,261,925,703.65)

LCU/USD, avg                             68.60                             110.50                           151.87 

LCU/USD, eop                             90.98                             140.81                           165.33 

Nominal Effective Exchange Rate Index                             29.94                               19.38                             13.34 

Real effective exchange rate index                           172.76                             126.17                             96.29 

Political Risk Index                             59.37                               59.44                             58.57 

Central bank policy rate, %, eop                             11.00                               15.00                             15.50 

30 June 2026

Upside Median/
Central

Downside

Cluster 1 0.00% 90.0% 10.00%
Cluster 2 10.00% 80.0% 10.00%
Cluster 3 10.00% 70.0% 20.00%
Cluster 4 10.00% 70.0% 20.00%

30 June 2025

Upside Median/
Central

Downside

Cluster 1 6.67% 73.33% 20.00%
Cluster 2 13.33% 73.33% 13.33%
Cluster 3 13.33% 66.67% 20.00%
Cluster 4 13.33% 66.67% 20.00%

Scenario probability weightings

Financial Risk Management (continued)

Amounts arising from ECL (continued)

Incorporation of forward-looking information

44

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

The FLI model incorporates forward-looking macroeconomic conditions through portfolio-specific 
adjustments developed for four clusters of statistically comparable economic sectors. These adjustments 
provide a common industry reference for member banks, subject to each bank’s approved IFRS 9 
governance, validation and management judgement. For each cluster, three macroeconomic scenarios 
are modelled: base, upside and downside. The scenarios are developed from Fitch Ratings forecasts 
and scenario-specific assumptions. Probability weights are derived from the historical distribution of 
cluster-level NPL ratios over ten semi-annual observations from December 2021 to June 2026 
 
Historical credit risk performance is represented by cluster-level NPL ratios calculated as aggregate 
Stage 3 outstanding balances divided by aggregate total gross loan balances. Macroeconomic inputs 
comprise historical Ethiopian data and forward-looking projections from Fitch Ratings, an independent 
external provider.

The macroeconomic variables are screened using an absolute correlation threshold of 50% which is 
statistical best practice, followed by assessments of economic plausibility and multicollinearity. Variables 
meeting both the quantitative and qualitative criteria are retained for the modelling process. 
 
Principal Component Analysis is applied to the selected variables to derive a composite macroeconomic 
index for each cluster and mitigate multicollinearity. The relationship between the composite index 
and historical cluster-level NPL ratios is then modelled to quantify credit risk sensitivity and derive 
probability-weighted macroeconomic adjustment factors.     
      
The key drivers for credit risk for each of the Bank’s economic sectors is summarized below:.   
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The key drivers for credit risk for each of the Bank’s economic sectors is summarized below:.

Sector/Product

Cluster 1-Agriculture, 
Consumer loans and 
overdrafts

Import cover months, Current 
account bal, USD G&S bal, USD Nominal Effective 

Exchange Rate Index
CPI inflation, 2010=100, 

eop
Trade, goods bal, USD 
and Goods imp, USD

Cluster 2-Domestic Trade & 
Services, Transport, Health, 
and Merchandise

CPI inflation, 2010=100, eop Import cover months Services exp, LCU Current account bal, USD Capex, LCU and Total 
revenue, LCU

Cluster 3-Building & 
Construction, Hotel and 
Tourism, industry and 
Manufacturing & Production

Import cover months G&S imp, LCU Private final cons, LCU Budget bal, USD Services imp, USD and 
Trade, goods bal, USD

Cluster 4-Export and 
Import 

Nominal Effective Exchange Rate 
Index

Use of IMF credit/cap, 
USD Total revenue, USD, Capex, USD and Total 

expend, USD
 LCU/USD, eop and Total 

govt debt, LCU

Indicator 2024 2025 2026

CPI inflation, 2010=100, eop                           944.06                          1,067.39                         1,195.49 

CPI inflation, 2010=100, avg                           964.37                          1,126.78                         1,276.05 

Total debt service, LCU         98,864,143,238.50         195,771,067,238.50        315,190,348,840.00 

Total debt service, USD           1,462,645,000.00             1,688,140,000.00           2,070,855,000.00 

Total debt service/cap, USD                             11.23                               12.59                             15.09 

Use of IMF credit, LCU        173,964,221,650.00         353,471,027,200.00        450,363,006,000.00 

Use of IMF credit, USD           1,703,500,000.00             2,485,000,000.00           2,724,000,000.00 

Use of IMF credit/cap, USD                             13.01                               18.56                             19.86 

Total govt debt, LCU     4,831,770,464,500.00      7,092,427,370,000.00     8,528,988,000,000.00 

Total govt debt, USD         56,080,000,000.00           50,175,000,000.00         51,610,000,000.00 

Total govt debt/cap, USD                           430.98                             374.98                           376.30 

G&S exp, LCU        613,920,500,000.00         700,861,500,000.00        803,019,500,000.00 

G&S exp, USD           9,217,423,625.91             6,657,107,085.73           5,297,772,455.20 

G&S imp, LCU     1,301,269,500,000.00      1,484,423,500,000.00     1,687,460,000,000.00 

G&S imp, USD         19,542,132,908.57           14,098,507,326.53         11,140,321,059.81 

G&S bal, LCU      (823,414,009,200.00)    (1,212,724,966,200.00)   (1,746,386,743,750.00)

G&S bal, USD        (12,017,000,000.00)         (11,171,000,000.00)        (11,409,500,000.00)

Transport & comms nom GVA, LCU        348,182,000,000.00         418,931,000,000.00        509,268,000,000.00 

Transport & comms nom GVA, USD           5,192,643,198.76             3,957,960,610.67           3,348,856,134.01 

Finance, public sector nom GVA, LCU     1,775,622,500,000.00      2,095,806,500,000.00     2,360,882,500,000.00 

Finance, public sector nom GVA, USD         26,168,338,725.35           20,136,675,500.51         15,542,266,542.42 

Trade, accom & food nom GVA, LCU     1,600,576,000,000.00      1,916,969,500,000.00     2,137,322,500,000.00 

Trade, accom & food nom GVA, USD         23,490,796,639.02           18,429,095,861.54         14,079,757,030.59 

Utilities nom GVA, % GDP                               0.58                                 0.51                               0.47 

Budget bal, LCU      (227,042,000,000.00)       (239,859,500,000.00)      (349,953,000,000.00)

Budget bal, USD          (3,435,244,620.89)           (2,301,468,805.79)          (2,261,925,703.65)

Goods imp, LCU     1,229,003,419,800.00      2,250,866,360,800.00     3,495,783,871,000.00 

Goods imp, USD         17,475,000,000.00           20,221,000,000.00         22,839,000,000.00 

Goods exp, LCU        325,231,662,650.00         771,227,727,650.00     1,315,885,537,750.00 

Goods exp, USD           4,525,500,000.00             6,697,500,000.00           8,595,500,000.00 

Trade, goods bal, LCU      (903,799,057,650.00)    (1,479,638,633,150.00)   (2,179,898,333,250.00)

Trade, goods bal, USD        (12,950,000,000.00)         (13,523,500,000.00)        (14,243,500,000.00)

STER, Economic Growth                             20.00                               10.00                             15.00 

Services imp, LCU        435,786,095,400.00         636,996,178,900.00        938,076,939,750.00 

Services imp, USD           6,569,500,000.00             5,712,500,000.00           6,156,000,000.00 

Services exp, LCU        516,129,843,200.00         903,868,545,200.00     1,371,588,529,250.00 

Services exp, USD           7,502,000,000.00             8,064,500,000.00           8,990,000,000.00 

Current account bal, USD          (4,373,000,000.00)           (3,110,000,000.00)          (3,055,000,000.00)

Trade, services bal, LCU         80,343,747,800.00         266,872,366,300.00        433,511,589,500.00 

The economic scenarios used as at 30 June, 2026 included the following key indicators for Ethiopia for the years 2024 to 2026:

Macroeconomic factors

Historical credit risk performance is represented by cluster-level NPL ratios calculated as aggregate Stage 3 outstanding balances divided by aggregate total
gross loan balances. Macroeconomic inputs comprise historical Ethiopian data and forward-looking projections from Fitch Ratings, an independent external
provider.

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

The FLI model incorporates forward-looking macroeconomic conditions through portfolio-specific adjustments developed for four clusters of statistically
comparable economic sectors. These adjustments provide a common industry reference for member banks, subject to each bank’s approved IFRS 9
governance, validation and management judgement. For each cluster, three macroeconomic scenarios are modelled: base, upside and downside. The scenarios
are developed from Fitch Ratings forecasts and scenario-specific assumptions. Probability weights are derived from the historical distribution of cluster-level
NPL ratios over ten semi-annual observations from December 2021 to June 2026

Amounts arising from ECL (continued)

Principal Component Analysis is applied to the selected variables to derive a composite macroeconomic index for each cluster and mitigate multicollinearity.
The relationship between the composite index and historical cluster-level NPL ratios is then modelled to quantify credit risk sensitivity and derive probability-
weighted macroeconomic adjustment factors

The macroeconomic variables are screened using an absolute correlation threshold of 50% which is statistical best practice, followed by assessments of
economic plausibility and multicollinearity. Variables meeting both the quantitative and qualitative criteria are retained for the modelling process.
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The key drivers for credit risk for each of the Bank’s economic sectors is summarized below:.

Sector/Product

Cluster 1-Agriculture, 
Consumer loans and 
overdrafts

Import cover months, Current 
account bal, USD G&S bal, USD Nominal Effective 

Exchange Rate Index
CPI inflation, 2010=100, 

eop
Trade, goods bal, USD 
and Goods imp, USD

Cluster 2-Domestic Trade & 
Services, Transport, Health, 
and Merchandise

CPI inflation, 2010=100, eop Import cover months Services exp, LCU Current account bal, USD Capex, LCU and Total 
revenue, LCU

Cluster 3-Building & 
Construction, Hotel and 
Tourism, industry and 
Manufacturing & Production

Import cover months G&S imp, LCU Private final cons, LCU Budget bal, USD Services imp, USD and 
Trade, goods bal, USD

Cluster 4-Export and 
Import 

Nominal Effective Exchange Rate 
Index

Use of IMF credit/cap, 
USD Total revenue, USD, Capex, USD and Total 

expend, USD
 LCU/USD, eop and Total 

govt debt, LCU

Indicator 2024 2025 2026

CPI inflation, 2010=100, eop                           944.06                          1,067.39                         1,195.49 

CPI inflation, 2010=100, avg                           964.37                          1,126.78                         1,276.05 

Total debt service, LCU         98,864,143,238.50         195,771,067,238.50        315,190,348,840.00 

Total debt service, USD           1,462,645,000.00             1,688,140,000.00           2,070,855,000.00 

Total debt service/cap, USD                             11.23                               12.59                             15.09 

Use of IMF credit, LCU        173,964,221,650.00         353,471,027,200.00        450,363,006,000.00 

Use of IMF credit, USD           1,703,500,000.00             2,485,000,000.00           2,724,000,000.00 

Use of IMF credit/cap, USD                             13.01                               18.56                             19.86 

Total govt debt, LCU     4,831,770,464,500.00      7,092,427,370,000.00     8,528,988,000,000.00 

Total govt debt, USD         56,080,000,000.00           50,175,000,000.00         51,610,000,000.00 

Total govt debt/cap, USD                           430.98                             374.98                           376.30 

G&S exp, LCU        613,920,500,000.00         700,861,500,000.00        803,019,500,000.00 

G&S exp, USD           9,217,423,625.91             6,657,107,085.73           5,297,772,455.20 

G&S imp, LCU     1,301,269,500,000.00      1,484,423,500,000.00     1,687,460,000,000.00 

G&S imp, USD         19,542,132,908.57           14,098,507,326.53         11,140,321,059.81 

G&S bal, LCU      (823,414,009,200.00)    (1,212,724,966,200.00)   (1,746,386,743,750.00)

G&S bal, USD        (12,017,000,000.00)         (11,171,000,000.00)        (11,409,500,000.00)

Transport & comms nom GVA, LCU        348,182,000,000.00         418,931,000,000.00        509,268,000,000.00 

Transport & comms nom GVA, USD           5,192,643,198.76             3,957,960,610.67           3,348,856,134.01 

Finance, public sector nom GVA, LCU     1,775,622,500,000.00      2,095,806,500,000.00     2,360,882,500,000.00 

Finance, public sector nom GVA, USD         26,168,338,725.35           20,136,675,500.51         15,542,266,542.42 

Trade, accom & food nom GVA, LCU     1,600,576,000,000.00      1,916,969,500,000.00     2,137,322,500,000.00 

Trade, accom & food nom GVA, USD         23,490,796,639.02           18,429,095,861.54         14,079,757,030.59 

Utilities nom GVA, % GDP                               0.58                                 0.51                               0.47 

Budget bal, LCU      (227,042,000,000.00)       (239,859,500,000.00)      (349,953,000,000.00)

Budget bal, USD          (3,435,244,620.89)           (2,301,468,805.79)          (2,261,925,703.65)

Goods imp, LCU     1,229,003,419,800.00      2,250,866,360,800.00     3,495,783,871,000.00 

Goods imp, USD         17,475,000,000.00           20,221,000,000.00         22,839,000,000.00 

Goods exp, LCU        325,231,662,650.00         771,227,727,650.00     1,315,885,537,750.00 

Goods exp, USD           4,525,500,000.00             6,697,500,000.00           8,595,500,000.00 

Trade, goods bal, LCU      (903,799,057,650.00)    (1,479,638,633,150.00)   (2,179,898,333,250.00)

Trade, goods bal, USD        (12,950,000,000.00)         (13,523,500,000.00)        (14,243,500,000.00)

STER, Economic Growth                             20.00                               10.00                             15.00 

Services imp, LCU        435,786,095,400.00         636,996,178,900.00        938,076,939,750.00 

Services imp, USD           6,569,500,000.00             5,712,500,000.00           6,156,000,000.00 

Services exp, LCU        516,129,843,200.00         903,868,545,200.00     1,371,588,529,250.00 

Services exp, USD           7,502,000,000.00             8,064,500,000.00           8,990,000,000.00 

Current account bal, USD          (4,373,000,000.00)           (3,110,000,000.00)          (3,055,000,000.00)

Trade, services bal, LCU         80,343,747,800.00         266,872,366,300.00        433,511,589,500.00 

The economic scenarios used as at 30 June, 2026 included the following key indicators for Ethiopia for the years 2024 to 2026:

Macroeconomic factors

Historical credit risk performance is represented by cluster-level NPL ratios calculated as aggregate Stage 3 outstanding balances divided by aggregate total
gross loan balances. Macroeconomic inputs comprise historical Ethiopian data and forward-looking projections from Fitch Ratings, an independent external
provider.

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

The FLI model incorporates forward-looking macroeconomic conditions through portfolio-specific adjustments developed for four clusters of statistically
comparable economic sectors. These adjustments provide a common industry reference for member banks, subject to each bank’s approved IFRS 9
governance, validation and management judgement. For each cluster, three macroeconomic scenarios are modelled: base, upside and downside. The scenarios
are developed from Fitch Ratings forecasts and scenario-specific assumptions. Probability weights are derived from the historical distribution of cluster-level
NPL ratios over ten semi-annual observations from December 2021 to June 2026

Amounts arising from ECL (continued)

Principal Component Analysis is applied to the selected variables to derive a composite macroeconomic index for each cluster and mitigate multicollinearity.
The relationship between the composite index and historical cluster-level NPL ratios is then modelled to quantify credit risk sensitivity and derive probability-
weighted macroeconomic adjustment factors

The macroeconomic variables are screened using an absolute correlation threshold of 50% which is statistical best practice, followed by assessments of
economic plausibility and multicollinearity. Variables meeting both the quantitative and qualitative criteria are retained for the modelling process.
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viii) Modified financial assets     
      
The contractual terms of a loan may be modified for a number of reasons, including changing 
market conditions, customer retention and other factors not related to a current or potential credit 
deterioration of the customer. An existing loan whose terms have been modified may be derecognised 
and the renegotiated loan recognised as a new loan at fair value in accordance with the accounting 
policy set out.     

When the terms of a financial asset are modified and the modification does not result in derecognition, 
the determination of whether the asset’s credit risk has increased significantly reflects comparison 
of: its remaining lifetime PD at the reporting date based on the modified terms; with the remaining 
lifetime PD estimated based on data on initial recognition and the original contractual terms.  
   
When modification results in derecognition, a new loan is recognised and allocated to Stage 1 (assuming 
it is not credit-impaired at that time). 
    
The Bank renegotiates loans to customers in financial difficulties (referred to as ‘forbearance activities’) 
to maximise collection opportunities and minimise the risk of default. Under the Bank’s forbearance 
policy, loan forbearance is granted on a selective basis if the debtor is currently in default on its debt 
or if there is a high risk of default, there is evidence that the debtor made all reasonable efforts to pay 
under the original contractual terms and the debtor is expected to be able to meet the revised terms.
     
The revised terms usually include extending the maturity, changing the timing of interest payments and 
amending the terms of loan covenants. Both retail and corporate loans are subject to the forbearance 
policy. The Bank’s Credit Committee regularly reviews reports on forbearance activities.   
  
For financial assets modified as part of the Bank’s forbearance policy, the estimate of PD reflects 
whether the modification has improved or restored the Bank’s ability to collect interest and principal 
and the Bank’s previous experience of similar forbearance action. As part of this process, the Bank 
evaluates the borrower’s payment performance against the modified contractual terms and considers 
various behavioural indicators. 
    
Generally, forbearance is a qualitative indicator of a significant increase in credit risk and an expectation 
of forbearance may constitute evidence that an exposure is credit-impaired. A customer needs to 
demonstrate consistently good payment behaviour over a period of time before the exposure is no 
longer considered to be credit-impaired/in default or the PD is considered to have decreased such that 
the loss allowance reverts to being measured at an amount equal to Stage 1.    
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Trade, services bal, USD              932,500,000.00             2,352,000,000.00           2,834,000,000.00 

Broad money (% GDP) - Sovereign Scorecard                             19.08                               17.55                             17.25 

Import cover months                               1.44                                 2.18                               2.58 

Real GDP, USD (PPP) constant 2010        260,680,512,077.75         280,868,102,602.44        302,764,565,715.09 

Nominal GDP, LCU   10,237,224,000,000.00    12,810,021,000,000.00   15,166,203,500,000.00 

Nominal GDP/cap, USD                         1,159.33                             908.50                           728.29 

Nominal GDP, USD        151,010,901,098.90         121,238,539,526.41         99,893,205,131.98 

Nominal GDP, USD (PPP)        413,416,542,668.29         457,383,695,022.40        501,069,643,065.37 

Real GDP, LCU (2010 prices)     1,115,869,000,000.00      1,202,284,000,000.00     1,296,014,000,000.00 

Real GDP, USD (2010 prices)         77,439,276,593.38           83,436,320,230.96         89,941,011,547.86 

Real GDP/cap, LCU                         8,556.40                          8,984.95                         9,444.27 

Real GDP/cap, USD (2010 prices)                           593.80                             623.54                           655.42 

Private final cons, LCU     8,153,314,500,000.00    10,338,613,000,000.00   12,286,377,500,000.00 

Private final cons/cap, LCU                       62,421.74                        77,214.05                       89,479.24 

Private final cons, USD        120,076,607,802.49           97,695,959,562.89         80,936,930,712.52 

Private final cons/cap, USD                           921.75                             732.03                           590.10 

Private final cons, LCU (2010 prices)        809,576,500,000.00         868,142,000,000.00        912,745,000,000.00 

Private final cons, USD (2010 prices)         56,183,134,854.54           60,247,473,906.28         63,342,840,883.86 

Private final cons/cap, LCU (2010 prices)                         6,207.14                          6,488.81                         6,652.41 

Govt final cons, LCU        600,553,500,000.00         693,678,500,000.00        788,168,500,000.00 

Govt final cons/cap, LCU                         4,602.20                          5,182.44                         5,741.47 

Govt final cons, USD           8,981,237,742.55             6,598,424,767.44           5,201,128,032.45 

Govt final cons/cap, USD                             69.01                               49.46                             37.93 

Govt final cons, LCU (2010 prices)         91,139,000,000.00           96,639,000,000.00        100,024,500,000.00 

Govt final cons, USD (2010 prices)           6,324,880,635.13             6,706,570,619.59           6,941,518,154.56 

Govt final cons/cap, LCU (2010 prices)                           698.78                             722.42                           729.06 

Savings, LCU     2,259,646,500,000.00      2,813,748,000,000.00     2,727,280,000,000.00 

Savings/cap, LCU                       17,268.51                        21,049.14                       19,880.61 

Lending rate, %, avg                             14.63                               14.75                             13.69 

Lending rate, %, eop                             14.75                               14.75                             12.63 

M1, LCU        584,105,000,000.00         660,745,000,000.00        747,570,000,000.00 

M1, LCU        584,105,000,000.00         660,745,000,000.00        747,570,000,000.00 

M2, LCU     1,932,335,000,000.00      2,247,120,000,000.00     2,613,620,000,000.00 

M2, LCU     1,932,335,000,000.00      2,247,120,000,000.00     2,613,620,000,000.00 

Total employment                38,138,900.00                 39,189,350.00                48,031,600.00 

Total revenue, LCU        802,382,500,000.00      1,229,344,000,000.00     1,839,128,000,000.00 

Total revenue, USD         11,941,431,529.32           11,047,662,877.19         12,048,698,830.78 

Total expend, LCU     1,029,424,500,000.00      1,469,203,000,000.00     2,189,081,000,000.00 

Total expend, USD         15,376,676,150.21           13,349,128,070.26         14,310,623,945.93 

Current expend, LCU        617,737,500,000.00         860,970,500,000.00     1,256,472,000,000.00 

Current expend, USD           9,287,824,333.17             7,813,575,989.52           8,228,997,676.21 

Capex, LCU        411,687,500,000.00         608,233,500,000.00        932,609,000,000.00 

Capex, USD           6,088,857,870.21             5,535,561,746.63           6,081,626,858.21 

Budget bal, LCU      (227,042,000,000.00)       (239,859,500,000.00)      (349,953,000,000.00)

Budget bal, USD          (3,435,244,620.89)           (2,301,468,805.79)          (2,261,925,703.65)

LCU/USD, avg                             68.60                             110.50                           151.87 

LCU/USD, eop                             90.98                             140.81                           165.33 

Nominal Effective Exchange Rate Index                             29.94                               19.38                             13.34 

Real effective exchange rate index                           172.76                             126.17                             96.29 

Political Risk Index                             59.37                               59.44                             58.57 

Central bank policy rate, %, eop                             11.00                               15.00                             15.50 

30 June 2026

Upside Median/
Central

Downside

Cluster 1 0.00% 90.0% 10.00%
Cluster 2 10.00% 80.0% 10.00%
Cluster 3 10.00% 70.0% 20.00%
Cluster 4 10.00% 70.0% 20.00%

30 June 2025

Upside Median/
Central

Downside

Cluster 1 6.67% 73.33% 20.00%
Cluster 2 13.33% 73.33% 13.33%
Cluster 3 13.33% 66.67% 20.00%
Cluster 4 13.33% 66.67% 20.00%

Scenario probability weightings
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Trade, services bal, USD              932,500,000.00             2,352,000,000.00           2,834,000,000.00 

Broad money (% GDP) - Sovereign Scorecard                             19.08                               17.55                             17.25 

Import cover months                               1.44                                 2.18                               2.58 

Real GDP, USD (PPP) constant 2010        260,680,512,077.75         280,868,102,602.44        302,764,565,715.09 

Nominal GDP, LCU   10,237,224,000,000.00    12,810,021,000,000.00   15,166,203,500,000.00 

Nominal GDP/cap, USD                         1,159.33                             908.50                           728.29 

Nominal GDP, USD        151,010,901,098.90         121,238,539,526.41         99,893,205,131.98 

Nominal GDP, USD (PPP)        413,416,542,668.29         457,383,695,022.40        501,069,643,065.37 

Real GDP, LCU (2010 prices)     1,115,869,000,000.00      1,202,284,000,000.00     1,296,014,000,000.00 

Real GDP, USD (2010 prices)         77,439,276,593.38           83,436,320,230.96         89,941,011,547.86 

Real GDP/cap, LCU                         8,556.40                          8,984.95                         9,444.27 

Real GDP/cap, USD (2010 prices)                           593.80                             623.54                           655.42 

Private final cons, LCU     8,153,314,500,000.00    10,338,613,000,000.00   12,286,377,500,000.00 

Private final cons/cap, LCU                       62,421.74                        77,214.05                       89,479.24 

Private final cons, USD        120,076,607,802.49           97,695,959,562.89         80,936,930,712.52 

Private final cons/cap, USD                           921.75                             732.03                           590.10 

Private final cons, LCU (2010 prices)        809,576,500,000.00         868,142,000,000.00        912,745,000,000.00 

Private final cons, USD (2010 prices)         56,183,134,854.54           60,247,473,906.28         63,342,840,883.86 

Private final cons/cap, LCU (2010 prices)                         6,207.14                          6,488.81                         6,652.41 

Govt final cons, LCU        600,553,500,000.00         693,678,500,000.00        788,168,500,000.00 

Govt final cons/cap, LCU                         4,602.20                          5,182.44                         5,741.47 

Govt final cons, USD           8,981,237,742.55             6,598,424,767.44           5,201,128,032.45 

Govt final cons/cap, USD                             69.01                               49.46                             37.93 

Govt final cons, LCU (2010 prices)         91,139,000,000.00           96,639,000,000.00        100,024,500,000.00 

Govt final cons, USD (2010 prices)           6,324,880,635.13             6,706,570,619.59           6,941,518,154.56 

Govt final cons/cap, LCU (2010 prices)                           698.78                             722.42                           729.06 

Savings, LCU     2,259,646,500,000.00      2,813,748,000,000.00     2,727,280,000,000.00 

Savings/cap, LCU                       17,268.51                        21,049.14                       19,880.61 

Lending rate, %, avg                             14.63                               14.75                             13.69 

Lending rate, %, eop                             14.75                               14.75                             12.63 

M1, LCU        584,105,000,000.00         660,745,000,000.00        747,570,000,000.00 

M1, LCU        584,105,000,000.00         660,745,000,000.00        747,570,000,000.00 

M2, LCU     1,932,335,000,000.00      2,247,120,000,000.00     2,613,620,000,000.00 

M2, LCU     1,932,335,000,000.00      2,247,120,000,000.00     2,613,620,000,000.00 

Total employment                38,138,900.00                 39,189,350.00                48,031,600.00 

Total revenue, LCU        802,382,500,000.00      1,229,344,000,000.00     1,839,128,000,000.00 

Total revenue, USD         11,941,431,529.32           11,047,662,877.19         12,048,698,830.78 

Total expend, LCU     1,029,424,500,000.00      1,469,203,000,000.00     2,189,081,000,000.00 

Total expend, USD         15,376,676,150.21           13,349,128,070.26         14,310,623,945.93 

Current expend, LCU        617,737,500,000.00         860,970,500,000.00     1,256,472,000,000.00 

Current expend, USD           9,287,824,333.17             7,813,575,989.52           8,228,997,676.21 

Capex, LCU        411,687,500,000.00         608,233,500,000.00        932,609,000,000.00 

Capex, USD           6,088,857,870.21             5,535,561,746.63           6,081,626,858.21 

Budget bal, LCU      (227,042,000,000.00)       (239,859,500,000.00)      (349,953,000,000.00)

Budget bal, USD          (3,435,244,620.89)           (2,301,468,805.79)          (2,261,925,703.65)

LCU/USD, avg                             68.60                             110.50                           151.87 

LCU/USD, eop                             90.98                             140.81                           165.33 

Nominal Effective Exchange Rate Index                             29.94                               19.38                             13.34 

Real effective exchange rate index                           172.76                             126.17                             96.29 

Political Risk Index                             59.37                               59.44                             58.57 

Central bank policy rate, %, eop                             11.00                               15.00                             15.50 

30 June 2026

Upside Median/
Central

Downside

Cluster 1 0.00% 90.0% 10.00%
Cluster 2 10.00% 80.0% 10.00%
Cluster 3 10.00% 70.0% 20.00%
Cluster 4 10.00% 70.0% 20.00%

30 June 2025

Upside Median/
Central

Downside

Cluster 1 6.67% 73.33% 20.00%
Cluster 2 13.33% 73.33% 13.33%
Cluster 3 13.33% 66.67% 20.00%
Cluster 4 13.33% 66.67% 20.00%

Scenario probability weightings

Financial Risk Management (continued)
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Trade, services bal, USD              932,500,000.00             2,352,000,000.00           2,834,000,000.00 

Broad money (% GDP) - Sovereign Scorecard                             19.08                               17.55                             17.25 

Import cover months                               1.44                                 2.18                               2.58 

Real GDP, USD (PPP) constant 2010        260,680,512,077.75         280,868,102,602.44        302,764,565,715.09 

Nominal GDP, LCU   10,237,224,000,000.00    12,810,021,000,000.00   15,166,203,500,000.00 

Nominal GDP/cap, USD                         1,159.33                             908.50                           728.29 

Nominal GDP, USD        151,010,901,098.90         121,238,539,526.41         99,893,205,131.98 

Nominal GDP, USD (PPP)        413,416,542,668.29         457,383,695,022.40        501,069,643,065.37 

Real GDP, LCU (2010 prices)     1,115,869,000,000.00      1,202,284,000,000.00     1,296,014,000,000.00 

Real GDP, USD (2010 prices)         77,439,276,593.38           83,436,320,230.96         89,941,011,547.86 

Real GDP/cap, LCU                         8,556.40                          8,984.95                         9,444.27 

Real GDP/cap, USD (2010 prices)                           593.80                             623.54                           655.42 

Private final cons, LCU     8,153,314,500,000.00    10,338,613,000,000.00   12,286,377,500,000.00 

Private final cons/cap, LCU                       62,421.74                        77,214.05                       89,479.24 

Private final cons, USD        120,076,607,802.49           97,695,959,562.89         80,936,930,712.52 

Private final cons/cap, USD                           921.75                             732.03                           590.10 

Private final cons, LCU (2010 prices)        809,576,500,000.00         868,142,000,000.00        912,745,000,000.00 

Private final cons, USD (2010 prices)         56,183,134,854.54           60,247,473,906.28         63,342,840,883.86 

Private final cons/cap, LCU (2010 prices)                         6,207.14                          6,488.81                         6,652.41 

Govt final cons, LCU        600,553,500,000.00         693,678,500,000.00        788,168,500,000.00 

Govt final cons/cap, LCU                         4,602.20                          5,182.44                         5,741.47 

Govt final cons, USD           8,981,237,742.55             6,598,424,767.44           5,201,128,032.45 

Govt final cons/cap, USD                             69.01                               49.46                             37.93 

Govt final cons, LCU (2010 prices)         91,139,000,000.00           96,639,000,000.00        100,024,500,000.00 

Govt final cons, USD (2010 prices)           6,324,880,635.13             6,706,570,619.59           6,941,518,154.56 

Govt final cons/cap, LCU (2010 prices)                           698.78                             722.42                           729.06 

Savings, LCU     2,259,646,500,000.00      2,813,748,000,000.00     2,727,280,000,000.00 

Savings/cap, LCU                       17,268.51                        21,049.14                       19,880.61 

Lending rate, %, avg                             14.63                               14.75                             13.69 

Lending rate, %, eop                             14.75                               14.75                             12.63 

M1, LCU        584,105,000,000.00         660,745,000,000.00        747,570,000,000.00 

M1, LCU        584,105,000,000.00         660,745,000,000.00        747,570,000,000.00 

M2, LCU     1,932,335,000,000.00      2,247,120,000,000.00     2,613,620,000,000.00 

M2, LCU     1,932,335,000,000.00      2,247,120,000,000.00     2,613,620,000,000.00 

Total employment                38,138,900.00                 39,189,350.00                48,031,600.00 

Total revenue, LCU        802,382,500,000.00      1,229,344,000,000.00     1,839,128,000,000.00 

Total revenue, USD         11,941,431,529.32           11,047,662,877.19         12,048,698,830.78 

Total expend, LCU     1,029,424,500,000.00      1,469,203,000,000.00     2,189,081,000,000.00 

Total expend, USD         15,376,676,150.21           13,349,128,070.26         14,310,623,945.93 

Current expend, LCU        617,737,500,000.00         860,970,500,000.00     1,256,472,000,000.00 

Current expend, USD           9,287,824,333.17             7,813,575,989.52           8,228,997,676.21 

Capex, LCU        411,687,500,000.00         608,233,500,000.00        932,609,000,000.00 

Capex, USD           6,088,857,870.21             5,535,561,746.63           6,081,626,858.21 

Budget bal, LCU      (227,042,000,000.00)       (239,859,500,000.00)      (349,953,000,000.00)

Budget bal, USD          (3,435,244,620.89)           (2,301,468,805.79)          (2,261,925,703.65)

LCU/USD, avg                             68.60                             110.50                           151.87 

LCU/USD, eop                             90.98                             140.81                           165.33 

Nominal Effective Exchange Rate Index                             29.94                               19.38                             13.34 

Real effective exchange rate index                           172.76                             126.17                             96.29 

Political Risk Index                             59.37                               59.44                             58.57 

Central bank policy rate, %, eop                             11.00                               15.00                             15.50 

30 June 2026

Upside Median/
Central

Downside

Cluster 1 0.00% 90.0% 10.00%
Cluster 2 10.00% 80.0% 10.00%
Cluster 3 10.00% 70.0% 20.00%
Cluster 4 10.00% 70.0% 20.00%

30 June 2025

Upside Median/
Central

Downside

Cluster 1 6.67% 73.33% 20.00%
Cluster 2 13.33% 73.33% 13.33%
Cluster 3 13.33% 66.67% 20.00%
Cluster 4 13.33% 66.67% 20.00%

Scenario probability weightings

Financial Risk Management (continued)

Amounts arising from ECL (continued)

Incorporation of forward-looking information
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ix) Measurement of ECL
     
The key inputs into the measurement of ECL are the term structure of the following variables:  
   
 -   Probability of Default (PD);     
 -   Loss given Default (LGD); and     
 -   Exposure at Default (EAD). 
    
ECL for exposures in Stage 1 is calculated by multiplying the 12-month PD by LGD and EAD. Lifetime 
ECL is calculated by multiplying the lifetime PD by LGD and EAD.
     
The methodology of estimating PDs is discussed above under the heading ‘Generating the term 
structure of PD’.
     
LGD is the magnitude of the likely loss if there is a default. The Bank estimates LGD parameters based 
on the history of recovery rates of claims against defaulted counterparties. The LGD models consider 
the structure, collateral, seniority of the claim, counterparty industry and recovery costs of any collateral 
that is integral to the financial asset.  
    
EAD represents the expected exposure in the event of a default. The Bank derives the EAD from the 
current exposure to the counterparty and potential changes to the current amount allowed under 
the contract and arising from amortisation. The EAD of a financial asset is its gross carrying amount 
at the time of default. For lending commitments, the EADs are potential future amounts that may be 
drawn under the contract, which are estimated based on historical observations and forward-looking 
forecasts. For financial guarantees, the EAD represents the amount of the guaranteed exposure when 
the financial guarantee becomes payable. For some financial assets, EAD is determined by modelling 
the range of possible exposure outcomes at various points in time using scenario and statistical 
techniques.     
      
As described above, and subject to using a maximum of a 12-month PD for Stage 1 financial assets, the 
Bank measures ECL considering the risk of default over the maximum contractual period (including any 
borrower’s extension options) over which it is exposed to credit risk, even if, for credit risk management 
purposes, the Bank considers a longer period.      
      
The maximum contractual period extends to the date at which the Bank has the right to require 
repayment of an advance or terminate a loan commitment or guarantee. However, for overdrafts 
that include both a loan and an undrawn commitment component, the Bank measures ECL over 
a period longer than the maximum contractual period if the Bank’s contractual ability to demand 
repayment and cancel the undrawn commitment does not limit the Bank’s exposure to credit losses to 
the contractual notice period. These facilities do not have a fixed term or repayment structure and are 
managed on a collective basis. The Bank can cancel them with immediate effect but this contractual 
right is not enforced in the normal day-to-day management, but only when the Bank becomes aware 

of an increase in credit risk at the facility level. This longer period is estimated taking into account the 
credit risk management actions that the Bank expects to take, and that serve to mitigate ECL. These 
include a reduction in limits, cancellation of the facility and/or turning the outstanding balance into a 
loan with fixed repayment terms. 

Where modelling of a parameter is carried out on a collective basis, the financial instruments are 
grouped on the basis of shared risk characteristics that include:
     
     •   instrument type;     
     •   credit risk grading;     
     •   collateral type;     
     •   LTV ratio for retail mortgages;     
     •   date of initial recognition;     
     •   remaining term to maturity;     
     •   industry; and     
     •   geographic location of the borrower.     
      
The groupings are subject to regular review to ensure that exposures within a particular group remain 
appropriately homogeneous.
     
4.3.6 Statement of prudential adjustments     
      
Provisions under prudential guidelines are determined using the time based provisioning prescribed by 
the National Bank of Ethiopia (NBE) directives. This is at variance with the expected credit loss model 
required by IFRS under IFRS 9. As a result of the differences in the methodology/provision, there will be 
variances in the impairments allowances required under the two methodologies.

The proclamation ‘Financial Reporting Proclamation No.847/2014 stipulates that Banks would be 
required to make provisions for loans as prescribed in the relevant IFRS Standards when IFRS is adopted.

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

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

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

• Prudential provisions is less than IFRS provisions; IFRS determined provision is charged to the 
statement of comprehensive income. The cumulative balance in the regulatory risk reserve is 
thereafter reversed to the general reserve account.
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During the period  ended June 30,2026, their is transferred amount to the regulatory risk reserve. 
This amount represents the difference between the provisions for credit and other known losses as 
determined under the NBE Directives, and the impairment reserve as determined in line with IFRS 9 as 
at year end.

As per the requirements of IFRS , banks should recognize interest income on the written down amount of 
the loan after the impairment loss, on an accrual basis, using the EIR. However,  As per the requirement 
of National Bank of Ethiopia, banks should derecognize interest income on impaired exposures, special 
attention should be paid to impaired exposures with a higher number of days past due (e.g. more than 
90 days past due). 
    
To comply with the  directive of the NBE, the Bank has reversed the suspended interest on impaired 
loans from retained earning  account and transferred to Regulatory Risk reserve account as the amount 
is non- distributable to the  shareholders.  

4.3.7 Credit concentrations     
      
The Bank monitors concentrations of credit risk by social sector. An analysis of concentrations of credit 
risk at 30 June 2026 and 30 June 2025 are presented as here below. The Bank concentrates all its 
financial assets in Ethiopia.     

      

4.3.8 Collateral held and their financial effect     
      
The general creditworthiness of a customer tends to be the most relevant indicator of credit quality of 
a loan extended to it. However, collateral provides additional security and the Bank generally requests 
that corporate borrowers provide it. Staff loans are secured to the extent of the employee’s continued 
employment in the Bank.

The Bank may take collateral in the form of a first charge over real estate, liens and guarantees. The 
Bank does not sell or repledge the collateral in the absence of default by the owner of the collateral. 
In addition to the Bank’s focus on creditworthiness, the Bank aligns with its credit policy guide to 
periodically update the validation of collaterals held against all loans to customers. 

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

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

The fair value of collaterals other than properties such as share certificates, cash, NBE bills etc.  as 
disclosed at the carrying amount as management is of the opinion that the cost of the process of 
establishing the fair value of the collateral exceeds benefits accruable from the exercise.   
  
The Bank holds collateral against certain of its credit exposures. The following table sets out the principal 
types of collateral held against different types of financial assets.
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    •   instrument type;
    •   credit risk grading;
    •   collateral type;
    •   LTV ratio for retail mortgages;
    •   date of initial recognition;
    •   remaining term to maturity;
    •   industry; and
    •   geographic location of the borrower.

4.3.6 Statement of prudential adjustments

 30 June 2026  30 June 2025 

Note ETB'000 ETB'000

Total impairment based on accounting policies 16                         863,959                       791,643 

Total impairment based on NBE Directives                      1,641,089                     1,182,937 

Transfer to regulatory risk reserve (note 33)                       777,130                      391,295 

Amounts arising from ECL (continued)

Financial Risk Management (continued)

The maximum contractual period extends to the date at which the Bank has the right to require repayment of an advance or terminate a loan commitment or
guarantee. However, for overdrafts that include both a loan and an undrawn commitment component, the Bank measures ECL over a period longer than the
maximum contractual period if the Bank’s contractual ability to demand repayment and cancel the undrawn commitment does not limit the Bank’s exposure to
credit losses to the contractual notice period. These facilities do not have a fixed term or repayment structure and are managed on a collective basis. The Bank
can cancel them with immediate effect but this contractual right is not enforced in the normal day-to-day management, but only when the Bank becomes
aware of an increase in credit risk at the facility level. This longer period is estimated taking into account the credit risk management actions that the Bank
expects to take, and that serve to mitigate ECL. These include a reduction in limits, cancellation of the facility and/or turning the outstanding balance into a
loan with fixed repayment terms. 

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

Measurement of ECL (Continued)

During the period ended June 30,2026, their is transferred amount to the regulatory risk reserve. This amount represents the difference between the
provisions for credit and other known losses as determined under the NBE Directives, and the impairment reserve as determined in line with IFRS 9 as at year
end.

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

Provisions under prudential guidelines are determined using the time based provisioning prescribed by the National Bank of Ethiopia (NBE) directives. This is at
variance with the expected credit loss model required by IFRS under IFRS 9. As a result of the differences in the methodology/provision, there will be variances
in the impairments allowances required under the two methodologies.

The proclamation ‘Financial Reporting Proclamation No.847/2014 stipulates that Banks would be required to make provisions for loans as prescribed in the
relevant IFRS Standards when IFRS is adopted.

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

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

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

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

(b) The non-distributable reserve should be classified under Tier 1 as part of the core capital.
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4.3.6 Statement of prudential adjustments (Continued)

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Write back suspended interest net of tax (note 33)                       343,482                      235,035 

4.3.7 Credit concentrations

Industry Import and Export
Domestic Trade and 

Service  Others 

30 June 2026 Note ETB'000 ETB'000 ETB'000 ETB'000

Cash and cash equivalents 15 -                       -                             -                                                50,296,646 
Loans and advances to 
customers

16               6,884,829                   12,142,186                      6,840,492                   25,860,210 

Investments at fair value thro  17 -                       -                             -                                                  1,000,156 
Investment at amortized cost 17 -                       -                             -                                                  7,149,990 
Other assets 18 -                       -                             -                                                  2,406,748 
Loan Commitment 39 -                       -                             -                                                  3,600,925 

            6,884,829                12,142,186                    6,840,492                90,314,675 

Industry Import and Export
Domestic Trade and 

Service  Others 

30 June 2025 Note ETB'000 ETB'000 ETB'000 ETB'000

Cash and cash equivalents 15 -                       -                             -                                                33,894,004 
Loans and advances to 
customers

16               5,445,738                     9,215,591                      5,234,732                   21,630,256 

Investments at fair value thro  17 -                       -                             -                                                    815,234 
Investment at amortized cost 17 -                       -                             -                                                  6,790,608 
Other assets 18 -                       -                             -                                                  1,462,374 
Loan Commitment 39 -                       -                             -                                                  4,119,913 

            5,445,738                   9,215,591                    5,234,732                68,712,388 

4.3.8 Collateral held and their financial effect

Nature of securities in respect of loans and advances

30 June 2026  Secured against Building  Cash Machinery Vehicles Others

 ETB'000  ETB'000  ETB'000  ETB'000  ETB'000 

DTS                             5,599,140                  476,250                       183,116                         178,962                       103,214 
Building and Construction                             7,947,933                   99,208                                -                           143,405                         14,850 
Consumer                             6,336,520                   37,074 7,404                                              1,753,025                         28,834 
Hotel and tourism                             5,328,097                   10,027 -                                                      27,116 10,021                        
Industry                             4,548,460                  393,864                       478,056                         117,169                       843,977 
Export                             2,884,043                  154,132                           8,812                          39,602                       469,240 
Import                             4,263,530 2,758                    145,885                                               36,388                       533,161 
Personal Staff Loan                             1,388,376 4,283                    2,819                                                 526,750                           5,471 
Agriculture                                398,798                     7,000 90,942                                                   3,953                         80,420 
Transport and Communication                                298,758                          -                                  -                           123,106                                -   

                        38,993,654             1,184,595                      917,033                    2,949,476                   2,089,188 

To comply with the directive of the NBE, the Bank has reversed the suspended interest on impaired loans from retained earning account and transferred to
Regulatory Risk reserve account as the amount is non- distributable to the  shareholders.

As per the requirements of IFRS , banks should recognize interest income on the written down amount of the loan after the impairment loss, on an accrual
basis, using the EIR. However, As per the requirement of National Bank of Ethiopia, banks should derecognize interest income on impaired exposures, special
attention should be paid to impaired exposures with a higher number of days past due (e.g. more than 90 days past due).

Financial Risk Management (continued)

The Bank monitors concentrations of credit risk by social sector. An analysis of concentrations of credit risk at 30 June 2026 and 30 June 2025 are presented as
here below. The Bank concentrates all its financial assets in Ethiopia.

The general creditworthiness of a customer tends to be the most relevant indicator of credit quality of a loan extended to it. However, collateral provides
additional security and the Bank generally requests that corporate borrowers provide it. Staff loans are secured to the extent of the employee's continued
employment in the Bank.

The Bank may take collateral in the form of a first charge over real estate, liens and guarantees. The Bank does not sell or repledge the collateral in the
absence of default by the owner of the collateral. In addition to the Bank's focus on creditworthiness, the Bank aligns with its credit policy guide to periodically
update the validation of collaterals held against all loans to customers. 

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

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

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

The Bank holds collateral against certain of its credit exposures. The following table sets out the principal types of collateral held against different types of 
financial assets.
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4.3.6 Statement of prudential adjustments (Continued)

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Write back suspended interest net of tax (note 33)                       343,482                      235,035 

4.3.7 Credit concentrations

Industry Import and Export
Domestic Trade and 

Service  Others 

30 June 2026 Note ETB'000 ETB'000 ETB'000 ETB'000

Cash and cash equivalents 15 -                       -                             -                                                50,296,646 
Loans and advances to 
customers

16               6,884,829                   12,142,186                      6,840,492                   25,860,210 

Investments at fair value thro  17 -                       -                             -                                                  1,000,156 
Investment at amortized cost 17 -                       -                             -                                                  7,149,990 
Other assets 18 -                       -                             -                                                  2,406,748 
Loan Commitment 39 -                       -                             -                                                  3,600,925 

            6,884,829                12,142,186                    6,840,492                90,314,675 

Industry Import and Export
Domestic Trade and 

Service  Others 

30 June 2025 Note ETB'000 ETB'000 ETB'000 ETB'000

Cash and cash equivalents 15 -                       -                             -                                                33,894,004 
Loans and advances to 
customers

16               5,445,738                     9,215,591                      5,234,732                   21,630,256 

Investments at fair value thro  17 -                       -                             -                                                    815,234 
Investment at amortized cost 17 -                       -                             -                                                  6,790,608 
Other assets 18 -                       -                             -                                                  1,462,374 
Loan Commitment 39 -                       -                             -                                                  4,119,913 

            5,445,738                   9,215,591                    5,234,732                68,712,388 

4.3.8 Collateral held and their financial effect

Nature of securities in respect of loans and advances

30 June 2026  Secured against Building  Cash Machinery Vehicles Others

 ETB'000  ETB'000  ETB'000  ETB'000  ETB'000 

DTS                             5,599,140                  476,250                       183,116                         178,962                       103,214 
Building and Construction                             7,947,933                   99,208                                -                           143,405                         14,850 
Consumer                             6,336,520                   37,074 7,404                                              1,753,025                         28,834 
Hotel and tourism                             5,328,097                   10,027 -                                                      27,116 10,021                        
Industry                             4,548,460                  393,864                       478,056                         117,169                       843,977 
Export                             2,884,043                  154,132                           8,812                          39,602                       469,240 
Import                             4,263,530 2,758                    145,885                                               36,388                       533,161 
Personal Staff Loan                             1,388,376 4,283                    2,819                                                 526,750                           5,471 
Agriculture                                398,798                     7,000 90,942                                                   3,953                         80,420 
Transport and Communication                                298,758                          -                                  -                           123,106                                -   

                        38,993,654             1,184,595                      917,033                    2,949,476                   2,089,188 

To comply with the directive of the NBE, the Bank has reversed the suspended interest on impaired loans from retained earning account and transferred to
Regulatory Risk reserve account as the amount is non- distributable to the  shareholders.

As per the requirements of IFRS , banks should recognize interest income on the written down amount of the loan after the impairment loss, on an accrual
basis, using the EIR. However, As per the requirement of National Bank of Ethiopia, banks should derecognize interest income on impaired exposures, special
attention should be paid to impaired exposures with a higher number of days past due (e.g. more than 90 days past due).

Financial Risk Management (continued)

The Bank monitors concentrations of credit risk by social sector. An analysis of concentrations of credit risk at 30 June 2026 and 30 June 2025 are presented as
here below. The Bank concentrates all its financial assets in Ethiopia.

The general creditworthiness of a customer tends to be the most relevant indicator of credit quality of a loan extended to it. However, collateral provides
additional security and the Bank generally requests that corporate borrowers provide it. Staff loans are secured to the extent of the employee's continued
employment in the Bank.

The Bank may take collateral in the form of a first charge over real estate, liens and guarantees. The Bank does not sell or repledge the collateral in the
absence of default by the owner of the collateral. In addition to the Bank's focus on creditworthiness, the Bank aligns with its credit policy guide to periodically
update the validation of collaterals held against all loans to customers. 

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

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

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

The Bank holds collateral against certain of its credit exposures. The following table sets out the principal types of collateral held against different types of 
financial assets.
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4.3.6 Statement of prudential adjustments (Continued)

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Write back suspended interest net of tax (note 33)                       343,482                      235,035 

4.3.7 Credit concentrations

Industry Import and Export
Domestic Trade and 

Service  Others 

30 June 2026 Note ETB'000 ETB'000 ETB'000 ETB'000

Cash and cash equivalents 15 -                       -                             -                                                50,296,646 
Loans and advances to 
customers

16               6,884,829                   12,142,186                      6,840,492                   25,860,210 

Investments at fair value thro  17 -                       -                             -                                                  1,000,156 
Investment at amortized cost 17 -                       -                             -                                                  7,149,990 
Other assets 18 -                       -                             -                                                  2,406,748 
Loan Commitment 39 -                       -                             -                                                  3,600,925 

            6,884,829                12,142,186                    6,840,492                90,314,675 

Industry Import and Export
Domestic Trade and 

Service  Others 

30 June 2025 Note ETB'000 ETB'000 ETB'000 ETB'000

Cash and cash equivalents 15 -                       -                             -                                                33,894,004 
Loans and advances to 
customers

16               5,445,738                     9,215,591                      5,234,732                   21,630,256 

Investments at fair value thro  17 -                       -                             -                                                    815,234 
Investment at amortized cost 17 -                       -                             -                                                  6,790,608 
Other assets 18 -                       -                             -                                                  1,462,374 
Loan Commitment 39 -                       -                             -                                                  4,119,913 

            5,445,738                   9,215,591                    5,234,732                68,712,388 

4.3.8 Collateral held and their financial effect

Nature of securities in respect of loans and advances

30 June 2026  Secured against Building  Cash Machinery Vehicles Others

 ETB'000  ETB'000  ETB'000  ETB'000  ETB'000 

DTS                             5,599,140                  476,250                       183,116                         178,962                       103,214 
Building and Construction                             7,947,933                   99,208                                -                           143,405                         14,850 
Consumer                             6,336,520                   37,074 7,404                                              1,753,025                         28,834 
Hotel and tourism                             5,328,097                   10,027 -                                                      27,116 10,021                        
Industry                             4,548,460                  393,864                       478,056                         117,169                       843,977 
Export                             2,884,043                  154,132                           8,812                          39,602                       469,240 
Import                             4,263,530 2,758                    145,885                                               36,388                       533,161 
Personal Staff Loan                             1,388,376 4,283                    2,819                                                 526,750                           5,471 
Agriculture                                398,798                     7,000 90,942                                                   3,953                         80,420 
Transport and Communication                                298,758                          -                                  -                           123,106                                -   

                        38,993,654             1,184,595                      917,033                    2,949,476                   2,089,188 

To comply with the directive of the NBE, the Bank has reversed the suspended interest on impaired loans from retained earning account and transferred to
Regulatory Risk reserve account as the amount is non- distributable to the  shareholders.

As per the requirements of IFRS , banks should recognize interest income on the written down amount of the loan after the impairment loss, on an accrual
basis, using the EIR. However, As per the requirement of National Bank of Ethiopia, banks should derecognize interest income on impaired exposures, special
attention should be paid to impaired exposures with a higher number of days past due (e.g. more than 90 days past due).

Financial Risk Management (continued)

The Bank monitors concentrations of credit risk by social sector. An analysis of concentrations of credit risk at 30 June 2026 and 30 June 2025 are presented as
here below. The Bank concentrates all its financial assets in Ethiopia.

The general creditworthiness of a customer tends to be the most relevant indicator of credit quality of a loan extended to it. However, collateral provides
additional security and the Bank generally requests that corporate borrowers provide it. Staff loans are secured to the extent of the employee's continued
employment in the Bank.

The Bank may take collateral in the form of a first charge over real estate, liens and guarantees. The Bank does not sell or repledge the collateral in the
absence of default by the owner of the collateral. In addition to the Bank's focus on creditworthiness, the Bank aligns with its credit policy guide to periodically
update the validation of collaterals held against all loans to customers. 

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

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

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

The Bank holds collateral against certain of its credit exposures. The following table sets out the principal types of collateral held against different types of 
financial assets.
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4.4. Financial assets and financial liabilities     
      
4.4.1 Classification of financial assets and financial liabilities    
 
The following table shows the original measurement categories and amounts in accordance with  IFRS 
9 for the Bank’s financial assets and financial liabilities as at June 30, 2026.    
 

4.5 Liquidity risk     
      
Liquidity risk is the risk that  the Bank cannot meet its maturing obligations when they become due, 
at reasonable cost and in a timely manner. Liquidity risk arises because of the possibility that the Bank 
might be unable to meet its payment obligations when they fall due as a result of mismatches in the 
timing of the cash flows under both normal and stress circumstances. Such scenarios could occur when 
funding needed for illiquid asset positions is not available to the Bank on acceptable terms.

Liquidity risk management in the Bank is solely determined by Asset and Liability Committee, which 
bears the overall responsibility for liquidity risk. The main objective of the Bank’s liquidity risk framework 
is to maintain sufficient liquidity in order to ensure that we meet our maturing obligations.  
 
4.5.1 Management of liquidity risk     

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

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

Prudent liquidity risk management implies that sufficient cash is maintained and that sufficient funding 
is available to meet its liabilities when due, under both normal and stressed conditions, without 
incurring unacceptable losses or risk damage to the Bank’s reputation.    
 
4.5.2 Maturity analysis of financial liabilities 
    
The table below analyses the Bank’s financial liabilities into relevant maturity groupings based on the 
remaining period at the statement of financial position date to the contractual maturity date. The cash 
flows presented are the undiscounted amounts to be settled in future.    
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4.3.8 Collateral held and their financial effect (continued)

30 June 2025  Secured against Building  Cash Machinery Vehicles Others

 ETB'000  ETB'000  ETB'000  ETB'000  ETB'000 

DTS                             4,424,800                   42,753                         13,323                         255,796                       144,908 
Building and Construction                             7,187,309                          -                                  -                            50,123                         23,278 
Consumer                             4,604,687                     5,749 6,135                                              1,412,025                         38,554 
Hotel and tourism                             4,546,997                          -                                  -                            23,856                           6,806 
Industry                             4,078,837                   91,024                       728,008                          22,203                       444,754 
Export                             2,773,936                  285,222                                -                            77,570                       323,235 
Import                             2,623,615                   15,956 120,588                                               29,005                       236,200 
Personal Staff Loan                             1,488,092                          -   2,935                                                 534,037                           5,973 
Agriculture                                302,015                     7,000 106,627                                                      -                           75,241 
Transport and Communication                                262,350                  535,680                                -                           195,165                           1,443 

                        32,292,639                983,383                      977,615                    2,599,779                   1,300,391 

4.4. Financial assets and financial liabilities

4.4.1 Classification of financial assets and financial liabilities

30 June 2026

 Original carrying 
amount under IFRS 9  Loss Allowance  New carrying 

amount under IFRS 9 

ETB'000 ETB'000 ETB'000

Financial assets

Amortised cost                   52,591,676 (863,959)                                        51,727,717 

Amortised cost                   50,299,505 (2,859)                                           50,296,646 

Amortised cost                     7,150,447 (458)                                                7,149,990 

Amortised cost                     2,472,672 (65,924)                                           2,406,748 

FVOCI                     1,000,156 -                                                  1,000,156 

             113,514,457 (933,200)                                112,581,257 
Financial liabilities

Amortised cost                   85,038,063 -                                                85,038,063 

Amortised cost                   13,889,569 (4,908)                                           13,884,660 

               98,927,632 (4,908)                                      98,922,723 

30 June 2025
 Original carrying 

amount under IFRS 9  Loss Allowance  New carrying 
amount under IFRS 9 

ETB'000 ETB'000 ETB'000
Financial assets

Amortised cost                   42,317,958 (791,643)                                        41,526,316 
Amortised cost                   33,895,668 (1,665)                                           33,894,004 
Amortised cost                     6,790,947 (340)                                                6,790,608 
Amortised cost                     1,498,224 (35,850)                                           1,462,374 

FVOCI                       815,235 -                                                    815,235 
               85,318,032                     (829,497)                84,488,536 

Financial liabilities
Amortised cost                   64,435,561 -                                                64,435,561 
Amortised cost                       625,871 (41)                                                    625,830 

               65,061,432 (41)                                            65,061,391 

Loans and advances to customers
Cash and balances with banks
Investment securities: Loans and advances
Other financial assets at amortised cost
Investment securities at FVOCI

Deposits from customers
Other financial liabilities (Commitment and  guarantees)

Investment securities: Loans and advances

Loans and advances to customers

Deposits from customers

The following table shows the original measurement categories and amounts in accordance with IFRS 9 for the Bank’s financial assets and financial liabilities as
at June 30, 2026.

Investment securities at FVOCI

Other financial assets at amortised cost

Financial Risk Management (continued)

Cash and balances with banks

Other financial liabilities (Commitment and  guarantees)
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4.3.8 Collateral held and their financial effect (continued)

30 June 2025  Secured against Building  Cash Machinery Vehicles Others

 ETB'000  ETB'000  ETB'000  ETB'000  ETB'000 

DTS                             4,424,800                   42,753                         13,323                         255,796                       144,908 
Building and Construction                             7,187,309                          -                                  -                            50,123                         23,278 
Consumer                             4,604,687                     5,749 6,135                                              1,412,025                         38,554 
Hotel and tourism                             4,546,997                          -                                  -                            23,856                           6,806 
Industry                             4,078,837                   91,024                       728,008                          22,203                       444,754 
Export                             2,773,936                  285,222                                -                            77,570                       323,235 
Import                             2,623,615                   15,956 120,588                                               29,005                       236,200 
Personal Staff Loan                             1,488,092                          -   2,935                                                 534,037                           5,973 
Agriculture                                302,015                     7,000 106,627                                                      -                           75,241 
Transport and Communication                                262,350                  535,680                                -                           195,165                           1,443 

                        32,292,639                983,383                      977,615                    2,599,779                   1,300,391 

4.4. Financial assets and financial liabilities

4.4.1 Classification of financial assets and financial liabilities

30 June 2026

 Original carrying 
amount under IFRS 9  Loss Allowance  New carrying 

amount under IFRS 9 

ETB'000 ETB'000 ETB'000

Financial assets

Amortised cost                   52,591,676 (863,959)                                        51,727,717 

Amortised cost                   50,299,505 (2,859)                                           50,296,646 

Amortised cost                     7,150,447 (458)                                                7,149,990 

Amortised cost                     2,472,672 (65,924)                                           2,406,748 

FVOCI                     1,000,156 -                                                  1,000,156 

             113,514,457 (933,200)                                112,581,257 
Financial liabilities

Amortised cost                   85,038,063 -                                                85,038,063 

Amortised cost                   13,889,569 (4,908)                                           13,884,660 

               98,927,632 (4,908)                                      98,922,723 

30 June 2025
 Original carrying 

amount under IFRS 9  Loss Allowance  New carrying 
amount under IFRS 9 

ETB'000 ETB'000 ETB'000
Financial assets

Amortised cost                   42,317,958 (791,643)                                        41,526,316 
Amortised cost                   33,895,668 (1,665)                                           33,894,004 
Amortised cost                     6,790,947 (340)                                                6,790,608 
Amortised cost                     1,498,224 (35,850)                                           1,462,374 

FVOCI                       815,235 -                                                    815,235 
               85,318,032                     (829,497)                84,488,536 

Financial liabilities
Amortised cost                   64,435,561 -                                                64,435,561 
Amortised cost                       625,871 (41)                                                    625,830 

               65,061,432 (41)                                            65,061,391 

Loans and advances to customers
Cash and balances with banks
Investment securities: Loans and advances
Other financial assets at amortised cost
Investment securities at FVOCI

Deposits from customers
Other financial liabilities (Commitment and  guarantees)

Investment securities: Loans and advances

Loans and advances to customers

Deposits from customers

The following table shows the original measurement categories and amounts in accordance with IFRS 9 for the Bank’s financial assets and financial liabilities as
at June 30, 2026.

Investment securities at FVOCI

Other financial assets at amortised cost

Financial Risk Management (continued)

Cash and balances with banks

Other financial liabilities (Commitment and  guarantees)
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4.5 Liquidity risk

4.5.1 Management of liquidity risk

4.5.2 Maturity analysis of financial liabilities

0 up to 30 31 up to 90 91 up to 365 Over
days days days 1 year

30 June 2026 Note ETB'000 ETB'000 ETB'000 ETB'000

Customer deposits 24             26,416,180                   27,459,658                    19,166,635                   11,807,540 
Due to financial institutions 23 -                       -                                                     188,050 -                             
Other liabilities 26               1,377,415                       705,472                         809,410                       494,039 
Profit tax payable 14c -                       -                                                  1,360,362 -                             

          27,793,595                28,165,130                  21,524,457                12,301,579 

0 up to 30 31 up to 90 90 up to 365 Over

days days days 1 year

30 June 2025 Note ETB'000 ETB'000 ETB'000 ETB'000

Customer deposits 24             21,066,323                   21,471,307                    14,046,799                     7,624,071 
Due to financial institutions 23 -                                                      -                           227,061 -                             
Other liabilities 26               1,104,602                       485,738                         553,598                       479,392 
Profit tax payable 14c -                       -                                                  2,335,613 -                             

          22,170,925                21,957,045                  17,163,071                   8,103,463 

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

Liquidity risk is the risk that the Bank cannot meet its maturing obligations when they become due, at reasonable cost and in a timely manner. Liquidity risk
arises because of the possibility that the Bank might be unable to meet its payment obligations when they fall due as a result of mismatches in the timing of
the cash flows under both normal and stress circumstances. Such scenarios could occur when funding needed for illiquid asset positions is not available to the
Bank on acceptable terms.

Liquidity risk management in the Bank is solely determined by Asset and Liability Committee, which bears the overall responsibility for liquidity risk. The main
objective of the Bank's liquidity risk framework is to maintain sufficient liquidity in order to ensure that we meet our maturing obligations.

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

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

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

Financial Risk Management (continued)

49



  moc.knabnemez.www

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2026

In Ethiopian Birr

  moc.knabnemez.www

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2026

In Ethiopian Birr

82   moc.knabnemez.www

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2025

In Ethiopian Birr

102 103

4.6 Market risk     
      
Market risk is the risk that changes in market prices, which include currency exchange rates and interest 
rates, will affect the fair value or future cash flows of a financial instrument.  Market risk arises from 
open positions in interest rates and foreign currencies, both of which are exposed to general and specific 
market movements and changes in the level of volatility.  The objective of market risk management is 
to manage and control market risk exposures within acceptable limits, while optimizing the return on 
risk.  Overall responsibility for managing market risk rests with the Board of Directors.
 
 The President is responsible for the development of detailed risk management policies (subject to review 
and approval by the Board of Directors) and for the day to day implementation of those policies.  
   
4.6.1 Management of market risk     
      
The main objective of Market Risk Management is to manage and control market risk exposures within 
acceptable parameters, while optimising the return on risk. 
    
Market risk is monitored by the risk management department on regularly, to identify any adverse 
movement in the underlying variables. 
      
(i) Interest rate risk     
      
Interest rate risk is a risk resulting from changes in market interest rates. It is the probability that the 
rising and falling of interest rates will adversely affect the Bank’s interest margin or the value of its 
net worth. The Bank often revises its lending rate across segments of the credit portfolio based on 
the changes in the cost of funds, reserve requirements and the perceived risk in each credit portfolio 
segment to keep the overall profitability. 
    
The asset and liability management committee is responsible for managing rate-sensitive assets and 
liabilities and the effects of rate, volume and mix changes in order to preserve and optimize the interest 
return.   
  
The table below sets out information on the exposures to fixed and variable interest instruments.  
   

The sensitivity of the income statement is the effect of the assumed changes in interest rates on the 
profit or loss for a year, based on the floating rate non–trading financial assets and financial liabilities 
held at  June 30, 2026 and June 30, 2025. The total sensitivity of equity is based on the assumption 
that there are parallel shifts in the yield curve.     
      
      

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

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

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

The net total foreign currency denominated assets and liabilities exposed to risk as at year end was Birr 
4,261 million  (30 June 2025: Bir 5,421 million).    
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4.6 Market risk

4.6.1 Management of market risk

(i) Interest rate risk

The table below sets out information on the exposures to fixed and variable interest instruments.
30 June 2026 Fixed Floating Non-interest bearing Total

Note ETB'000 ETB'000 ETB'000 ETB'000

Assets
Cash and balances with banks 15 -                       -                                                50,296,646                   50,296,646 
Loans and receivables 16 -                                         51,727,717 -                                                51,727,717 
Investment securities 17               1,000,156 -                             -                                                  1,000,156 
Other Assets 18                          -   -                             2,406,748                                        2,406,748 

            1,000,156                51,727,717                  52,703,393              105,431,267 

Liabilities
Deposits from other banks 23 -                                             188,050 -                                                    188,050 
Deposits from customers 24 -                       50,299,409                                    34,550,604                   84,850,013 
Other liabilities 26 -                       -                                                  3,386,336                     3,386,336 

-                                     50,487,459                  37,936,939                88,424,398 

30 June 2025 Fixed Floating Non-interest bearing Total

Note ETB'000 ETB'000 ETB'000 ETB'000

Assets
Cash and balances with banks 15 -                       -                                                33,894,004                   33,894,004 
Loans and receivables 16 -                                         41,526,316 -                                                41,526,316 
Investment securities 17                  815,234 -                             -                                                    815,234 
Other Assets 18                          -   -                             1,462,374                                        1,462,374 

               815,234                41,526,316                  35,356,378                77,697,928 

Liabilities

Deposits from other banks 23 -                                             227,061 -                                                    227,061 
Deposits from customers 24 -                       35,982,960                                    28,225,541                   64,208,501 
Other liabilities 26 -                                                      -                        2,623,330                     2,623,330 

-                                     36,210,020                  30,848,871                67,058,891 

The sensitivity of the income statement is the effect of the assumed changes in interest rates on the profit or loss for a year, based on the floating rate
non–trading financial assets and financial liabilities held at June 30, 2026 and June 30, 2025. The total sensitivity of equity is based on the assumption that
there are parallel shifts in the yield curve.

The main objective of Market Risk Management is to manage and control market risk exposures within acceptable parameters, while optimising the return on
risk.

The asset and liability management committee is responsible for managing rate-sensitive assets and liabilities and the effects of rate, volume and mix changes 
in order to preserve and optimize the interest return.

Market risk is the risk that changes in market prices, which include currency exchange rates and interest rates, will affect the fair value or future cash flows of a
financial instrument. Market risk arises from open positions in interest rates and foreign currencies, both of which are exposed to general and specific market
movements and changes in the level of volatility. The objective of market risk management is to manage and control market risk exposures within acceptable
limits, while optimizing the return on risk.  Overall responsibility for managing market risk rests with the Board of Directors.
 
The President is responsible for the development of detailed risk management policies (subject to review and approval by the Board of Directors) and for the
day to day implementation of those policies.

Market risk is monitored by the risk management department on regularly, to identify any adverse movement in the underlying variables.

Financial Risk Management (continued)

Interest rate risk is a risk resulting from changes in market interest rates. It is the probability that the rising and falling of interest rates will adversely affect
the Bank’s interest margin or the value of its net worth. The Bank often revises its lending rate across segments of the credit portfolio based on the changes in
the cost of funds, reserve requirements and the perceived risk in each credit portfolio segment to keep the overall profitability
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4.6 Market risk

4.6.1 Management of market risk

(i) Interest rate risk

The table below sets out information on the exposures to fixed and variable interest instruments.
30 June 2026 Fixed Floating Non-interest bearing Total

Note ETB'000 ETB'000 ETB'000 ETB'000

Assets
Cash and balances with banks 15 -                       -                                                50,296,646                   50,296,646 
Loans and receivables 16 -                                         51,727,717 -                                                51,727,717 
Investment securities 17               1,000,156 -                             -                                                  1,000,156 
Other Assets 18                          -   -                             2,406,748                                        2,406,748 

            1,000,156                51,727,717                  52,703,393              105,431,267 

Liabilities
Deposits from other banks 23 -                                             188,050 -                                                    188,050 
Deposits from customers 24 -                       50,299,409                                    34,550,604                   84,850,013 
Other liabilities 26 -                       -                                                  3,386,336                     3,386,336 

-                                     50,487,459                  37,936,939                88,424,398 

30 June 2025 Fixed Floating Non-interest bearing Total

Note ETB'000 ETB'000 ETB'000 ETB'000

Assets
Cash and balances with banks 15 -                       -                                                33,894,004                   33,894,004 
Loans and receivables 16 -                                         41,526,316 -                                                41,526,316 
Investment securities 17                  815,234 -                             -                                                    815,234 
Other Assets 18                          -   -                             1,462,374                                        1,462,374 

               815,234                41,526,316                  35,356,378                77,697,928 

Liabilities

Deposits from other banks 23 -                                             227,061 -                                                    227,061 
Deposits from customers 24 -                       35,982,960                                    28,225,541                   64,208,501 
Other liabilities 26 -                                                      -                        2,623,330                     2,623,330 

-                                     36,210,020                  30,848,871                67,058,891 

The sensitivity of the income statement is the effect of the assumed changes in interest rates on the profit or loss for a year, based on the floating rate
non–trading financial assets and financial liabilities held at June 30, 2026 and June 30, 2025. The total sensitivity of equity is based on the assumption that
there are parallel shifts in the yield curve.

The main objective of Market Risk Management is to manage and control market risk exposures within acceptable parameters, while optimising the return on
risk.

The asset and liability management committee is responsible for managing rate-sensitive assets and liabilities and the effects of rate, volume and mix changes 
in order to preserve and optimize the interest return.

Market risk is the risk that changes in market prices, which include currency exchange rates and interest rates, will affect the fair value or future cash flows of a
financial instrument. Market risk arises from open positions in interest rates and foreign currencies, both of which are exposed to general and specific market
movements and changes in the level of volatility. The objective of market risk management is to manage and control market risk exposures within acceptable
limits, while optimizing the return on risk.  Overall responsibility for managing market risk rests with the Board of Directors.
 
The President is responsible for the development of detailed risk management policies (subject to review and approval by the Board of Directors) and for the
day to day implementation of those policies.

Market risk is monitored by the risk management department on regularly, to identify any adverse movement in the underlying variables.

Financial Risk Management (continued)

Interest rate risk is a risk resulting from changes in market interest rates. It is the probability that the rising and falling of interest rates will adversely affect
the Bank’s interest margin or the value of its net worth. The Bank often revises its lending rate across segments of the credit portfolio based on the changes in
the cost of funds, reserve requirements and the perceived risk in each credit portfolio segment to keep the overall profitability
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4.6.1 Management of market risk (Continued) Sensitivity of
profit or loss

Sensitivity of
equity

ETB'000 ETB'000

30 June 2026 Effect of 10% increase in interest rate                       657,605                      657,605 

Effect of 10% decrease in interest rate                     (657,605)                    (657,605)

30 June 2025 Effect of 10% increase in interest rate                       477,505                      477,505 
Effect of 10% decrease in interest rate                     (477,505)                    (477,505)

(ii) Foreign exchange risk

Foreign currency denominated balances including balance with foreign banks  30 June 2026  30 June 2025 
ETB'000 ETB'000

Financial assets

Cash and bank balances US dollars (USD)                    23,902,360                   18,928,008 
British pounds (GBP)                         349,008                       240,593 

Euros (EUR)                      5,859,325                     3,617,635 
Others                            3,091                           3,199 

                 30,113,785                22,789,434 

Customer deposits US dollars (USD)                    20,408,561                   13,149,795 
British pounds (GBP)                         355,473                       277,428 

Euros (EUR)                      4,627,718                     3,559,915 

                 25,391,752                16,987,138 

Margins held US dollars (USD)                         372,855                         65,216 
British pounds (GBP)                          46,782                                -   

Euros (EUR)                          41,016                       316,142 

                      460,654                      381,357 
                 25,852,406                17,368,495 

Net foreign currency exposure                    4,261,379                   5,420,939 

Sensitivity analysis for foreign exchange risk

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Impact on profit or loss
Effect of a 10% increase of the ETB against USD                         312,094                       571,300 
Effect of a 10% decrease of the ETB against USD                       (312,094)                      (571,300)

Effect of a 10% increase of the ETB against GBP                           (5,325)                         (3,684)
Effect of a 10% decrease of the ETB against GBP                            5,325                           3,684 

Effect of a 10% increase of the ETB against EUR                         119,059                        (25,842)
Effect of a 10% decrease of the ETB against EUR                       (119,059)                         25,842 

Effect of a 10% increase of the ETB against Other Currencies                               309                              320 
Effect of a 10% decrease of the ETB against Other Currencies                             (309)                            (320)

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

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

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

The net total foreign currency denominated assets and liabilities exposed to risk as at year end was Birr 4,302 million  (30 June 2025: Bir 5,421 million).

Financial Risk Management (continued)

The sensitivity analysis for currency rate risk shows how changes in the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market rates at the reporting date.

The sensitivity of the Bank's earnings to fluctuations in exchange rates is reflected by varying the exchange rates at 50% as shown below:
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4.6.1 Management of market risk (Continued) Sensitivity of
profit or loss

Sensitivity of
equity

ETB'000 ETB'000

30 June 2026 Effect of 10% increase in interest rate                       657,605                      657,605 

Effect of 10% decrease in interest rate                     (657,605)                    (657,605)

30 June 2025 Effect of 10% increase in interest rate                       477,505                      477,505 
Effect of 10% decrease in interest rate                     (477,505)                    (477,505)

(ii) Foreign exchange risk

Foreign currency denominated balances including balance with foreign banks  30 June 2026  30 June 2025 
ETB'000 ETB'000

Financial assets

Cash and bank balances US dollars (USD)                    23,902,360                   18,928,008 
British pounds (GBP)                         349,008                       240,593 

Euros (EUR)                      5,859,325                     3,617,635 
Others                            3,091                           3,199 

                 30,113,785                22,789,434 

Customer deposits US dollars (USD)                    20,408,561                   13,149,795 
British pounds (GBP)                         355,473                       277,428 

Euros (EUR)                      4,627,718                     3,559,915 

                 25,391,752                16,987,138 

Margins held US dollars (USD)                         372,855                         65,216 
British pounds (GBP)                          46,782                                -   

Euros (EUR)                          41,016                       316,142 

                      460,654                      381,357 
                 25,852,406                17,368,495 

Net foreign currency exposure                    4,261,379                   5,420,939 

Sensitivity analysis for foreign exchange risk

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Impact on profit or loss
Effect of a 10% increase of the ETB against USD                         312,094                       571,300 
Effect of a 10% decrease of the ETB against USD                       (312,094)                      (571,300)

Effect of a 10% increase of the ETB against GBP                           (5,325)                         (3,684)
Effect of a 10% decrease of the ETB against GBP                            5,325                           3,684 

Effect of a 10% increase of the ETB against EUR                         119,059                        (25,842)
Effect of a 10% decrease of the ETB against EUR                       (119,059)                         25,842 

Effect of a 10% increase of the ETB against Other Currencies                               309                              320 
Effect of a 10% decrease of the ETB against Other Currencies                             (309)                            (320)

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

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

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

The net total foreign currency denominated assets and liabilities exposed to risk as at year end was Birr 4,302 million  (30 June 2025: Bir 5,421 million).

Financial Risk Management (continued)

The sensitivity analysis for currency rate risk shows how changes in the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market rates at the reporting date.

The sensitivity of the Bank's earnings to fluctuations in exchange rates is reflected by varying the exchange rates at 50% as shown below:
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Sensitivity analysis for foreign exchange risk     

The sensitivity analysis for currency rate risk shows how changes in the fair value or future cash flows 
of a financial instrument will fluctuate because of changes in market rates at the reporting date.

The sensitivity of the Bank’s earnings to fluctuations in exchange rates is reflected by varying the 
exchange rates at 50% as shown below:
     

     

4.7 Operational risks      
      
Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated 
with the banks processes, personnel, technology and infrastructure, and from external factors other 
than credit, market and liquidity risks such as those arising from legal and regulatory requirements 
and generally accepted standards of corporate behaviour. Operational risks arise from all of the bank’s 
operations and are faced by all business entities.  

The bank’s objective is to manage operational risk so as to balance the avoidance of financial losses 
and damage to the bank’s reputation with overall cost effectiveness and to avoid control procedures 
that restrict initiative and creativity. 

The primary responsibility for the development and implementation of controls to address operational 
risk is assigned to senior management within each business unit. This responsibility is supported by 
the development of overall bank standards for the management of operational risk in the following 
areas:      

a) Requirements for appropriate segregation of duties, including the independent authorization of 
transactions’
b) Requirements for the reconciliation and monitoring of transactions,
c) Compliance with regulatory and other legal requirements ,
d) Documentation of controls and procedures 
e) Requirements for the periodic assessment of operational risks faced, and the adequacy of controls 
and procedures to address the risks identified, 
f) Requirements for the reporting of operational losses and proposed remedial action,
g) Development of contingency plans,
h) Training and professional development, 
i) Ethical and business standards ,
j) Risk mitigation, including insurance where this is effective. 
    
Compliance with bank standards is supported by a programme of periodic reviews undertaken by 
Internal Audit. The results of Internal Audit reviews are discussed with the management of the business 
unit to which they relate, with summaries submitted to the Audit Committee and senior management 
of the bank.      
      
4.8 Capital management     
      
The Bank’s objectives when managing capital are to comply with the capital requirements set by the 
National Bank of Ethiopia, safeguard its ability to continue as a going concern, and to maintain a 
strong capital base  so as to maintain investor, creditor and market confidence and to sustain future 
development of the business.   
    
4.8.1 Capital adequacy ratio     
      
According to the Licensing & Supervision of Banking Business Directive No SBB/50/2011 of the National 
Bank of Ethiopia, the Bank has to maintain capital to risk weighted assets ratio of 8% at all times, the 
risk weighted assets being calculated as per the provisions of Directive No SBB/9/95 issued on August 
18, 1995. 
    
The capital adequacy ratio is the quotient of the capital base of the Bank and the Bank’s risk weighted 
asset base. 
    
Capital includes capital contribution, retained earnings, legal reserve and other reserves to be approved 
by the National Bank of Ethiopia.     
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4.6.1 Management of market risk (Continued) Sensitivity of
profit or loss

Sensitivity of
equity

ETB'000 ETB'000

30 June 2026 Effect of 10% increase in interest rate                       657,605                      657,605 

Effect of 10% decrease in interest rate                     (657,605)                    (657,605)

30 June 2025 Effect of 10% increase in interest rate                       477,505                      477,505 
Effect of 10% decrease in interest rate                     (477,505)                    (477,505)

(ii) Foreign exchange risk

Foreign currency denominated balances including balance with foreign banks  30 June 2026  30 June 2025 
ETB'000 ETB'000

Financial assets

Cash and bank balances US dollars (USD)                    23,902,360                   18,928,008 
British pounds (GBP)                         349,008                       240,593 

Euros (EUR)                      5,859,325                     3,617,635 
Others                            3,091                           3,199 

                 30,113,785                22,789,434 

Customer deposits US dollars (USD)                    20,408,561                   13,149,795 
British pounds (GBP)                         355,473                       277,428 

Euros (EUR)                      4,627,718                     3,559,915 

                 25,391,752                16,987,138 

Margins held US dollars (USD)                         372,855                         65,216 
British pounds (GBP)                          46,782                                -   

Euros (EUR)                          41,016                       316,142 

                      460,654                      381,357 
                 25,852,406                17,368,495 

Net foreign currency exposure                    4,261,379                   5,420,939 

Sensitivity analysis for foreign exchange risk

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Impact on profit or loss
Effect of a 10% increase of the ETB against USD                         312,094                       571,300 
Effect of a 10% decrease of the ETB against USD                       (312,094)                      (571,300)

Effect of a 10% increase of the ETB against GBP                           (5,325)                         (3,684)
Effect of a 10% decrease of the ETB against GBP                            5,325                           3,684 

Effect of a 10% increase of the ETB against EUR                         119,059                        (25,842)
Effect of a 10% decrease of the ETB against EUR                       (119,059)                         25,842 

Effect of a 10% increase of the ETB against Other Currencies                               309                              320 
Effect of a 10% decrease of the ETB against Other Currencies                             (309)                            (320)

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

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

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

The net total foreign currency denominated assets and liabilities exposed to risk as at year end was Birr 4,302 million  (30 June 2025: Bir 5,421 million).

Financial Risk Management (continued)

The sensitivity analysis for currency rate risk shows how changes in the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market rates at the reporting date.

The sensitivity of the Bank's earnings to fluctuations in exchange rates is reflected by varying the exchange rates at 50% as shown below:

51

For the Year Ended June 30, 2026

Zemen Bank Share Company

Notes to the Financial Statements 

4

4.6.1 Management of market risk (Continued) Sensitivity of
profit or loss

Sensitivity of
equity

ETB'000 ETB'000

30 June 2026 Effect of 10% increase in interest rate                       657,605                      657,605 

Effect of 10% decrease in interest rate                     (657,605)                    (657,605)

30 June 2025 Effect of 10% increase in interest rate                       477,505                      477,505 
Effect of 10% decrease in interest rate                     (477,505)                    (477,505)

(ii) Foreign exchange risk

Foreign currency denominated balances including balance with foreign banks  30 June 2026  30 June 2025 
ETB'000 ETB'000

Financial assets

Cash and bank balances US dollars (USD)                    23,902,360                   18,928,008 
British pounds (GBP)                         349,008                       240,593 

Euros (EUR)                      5,859,325                     3,617,635 
Others                            3,091                           3,199 

                 30,113,785                22,789,434 

Customer deposits US dollars (USD)                    20,408,561                   13,149,795 
British pounds (GBP)                         355,473                       277,428 

Euros (EUR)                      4,627,718                     3,559,915 

                 25,391,752                16,987,138 

Margins held US dollars (USD)                         372,855                         65,216 
British pounds (GBP)                          46,782                                -   

Euros (EUR)                          41,016                       316,142 

                      460,654                      381,357 
                 25,852,406                17,368,495 

Net foreign currency exposure                    4,261,379                   5,420,939 

Sensitivity analysis for foreign exchange risk

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Impact on profit or loss
Effect of a 10% increase of the ETB against USD                         312,094                       571,300 
Effect of a 10% decrease of the ETB against USD                       (312,094)                      (571,300)

Effect of a 10% increase of the ETB against GBP                           (5,325)                         (3,684)
Effect of a 10% decrease of the ETB against GBP                            5,325                           3,684 

Effect of a 10% increase of the ETB against EUR                         119,059                        (25,842)
Effect of a 10% decrease of the ETB against EUR                       (119,059)                         25,842 

Effect of a 10% increase of the ETB against Other Currencies                               309                              320 
Effect of a 10% decrease of the ETB against Other Currencies                             (309)                            (320)

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

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

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

The net total foreign currency denominated assets and liabilities exposed to risk as at year end was Birr 4,302 million  (30 June 2025: Bir 5,421 million).

Financial Risk Management (continued)

The sensitivity analysis for currency rate risk shows how changes in the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market rates at the reporting date.

The sensitivity of the Bank's earnings to fluctuations in exchange rates is reflected by varying the exchange rates at 50% as shown below:
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4.9 Fair value of financial assets and liabilities     
      
IFRS 13 requires an entity to classify measured or disclosed fair values according to a hierarchy that 
reflects the significance of observable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are 
categorised within the fair value hierarchy, which comprises of three levels as described below, based 
on the lowest level input that is significant to the fair value measurement as a whole.   
  
4.9.1 Valuation models
 
IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation 
techniques are observable or unobservable. Observable input reflect market data obtained from 
independent sources; unobservable inputs reflect the Bank’s market assumptions.

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

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

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

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

   
4.9.2 Financial instruments measured at fair value - Fair value hierarchy  
   
The following table summarises the carrying amounts of financial assets and liabilities at the reporting 
date by the level in the fair value hierarchy into which the fair value measurement is categorised. The 
amounts are based on the values recognised in the statement of financial position.    
 

     
4.9.3 Financial instruments not measured at fair value - Fair value hierarchy

The following table summarises the carrying amounts of financial assets and liabilities at the reporting 
date by the level in the fair value hierarchy into which the fair value measurement is categorised. The 
amounts are based on the values recognised in the statement of financial position.    
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4.7 Operational risks 

4.8 Capital management

4.8.1 Capital adequacy ratio

 30 June 2026  30 June 2025 
Note ETB'000 ETB'000

Capital

Capital contribution 30b                    14,294,770                     9,391,357 
Retained earnings 32                      4,571,238                     4,106,612 
Legal reserves 33                      5,451,281                     3,762,774 

                 24,317,290                17,260,743 
Risk weighted assets

Risk weighted balance for on-balance sheet items                    56,399,915                   43,190,286 
Credit equivalents for off-balance Sheet Items                      4,193,661                     3,459,132 

                 60,593,576                46,649,418 

Total regulatory capital                  84,910,866                63,910,161 

Risk-weighted Capital Adequacy Ratio (CAR) 40% 37%
Minimum required capital 8% 8%
Excess 32% 29%

Capital includes capital contribution, retained earnings, legal reserve and other reserves to be approved by the National Bank of Ethiopia.

The capital adequacy ratio is the quotient of the capital base of the Bank and the Bank’s risk weighted asset base.

According to the Licensing & Supervision of Banking Business Directive No SBB/50/2011 of the National Bank of Ethiopia, the Bank has to maintain capital to
risk weighted assets ratio of 8% at all times, the risk weighted assets being calculated as per the provisions of Directive No SBB/9/95 issued on August 18,
1995.

Compliance with bank standards is supported by a programme of periodic reviews undertaken by Internal Audit. The results of Internal Audit reviews are
discussed with the management of the business unit to which they relate, with summaries submitted to the Audit Committee and senior management of the
bank. 

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the banks processes, personnel, technology and
infrastructure, and from external factors other than credit, market and liquidity risks such as those arising from legal and regulatory requirements and
generally accepted standards of corporate behaviour. Operational risks arise from all of the bank's operations and are faced by all business entities.  

The bank’s objective is to manage operational risk so as to balance the avoidance of financial losses and damage to the bank's reputation with overall cost
effectiveness and to avoid control procedures that restrict initiative and creativity. 

The primary responsibility for the development and implementation of controls to address operational risk is assigned to senior management within each
business unit. This responsibility is supported by the development of overall bank standards for the management of operational risk in the following areas: 

a) Requirements for appropriate segregation of duties, including the independent authorization of transactions 
b) Requirements for the reconciliation and monitoring of transactions, 
c) Compliance with regulatory and other legal requirements ,
d) Documentation of controls and procedures ,
e) Requirements for the periodic assessment of operational risks faced, and the adequacy of controls and procedures to address the risks identified, 
f) Requirements for the reporting of operational losses and proposed remedial action,
g) Development of contingency plans,
h) Training and professional development, 
i) Ethical and business standards ,
j) Risk mitigation, including insurance where this is effective. 

Financial Risk Management (continued)

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

4.9.1

4.9.2 Financial instruments measured at fair value - Fair value hierarchy

Carrying amount Level 1 Level 2 Level 3 Total

30 June 2026 ETB'000 ETB'000 ETB'000 ETB'000 ETB'000

Financial assets
Investments at fair value 
                              Note 17

                            1,000,156                          -                       1,000,156                                 -                       1,000,156 

                          1,000,156 -                                        1,000,156                                 -                     1,000,156 

Carrying amount Level 1 Level 2 Level 3 Total
30 June 2025 ETB'000 ETB'000 ETB'000 ETB'000 ETB'000

Financial assets
Investments at fair value 
                            Note 17                                815,234 

                         -   
                      815,234 

                                -   
                      815,234 

                             815,234                          -                        815,234                                 -                        815,234 

The following table summarises the carrying amounts of financial assets and liabilities at the reporting date by the level in the fair value hierarchy into which
the fair value measurement is categorised. The amounts are based on the values recognised in the statement of financial position.

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

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

Financial Risk Management (continued)

Valuation models

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

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

2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e.
derived from prices) .This category includes instruments valued using: quoted market prices in active markets for similar instruments; quoted prices for
identical or similar instruments in markets that are considered less than active, or other valuation technique in which all significant inputs are directly or
indirectly observable from market data.

In conclusion, this category is for valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or indirectly
observable.

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

Carrying amount Amortised Cost Carrying amount Amortised Cost
Note Birr'000 Birr'000 Birr'000 Birr'000

Financial assets
Cash and balances with banks 15             50,296,646                   50,296,646                    33,894,004                   33,894,004 
Loans and advances to custom 16             51,727,717                   51,727,717                    41,526,316                   41,526,316 
Investment at amortized cost 17               7,149,990                     7,149,990                      6,790,608                     6,790,608 
Total         109,174,353              109,174,353                  82,210,927                82,210,927 

Financial liabilities
Deposits from customers 24             84,850,013                   84,850,013                    64,208,501                   64,208,501 
Deposits from other banks 23                  188,050                       188,050                         227,061                       227,061 
Other liabilities 26               3,386,336                     3,386,336                      2,623,330                     2,623,330 
Total           88,424,398                88,424,398                  67,058,891                67,058,891 

4.9.4 Valuation technique using significant unobservable inputs – Level 3

The Bank has no financial asset measured at fair value on subsequent recognition.

4.9.5 Transfers between the fair value hierarchy categories

4.10 Offsetting financial assets and financial liabilities

There are no offsetting arrangements. Financial assets and liabilities are settled and disclosed on a gross basis.

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

 30 June 2025

The following table summarises the carrying amounts of financial assets and liabilities at the reporting date by the level in the fair value hierarchy into which
the fair value measurement is categorised. The amounts are based on the values recognised in the statement of financial position.

Financial Risk Management (continued)

30 June 2026
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4.9.4 Valuation technique using significant unobservable inputs – Level 3  
   
The Bank has no financial asset measured at fair value on subsequent recognition.    
      
4.9.5 Transfers between the fair value hierarchy categories    
 
During the two reporting periods covered by these annual financial statements, there were no 
movements between levels as a result of significant inputs to the fair valuation process becoming 
observable or unobservable.     
      
4.10 Offsetting financial assets and financial liabilities     
      
There are no offsetting arrangements. Financial assets and liabilities are settled and disclosed on a 
gross basis.     

Zemen Bank Share Company
Notes to the Financial Statements 
For the Year Ended June 30, 2026

 30 June 2026  30 June 2025 

 ETB'000  ETB'000 
5 Interest income

Interest on term loans                      6,333,274               4,981,342 
Interest on overdrafts and others                      1,259,425                 983,792 
Interest on deposits with foreign banks                        814,819                 442,981 
Interest on investment securities                        706,816                 468,939 
Interest earned on interbank investments                        634,990                 111,659 
Interest on deposit with local banks                        360,291                   27,356 
Interest on merchandise loans                          30,242                     4,879 
Interest on bills                            7,339                     3,921 

                 10,147,196             7,024,867 

6 Interest expense

Interest on savings deposit                      2,828,310               1,851,260 
Interest on time deposit                        724,341                 387,678 
Interest on medium-term borrowings                          18,300                     7,995 
Interest on demand deposit                               196                        750 
Interest on short-term borrowing                                 -                       2,136 

3,571,146                              2,249,819 

7 Net fees and commission income

Fee and commission income
Commissions on letter of credit                      3,975,106               2,794,326 
Service charge                        804,402                 375,876 
Other fees and commission income                        195,997                   59,881 
Commissions on letter of guarantee                          95,404                   89,437 
Loan processing fee                          34,832                   10,061 
Overdraft protection fee                               211                        290 
Commission on VISA and Mastercard  transactions                                 19                     6,432 
Balance maintenance fee                                 14                          14 

                   5,105,985             3,336,316 

Fee and commission expense                         (65,942)                  (27,460)
                   5,040,043             3,308,856 

8 Gain or loss on foreign exchange 

Gain on exchange rate fluctuations                      6,732,981 13,765,490            
Loss on exchange rate fluctuations                    (4,376,280) (9,899,480)            

Gain on foreign exchange (net)                    2,356,701             3,866,011 

9 Other operating income

Sundry income                          88,074                   20,270 

Rent income                          84,983                   83,228 

Dividend income                          53,911                   47,441 

Postage and processing fees                          46,143                   35,329 

                      273,112                186,268 

10 Loan impairment charge 

Loans and advances - charge for the year (note 16a)                        103,561                 187,559 
                      103,561                187,559 
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Zemen Bank Share Company
Notes to the Financial Statements 
For the Year Ended June 30, 2026

11 Other Provision  30 June 2026  30 June 2025 
 ETB'000  ETB'000 

11.a

11.a Provision for other assets - charge for the year (note 18a)                               795                   33,487 
Provision for bank balance - charge for the year (note 15a)                            1,194                        997 
Provision for LC guarantee commitment - charge for the year ((note 18a)                          37,918                          23 
Provision for investment - charge for the year (note 17a)                               118                        117 

                        40,025                  34,623 

11.b Other provision - charge for the year (note 26)                         18,607                234,992 

12 Personnel expenses

Salaries and wages                      1,260,596                 916,321 
Bonus                        443,711                 313,796 
Transport                        323,864                 225,846 
Other staff expenses                        319,427                 240,823 
Pension costs – Defined contribution plan                        187,251                 135,893 
Staff allowances                        140,380                 124,800 
Defined benefit expense                          27,656                   25,585 

                   2,702,885             1,983,062 

13 Other operating expenses

License fees                        368,262                 156,828 
Insurance                        174,527                 131,974 
Mastercard                        151,844                 113,886 
Advertisement                        127,283                   96,009 
Security service                        121,522                 119,332 
Consultancy                          101,038                   35,475 
Other expenses                          92,680                   84,445 
Visa                          89,904                   54,803 
Cleaning service                          39,294                   26,237 
Correspondent charges                          38,437                   22,930 
Lease charge                          37,398                     6,880 
Stationery                          35,790                   28,235 
Donations                          33,800                   61,856 
Maintenance                          32,607                   29,408 
Internet                          31,350                   17,925 
Rent                          22,592                   17,537 
Entertainment                          21,319                   19,391 
Fuel                          19,801                   14,344 
Annual General Meeting Expense                            8,424                     5,101 
EthSwitch charge                            9,628                   10,064 
Bank charges                            4,998                        676 
Audit fee                            3,278                     1,438 
Board expenses                            2,614                     1,391 
Cleaning supplies                            2,604                     2,521 
Annual Board remuneration                            1,306                     1,258 
Telephone                            1,065                     1,174 
Additional tax paid                                 -                       5,136 

                   1,573,366             1,066,253 

This balance represents interest and penalties on dividend tax assessed by the Ministry of Revenues (MoR)
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Impairment losses on other assets

Zemen Bank Share Company
Notes to the Financial Statements 
For the Year Ended June 30, 2026

14 Company income and deferred  tax  30 June 2026  30 June 2025 

14a Income tax expense  ETB'000  ETB'000 

Income tax expense (note 14b)                      2,530,617               2,337,854 
Deferred income tax charge to profit or loss (note 14e)                          17,328                     6,122 

Total charge to profit or loss                    2,547,945             2,343,976 

14b Reconciliation of effective tax to statutory tax

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

IFRS Accounting profit                    9,301,973             8,212,077 
Tax calculated at statutory tax rate of 30 %                      2,790,592               2,463,623 
Add  :   disallowed expenses
Depreciation and amortization for IFRS accounting purpose                          88,299                   72,611 
Provision for Other                            5,582                   70,497 
Non accrued interest as per NBE                          61,970                   66,433 
Provision for loans and advances for accounting purpose                          31,068                   56,268 

ROU depreciation and finance lease cost                          74,044                   54,738 

Impairment losses on other assets                          12,008                   10,387 
Donation                            1,200                     9,077 
Below market interest                                 -                       8,395 
Provision for annual leave                          17,151                     7,770 
Current service cost (severance pay)                            7,175                     6,065 
Entertainment                            8,254                     7,613 
Tax paid                            2,567                     4,155 
Medical                            5,087                     2,961 
Board remuneration                               392                        377 
Penalty                               236                        245 
Representation allowance                                 63                          26 

                      315,095                377,618 
Less  : Allowed expenses /income
Interest income taxed at source- foreign at different rate                          22,120                 132,894 
Interest income taxed at source-Treasury bills                        154,941                 118,560 
Provision for loans and advances for tax                        109,956                   87,791 
Depreciation and amortization for tax purpose                        119,480                   86,073 
Office rent expense                          67,366                   53,462 
Interest income taxed at source-Government bond                          26,900                   19,692 
Non accrued Interest as per IFRS                          30,708                   15,924 
Dividend income taxed at source                          16,173                   14,232 
Interest income taxed at source-Local deposit (5%)                            3,161                     8,207 
Impairment losses on other assets for tax                            1,369                     7,928 
Interest income taxed at source-NBE bills                          30,205                     2,430 
Gain on disposal of fixed assets (Net)                                 65                        491 
Interest income taxed at source- foreign at different rate (10%)                          (7,373)                  (44,298)

                      575,070                503,388 

Tax charge for the year                    2,530,617             2,337,854 

Minimum Alternative Tax(MAT)

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

Net interest income                      6,576,050               4,775,048 
Other operating income                      7,735,798               7,388,594 
Total turnover                    14,311,848             12,163,643 
MAT at 2.5%                       357,796                304,091 

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

Current Income tax has been recognized based on the normal computation of taxable profit in accordance with the Ethiopian Income tax
law. Although the Minimum alternative Tax (MAT), as introduced by income tax amendment proclamation No 1395/2025, requires
companies with low or nil taxable profits to pay a minimum tax of 2.5% of taxable turnover ,the company is profitable for the period .

Therefore, the calculated income tax expense exceeds the MAT, and the Company has recognized income tax based on the standard
computation rather than the MAT requirement.
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Zemen Bank Share Company
Notes to the Financial Statements 
For the Year Ended June 30, 2026

14 Company income and deferred  tax (continued)  30 June 2026  30 June 2025 

14c Current tax liabilities  ETB'000  ETB'000 
Balance at the beginning of the year                      2,335,613                 925,258 
Charge for the year                      2,530,617               2,337,854 
WHT (1,328)                         (2,240)                  
Quarterly in advance income tax payment                    (1,168,927)
Payment during the year (2,335,613)                   (925,258)              
Balance at the end of the year                    1,360,362             2,335,613 

14d Quarterly in advance income tax payment

14E Deferred tax liabilities

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

The analysis of deferred tax assets/(liabilities) is as follows:
To be recovered after more than 12 months                       (245,392)                (179,154)
To be recovered within 12 months -                              -                       

                    (245,392)              (179,154)

Deferred income tax assets/(liabilities):  1 July 2025 

 Credit/ (charge) 
P/L 

 Credit/ (charge) to 
equity 

 30 June  2026 
 ETB'000  ETB'000  ETB'000  ETB'000 

PPE and intangible asset (27,983)          (31,181)                   -                              (59,165)                
ROU depreciation and interest expense 1,736             6,678                      -                              8,414                   
Remeasurement gain/loss on equity investment (191,629)        -                          (50,850)                       (242,479)              
Defined benefit obligation 38,722                                  7,175                            1,940 47,837                  

Deferred liabilities (179,154)      (17,328)                 (48,910)                     (245,392)            

Deferred income tax assets/(liabilities):  1 July 2024 

 Credit/ (charge) 
P/L 

 Credit/ (charge) to 
equity 

 30 June 2025 

 ETB'000  ETB'000  ETB'000  ETB'000 

PPE and intangible asset (14,521)          (13,462)                   -                              (27,983)                
ROU depreciation and interest expense                  461 1,275                      -                              1,736                   
Remeasurement gain/loss on equity investment (182,885)        -                          (8,744)                         (191,629)              
Defined benefit obligation             25,276                        6,065                            7,382 38,722                  

Deferred liabilities (171,670)      (6,122)                   (1,362)                       (179,154)            

PPE and intangible asset  30 June 2026  30 June 2025 
 ETB'000  ETB'000 

Carrying amount                      3,138,343               3,148,597 
Less: Tax written-down value                    (2,941,128)             (3,055,320)
Total timing difference                        197,215                   93,278 
Deferred tax liability                         59,165                  27,983 

Defined benefit obligation

Carrying amount                        159,457                 129,074 
Less: Tax written-down value -                              -                       
Timing difference                        159,457                 129,074 
Deferred tax asset on defined benefit obligation                         47,837                  38,722 

Right of use asset

Carrying amount                        825,956                 725,567 
Less: Tax written-down value                       (797,908)                (719,780)
Timing difference                          28,048                     5,787 
Deferred tax asset on right of use asset                           8,414                    1,736 

Equity investment

Carrying amount                        808,262                 638,764 
Less: Tax written-down value -                              -                       
Timing difference                        808,262                 638,764 
Deferred tax asset on Equity Investment                       242,479                191,629 

Deferred income tax assets and liabilities, deferred income tax charge/(credit) in profit or loss ("P/L), in equity and other comprehensive
income are attributable to the following items:

Deferred income tax assets/liabilities are recognised only to the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utilised. Deferred tax assets/liability of ETB 245,392 and ETB 179,154 for the Bank
recognised as at June 30, 2026 and June 30, 2025 respectively.

Quarterly in advance income tax amounts paid in accordance with article 89 of the Income Tax Amendment proclamation
No.1395/2025,which requires the Company to make quarterly advance income tax payment equivalent of the tax they have paid in the
immediate past year. These quarterly payments are subsequently credited against the final income tax liability determined upon
submission of the annual income tax return.

During the year, the company paid Birr 1,168,926,838 as advance tax representing two quarterly advance payment. These payment
have been recognized as a credit against the current year's tax provision, with any remaining balance to be settled upon filling the
annual income tax declaration.
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14 Company income and deferred  tax (continued)  30 June 2026  30 June 2025 

14c Current tax liabilities  ETB'000  ETB'000 
Balance at the beginning of the year                      2,335,613                 925,258 
Charge for the year                      2,530,617               2,337,854 
WHT (1,328)                         (2,240)                  
Quarterly in advance income tax payment                    (1,168,927)
Payment during the year (2,335,613)                   (925,258)              
Balance at the end of the year                    1,360,362             2,335,613 

14d Quarterly in advance income tax payment

14E Deferred tax liabilities

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

The analysis of deferred tax assets/(liabilities) is as follows:
To be recovered after more than 12 months                       (245,392)                (179,154)
To be recovered within 12 months -                              -                       

                    (245,392)              (179,154)

Deferred income tax assets/(liabilities):  1 July 2025 

 Credit/ (charge) 
P/L 

 Credit/ (charge) to 
equity 

 30 June  2026 
 ETB'000  ETB'000  ETB'000  ETB'000 

PPE and intangible asset (27,983)          (31,181)                   -                              (59,165)                
ROU depreciation and interest expense 1,736             6,678                      -                              8,414                   
Remeasurement gain/loss on equity investment (191,629)        -                          (50,850)                       (242,479)              
Defined benefit obligation 38,722                                  7,175                            1,940 47,837                  

Deferred liabilities (179,154)      (17,328)                 (48,910)                     (245,392)            

Deferred income tax assets/(liabilities):  1 July 2024 

 Credit/ (charge) 
P/L 

 Credit/ (charge) to 
equity 

 30 June 2025 

 ETB'000  ETB'000  ETB'000  ETB'000 

PPE and intangible asset (14,521)          (13,462)                   -                              (27,983)                
ROU depreciation and interest expense                  461 1,275                      -                              1,736                   
Remeasurement gain/loss on equity investment (182,885)        -                          (8,744)                         (191,629)              
Defined benefit obligation             25,276                        6,065                            7,382 38,722                  

Deferred liabilities (171,670)      (6,122)                   (1,362)                       (179,154)            

PPE and intangible asset  30 June 2026  30 June 2025 
 ETB'000  ETB'000 

Carrying amount                      3,138,343               3,148,597 
Less: Tax written-down value                    (2,941,128)             (3,055,320)
Total timing difference                        197,215                   93,278 
Deferred tax liability                         59,165                  27,983 

Defined benefit obligation

Carrying amount                        159,457                 129,074 
Less: Tax written-down value -                              -                       
Timing difference                        159,457                 129,074 
Deferred tax asset on defined benefit obligation                         47,837                  38,722 

Right of use asset

Carrying amount                        825,956                 725,567 
Less: Tax written-down value                       (797,908)                (719,780)
Timing difference                          28,048                     5,787 
Deferred tax asset on right of use asset                           8,414                    1,736 

Equity investment

Carrying amount                        808,262                 638,764 
Less: Tax written-down value -                              -                       
Timing difference                        808,262                 638,764 
Deferred tax asset on Equity Investment                       242,479                191,629 

Deferred income tax assets and liabilities, deferred income tax charge/(credit) in profit or loss ("P/L), in equity and other comprehensive
income are attributable to the following items:

Deferred income tax assets/liabilities are recognised only to the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utilised. Deferred tax assets/liability of ETB 245,392 and ETB 179,154 for the Bank
recognised as at June 30, 2026 and June 30, 2025 respectively.

Quarterly in advance income tax amounts paid in accordance with article 89 of the Income Tax Amendment proclamation
No.1395/2025,which requires the Company to make quarterly advance income tax payment equivalent of the tax they have paid in the
immediate past year. These quarterly payments are subsequently credited against the final income tax liability determined upon
submission of the annual income tax return.

During the year, the company paid Birr 1,168,926,838 as advance tax representing two quarterly advance payment. These payment
have been recognized as a credit against the current year's tax provision, with any remaining balance to be settled upon filling the
annual income tax declaration.
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14 Company income and deferred  tax  30 June 2026  30 June 2025 

14a Income tax expense  ETB'000  ETB'000 

Income tax expense (note 14b)                      2,530,617               2,337,854 
Deferred income tax charge to profit or loss (note 14e)                          17,328                     6,122 

Total charge to profit or loss                    2,547,945             2,343,976 

14b Reconciliation of effective tax to statutory tax

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

IFRS Accounting profit                    9,301,973             8,212,077 
Tax calculated at statutory tax rate of 30 %                      2,790,592               2,463,623 
Add  :   disallowed expenses
Depreciation and amortization for IFRS accounting purpose                          88,299                   72,611 
Provision for Other                            5,582                   70,497 
Non accrued interest as per NBE                          61,970                   66,433 
Provision for loans and advances for accounting purpose                          31,068                   56,268 

ROU depreciation and finance lease cost                          74,044                   54,738 

Impairment losses on other assets                          12,008                   10,387 
Donation                            1,200                     9,077 
Below market interest                                 -                       8,395 
Provision for annual leave                          17,151                     7,770 
Current service cost (severance pay)                            7,175                     6,065 
Entertainment                            8,254                     7,613 
Tax paid                            2,567                     4,155 
Medical                            5,087                     2,961 
Board remuneration                               392                        377 
Penalty                               236                        245 
Representation allowance                                 63                          26 

                      315,095                377,618 
Less  : Allowed expenses /income
Interest income taxed at source- foreign at different rate                          22,120                 132,894 
Interest income taxed at source-Treasury bills                        154,941                 118,560 
Provision for loans and advances for tax                        109,956                   87,791 
Depreciation and amortization for tax purpose                        119,480                   86,073 
Office rent expense                          67,366                   53,462 
Interest income taxed at source-Government bond                          26,900                   19,692 
Non accrued Interest as per IFRS                          30,708                   15,924 
Dividend income taxed at source                          16,173                   14,232 
Interest income taxed at source-Local deposit (5%)                            3,161                     8,207 
Impairment losses on other assets for tax                            1,369                     7,928 
Interest income taxed at source-NBE bills                          30,205                     2,430 
Gain on disposal of fixed assets (Net)                                 65                        491 
Interest income taxed at source- foreign at different rate (10%)                          (7,373)                  (44,298)

                      575,070                503,388 

Tax charge for the year                    2,530,617             2,337,854 

Minimum Alternative Tax(MAT)

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

Net interest income                      6,576,050               4,775,048 
Other operating income                      7,735,798               7,388,594 
Total turnover                    14,311,848             12,163,643 
MAT at 2.5%                       357,796                304,091 

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

Current Income tax has been recognized based on the normal computation of taxable profit in accordance with the Ethiopian Income tax
law. Although the Minimum alternative Tax (MAT), as introduced by income tax amendment proclamation No 1395/2025, requires
companies with low or nil taxable profits to pay a minimum tax of 2.5% of taxable turnover ,the company is profitable for the period .

Therefore, the calculated income tax expense exceeds the MAT, and the Company has recognized income tax based on the standard
computation rather than the MAT requirement.
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 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

15 Cash and cash equivalents

Balances with foreign banks                    29,987,558             23,130,899 
Cash reserve with NBE                    12,500,000               7,900,000 

Balances with domestic banks
                     6,029,390                 541,189 

Cash on hand                        954,402                 604,670 
Balances with National Bank of Ethiopia-
payment and settlement account                        828,154               1,718,910 
Less: Loss allowance (note 15a ) (2,859)                         (1,665)                  

                 50,296,646           33,894,004 

Maturity analysis

Current                    46,333,590             29,659,454 
Non-current                      3,965,915               4,236,214 

                 50,299,505           33,895,668 

15a Impairment allowance on cash and cash equivalents

A reconciliation of the allowance for impairment losses for cash and cash equivalents is as follows:

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

Balance at the beginning of the year                            1,665                        668 

Charge/(reversal) for the year                            1,194                        997 
Balance at the end of the year                           2,859                    1,665 

16 Loans and advances to customers

Building and construction 8,424,507               7,304,856 
Personal Loans - Customers 8,302,780               6,199,198 
Export                      6,914,232               6,009,885 
Domestic trade and service                      6,884,829               5,234,732 
Industry                      6,840,492               5,445,738 
Hotel and tourism 5,608,038               4,684,088 
Import 5,227,954               3,205,706 
Personal loans - staffs 2,031,228               2,083,165 
Transportation 1,526,709               1,501,264 
Agriculture 830,908                 649,327 

                   52,591,676             42,317,958 

Less: Impairment allowance (note 16a) (863,959)                     (791,643)              

                 51,727,717           41,526,316 

Maturity analysis

Current                    11,392,253               9,774,540 
Non-current                    41,199,424             32,543,418 

                 52,591,676           42,317,958 

Cash and cash equivalents in the statement of cash flows are the same as on the statement of financial position as the Bank had no
bank overdrafts at the end of each reporting period. The reserve account balance maintained with the National Bank of Ethiopian Birr
3,965 million ( 2025: 4,236) is restricted for current use.
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Notes to the Financial Statements 
For the Year Ended June 30, 2026

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

15 Cash and cash equivalents

Balances with foreign banks                    29,987,558             23,130,899 
Cash reserve with NBE                    12,500,000               7,900,000 

Balances with domestic banks
                     6,029,390                 541,189 

Cash on hand                        954,402                 604,670 
Balances with National Bank of Ethiopia-
payment and settlement account                        828,154               1,718,910 
Less: Loss allowance (note 15a ) (2,859)                         (1,665)                  

                 50,296,646           33,894,004 

Maturity analysis

Current                    46,333,590             29,659,454 
Non-current                      3,965,915               4,236,214 

                 50,299,505           33,895,668 

15a Impairment allowance on cash and cash equivalents

A reconciliation of the allowance for impairment losses for cash and cash equivalents is as follows:

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

Balance at the beginning of the year                            1,665                        668 

Charge/(reversal) for the year                            1,194                        997 
Balance at the end of the year                           2,859                    1,665 

16 Loans and advances to customers

Building and construction 8,424,507               7,304,856 
Personal Loans - Customers 8,302,780               6,199,198 
Export                      6,914,232               6,009,885 
Domestic trade and service                      6,884,829               5,234,732 
Industry                      6,840,492               5,445,738 
Hotel and tourism 5,608,038               4,684,088 
Import 5,227,954               3,205,706 
Personal loans - staffs 2,031,228               2,083,165 
Transportation 1,526,709               1,501,264 
Agriculture 830,908                 649,327 

                   52,591,676             42,317,958 

Less: Impairment allowance (note 16a) (863,959)                     (791,643)              

                 51,727,717           41,526,316 

Maturity analysis

Current                    11,392,253               9,774,540 
Non-current                    41,199,424             32,543,418 

                 52,591,676           42,317,958 

Cash and cash equivalents in the statement of cash flows are the same as on the statement of financial position as the Bank had no
bank overdrafts at the end of each reporting period. The reserve account balance maintained with the National Bank of Ethiopian Birr
3,965 million ( 2025: 4,236) is restricted for current use.
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16 Loans and advances to customers (continued)

16a

Loss allowance for impairment
 As at 1 July 

2025  Written -off Loans 
Impairment Charge

 for the year  30 June 2026 

 ETB'000  ETB'000  ETB'000  ETB'000 

Export loans           110,788                    (28,188)                        107,933                 190,533 
Import loans           252,227                             -                            65,209                 317,436 
Industry loans               9,800                             -                                 589                   10,389 
DTS loans           325,072                      (2,124)                         (86,920)                 236,028 
Agriculture loans               5,366                             -                            (2,787)                     2,579 
Consumer loans             19,925                             -                            10,403                   30,328 
Hotel loans             61,148                             -                              9,313                   70,461 
Building and construction loans               3,786                             -                                 644                     4,431 
Transport loans               3,203                         (932)                          (1,356)                        914 
Staff loans                  329                             -                                 532                        861 

Total          791,643                   (31,244)                       103,561                863,959 

Loss allowance for impairment
 As at 1 July 

2024  Written -off Loans 
Impairment Charge

 for the year
 As at 30 June 

2025 
 ETB'000  ETB'000  ETB'000  ETB'000 

Export loans           148,135                             -                           (37,348)                 110,788 
Import loans             84,701                             -                          167,526                 252,227 
DTS loans             24,268                             -                           (14,468)                     9,800 
Agriculture loans           297,876                             -                            27,196                 325,072 
Industry loans                  520                             -   4,846                                              5,366 
Hotel loans             24,609                           (33)                          (4,650)                   19,925 
Building and construction loans             16,315                             -                            44,832                   61,148 
Transport loans               2,114                             -   1,672                                              3,786 
Consumer loans               4,069                             -                               (866)                     3,203 
Staff loans               1,510                             -                            (1,181)                        329 
Total          604,117                          (33)                       187,559                791,643 

 30 June 2026  30 June 2025 
17 Investments  ETB'000  ETB'000 

Investments at fair value through OCI
At the beginning of the year                        815,234                 783,909 
Additions                          15,424                     2,179 
Remeasurement gain on equity investment                        169,499                   29,146 
At the end of the year                    1,000,156                815,234 

Investments at amortized cost
NBE Bills (Treasury Bill)                      5,970,798               5,838,045 
Ethiopian Government bonds                      1,179,649                 952,902 
Less: Allowance for impairment( note 17a) (458)                            (340)                     

                   7,149,990             6,790,608 
Maturity analysis

Current                      5,970,798               5,838,045 
Non-current                      2,179,805               1,768,136 

                   8,150,604             7,606,181 

A reconciliation of the allowance for impairment losses for loans and receivables by class, is as follows:

Impairment allowance on loans and advances to customers
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16 Loans and advances to customers (continued)

16a

Loss allowance for impairment
 As at 1 July 

2025  Written -off Loans 
Impairment Charge

 for the year  30 June 2026 

 ETB'000  ETB'000  ETB'000  ETB'000 

Export loans           110,788                    (28,188)                        107,933                 190,533 
Import loans           252,227                             -                            65,209                 317,436 
Industry loans               9,800                             -                                 589                   10,389 
DTS loans           325,072                      (2,124)                         (86,920)                 236,028 
Agriculture loans               5,366                             -                            (2,787)                     2,579 
Consumer loans             19,925                             -                            10,403                   30,328 
Hotel loans             61,148                             -                              9,313                   70,461 
Building and construction loans               3,786                             -                                 644                     4,431 
Transport loans               3,203                         (932)                          (1,356)                        914 
Staff loans                  329                             -                                 532                        861 

Total          791,643                   (31,244)                       103,561                863,959 

Loss allowance for impairment
 As at 1 July 

2024  Written -off Loans 
Impairment Charge

 for the year
 As at 30 June 

2025 
 ETB'000  ETB'000  ETB'000  ETB'000 

Export loans           148,135                             -                           (37,348)                 110,788 
Import loans             84,701                             -                          167,526                 252,227 
DTS loans             24,268                             -                           (14,468)                     9,800 
Agriculture loans           297,876                             -                            27,196                 325,072 
Industry loans                  520                             -   4,846                                              5,366 
Hotel loans             24,609                           (33)                          (4,650)                   19,925 
Building and construction loans             16,315                             -                            44,832                   61,148 
Transport loans               2,114                             -   1,672                                              3,786 
Consumer loans               4,069                             -                               (866)                     3,203 
Staff loans               1,510                             -                            (1,181)                        329 
Total          604,117                          (33)                       187,559                791,643 

 30 June 2026  30 June 2025 
17 Investments  ETB'000  ETB'000 

Investments at fair value through OCI
At the beginning of the year                        815,234                 783,909 
Additions                          15,424                     2,179 
Remeasurement gain on equity investment                        169,499                   29,146 
At the end of the year                    1,000,156                815,234 

Investments at amortized cost
NBE Bills (Treasury Bill)                      5,970,798               5,838,045 
Ethiopian Government bonds                      1,179,649                 952,902 
Less: Allowance for impairment( note 17a) (458)                            (340)                     

                   7,149,990             6,790,608 
Maturity analysis

Current                      5,970,798               5,838,045 
Non-current                      2,179,805               1,768,136 

                   8,150,604             7,606,181 

A reconciliation of the allowance for impairment losses for loans and receivables by class, is as follows:

Impairment allowance on loans and advances to customers
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17 Investments (continued)

17a Impairment allowance on Investments at fair value through OCI

 30 June 2025 
 Fair Value 
Adjustment 

 Additional 
investment/
(impairment)  30 June 2026 

 ETB'000  ETB'000  ETB'000  ETB'000 

Entities

Eth-Switch Solution Share Co.           792,504                    166,372                                 -                   958,876 
National Insurance Company of Ethiopia               9,109                        3,313                                 -                     12,422 
Ethiopian Security Exchange S.C.             13,621                         (187)                          15,424                   28,858 

         815,234                   169,499                         15,424             1,000,156 

A reconciliation of the allowance for impairment losses for investments at fair value through OCI is as follows:

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

Balance at the beginning of the year                               340                        223 

Charge for the year                               118                        117 

Balance at the end of the year                              458                       340 

The Bank equity investment comprises:

18 Other assets
 30 June 2026  30 June 2025 

Financial assets  ETB'000  ETB'000 

Staff emergency loan                        460,563                 301,217 
Others                        308,951                 114,635 
Receivable from shareholders(note 18.1)                        281,220                 281,220 
Outward document bill for purchase(ODBP)                        277,973                 102,636 

                     1,328,707                 799,708 
Less: Specific impairment allowance (note 18a) (65,924)                       (35,850)                

                   1,262,782                763,859                                                      
Non-financial assets
Prepayments                        552,868                 306,372 
Suspended interest                        286,343                 183,983 
Prepaid staff asset                        149,729                 130,221 
Office supplies(note 18b )                          90,371                   71,988 
Claim on HO and Branches                          64,654                     5,952 

                   1,143,965                698,515 
Gross amount                    2,406,748             1,462,374 

Maturity analysis
Current                        343,909                 220,892 
Non-current                      2,128,763               1,277,332 

                   2,472,672             1,498,224 

The Bank holds equity investments in Etwitch S.C as of June 30, 2026 it stands at 5.1% (June 30, 2025: 5.88%), NICE S.C. as of June
30, 2026 it stands at 2.04% (June 30, 2025:2.13%) and Ethiopian Security Exchange S.C as of June 30, 2026 is 2.55% (June 30,
2025:1.5%) . All equity investments are measured at fair value. 
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17 Investments (continued)

17a Impairment allowance on Investments at fair value through OCI

 30 June 2025 
 Fair Value 
Adjustment 

 Additional 
investment/
(impairment)  30 June 2026 

 ETB'000  ETB'000  ETB'000  ETB'000 

Entities

Eth-Switch Solution Share Co.           792,504                    166,372                                 -                   958,876 
National Insurance Company of Ethiopia               9,109                        3,313                                 -                     12,422 
Ethiopian Security Exchange S.C.             13,621                         (187)                          15,424                   28,858 

         815,234                   169,499                         15,424             1,000,156 

A reconciliation of the allowance for impairment losses for investments at fair value through OCI is as follows:

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

Balance at the beginning of the year                               340                        223 

Charge for the year                               118                        117 

Balance at the end of the year                              458                       340 

The Bank equity investment comprises:

18 Other assets
 30 June 2026  30 June 2025 

Financial assets  ETB'000  ETB'000 

Staff emergency loan                        460,563                 301,217 
Others                        308,951                 114,635 
Receivable from shareholders(note 18.1)                        281,220                 281,220 
Outward document bill for purchase(ODBP)                        277,973                 102,636 

                     1,328,707                 799,708 
Less: Specific impairment allowance (note 18a) (65,924)                       (35,850)                

                   1,262,782                763,859                                                      
Non-financial assets
Prepayments                        552,868                 306,372 
Suspended interest                        286,343                 183,983 
Prepaid staff asset                        149,729                 130,221 
Office supplies(note 18b )                          90,371                   71,988 
Claim on HO and Branches                          64,654                     5,952 

                   1,143,965                698,515 
Gross amount                    2,406,748             1,462,374 

Maturity analysis
Current                        343,909                 220,892 
Non-current                      2,128,763               1,277,332 

                   2,472,672             1,498,224 

The Bank holds equity investments in Etwitch S.C as of June 30, 2026 it stands at 5.1% (June 30, 2025: 5.88%), NICE S.C. as of June
30, 2026 it stands at 2.04% (June 30, 2025:2.13%) and Ethiopian Security Exchange S.C as of June 30, 2026 is 2.55% (June 30,
2025:1.5%) . All equity investments are measured at fair value. 
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18.1 Other assets (continued)

18a Impairment allowance on other assets

A reconciliation of the allowance for impairment losses for other assets is as follows:

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

Balance at the beginning of the year                          35,850                     2,350 
Charge/(reversal) for the year (note 11a)                               795                   33,487 
Charge/(reversal) for the year (note 11a)                          37,918                          23 
Write-off assets                          (8,638)                        (10)
Balance at the end of the year                         65,924                  35,850 

18b Office Supplies

A breakdown of the items included within office supplies is as follows:

Stationary stock account                          45,610                   34,880 
Other stock                          13,322                     9,533 
Uniform stock                            10,306                   10,973 
Computers - stock                          10,302                     8,617 
Debit Cards, CPOs, Drafts and CDTs                            6,426                     7,174 
Office equipment-Stock                            4,405                        812 

                        90,371                  71,988 

 30 June 2026  30 June 2025 
19 Asset held for sale  ETB'000  ETB'000 

Balance at the beginning of the year                            4,139                          -   
addition during the year                            1,238                     4,139 
disposal during the year                          (4,139)                          -   
Balance at the end of the year                           1,238                    4,139 

20 Right of Use Asset 

Cost:
Balance at 01 July 2024                      1,421,248               1,109,450 
Additions                        360,870                 311,799 
Adjustment                         (51,066)                          -   
Balance at 01 July 2025                    1,731,053             1,421,248 

Depreciation
Balance at 01 July 2024                        695,682                 520,102 
Charge for the year                        209,415                 175,580 
Balance at 30 June 2026                       905,096                695,682 

Net Carrying Value at 30 June 2025                       825,956                725,567 

The Bank assesses the right-of-use asset for impairment when such indicators exist. At the commencement date, the Bank measures the
lease liability at the present value of the lease payments unpaid at that date, discounted using the interest rate implicit in the lease if
that rate is readily available or the Bank incremental borrowing rate. i.e. The NBE Policy Rate which is 15%.

The Bank leases a number of assets including land and buildings. The movement about leases for which the Bank is a lessee is
presented below:

The Bank is currently engaged in a legal dispute with the Tax Authority concerning a dividend tax assessment totalling ETB 516 million.
This amount comprises a principal component of ETB 281 million and interest and penalties of ETB 235 million.

In accordance with applicable tax regulations, the Bank has made a deposit of ETB 211 million representing 75% of the principal
amount as a prerequisite to initiate legal proceedings. The Board of Directors, based on the legal opinion and interpretation of the tax
laws, believes that the principal amount is likely to be recoverable from shareholders if the case is decided against the Bank. Therefore,
no provision has been recognized in respect of the principal amount.

However, the outcome regarding the interest and penalties remains uncertain. The Bank recognized a provision of ETB 235 million in the
2024/25 financial year. During the current period, the Bank has recognized an additional provision of ETB 18.6 million, calculated in
relation to the remaining principal amount of ETB 70 million, being the difference between the total principal assessment of ETB 281
million and the ETB 211 million deposited with the Tax Authority. The provision has been recognized in accordance with IAS 37 –
Provisions, Contingent Liabilities and Contingent Assets, based on management’s assessment of the obligation arising from the tax
matter.

The matter remains under active litigation, and the final resolution is dependent on the outcome of the judicial process. The Bank will
continue to assess the situation and update its disclosures as the case progresses.

Failing to win the court case, the Directors believe that the principal tax claim by the Tax authority of ETB 281 million will be recovered
from the respective shareholders and is shown as receivable from shareholders.
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17 Investments (continued)

17a Impairment allowance on Investments at fair value through OCI

 30 June 2025 
 Fair Value 
Adjustment 

 Additional 
investment/
(impairment)  30 June 2026 

 ETB'000  ETB'000  ETB'000  ETB'000 

Entities

Eth-Switch Solution Share Co.           792,504                    166,372                                 -                   958,876 
National Insurance Company of Ethiopia               9,109                        3,313                                 -                     12,422 
Ethiopian Security Exchange S.C.             13,621                         (187)                          15,424                   28,858 

         815,234                   169,499                         15,424             1,000,156 

A reconciliation of the allowance for impairment losses for investments at fair value through OCI is as follows:

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

Balance at the beginning of the year                               340                        223 

Charge for the year                               118                        117 

Balance at the end of the year                              458                       340 

The Bank equity investment comprises:

18 Other assets
 30 June 2026  30 June 2025 

Financial assets  ETB'000  ETB'000 

Staff emergency loan                        460,563                 301,217 
Others                        308,951                 114,635 
Receivable from shareholders(note 18.1)                        281,220                 281,220 
Outward document bill for purchase(ODBP)                        277,973                 102,636 

                     1,328,707                 799,708 
Less: Specific impairment allowance (note 18a) (65,924)                       (35,850)                

                   1,262,782                763,859                                                      
Non-financial assets
Prepayments                        552,868                 306,372 
Suspended interest                        286,343                 183,983 
Prepaid staff asset                        149,729                 130,221 
Office supplies(note 18b )                          90,371                   71,988 
Claim on HO and Branches                          64,654                     5,952 

                   1,143,965                698,515 
Gross amount                    2,406,748             1,462,374 

Maturity analysis
Current                        343,909                 220,892 
Non-current                      2,128,763               1,277,332 

                   2,472,672             1,498,224 

The Bank holds equity investments in Etwitch S.C as of June 30, 2026 it stands at 5.1% (June 30, 2025: 5.88%), NICE S.C. as of June
30, 2026 it stands at 2.04% (June 30, 2025:2.13%) and Ethiopian Security Exchange S.C as of June 30, 2026 is 2.55% (June 30,
2025:1.5%) . All equity investments are measured at fair value. 
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18.1 Other assets (continued)

18a Impairment allowance on other assets

A reconciliation of the allowance for impairment losses for other assets is as follows:

 30 June 2026  30 June 2025 
 ETB'000  ETB'000 

Balance at the beginning of the year                          35,850                     2,350 
Charge/(reversal) for the year (note 11a)                               795                   33,487 
Charge/(reversal) for the year (note 11a)                          37,918                          23 
Write-off assets                          (8,638)                        (10)
Balance at the end of the year                         65,924                  35,850 

18b Office Supplies

A breakdown of the items included within office supplies is as follows:

Stationary stock account                          45,610                   34,880 
Other stock                          13,322                     9,533 
Uniform stock                            10,306                   10,973 
Computers - stock                          10,302                     8,617 
Debit Cards, CPOs, Drafts and CDTs                            6,426                     7,174 
Office equipment-Stock                            4,405                        812 

                        90,371                  71,988 

 30 June 2026  30 June 2025 
19 Asset held for sale  ETB'000  ETB'000 

Balance at the beginning of the year                            4,139                          -   
addition during the year                            1,238                     4,139 
disposal during the year                          (4,139)                          -   
Balance at the end of the year                           1,238                    4,139 

20 Right of Use Asset 

Cost:
Balance at 01 July 2024                      1,421,248               1,109,450 
Additions                        360,870                 311,799 
Adjustment                         (51,066)                          -   
Balance at 01 July 2025                    1,731,053             1,421,248 

Depreciation
Balance at 01 July 2024                        695,682                 520,102 
Charge for the year                        209,415                 175,580 
Balance at 30 June 2026                       905,096                695,682 

Net Carrying Value at 30 June 2025                       825,956                725,567 

The Bank assesses the right-of-use asset for impairment when such indicators exist. At the commencement date, the Bank measures the
lease liability at the present value of the lease payments unpaid at that date, discounted using the interest rate implicit in the lease if
that rate is readily available or the Bank incremental borrowing rate. i.e. The NBE Policy Rate which is 15%.

The Bank leases a number of assets including land and buildings. The movement about leases for which the Bank is a lessee is
presented below:

The Bank is currently engaged in a legal dispute with the Tax Authority concerning a dividend tax assessment totalling ETB 516 million.
This amount comprises a principal component of ETB 281 million and interest and penalties of ETB 235 million.

In accordance with applicable tax regulations, the Bank has made a deposit of ETB 211 million representing 75% of the principal
amount as a prerequisite to initiate legal proceedings. The Board of Directors, based on the legal opinion and interpretation of the tax
laws, believes that the principal amount is likely to be recoverable from shareholders if the case is decided against the Bank. Therefore,
no provision has been recognized in respect of the principal amount.

However, the outcome regarding the interest and penalties remains uncertain. The Bank recognized a provision of ETB 235 million in the
2024/25 financial year. During the current period, the Bank has recognized an additional provision of ETB 18.6 million, calculated in
relation to the remaining principal amount of ETB 70 million, being the difference between the total principal assessment of ETB 281
million and the ETB 211 million deposited with the Tax Authority. The provision has been recognized in accordance with IAS 37 –
Provisions, Contingent Liabilities and Contingent Assets, based on management’s assessment of the obligation arising from the tax
matter.

The matter remains under active litigation, and the final resolution is dependent on the outcome of the judicial process. The Bank will
continue to assess the situation and update its disclosures as the case progresses.

Failing to win the court case, the Directors believe that the principal tax claim by the Tax authority of ETB 281 million will be recovered
from the respective shareholders and is shown as receivable from shareholders.
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21 Intangible Assets
Capitalized 

expenditure

 Computer  
software 

Software 
under 

progress
Total

ETB'000 ETB'000 ETB'000 ETB'000
Cost:
As at 1 July 2024             8,379         353,993              30,398          384,391 
Acquisitions -                      126,250             (21,547)          104,703 
As at 30 June 2025            8,379       480,243               8,851        489,094 

As at 1 July 2025             8,379         480,243                8,851          489,094 

Acquisitions -                        32,008              26,534            58,542 
Impairment         (37,415)                     -            (37,415)

As at 30 June  2026            8,379       474,836             35,385        510,221 

As at 1 July 2024             8,379         186,048                     -            186,048 
Amortisation for the year -                        49,019                     -              49,019 
As at 30 June 2025            8,379       235,067                     -          235,067 

As at 1 July 2025             8,379         235,067                     -            235,067 
Amortisation for the year -                        60,766                     -              60,766 
Impairment         (36,272)                     -            (36,272)
As at 30 June  2026            8,379       259,562                     -          259,562 

Net book value

As at 30 June 2025 -                   245,176               8,851        254,026 
As at 30 June  2026 -                   215,275             35,385        250,659 

22 Property, plant and equipment

Building Motor 
vehicle  Computers 

 Furniture, 
fittings and 

equipment's 
 Total 

ETB'000 ETB'000 ETB'000 ETB'000 ETB'000
Cost:

As at 1 July 2024         1,660,326         114,396         586,644            563,002       2,924,368 
Additions            182,880         131,143         222,670              45,808          582,501 
Disposals                     -                (916)           (3,779)             (16,850)          (21,545)

As at 30 June 2025        1,843,206        244,623       805,534           591,960     3,485,323 

As at 1 July 2025         1,843,206         244,623         805,534            591,960       3,485,323 
Additions              71,718           24,335           48,802              84,080          228,935 
Adjustment                 (119)                  -                   -                     (35)               (154)
Disposals                     -             (1,236) (522)            (1,094)                        (2,852)

PPE transferred to Asset held for sale              (491) (617)            (130)                           (1,238)

Impairment           (1,743)           (5,578)              (8,334)          (15,655)

As at 30 June  2026        1,914,805        265,488       847,619           666,448     3,694,360 

Accumulated depreciation

As at 1 July 2024              41,908           56,232         170,665            147,340          416,145 
Charge for the year              26,318           14,739           83,668              63,967          188,692 
Adjustment                4,327                  -                   -                       -               4,327 
Disposals                     -                (870)           (3,611)             (13,930)          (18,411)
As at 30 June 2025             72,553          70,100       250,722           197,377        590,752 

As at 1 July 2025              72,553           70,100         250,722            197,377          590,752 
Charge for the year              35,132           21,557         101,775              74,935          233,399 
Adjustment                     -                    -                 199                   (35)                165 
Disposals                     -             (1,170)              (451)                 (967)         (2,587.4)
Impairment                     -   (1,743)          (5,568)                      (7,741)          (15,053)
As at 30 June  2026           107,685          88,743       346,678           263,569        806,676 

Net book value
As at 30 June 2025        1,770,654        174,523       554,812           394,583     2,894,571 
As at 30 June  2026        1,807,120        176,744       500,942           402,878     2,887,684 

Zemen Bank Share Company
Notes to the Financial Statements 
For the Year Ended June 30, 2026

Accumulated amortisation and impairment losses

Based on management’s impairment review, intangible assets with a historical cost of Birr 37.41 million and a net book value of 
Birr 1.14 million were assessed as derecognized and/or impaired during the year ended 30 June 2026.
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21 Intangible Assets
Capitalized 

expenditure

 Computer  
software 

Software 
under 

progress
Total

ETB'000 ETB'000 ETB'000 ETB'000
Cost:
As at 1 July 2024             8,379         353,993              30,398          384,391 
Acquisitions -                      126,250             (21,547)          104,703 
As at 30 June 2025            8,379       480,243               8,851        489,094 

As at 1 July 2025             8,379         480,243                8,851          489,094 

Acquisitions -                        32,008              26,534            58,542 
Impairment         (37,415)                     -            (37,415)

As at 30 June  2026            8,379       474,836             35,385        510,221 

As at 1 July 2024             8,379         186,048                     -            186,048 
Amortisation for the year -                        49,019                     -              49,019 
As at 30 June 2025            8,379       235,067                     -          235,067 

As at 1 July 2025             8,379         235,067                     -            235,067 
Amortisation for the year -                        60,766                     -              60,766 
Impairment         (36,272)                     -            (36,272)
As at 30 June  2026            8,379       259,562                     -          259,562 

Net book value

As at 30 June 2025 -                   245,176               8,851        254,026 
As at 30 June  2026 -                   215,275             35,385        250,659 

22 Property, plant and equipment

Building Motor 
vehicle  Computers 

 Furniture, 
fittings and 

equipment's 
 Total 

ETB'000 ETB'000 ETB'000 ETB'000 ETB'000
Cost:

As at 1 July 2024         1,660,326         114,396         586,644            563,002       2,924,368 
Additions            182,880         131,143         222,670              45,808          582,501 
Disposals                     -                (916)           (3,779)             (16,850)          (21,545)

As at 30 June 2025        1,843,206        244,623       805,534           591,960     3,485,323 

As at 1 July 2025         1,843,206         244,623         805,534            591,960       3,485,323 
Additions              71,718           24,335           48,802              84,080          228,935 
Adjustment                 (119)                  -                   -                     (35)               (154)
Disposals                     -             (1,236) (522)            (1,094)                        (2,852)

PPE transferred to Asset held for sale              (491) (617)            (130)                           (1,238)

Impairment           (1,743)           (5,578)              (8,334)          (15,655)

As at 30 June  2026        1,914,805        265,488       847,619           666,448     3,694,360 

Accumulated depreciation

As at 1 July 2024              41,908           56,232         170,665            147,340          416,145 
Charge for the year              26,318           14,739           83,668              63,967          188,692 
Adjustment                4,327                  -                   -                       -               4,327 
Disposals                     -                (870)           (3,611)             (13,930)          (18,411)
As at 30 June 2025             72,553          70,100       250,722           197,377        590,752 

As at 1 July 2025              72,553           70,100         250,722            197,377          590,752 
Charge for the year              35,132           21,557         101,775              74,935          233,399 
Adjustment                     -                    -                 199                   (35)                165 
Disposals                     -             (1,170)              (451)                 (967)         (2,587.4)
Impairment                     -   (1,743)          (5,568)                      (7,741)          (15,053)
As at 30 June  2026           107,685          88,743       346,678           263,569        806,676 

Net book value
As at 30 June 2025        1,770,654        174,523       554,812           394,583     2,894,571 
As at 30 June  2026        1,807,120        176,744       500,942           402,878     2,887,684 

Zemen Bank Share Company
Notes to the Financial Statements 
For the Year Ended June 30, 2026

Accumulated amortisation and impairment losses

Based on management’s impairment review, intangible assets with a historical cost of Birr 37.41 million and a net book value of 
Birr 1.14 million were assessed as derecognized and/or impaired during the year ended 30 June 2026.
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 30 June 2026  30 June 2025 
23 Deposits from other banks ETB'000 ETB'000

Balances from other banks                188,050             227,061 

             188,050            227,061 
Maturity analysis
Current                188,050             227,061 

Non-current -                      -                   
             188,050            227,061 

24 Deposits from customers
Savings deposits           39,431,047         27,741,494 
Demand deposits           29,382,141         24,332,799 
Other deposits             6,096,848          4,149,058 
Retention deposits             5,161,917          3,892,742 
Time deposits             4,771,515          4,092,408 

        84,843,468      64,208,501 
Maturity analysis
Current           26,416,180         21,066,323 
Non-current           58,427,287         43,142,178 

        84,843,468      64,208,501 

25 Interest Free deposits from customers
Wadiah Saving Consumer                   6,545                      -   

                 6,545 
Maturity analysis
Current                        -                        -   
Non-current                   6,545                      -   

                 6,545                      -   

26 Other liabilities
Financial liabilities
Mastercard Payable                928,651             630,474 
Bonus Payable                443,711             310,305 
Blocked cash for guarantee issued                238,895             172,831 
Exchange payable to National Bank of Ethiopia                148,297               77,893 
Cashier payment orders (CPO)                138,047             171,937 
Dividend payable                130,683               63,871 
Retention Payable                  35,325               70,840 
Payable To ETH-Switch                  19,301               19,992 
Incoming Transfer payable                  18,749               14,092 
Directors share on Profit                   1,306                 1,258 

            2,102,966          1,533,495 
Non-financial liabilities
Others Payable                403,511             353,894 
Unearned income                270,882             228,924 
Provision for tax liability                253,598             234,992 
Taxes and stamp duty charges                208,628             178,715 
Accrued leave                146,751               93,310 

            1,283,369          1,089,835 

Gross amount           3,386,336        2,623,330 

Maturity analysis

Current             1,377,415          1,104,602 
Non-current             2,008,921          1,518,728 

          3,386,336        2,623,330 

The make up of others payble is as shown hereunder:

Payable to IT service providers                  79,471               36,306 
Provision for tax liability                  70,305               70,305 
Payable to Security service providers                  26,303                 9,800 
Payable to Transaction Advisory service                  11,389                      -   
Payable to Training related service                   5,607               26,616 
Others                210,435             237,484 

             403,511            353,894 

27 Borrowings
Borrowings                285,302               95,540 

             285,302              95,540 

 30 June 
2025 

 Add-'New 
loan  during 

 Add-' 
Interest 

 less- 
Repayment   30 June 2026 

 ETB'000  ETB'000  ETB'000  ETB'000  ETB'000 
Borrowers 
Development Bank of Ethiopia 95,540 253,509 16,347 (80,094)            285,302 

         95,540        253,509           16,347              (80,094)            285,302 

Zemen Bank Share Company

Notes to the Financial Statements 

For the Year Ended June 30, 2026

The Bank has obtained medium-term loan from Development Bank of Ethiopia. The loan bears interest rate of 12% per
annum for KFW loan and 10% for ADELE project loans.

Provision for tax liability represents interest and penalties on dividend tax assessed by the Ministry of Revenues (MoR).

During the year, the Bank commenced Interest free banking window operations as of June 25,2026. As of June 30,
2026, the interest free banking window had mobilized customer deposits of ETB 6.6 million. No significant financing
activities had been undertaken by year-end. Accordingly, the related balances have been included within customer
deposits in these financial statements.
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 30 June 2026  30 June 2025 
23 Deposits from other banks ETB'000 ETB'000

Balances from other banks                188,050             227,061 

             188,050            227,061 
Maturity analysis
Current                188,050             227,061 

Non-current -                      -                   
             188,050            227,061 

24 Deposits from customers
Savings deposits           39,431,047         27,741,494 
Demand deposits           29,382,141         24,332,799 
Other deposits             6,096,848          4,149,058 
Retention deposits             5,161,917          3,892,742 
Time deposits             4,771,515          4,092,408 

        84,843,468      64,208,501 
Maturity analysis
Current           26,416,180         21,066,323 
Non-current           58,427,287         43,142,178 

        84,843,468      64,208,501 

25 Interest Free deposits from customers
Wadiah Saving Consumer                   6,545                      -   

                 6,545 
Maturity analysis
Current                        -                        -   
Non-current                   6,545                      -   

                 6,545                      -   

26 Other liabilities
Financial liabilities
Mastercard Payable                928,651             630,474 
Bonus Payable                443,711             310,305 
Blocked cash for guarantee issued                238,895             172,831 
Exchange payable to National Bank of Ethiopia                148,297               77,893 
Cashier payment orders (CPO)                138,047             171,937 
Dividend payable                130,683               63,871 
Retention Payable                  35,325               70,840 
Payable To ETH-Switch                  19,301               19,992 
Incoming Transfer payable                  18,749               14,092 
Directors share on Profit                   1,306                 1,258 

            2,102,966          1,533,495 
Non-financial liabilities
Others Payable                403,511             353,894 
Unearned income                270,882             228,924 
Provision for tax liability                253,598             234,992 
Taxes and stamp duty charges                208,628             178,715 
Accrued leave                146,751               93,310 

            1,283,369          1,089,835 

Gross amount           3,386,336        2,623,330 

Maturity analysis

Current             1,377,415          1,104,602 
Non-current             2,008,921          1,518,728 

          3,386,336        2,623,330 

The make up of others payble is as shown hereunder:

Payable to IT service providers                  79,471               36,306 
Provision for tax liability                  70,305               70,305 
Payable to Security service providers                  26,303                 9,800 
Payable to Transaction Advisory service                  11,389                      -   
Payable to Training related service                   5,607               26,616 
Others                210,435             237,484 

             403,511            353,894 

27 Borrowings
Borrowings                285,302               95,540 

             285,302              95,540 

 30 June 
2025 

 Add-'New 
loan  during 

 Add-' 
Interest 

 less- 
Repayment   30 June 2026 

 ETB'000  ETB'000  ETB'000  ETB'000  ETB'000 
Borrowers 
Development Bank of Ethiopia 95,540 253,509 16,347 (80,094)            285,302 

         95,540        253,509           16,347              (80,094)            285,302 

Zemen Bank Share Company

Notes to the Financial Statements 

For the Year Ended June 30, 2026

The Bank has obtained medium-term loan from Development Bank of Ethiopia. The loan bears interest rate of 12% per
annum for KFW loan and 10% for ADELE project loans.

Provision for tax liability represents interest and penalties on dividend tax assessed by the Ministry of Revenues (MoR).

During the year, the Bank commenced Interest free banking window operations as of June 25,2026. As of June 30,
2026, the interest free banking window had mobilized customer deposits of ETB 6.6 million. No significant financing
activities had been undertaken by year-end. Accordingly, the related balances have been included within customer
deposits in these financial statements.

64

Zemen Bank Share Company

Notes to the Financial Statements 

For the Year Ended June 30, 2026

27 Borrowings(continued)

Maturity analysis

Current                  84,616                      -   
Non-current                200,685               95,540 

             285,302              95,540 

 30 June 2026  30 June 2025 
28 Lease liability ETB'000 ETB'000

Lease liability                115,838             134,449 

             115,838            134,449 

 30 June 2026  30 June 2025 
ETB'000 ETB'000

At the beginning of the year                134,449               69,250 
Additions                  51,022               65,926 
Interest expense in P & L                (38,861)               (5,271)
Payment for lease                  (1,100)               (3,434)
Adjustment                (29,672)                 7,978 
At the end of the year              115,838            134,449 

Maturity analysis

No later than 1 year                  45,120                      -   
later than 1 year  and no later than 5 years                  61,339             105,174 
More than 5 years                   9,379               29,276 
Total              115,838            134,449 

29 Defined benefit obligations

Defined benefits liabilities:
Defined benefit obligation                159,457             129,074 
Liability in the statement of financial position              159,457            129,074 

Income statement charge included in personnel expenses:
Current service cost                  27,656               25,585 
Total defined benefit expenses                27,656              25,585 

Remeasurements for:
Remeasurement loss                   6,466               24,607 
Total pension prize                  6,466              24,607 

Liability recognised in the financial position              159,457            129,074 
Amount recognised in the profit or loss

Current service cost                  18,545               16,805 
Interest cost 9,111 8,780

               27,656              25,585 
Amount recognised in other comprehensive income:

               (10,335)               12,776 

16,801 11,831
                 6,466              24,607 

The movement in the defined benefit obligation over the years is as follows:

At the beginning of the year                129,074               84,252 
Remeasurement losses                   6,466               24,607 
Interest cost                   9,111               16,805 
Current service cost                  18,545                 8,780 
Benefits paid (3,739)                (5,370)              
At the end of the year

             159,457            129,074 

Remeasurement (gains)/losses arising from changes in the economic 
assumptions
Remeasurement (gains)/losses arising from experience

Below are the details of movements and amounts recognised in the financial statements:

The income statement charge included within personnel expenses includes current service cost, interest cost, past
service costs on the defined benefit scheme.

The lease liability is in respect of outstanding lease obligation towards the right of use asset of branch and office spaces
and land. The outstanding obligation is repayable in accordance to the terms stipulated in the rent agreements. The
obligation is discounted at a rate of 15% for office lease and 11.5% for land Lease.
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Zemen Bank Share Company

Notes to the Financial Statements 

For the Year Ended June 30, 2026

27 Borrowings(continued)

Maturity analysis

Current                  84,616                      -   
Non-current                200,685               95,540 

             285,302              95,540 

 30 June 2026  30 June 2025 
28 Lease liability ETB'000 ETB'000

Lease liability                115,838             134,449 

             115,838            134,449 

 30 June 2026  30 June 2025 
ETB'000 ETB'000

At the beginning of the year                134,449               69,250 
Additions                  51,022               65,926 
Interest expense in P & L                (38,861)               (5,271)
Payment for lease                  (1,100)               (3,434)
Adjustment                (29,672)                 7,978 
At the end of the year              115,838            134,449 

Maturity analysis

No later than 1 year                  45,120                      -   
later than 1 year  and no later than 5 years                  61,339             105,174 
More than 5 years                   9,379               29,276 
Total              115,838            134,449 

29 Defined benefit obligations

Defined benefits liabilities:
Defined benefit obligation                159,457             129,074 
Liability in the statement of financial position              159,457            129,074 

Income statement charge included in personnel expenses:
Current service cost                  27,656               25,585 
Total defined benefit expenses                27,656              25,585 

Remeasurements for:
Remeasurement loss                   6,466               24,607 
Total pension prize                  6,466              24,607 

Liability recognised in the financial position              159,457            129,074 
Amount recognised in the profit or loss

Current service cost                  18,545               16,805 
Interest cost 9,111 8,780

               27,656              25,585 
Amount recognised in other comprehensive income:

               (10,335)               12,776 

16,801 11,831
                 6,466              24,607 

The movement in the defined benefit obligation over the years is as follows:

At the beginning of the year                129,074               84,252 
Remeasurement losses                   6,466               24,607 
Interest cost                   9,111               16,805 
Current service cost                  18,545                 8,780 
Benefits paid (3,739)                (5,370)              
At the end of the year

             159,457            129,074 

Remeasurement (gains)/losses arising from changes in the economic 
assumptions
Remeasurement (gains)/losses arising from experience

Below are the details of movements and amounts recognised in the financial statements:

The income statement charge included within personnel expenses includes current service cost, interest cost, past
service costs on the defined benefit scheme.

The lease liability is in respect of outstanding lease obligation towards the right of use asset of branch and office spaces
and land. The outstanding obligation is repayable in accordance to the terms stipulated in the rent agreements. The
obligation is discounted at a rate of 15% for office lease and 11.5% for land Lease.
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27 Borrowings(continued)

Maturity analysis

Current                  84,616                      -   
Non-current                200,685               95,540 

             285,302              95,540 

 30 June 2026  30 June 2025 
28 Lease liability ETB'000 ETB'000

Lease liability                115,838             134,449 

             115,838            134,449 

 30 June 2026  30 June 2025 
ETB'000 ETB'000

At the beginning of the year                134,449               69,250 
Additions                  51,022               65,926 
Interest expense in P & L                (38,861)               (5,271)
Payment for lease                  (1,100)               (3,434)
Adjustment                (29,672)                 7,978 
At the end of the year              115,838            134,449 

Maturity analysis

No later than 1 year                  45,120                      -   
later than 1 year  and no later than 5 years                  61,339             105,174 
More than 5 years                   9,379               29,276 
Total              115,838            134,449 

29 Defined benefit obligations

Defined benefits liabilities:
Defined benefit obligation                159,457             129,074 
Liability in the statement of financial position              159,457            129,074 

Income statement charge included in personnel expenses:
Current service cost                  27,656               25,585 
Total defined benefit expenses                27,656              25,585 

Remeasurements for:
Remeasurement loss                   6,466               24,607 
Total pension prize                  6,466              24,607 

Liability recognised in the financial position              159,457            129,074 
Amount recognised in the profit or loss

Current service cost                  18,545               16,805 
Interest cost 9,111 8,780

               27,656              25,585 
Amount recognised in other comprehensive income:

               (10,335)               12,776 

16,801 11,831
                 6,466              24,607 

The movement in the defined benefit obligation over the years is as follows:

At the beginning of the year                129,074               84,252 
Remeasurement losses                   6,466               24,607 
Interest cost                   9,111               16,805 
Current service cost                  18,545                 8,780 
Benefits paid (3,739)                (5,370)              
At the end of the year

             159,457            129,074 

Remeasurement (gains)/losses arising from changes in the economic 
assumptions
Remeasurement (gains)/losses arising from experience

Below are the details of movements and amounts recognised in the financial statements:

The income statement charge included within personnel expenses includes current service cost, interest cost, past
service costs on the defined benefit scheme.

The lease liability is in respect of outstanding lease obligation towards the right of use asset of branch and office spaces
and land. The outstanding obligation is repayable in accordance to the terms stipulated in the rent agreements. The
obligation is discounted at a rate of 15% for office lease and 11.5% for land Lease.
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29 Defined benefit obligations (continued)

The significant actuarial assumptions were as follows:  30 June 2026  30 June 2025 

i) Financial Assumption Long term Average ETB'000 ETB'000

Discount Rate (p.a) 15.25% 14.70%

Future salary Increases(% 
p.a.) 13.25% 14.20%

Mortality assumptions-Males DHS2016 DHS2016

Mortality assumptions-Females DHS2016 DHS2016
Weighted average duration of 
defined benefit obligation 4.59 8

ii) Mortality in Service

Age Males Females Males Females

20 0.00306        0.00223        0.00306              0.00223            
25 0.00303        0.00228        0.00303              0.00228            
30 0.00355        0.00314        0.00355              0.00314            
35 0.00405        0.00279        0.00405              0.00279            
40 0.00515        0.00319        0.00515              0.00319            
45 0.00450        0.00428        0.00450              0.00428            
50 0.00628        0.00628        0.00628              0.00628            
55 0.00979        0.00979        0.00979              0.00979            
60 0.01536        0.01536        0.01536              0.01536            

iii) Withdrawal from Service

Age

 Annual 
Rate of 

Resignation 

20 15.0%
25 12.5%
30 10.0%
35 7.5%
40 5.0%
45 2.5%
50 0.0%
55 0.08%

Particulars
Scenario-1 

Base

Scenario 2 
Discount 

Rate +1%

Scenario 3 
Salary Rate 

+1%

Scenario 4 
Discount Rate 

Scenario 5 
Salary Rate 

Discount Rate 15.25% 16.25% 15.25% 14.25% 15.25%

Salary Increases 13.25% 13.25% 14.25% 13.25% 12.25%

Demographic Assumptions No Change No Change No Change No Change No Change

Net liability at start of period 129,074 129,074 129,074 129,074 129,074

Net expense recognised in the in  27,655 27,655 27,655 27,655 27,655

Net expense recognised in other  6,466 0 12,986 13,580 478

Company paid benefits -3,739 -3,739 -3,739 -3,739 -3,739

Net liability at end of period 159,457 152,991 165,976 166,571 153,469

% Change — -0.0406 0.0409 0.0446 -0.0376

Mortality rates are commonly set with reference to standard tables published by reputable institutions (such as the
Actuarial Society of South Africa and the Central Statistics Agency (“CSA”) of Ethiopia who have access to statistically
significant data from which to derive mortality rates.

Sample mortality rates are as follows:

The withdrawal rates are believed to be reasonably representative of the Ethiopian experience. The valuation assumed
a rate of withdrawal of 15% at the youngest ages falling with increasing age to 2.5% at age 45.

The sensitivity of the overall defined benefit liability to changes in the weighted principal assumption is:

 30 June 2025  30 June 2026 
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Zemen Bank Share Company

Notes to the Financial Statements 

For the Year Ended June 30, 2026

 30 June 2026  30 June 2025 
ETB'000 ETB'000

30 Share capital

Authorised:
At the beginning of the year           15,000,000         15,000,000 
Additional authorization during the year             5,000,000                      -   
At the end of the year         20,000,000      15,000,000 

30a Reconciliation of number of shares subscribed
At the beginning of the year           14,906,349         11,309,456 
Additional subscription during the year                  93,651          3,596,893 
At the end of the year         15,000,000      14,906,349 

30b Paid up capital

At the beginning of the year             9,390,451          7,455,181 
Issued and paid - Ordinary shares             4,897,535          1,935,270 
At the end of the year         14,287,986        9,390,451 

30c Share Premium

At the beginning of the year                      906                    906 
Issued and paid - Ordinary shares                   5,878                      -   
At the end of the year                  6,784                   906 

30d Special reserve

At the beginning of the year                143,024               97,672 
(Transfer to)/addition from retained earning during the year              (143,024)               45,353 
At the end of the year                        -              143,024 

31 Earnings per share

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Profit attributable to shareholders             6,754,027          5,868,101 
Weighted average number of ordinary shares in issue                  12,538                 8,591 
Basic & diluted earnings per share (ETB)                     539                   683 

 30 June 2026  30 June 2025 
ETB'000 ETB'000

32 Retained earnings

At the beginning of the year             4,106,579          1,679,726 
Profit (Loss) for the year             6,754,027          5,868,101 
Dividends paid (4,106,579)          (1,679,726)       
Transfer to legal reserve (1,688,507)          (1,467,025)       
Transfer to regulatory risk reserve (494,282)             (294,496)          

At the end of the year           4,571,238        4,106,579 

Basic earnings per share (EPS) is calculated by dividing the profit after taxation by the weighted average number of
ordinary shares in issue during the year.

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding to
assume conversion of all dilutive potential ordinary shares. There were no potentially dilutive shares at the reporting
date (30 June 2026:nil, 30 June 2025: nil), hence the basic and diluted per share have the same value.

In previous years, the Annual General Meeting of Shareholders resolved to set aside a portion of the annual declared
amount as an additional reserve, in addition to the statutory legal reserve, with the objective of strengthening the
Bank’s capital base. However, during the current year, in accordance with the resolution of the Annual General Meeting,
the Bank distributed the cumulative balance of the special reserve to its shareholders.
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 30 June 2026  30 June 2025 
ETB'000 ETB'000

30 Share capital

Authorised:
At the beginning of the year           15,000,000         15,000,000 
Additional authorization during the year             5,000,000                      -   
At the end of the year         20,000,000      15,000,000 

30a Reconciliation of number of shares subscribed
At the beginning of the year           14,906,349         11,309,456 
Additional subscription during the year                  93,651          3,596,893 
At the end of the year         15,000,000      14,906,349 

30b Paid up capital

At the beginning of the year             9,390,451          7,455,181 
Issued and paid - Ordinary shares             4,897,535          1,935,270 
At the end of the year         14,287,986        9,390,451 

30c Share Premium

At the beginning of the year                      906                    906 
Issued and paid - Ordinary shares                   5,878                      -   
At the end of the year                  6,784                   906 

30d Special reserve

At the beginning of the year                143,024               97,672 
(Transfer to)/addition from retained earning during the year              (143,024)               45,353 
At the end of the year                        -              143,024 

31 Earnings per share

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Profit attributable to shareholders             6,754,027          5,868,101 
Weighted average number of ordinary shares in issue                  12,538                 8,591 
Basic & diluted earnings per share (ETB)                     539                   683 

 30 June 2026  30 June 2025 
ETB'000 ETB'000

32 Retained earnings

At the beginning of the year             4,106,579          1,679,726 
Profit (Loss) for the year             6,754,027          5,868,101 
Dividends paid (4,106,579)          (1,679,726)       
Transfer to legal reserve (1,688,507)          (1,467,025)       
Transfer to regulatory risk reserve (494,282)             (294,496)          

At the end of the year           4,571,238        4,106,579 

Basic earnings per share (EPS) is calculated by dividing the profit after taxation by the weighted average number of
ordinary shares in issue during the year.

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding to
assume conversion of all dilutive potential ordinary shares. There were no potentially dilutive shares at the reporting
date (30 June 2026:nil, 30 June 2025: nil), hence the basic and diluted per share have the same value.

In previous years, the Annual General Meeting of Shareholders resolved to set aside a portion of the annual declared
amount as an additional reserve, in addition to the statutory legal reserve, with the objective of strengthening the
Bank’s capital base. However, during the current year, in accordance with the resolution of the Annual General Meeting,
the Bank distributed the cumulative balance of the special reserve to its shareholders.
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33 Legal reserve  30 June 2026  30 June 2025 

ETB'000 ETB'000

At the beginning of the year             3,762,774          2,295,749 
Transfer from retained earnings             1,688,507          1,467,025 

At the end of the year           5,451,281        3,762,774 

 30 June 2026  30 June 2025 
34 ETB'000 ETB'000

At the beginning of the year                626,362             331,866 
Prior year adjustment                      (33)                      -   
Transfer from retained earnings                494,282             294,496  y  j  
At the end of the year           1,120,612            626,362 

30 June 2026

Suspend 
interest

Excess 
provision as per 

NBE
Total

Balance after provisioning           654,251                777,130          1,431,381 
Taxation @30%         (196,275)                        -              (196,275)

          457,976                777,130          1,235,106 
Balance transferred to Regulatory risk reserve         (114,494) -                      (114,494)          

        343,482              777,130        1,120,612 

Balance brought forward            626,329 
Current period addition            494,282 

30 June 2025

Suspended 
interest

Excess 
provision as per 

NBE
Total

Balance after provisioning           447,686                391,327             839,013 

Taxation @30%         (134,306)                        -              (134,306)
          313,380                391,327             704,707 

Balance transferred to Regulatory risk reserve           (78,345)                        -               (78,345)
        235,035              391,327            626,362 

Balance brought forward            331,866 
Current period addition            294,496 

The Regulatory risk reserve is a non-distributable reserves required by the regulations of the National Bank of
Ethiopia(NBE) to be kept for impairment losses on loans and receivables in excess of IFRS charge as derived using the
forward looking model.

Where the loan loss impairment determined using the National Bank of Ethiopia (NBE) guidelines is higher than the
loan loss impairment determined using the forward looking model under IFRS, the difference is transferred to
regulatory risk reserve and it is non-distributable to the owners of the Bank.

Where the loan loss impairment determined using the National Bank of Ethiopia (NBE) guidelines is less than the loan
loss impairment determined using the forward looking model under IFRS, the difference is transferred from regulatory
risk reserve to the retained earning to the extent of the non-distributable reserve previously recognised.

The NBE Directive No. SBB/4/95 requires the Bank to transfer annually 25% of its annual net profit to its legal reserve
account until such account equals its paid up capital. When the legal reserve account equals the paid up capital of the
Bank, the amount to be transferred to the legal reserve account will be 10% (ten percent) of the annual net profit.

Regulatory risk reserve
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29 Defined benefit obligations (continued)

The significant actuarial assumptions were as follows:  30 June 2026  30 June 2025 

i) Financial Assumption Long term Average ETB'000 ETB'000

Discount Rate (p.a) 15.25% 14.70%

Future salary Increases(% 
p.a.) 13.25% 14.20%

Mortality assumptions-Males DHS2016 DHS2016

Mortality assumptions-Females DHS2016 DHS2016
Weighted average duration of 
defined benefit obligation 4.59 8

ii) Mortality in Service

Age Males Females Males Females

20 0.00306        0.00223        0.00306              0.00223            
25 0.00303        0.00228        0.00303              0.00228            
30 0.00355        0.00314        0.00355              0.00314            
35 0.00405        0.00279        0.00405              0.00279            
40 0.00515        0.00319        0.00515              0.00319            
45 0.00450        0.00428        0.00450              0.00428            
50 0.00628        0.00628        0.00628              0.00628            
55 0.00979        0.00979        0.00979              0.00979            
60 0.01536        0.01536        0.01536              0.01536            

iii) Withdrawal from Service

Age

 Annual 
Rate of 

Resignation 

20 15.0%
25 12.5%
30 10.0%
35 7.5%
40 5.0%
45 2.5%
50 0.0%
55 0.08%

Particulars
Scenario-1 

Base

Scenario 2 
Discount 

Rate +1%

Scenario 3 
Salary Rate 

+1%

Scenario 4 
Discount Rate 

Scenario 5 
Salary Rate 

Discount Rate 15.25% 16.25% 15.25% 14.25% 15.25%

Salary Increases 13.25% 13.25% 14.25% 13.25% 12.25%

Demographic Assumptions No Change No Change No Change No Change No Change

Net liability at start of period 129,074 129,074 129,074 129,074 129,074

Net expense recognised in the in  27,655 27,655 27,655 27,655 27,655

Net expense recognised in other  6,466 0 12,986 13,580 478

Company paid benefits -3,739 -3,739 -3,739 -3,739 -3,739

Net liability at end of period 159,457 152,991 165,976 166,571 153,469

% Change — -0.0406 0.0409 0.0446 -0.0376

Mortality rates are commonly set with reference to standard tables published by reputable institutions (such as the
Actuarial Society of South Africa and the Central Statistics Agency (“CSA”) of Ethiopia who have access to statistically
significant data from which to derive mortality rates.

Sample mortality rates are as follows:

The withdrawal rates are believed to be reasonably representative of the Ethiopian experience. The valuation assumed
a rate of withdrawal of 15% at the youngest ages falling with increasing age to 2.5% at age 45.

The sensitivity of the overall defined benefit liability to changes in the weighted principal assumption is:

 30 June 2025  30 June 2026 
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 30 June 2026  30 June 2025 
35 Other reserve ETB'000 ETB'000

At the beginning of the year                404,021             400,843 
Remeasurement gains on defined benefits plan, net of deferred tax                  (4,526)             (17,225)
Remeasurement fair value gains on equity investment, net of deferred tax                118,649               20,403 

At the end of the year              518,144            404,021 

36 Cash generated from operating activities Note 

Profit before tax             9,301,973          8,212,077 

Adjustments for non-cash items:
Foreign exchange gains/losses 8 (2,356,701)          (3,866,011)       
Depreciation of property, plant and equipment 22                234,165             193,019 
Amortisation of intangible assets 21                  61,909               49,019 
Depreciation on the Right of use asset 13                209,415             175,580 
Gain/Loss on disposal of property, plant and equipment 36a                      367                  (482)
Impairment on loans and receivables 16a                103,561             187,559 
Impairment on other assets 11a                  40,025               34,623 
Provision for others 11b                  18,607             234,992 
Interest on lease liability 13                  37,398                 6,880 
Interest on borrowings 6                  18,300               10,131 
Defined benefit obligations 29                  27,656               25,585 

Changes in working capital:

Change in loans and advances to customers 16 (10,273,718)        (6,083,692)       
Change in other assets 18           (1,143,990)            (409,613)
Change in other liabilities 26                744,350             990,717 
Change in deposits from banks 23                (39,011)            (289,045)
Change in deposits from customers 24           20,641,513         21,113,765 

        17,625,818      20,585,103 

 30 June 2026  30 June 2024 
ETB'000 ETB'000

36a Proceeds on disposal                        34                 3,616 

                    (401)               (3,134)
Gain/Loss on sale or disposal of non-current assets (367)                  482                 

In the statement of cash flows, profit on sale of property, plant and equipment (PPE) comprise:

 Net book value of PPE disposed (note 22)
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Total
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Balance transferred to Regulatory risk reserve           (78,345)                        -               (78,345)
        235,035              391,327            626,362 

Balance brought forward            331,866 
Current period addition            294,496 

The Regulatory risk reserve is a non-distributable reserves required by the regulations of the National Bank of
Ethiopia(NBE) to be kept for impairment losses on loans and receivables in excess of IFRS charge as derived using the
forward looking model.

Where the loan loss impairment determined using the National Bank of Ethiopia (NBE) guidelines is higher than the
loan loss impairment determined using the forward looking model under IFRS, the difference is transferred to
regulatory risk reserve and it is non-distributable to the owners of the Bank.

Where the loan loss impairment determined using the National Bank of Ethiopia (NBE) guidelines is less than the loan
loss impairment determined using the forward looking model under IFRS, the difference is transferred from regulatory
risk reserve to the retained earning to the extent of the non-distributable reserve previously recognised.

The NBE Directive No. SBB/4/95 requires the Bank to transfer annually 25% of its annual net profit to its legal reserve
account until such account equals its paid up capital. When the legal reserve account equals the paid up capital of the
Bank, the amount to be transferred to the legal reserve account will be 10% (ten percent) of the annual net profit.

Regulatory risk reserve
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37 Related party transactions

Zemen Bank is a privately owned commercial bank.

37a Transaction with related parties

 30 June 2026  30 June 2025 
Loans to related parties ETB'000 ETB'000

Board of directors 1,650,998 1,058,050 
Executive management 96,009                    63,892 

              1,747,008               1,121,942 

37b Key management compensation

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Mgt Salaries and other short-term employee benefits 59,855                   37,813                   
Annual Board Remuneration and Expense 3,920                    2,648                    
Sitting allowance 2,994                    2,671                    

66,769 43,132

37c Key management and Director's Shareholding

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Board of directors 403,495 211,461
Executive management 26,858 17,044

430,353 228,505

38 Board of Directors and employees

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Board of Directors 12 9
Executive management 10 10
Senior and middle management 301 281
Clerical 1,340 1,319
Non-clerical 242 268
Contractual 42 32

1,947 1,919

Zemen Bank Share Company

Key management has been determined to be the members of the Board of Directors and the Executive Management
of the Bank. The compensation paid or payable to key management for is shown below . There were no sales or
purchase of goods and services between the Bank and key management personnel.

Notes to the Financial Statements 

For the Year Ended June 30, 2026

A number of transactions were entered into with related parties in the normal course of business. These are
disclosed below:

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

The average number of persons employed by the Bank at year end was as follows: 

As of June 30, 2026, the total balance of transactions with related parties recognized through the Board of Directors
was ETB 1,650,998 . A significant portion of this amount, ETB 1,639,978 constitutes a loan facility extended to
Safaricom Telecommunications Ethiopia PLC. It is noted that one of the bank's sitting Board Members also holds a
director position at Safaricom, creating a related-party relationship as defined by the National Bank of Ethiopia.

The Bank discloses the direct shareholding interest of its Directors and key management personnel in accordance
with the applicable disclosure requirement of the Ethiopian Capital Market Authority(ECMA). The amounts represents
the value of share directly held by Directors and key management personnel in the Banks.
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39 Contingent liabilities and commitments

39a Claims and litigation

39b

 30 June 2026  30 June 2025 

ETB'000 ETB'000

Guarantees and letters of credit 23,795,301 9,748,351

23,795,301 9,748,351

39C Approved but not disbursed loan commitments

 30 June 2026  30 June 2025 
ETB'000 ETB'000

Loan commitments 3,600,925 4,119,913

3,600,925 4,119,913

40 Events after reporting period

41 Comparative figures

Guarantees and letters of credit 

The Bank is a party to numerous legal actions brought by different organizations and individuals arising from its
normal business operations. The maximum exposure of the Bank to these legal cases as of June 30, 2026 is ETB
741.2 million. Of this amount, the significant portion of the legal case, ETB 516 million, is related to matters with
dividend tax. The Bank recognized a provision of ETB 235 million in the 2024/25 financial year. During the current
period, the Bank has recognized an additional provision of ETB 18.6 million, calculated in relation to the remaining
principal amount of ETB 70 million, being the difference between the total principal assessment of ETB 281 million
and the ETB 211 million deposited with the Tax Authority .The Bank has also deposited ETB 211 million with the Tax
authority as prerequisite to legal proceedings (note 18). No other provision has been made in the financial
statements, as the Directors believe that it is not probable that the economic benefits would flow out of the Bank in
respect of these legal actions.

The Bank conducts business involving performance bonds guarantees and letter of credit. Performance bond and
guarantee instruments are given as a security to support the performance of a customer to third parties. As the Bank
will only be required to meet these obligations in the event of the customer's default, the cash requirements of these
instruments are expected to be considerably below their nominal amounts. letter of credit instrument are given to
make payments to third parties on production of document, and the amounts are subsequently reimbursed by
customer. 
The table below summarises the fair value amount of contingent liabilities for the account of customers:

Where necessary, certain comparative figures have been reclassified to conform with the changes in the current
year.

The Bank has undisbursed loan commitments, not provided for in these financial statements of ETB 3.6 billion at
30 June 2026 (30 June 2025: ETB 4.11 billion)                                                                                                                      

The table below summarises the fair value amount of loan commitments:

In the opinion of the Directors, there were no significant post balance sheet events which could have a material
effect on the state of affairs of the Bank as at June 30, 2026 and on the profit for the period ended on that date,
which have not been adequately provided for or disclosed.
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I am pleased to present Zemen Bank’s 
Annual Report for the fiscal year ended 30 
June 2026. Despite global economic 
uncertainty, geopolitical tensions and 
disruptions to international trade, the 
Bank delivered one of the strongest perfor-
mances in its 18-year history.

Global growth moderated to 3.0% during 
the year, while Ethiopia’s economy 
remained resilient. The Government 
estimated real GDP growth at 10.2%, with 
export earnings reaching USD 10.7 billion 
and foreign direct investment amounting 
to USD 4.32 billion, while inflation stood 
at 13.9%. Within this environment, Zemen 
Bank continued to grow, maintain its 
financial strength and deliver value to its 
shareholders. This performance reflects 
the soundness of our strategy, the com-
mitment of our employees and the contin-
ued trust of our customers.

Financial and Operational Highlights

The Bank recorded strong growth across 
its core business areas. Total deposits 
increased by 32 % to ETB 85 billion, reach-
ing 104% of our annual target, while 
103,013 new accounts were opened 
during the year. Our gross loan portfolio 
grew by 24.3% to ETB 52.6 billion despite 
the regulatory credit growth cap. At the 
same time, the non-performing loan ratio 
declined to 2.48%, remaining comfortably 

below the regulatory limit of 5% and our 
internal threshold of 4%.

Foreign currency inflows reached USD 698 
million, exceeding the annual target by 
2.5% and recording year-on-year growth 
of 19%. This placed Zemen Bank fourth 
among Ethiopia’s private banks. Total 
assets increased by 31.9% to ETB 116.5 
billion, while total capital grew by 40.8% 
to ETB 25.9 billion. Paid-up capital also 
rose by 52.2% to ETB 14.29 billion, and 
the Capital Adequacy Ratio remained 
exceptionally strong at 40%, compared 
with the regulatory minimum of 8%.
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Profitability remained equally strong. Total 
income increased by 24% to ETB 17.9 
billion, achieving 114% of the annual 
target. Gross profit before depreciation and 
amortization reached ETB 9.97 billion, 
while net profit increased by 15% to ETB 
6.75 billion, representing 107% of target. 
Earnings per share stood at 53.9%. Taken 
together, these results demonstrate the 
Bank’s ability to sustain profitable growth 
while maintaining sound asset quality, 
strong capitalization and effective financial 
discipline.

Omni Channel Banking

Our digital transformation continued to 
advance during the year. We expanded our 
network to 385 ATMs and 1,500 
point-of-sale terminals, while the number 
of Internet and Mobile Banking subscribers 
grew to 256,249. Digital transactions 
accounted for 69.7% of all core banking 
transactions, showing that more customers 
are choosing convenient digital channels 
for their everyday banking needs.

We also achieved ISO/IEC 27001:2022 
certification for information security. This is 
an important step in strengthening the 
systems and controls that protect customer 
information as our digital services expand.

Interest Free Banking and Innovation

A major development during the year was 
the launch of our Interest-Free Banking 
operations under the Z-Qamar brand, 
following receipt of our license from the 
National Bank of Ethiopia on 13 January 
2026. We established an independent 
Sharia Advisory Board and introduced more 

than eleven Sharia-compliant products 
and services across our branch network.

We continued to develop more of our 
digital services internally. The Bank 
launched its Request to Pay electronic 
service, while the Super App, Equb Collec-
tion App and Zemen Remittance App are 
ready for testing. Digital customer 
onboarding, paperless Smart Branches, 
USSD banking for feature phones and a 
Centralized Bill Management System are 
also under testing. In addition, our tech-
nology teams are finalizing a dedicated 
platform for savings and credit coopera-
tive organizations.

Our Commitment to the Community

Zemen Bank has engaged in community 
supporting activities through its corporate 
social responsibility initiatives. In addition 
to direct cash support to different local 
NGOs, employees of the Bank participated 
in blood donation and planting of 6,000 
seedlings to preserve the environment. We 
remain committed to supporting practical 
initiatives that address community and 
environmental needs and create meaning-
ful, sustainable impact.

Strategic Outlook and Priorities

Ethiopia’s financial sector is entering a 
period of significant change. The launch 
of the Ethiopian Securities Exchange, the 
opening of the banking sector to foreign 
banks and continuing regulatory reforms 
will increase both opportunity and compe-
tition. Zemen Bank enters this period from 
a position of financial strength, but we 
recognize that continued progress will 
require focus and disciplined execution.

During the coming year, we will concen-
trate on four priorities:

• Expand our digital infrastructure and 
move the Super App and related plat-
forms from pilot to full production. We 
will also build the number of active digi-
tal users, apply artificial intelligence 
where it improves service or efficiency, 
and pursue selected FinTech partner-
ships.

• Improve cost efficiency and operational 
performance by simplifying processes, 
using data more effectively and 
responding more quickly to customer 
needs.

• Continue investing in our people 
through leadership development, 
targeted skills training and succession 
planning, while maintaining the strong 
productivity of our workforce.

• Expand Z-Qamar by introducing addi-
tional Sharia-compliant products and 
making Interest-Free Banking services 
more accessible.

We are also entering the final year of our 
current strategic period and have begun 
preparing the Bank’s next strategy, cover-
ing 2027/28 to 2031/32. The new strategy 
will build on the progress made so far and 
respond to changes in the economy, regu-
lation, technology and competition. It will 
set a clear direction for the next stage of the 
Bank’s growth.

Appreciation

On behalf of the management team, I 
thank the Board of Directors for its guid-
ance and support throughout the year. I 
also thank the National Bank of Ethiopia for 
its oversight and continued engagement as 
the financial sector develops.

To our customers, thank you for choosing 
Zemen Bank and trusting us with your busi-
ness. To our employees, thank you for the 
commitment and professionalism behind 
this year’s results. I am equally grateful to 
our shareholders for their continued confi-
dence in the Bank. We remain committed 
to protecting that trust and delivering 
sustainable value.

We look forward to the year ahead with 
confidence and a clear understanding of 
the work still to be done.
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2018

2018 2017
'000 '000

5            10,147,196          7,024,867 
6            (3,571,146)         (2,249,819)

           6,576,050          4,775,048 

  7             5,105,985           3,336,316 
  7                (65,942)              (27,460)

              5,040,043          3,308,856 

     8             2,356,701           3,866,011 
  9                 273,112              186,268 

            14,245,905          12,136,183 

  10               (103,561)             (187,559)
   11.a                (40,025)              (34,623)
 11.b                (18,607)            (234,992)

             14,083,713         11,679,009 

  12          (2,702,885)         (1,983,062)
    21                (61,909)              (49,019)

   22               (234,165)             (193,019)
    20              (209,415)            (175,580)

  13           (1,573,366)         (1,066,253)

 -            9,301,973        8,212,077 

  14a           (2,547,945)         (2,343,976)

 -            6,754,027        5,868,101 

     

    

29                  (6,466)              (24,607)
14                     1,940                  7,382 
17                169,499                 29,147 
14                (50,850)                (8,744)

                 114,123                   3,178 

        6,868,150        5,871,278 

31                      539                   683 
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2018

2018 2017
'000 '000

      15 50,296,646              33,894,004         
  16 51,727,717                41,526,316           

  19 1,238                         4,139                    
    : 17 1,000,156                 815,234                

   17 7,149,990                 6,790,608           
 18 2,406,748                1,462,374             

  20 825,956                    725,567                
   21 250,659                    254,026               

 22 2,887,684                2,894,571            

 116,546,794        88,366,839     

 
  24 & 25 84,850,013              64,208,501         
   23 188,050                    227,061                

14c 1,360,362                 2,335,613             
 26 3,386,336                2,623,329            

  28 115,838                     134,449                
27 285,302                   95,540                  

    29 159,457                     129,074                
   14E 245,392                    179,154                 

  90,590,750         69,932,721      

 30b 14,287,986              9,390,451            
    30c 6,784                        906                       

  30d -                            143,024               
 32 4,571,238                 4,106,579            

  33 5,451,281                 3,762,774             
34

1,120,611                  626,363               
  35 518,144                     404,021               

    25,956,044         18,434,118       
               116,546,794       88,366,839 
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2018

Õk�Į� �¤5Û�

[�¤5Û� 
@ØĔ º÷ 
`�Ē 

�Ö �ć^[EØ 
�6` Ø�k�Į� p0ĳ

[kIĊĊ- 
�¢� Õ8÷p 
Õ�ć^[EØ

��x 
�ć^[EØ½x �÷¹ Õ�ć^[EØ á 0

`0'000 `0'000 `0'000 `0'000 `0'000 `0'000 `0'000

3�  24 2016 Á. .  ��> 7,455,181     906         97,672       1,679,726     331,866   400,843  2,295,749   12,261,943     

ÕÁ�l ÕkĊ. p0ĳ -                 -          -             5,868,101     -            -            -                5,868,101       
��x ô]½x
��Üô� Õ�ô�p ¡6. [Ĉ+n ùÉ 
�3.k�x 
�Į� Õ�x� ČH�ČH  
(ÕkĊ. �ù`0 [~� )

-                 -          -             -                 -            (17,225)     -                (17,225)            

��Üô� Õ�ô�p p0ĳ �k�ØÖ 
�¤5Û� �	[.p ÕkÜ+ô 
��c8p��p(ÕkĊ. �ù`0 [~� )

-                 -          -             -                 -            20,403     -                20,403            

Õ��l �ćF�Ú ô]                         -   
          3,178                      -                    3,178 

 �^���¤5Û�x����Ü�
^���¤5Û��nx¼�
ÕĮħ"s¼��Õô�Å`���H8F7½x
ÕkĮħ� Õp0ĳ ¤ĳØ                         -                   -                       -           (1,679,726)                    -                      -                           -             (1,679,726)

��¤8Û� @ØĔ Õk3[3[          1,935,270                 -                       -                            -                      -                      -                           -               1,935,270 
·Ü �÷¹ �ć^[EØ ÕË+                         -                   -                       -           (1,467,025)                    -                      -            1,467,025                            -   

[`�.¹ ^�¤ ��-Ø �3+p �`á0 
ÕkØÅ kď�- �ć^[EØ  

                        -                   -                       -               (116,258)         116,258                    -                           -                              -   

[`�.¹ ^�¤ ��-Ø �3+p �k[�;
`á0 Õkô� ·�á ÕkØÅ kď�- 
�ć^[EØ  

                        -                   -                       -               (178,239)        178,239                    -                           -                              -   

�Ö  �ć^[EØ �6`                         -                   -              45,353                          -                      -                      -                           -                     45,353 

�ćF�Ú  ^� �¤5Û�x  ��Ü ^� 
�¤5Û��nx¼ ÕĮħ"s¼  Õô�Å` 
��H8F7½x

      1,935,270               -           45,353     (3,441,248)     294,496                  -        1,467,025            300,896 

3� 23 C� 2017 Á. . �Ú Õ�[+      9,390,451           906       143,024       4,106,579     626,362     404,021      3,762,774        18,434,118 

3�  24 2017 Á. .  ��> 9,390,451    906         143,024    4,106,579     626,362  404,021   3,762,774    18,434,118     

ÕÁ�l ÕkĊ. p0ĳ -                 -          -             6,754,027     -            -            -                6,754,027       

��x ô]½x
�3.k�x 
�Į� Õ�x� ČH�ČH  
(ÕkĊ. �ù`0 [~� )

-                 -          -             -                 -            (4,526)      -                (4,526)             

��Üô� Õ�ô�p p0ĳ �k�ØÖ 
�¤5Û� �	[.p ÕkÜ+ô 
��c8p��p(ÕkĊ. �ù`0 [~� )

-                 -          -             -                 -            118,649    -                118,649           

Õ��l��ćF�Ú�ô]
^���¤5Û�x����Ü�^���¤5Û��nx¼�
ÕĮħ"s¼��Õô�Å`���H8F7½x

                        -                   -                       -                            -                      -   
      114,123                      -                114,123 

 

��H8F7½x

                        -                   -                       -                            -                      -                      -                           -                              -   

ÕkĮħ� Õp0ĳ ¤ĳØ                         -                   -                       -           (4,106,579)                    -                      -                           -             (4,106,579)

��¤8Û� @ØĔ Õk3[3[          4,897,535          5,878                     -                            -                      -                      -                           -               4,903,413 

·Ü �÷¹ �ć^[EØ ÕË+                         -                   -                       -           (1,688,507)                    -                      -           1,688,507                            -   

[`�.¹ ^�¤ ��-Ø �3+p �`á0 
ÕkØÅ kď�- �ć^[EØ  

                        -                   -                       -   

           (108,480)        108,480 

                   -                           -                              -   

�`á0 ÕkØÅ kď�- �ć^[EØ  �Ú
ÕkÜ+ô �3k¢�Ø

                        -                   -                       -                            -                  (33)                    -                           -                           (33)

[`�.¹ ^�¤ ��-Ø �3+p �k[�;
`á0 Õkô� ·�á ÕkØÅ kď�- 
�ć^[EØ  

                        -                   -                       -   

          (385,802)       385,802 

                   -                           -                              -   

�Ö  �ć^[EØ �6`                         -                   -          (143,024)                          -                      -                      -                           -                (143,024)

�ćF�Ú  ^� �¤5Û�x  ��Ü ^�
�¤5Û��nx¼ ÕĮħ"s¼  Õô�Å` 
��H8F7½x

     4,897,535        5,878    (143,024)    (6,289,368)     494,249                  -        1,688,507             653,777 

3� 23 C� 2018 Á. . �Ú Õ�[+    14,287,986        6,784                   -          4,571,238   1,120,611      518,144       5,451,281      25,956,044 

�`.-Ø 30b 30c 30d 32 34 35 33
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2018

2018 2017
'000 '000

36 17,625,818              20,585,103                  
29C (3,739)                      (5,370)                           
14C (3,504,540)             (925,258)                      

14,117,539          19,654,475              

17 (359,500)                (2,331,960)                  
21 (58,542)                   (104,703)                      
22 (228,935)                 (582,501)                      

   17 (15,424)                    (2,179)                           
   20 (360,870)                (311,798)                       

36 34                             3,616                            

(1,023,236)         (3,329,525)              

30 4,897,535               1,935,270                    
    30 5,878                       -                                

27 253,509                  70,394                          
27 (80,094)                  (650,379)                      

   28 (18,611)                    65,199                          
32 (4,106,579)              (1,679,726)                   

951,638               (259,241)                  

14,045,941         16,065,709             

15
33,894,004            13,962,284                  

8

2,356,701               3,866,011                    
15

50,296,646        33,894,004            
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838,157         649,261 
Z-Qamar Interest Free Banking Launching Ceremony
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