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VISION 

To be the Leading Shari’ah Compliant and All - Inclusive 

Bank in Africa by the Year 2030

MISSION 

We are committed to demonstrate Shari’ah principles in 

harnessing sustainable financial resources, being a

model of excellence through digitalization and

competent workforce to realize our stakeholder’s values

VALUES 

Shari’ah Compliant 

Inclusiveness

Service Excellence 

Professionalism

Social Responsibility 

Innovation 

Integrity
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MESSAGE OF THE 
BOARD CHAIRPERSON 

Honourable Shareholders,

I am greatly honoured to wel-
come you on behalf of the Board 
of Directors and myself to the 
second General Annual Meeting 
of the first Interest free bank in 
Ethiopia. I would like to express 
my appreciation to all, for your 
full trust and reliance. 

On behalf of the Board of Direc-
tors and myself, I am honoured 
to present the annual report of 
ZamZam Bank for the fiscal year 
2021/22. The Directors Report 
contains the audited financial 
statements as well as the Report 
of the Directors on the business 
operations of the Bank for the Fi-
nancial Year ended 30 June 2022.

In the reporting year under consideration we have observed multifaceted global and 
domestic occurrence that raised opportunities on the one hand and challenges on 
the other. While countries were struggling to recover from the inflicts of COVID-19 
pandemic, conflicts and supply chain disruptions, the Russian-Ukraine war caused 
unprecedented shocks mainly on the commodity market that further triggered the 
rise in prices of food and non-food items, political unrest of the country, foreign ex-
change imbalance, external debt burden, and limited finance to private sectors are 
some to mention. ZamZam Bank joined the financial sector with new business model 
during such political and economic challenging environment manifested globally 
and locally. 

Domestically, the impact of the imported global challenges coupled with the pro-
longed internal conflict, instability and draught in some parts of the Country had 
adversely affected the macroeconomic stance. As a result, the Banking sector was 
operating under the restrained monetary policy environment that aimed at curb-
ing inflation, tackling economic sabotage, encouraging exports and maintaining re-
serves among others. 
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Though we are cognizant of the circumstances and the rationale of the measures 
taken, operating in an environment where the monthly surrender requirement was 
revised upward to 70%, the upward increase of the reserve requirement to 10% 
that was later revised to 7%, among others were indeed challenging. On the posi-
tive note in addition to a number of directives reviewed and newly issued, we have 
also witnessed the growing number of new local entrants into the market, which is 
expected to intensify the competition space. Moreover, there are also banks that 
obtained operating license and are set to become operational.

Despite all these, I am glad to inform you that our bank has achieved a commend-
able result in several respects through it’s enduring commitment to business excel-
lence, while improving quality and customer delivery models which resulted in a 
balanced growth across major parameters. 

In the resource mobilization, the Bank has managed to mobilize value of deposits 
to the tune of Birr 1.578 billion and reached an aggregated deposit amount of Birr 
1.586 billion. Instrumental in these results had also been the branch expansion ef-
forts which saw 31 new outlets opened across the country making the total branches 
40. On the financial front, the total outstanding balance for financing has reached 
Birr 689.9 million on June 30, 2022.

As of June 30, 2022 the total permanent workforce of the Bank reached 396 (of 
which 259 are male and the remaining 137 are female).  Out of the total permanent 
staff, 3 held Executive Level Positions, 11 middle level Management positions, 15 
experienced professional, 276 professional level, 36 junior, 24 bank trainee, and 31 
service workers. During the year under report, 30 training were given to existing and 
new staffs. 

The bank has continued to increase its accessibility by investing considerable re-
sources in branch openings and digital banking services so as to meet customers’ 
need and assure their convenience. Along with the physical branch opening, the 
bank has launched mobile banking and instant ATM card. Furthermore, It has a plan 
to open 50 new branches and increase its network of branches to assure further ac-
cessibility. 

The bank’s paid up capital has increased to Birr 1.341 billion while its total assets 
increased by Birr 2.27 billion from last year balance and reached to Birr 3.156 billion.   
Our bank which considers innovativeness as its main value has been providing excel-
lent service, innovative products, and digitization with competent work force.  This 
past year has been challenging and also fruitful but I am quite confident to say that 
our Bank will keep being a source of development and strength in the coming years.  
Our Bank is looking at a cost-effective growth by further enhancing and introduc-
ing Shari’ah Compliant Products and Services in view of the increasing demand. The 
Bank proposes to introduce a number of initiatives from upgrading core banking 
system, automation of customer relation management, to augmenting customer sat-
isfaction during the upcoming years.

With regards to the NBE’s requirement of raising the bank’s paid up capital to Birr 5 
billion, I would like to inform you that we are working out well with the continuing 
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help, diligence, and loyalty of our esteemed shareholders. 

During the year under consideration, the engagement of the board in handling its 
oversight responsibilities has been improving both in intensity and quality. The Board 
and its subcommittees were effective in meaningfully engaging with the manage-
ment. In this regard the Board had conducted periodic discussions with the employ-
ees and management to further understand the reality on the ground and streamline 
objective directions. The board has also conducted periodic objective self-assess-
ments that was instrumental for its evolvement. In addition, the board held succes-
sive meetings while its four committees combined held a regular meeting during 
the reporting year. Against the backdrop of these circumstances, ZamZam Bank’s 
performance could be said to have been commendable both in terms of yielding 
good operational results as well as in laying the foundation for greater growth op-
portunities in the years to come.

I believe, our long-term success and continued relevance depend on the support 
and trust of the people we serve and the well-being of the environment in which we 
operate. Hence, looking ahead, the bank shall work to have the right people, sys-
tems, and processes to deliver improved results in the coming years.

In order to take timely and appropriate measures, the Board of Directors stays active-
ly engaged to thoroughly review the environmental dynamics as against the bank’s 
overall direction and long-term plans. I am confident that, having the support of all 
stakeholders by our side, we will achieve the bank’s strategic objectives in the years 
ahead and realize its mission to the satisfaction of all stakeholders in addition to 
playing an important role in the financial inclusion agenda of the nation.

Further, our bank highly believes closely working with our stakeholders and partners. 
With this regard, the Board and the management of the bank have played active role 
in various business catalyst initiatives which appeared as strong vanguard of the bank 
by giving chances to stakeholders such as the business people, intellectuals, schol-
ars and banking practitioners to contribute and support the board and the manage-
ment deliberating on the challenges, opportunities and the way forward. Similarly, 
the women and men ambassadors forums which the board actively involved have 
substantially helped the bank in mobilizing voluntarily support to the bank.

Furthermore, the Board of Directors is very pleased to formally announce that the 
Bank is able to secure approval from the Addis Ababa City Administration Cabinet 
regarding the Bank’s land request for constructing the Bank’s future head quarter. 
We are expecting to receive the land in the near future. With this regard, on behalf 
of the Board members and myself I would like to seize this opportunity to express 
our deep gratitude to the city’s mayor W/ro Adanech Abiebie and all the Adminis-
tration’s officials for their commitments toward extending the necessary support to 
our bank. 

Finally, on behalf of the Board of Directors and myself, I would like to express my sin-
cere gratitude to our esteemed customers for their confidence and trust in continu-
ing working with our bank. I would also like to send my gratitude to our shareholders 
for their support, to fellow members of the Board of Directors, the bank’s Executive 
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Management, and the entire employees of ZamZam Bank at all levels for their ded-
ication and commitment and to the National Bank of Ethiopia for its guidance and 
support.

We take pride to be a milestone for being innovative in the banking sector and we 
strive to work towards setting a benchmark of interest (Riba) free banking in the mar-
ket.

I would love to conclude the message of the Board annual report by congratulating 
the FDRE Prime Minister Abiy Ahmed (PhD) the GIFA award winner of 2022 for his 
courageous contribution in the paradigm shift of banking industry in our country. 
The full story is published in ISLAMIC FINANCE REVIEW LONDON ISSN 2049-1905, 
WWW.ISFIRE.NET Volume 12, No. 5, OCTOBER 2022. In this connection, I would like 
to congratulate the other winner of the same event our expat volunteer sharia advi-
sory council Dr. Yahia Abdul-Rahman, CEO of the LARIBA BANK OF WHITTIER, USA. 

As you know ZamZam has been positioned international as a brand to Riba free Glob-
al Brand Award winner. The credit goes to all our esteemed shareholders, the NBE, 
customers and the management and the board. Finally, on behalf of myself and all I 
congratulate Melika Bedri as she won the CEO and WOMANi awards. Moreover our 
bank is awarded as The Strongest Islamic Retail bank in Ethiopia by the Islamic Retail 
Banking Awards (IRBA) at an event held in Jakarta, Indonesia.

NASSIR DINO (DR.)

BOD Chairperson
ZamZam Bank S.C
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1. THE BOARD OF DIRECTORS REPORT
It is with pleasure that the Board of Directors of ZamZam Bank presents the 
annual performance report for the year 2021/22. In this report, we presented a 
quick summary of comparative performances, whereas details will be covered 
in the External Auditor’s report section. 

The board of directors made various initiatives to strengthen the bank’s com-
petitiveness in the local and international market by executing several perfor-
mance evaluation and awareness creation sessions including induction and 
capacity building programs to new and existing employees. Moreover, the 
bank took the initiative to establish business catalyst and ZamZam ambassa-
dor groups to support the bank’s business development and image building. 
The business catalysts are the strong vanguard of the bank that gave chance 
to the stakeholders like the business people, intellectuals, scholars and bank 
practitioners to contribute and support the board and management by de-
liberating the challenges, opportunities and the way forward. Similarly, the 
women and men brand ambassadors are voluntarily working with the bank by 
lobbying and supporting the bank in every way.

The bank started financing and disbursing projects only during the last six 
months of the reporting period due to the national bank directive that made 
restrictions on loan processing. As we currently started financing in full capac-
ity we expect much more for the coming year. In this regard the shareholders 
engagement and zeal is indispensable to mobilize deposit, through entrepre-
neurship, innovation and bringing reliable and halal friendly projects among 
others.

On the other hand the bank took care of the Nomination and Election Com-
mittee (NEC) activities with maximum attention and support for the successful 
business continuity. The NEC committees are trying their best to guide the 
shareholders as it is for the first time that the bank is electing a new board. The 
NEC have conducted a number of awareness creation and forums through 
social media, discussions at the head office, and broadcast media. 

The Strategic and Business plans are enhanced to fit the anticipated chal-
lenges to take the bank to break even status for the fiscal year 2022/23. The 
fundamental way forward in the coming year includes collaboration with ful-
ly-fledge IFB in many perspectives to the extent of merger which is inevita-
ble. Moreover the capital increment, economic feasibility to run similar but 
different fully-fledged banks and strong demand to merge from the public are 
critical issue to consider in the coming fiscal year. Likewise, entrance of foreign 
banks in different modalities is given critical consideration by the board and 
strategic study.
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   1.1. CORPORATE GOVERNANCE

1.1.1. BOARD OF DIRECTORS

Members of the Board of Directors (BOD) of our Bank were nominated and 

elected by the shareholders through a well-established and transparent pro-

cess at the subscribers meeting of the Bank and subsequently approved by 

the National Bank of Ethiopia (NBE). As per the memorandum of association, 

the BOD is required to have 11 members, who will meet the requirement of a 

mix of core competencies and educational qualification as per the corporate 

governance directives of NBE.   

1.1.1.1. STRUCTURE OF THE BOARD

The BOD has a Chairperson, a Secretary and four subcommittees namely 

Strategy and Innovation; HR & Logistics; Risk & Sharia Compliance and Audit 

& Control. 

1.1.1.2. THE FUNCTIONS OF THE BOARD

The BOD has ultimate responsibility for the development and implementation 

of the Bank’s appropriate business strategy and financial soundness, decision 

on key personnel, internal organization and governance structure and prac-

tices, risk and Shari’ah compliance requirements. Moreover, the Board of Di-

rectors discharges other functions and responsibilities as entrusted under the 

Memorandum of Association and Articles of Association of the Bank including 

the Commercial Code and other relevant Directives of the NBE.  The major 

roles of the Subcommittees of the Board of Directors are briefly stated below. 

1.1.1.2.1. THE STRATEGY AND INNOVATION  SUBCOMMITTEE:

The Strategy and Innovation Subcommittee consists of four Board of Direc-

tors. The committee supervises the proper implementation of the Bank’s over-

all business operation and IT strategy. The committee gives priority to digita-

lization & Business, Investment, and IT functional strategies, which is one of 



An n u A l Re p o Rt 2021/22

19

the strategic plans of our Bank. The committee, whose members have diverse 

knowledge, talent and experience, is effectively directing and supporting the 

management by in implementing various functional strategies of the Bank. 

1.1.1.2.2. HR &  LOGISTICS SUB-COMMITTEE:

The HR & Logistics Subcommittee consists of three boards of Directors. The 

committee supervises the proper implementation of the Human Resource 

functional strategy, which is part of the strategic plan of our bank, as well 

as the proper management of logistics requirements of the bank. The com-

mittee, whose members have diverse knowledge, talent and experience, is 

effectively directing and supporting the management to carry on the afore-

mentioned major duties. 

1.1.1.2.3. AUDIT & CONTROL -SUB COMMITTEE:

The Audit & Control subcommittee consists of four board of directors. The 

committee supervises the proper performance of the audit activities of our 

bank with the view of ensuring that effective internal control system and pro-

cess are put in place and properly function. The committee, whose members 

have diverse knowledge, talent and experience, is effectively supervising the 

performance of auditing function of our Bank. 

1.1.1.2.4. RISK AND SHARIA COMPLIANCE 
SUBCOMMITTEE:

The Risk and Sharia Compliance subcommittee consists of three board of 

directors. The committee supervises the proper performance of the risk and 

sharia compliance activities of the bank with the view of monitoring it’s risk 

exposure and management to ensure compliance of the Bank’s overall opera-

tion with Shari’ah principles and various pertinent laws of the country’s policies 

and procedures. The committee, whose members have diverse knowledge, 

talent and experience, is effectively supervising the Risk and Compliance 

functions and Sharia Advisory Council of our bank. 
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1.1.1.3. DIRECTORS’ ALLOWANCE

The directors are entitled to monthly allowance of Birr 10,000.00 which is 

settled in accordance with the pertinent provisions of NBE’s directive No 

SBB/67/2018. Other than the stated allowance no other payment or benefits 

is paid to Board members.

1.1.2. SHARIA ADVISORY COUNCIL (SAC)

Shari’ah Advisory Council (SAC) is an independent body of Shari’ah scholars 

specialized in Fiqh al Mu’amalat (Islamic commercial jurisprudence). It plays 

a critical role in providing the bank’s services by ensuring sound, prudent and 

comprehensive compliance with Shari’ah rules and principles at all times and 

in all aspects of the business operations and activities.

The SAC is a body of qualified Shari’ah Scholars responsible for ensuring the 

products and contracts of the bank’s services comply with the principles of 

Shari’ah. The bank’s SAC has four active members comprised of the chair-

man, vice chairman, secretary and a member. 

The SAC has the Authority to decide on Shari’ah related matters referred 

to it without undue influence that would hamper the committee members 

from exercising their objective judgment in deliberating issues brought be-

fore them. They also ensure decisions made by them are duly observed and 

implemented by the Bank. 

1.1.3. SUPERVISORY BOARD

As per the revised commercial code, the Board of Directors of the bank has 

deliberated on the need to establish a supervisory board. To this end, the 

necessary amendment about the formation of this board with its duties and 

responsibilities will be determined in the Memorandum of Association of the 

Bank. Afterwards, the election of the members of this supervisory board will 

be made in the next general assembly until then we will have ample time for 

identifying and nominating competent candidates to the newly established 

office.
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1.1.4. THE MANAGEMENT

The Bank is led by the highest ranking executive officer who is primarily re-

sponsible for the day-to-day management of the affairs of the Bank as stipu-

lated in article 17 of the memorandum of association.   

The Bank’s Executive Management consists of the CEO, Vice Presidents, and 

Directors who are directly reporting to the CEO, and any senior management 

staff, as may be decided by CEO/President. The Executive Management Com-

mittee is primarily a decision making body established by the CEO/President 

of the Bank for the purpose of creating an information forum and a platform 

for discussion of issues. Currently, the Bank has a CEO, two Vice Presidents, 

and eleven Department Directors.  

   1.2. SUMMARY OF OPERATIONAL PERFORMANCE

1.2.1. DEPOSIT MOBILIZATION

Despite the challenges of COVID-19, socio political conditions and stiff com-

petition on the FY year 2021/22 ZamZam Bank has achieved remarkable re-

sults in deposit mobilization. During the year alone, the bank managed to 

mobilize additional deposits of Birr 1.578 billion. Consequently, the aggre-

gated deposit attained during the report period is Birr 1.586 billion.

Looking at the performance of individual deposit types, the Bank has man-

aged to mobilize Birr 767.3 million (48.4%), Birr 768.1 million (48.4%) and 

Birr 50.69 million (3.2%) through Amana, Wadiah, and Fixed Term Deposits 

respectively. 

The highest deposit was gained from Wadia and Qard accounts respectively 

while Mudarabah saving and Mudarabah investment had the least contribu-

tion on the total deposit amount.  
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DEPOSIT PERCENTAGE SHARE

1.2.2. FINANCING AND INVESTMENT

During the budget year the bank has managed to finance customers engaged 

in various business and investment activities. Total outstanding financing of 

the Bank has reached Birr 689.9 million on June 30, 2022. The disbursed fi-

nancing was comprised in the form of Murabaha Pre-shipment Birr 115.7 mil-

lion, Murabaha Term Financing Birr 496.7million, Murabaha revolving facility 

Birr 60.65 million, and Qard Al hassen -Emergency Staff Financing Birr 16.86 

million.
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OUTSTANDING FINANCING BY TYPE
JUNE 30, 2022 (IN MILLION BIRR)

 

Murabaha term financing got the highest percentage share from the total 

financing products followed by Murabaha pre shipment financing. Murabah 

revolving facility and Qard Al hassen emergency staff financing had the least 

contribution for the FY 2021/22. 

Looking at total outstanding financing of the Bank as of June 30/2022 by eco-

nomic sector, Domestic trade was the highest financed sector with 38% share 

from the total disbursed amount. Import (17%), export (17%), manufacturing 

(13%), and construction (12%) become the next sectors to receive the highest 

financing respectively. The remaining sectors constitute 4% of the total out-

standing financing collectively.

Murabaha pre 
shipment export 
financing facility

Murabaha Term
financing

Murabaha
revolving facility 

Qard Al hassen 
emergency staff 

financing
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 PERCENTAGE SHARE OF OUTSTANDING FINANCING
BY ECONOMIC SECTOR AS OF JUNE 30, 2022

1.2.3. INTERNATIONAL BANKING SERVICES

The bank started operation at the time where the global sociopolitical economy was 

heavily affected. Moreover, there was limited correspondence banking relationships due 

to compliance procedure of international banks to accept new banks especially from Afri-

ca. The frequent change in the NBE directives related to surrender requirement of Banks’ 

FCY generation, allocation of the remaining portion; and low rating given to the country 

due to political reasons are few of the factors that holds back the bank from providing 

international banking services in full capacity.

However, the bank relentlessly worked to commence foreign exchange earnings and es-

tablish partnership with international business and organizations. Accordingly, for the FY 

2021/22 the bank completed SWIFT system and activated ZAMZETAA code. Despite 

the different hurdles, the bank managed to establish correspondent banking with four 

banks and opened eight accounts in three currencies (USD, EUR & GBP). Moreover, it had 

signed agreement and started operation with money transfer agents like Western Union 

and Dahabshiil. It also managed to mobilize equivalent Birr amount of 206.3 million.  

  

1.2.4. NON-PERFORMING FINANCING (NPFS)

For the year 2021/22 the Bank does not have any NPF portfolio. 
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ُهمَّ لَبَّْيَك،  
ٰ
لَبَّْيَك ٱللَّ

ZamZam
HAJJ

saving 
Account

For information call us on 9670
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   1.3. FINANCIAL PERFORMANCE

1.3.1. INCOME

Total operating income of Birr 40.58 million was generated during the F.Y. 

2021/22 while the net profit income was Birr 6.5 million. Other operating in-

come for the year was Birr 34.06 million, which includes profit income from 

Mudarabah investment of Birr 32.75 million and a total of birr 1.3 million from 

commission, service income and sundries.  

1.3.2. EXPENSE

During the period under review, the Bank incurred a total operating expense 

of Birr 186.98 million. From the total expenses of the Bank, 50.5% (Birr 94.4 

million) was spent for Salaries and benefits. Other operating expenses con-

stitute 42.9% (Birr 80.2 million) out of which depreciation for the right of use 

asset or rent expense takes the lion share of 34% or birr 27.5 million while the 

remaining 6.6% has been an audit fee of Birr 188,185, and directors related 

expenses of Birr 2.64 million (which represents a two years cumulative pay-

ment) respectively. 

1.3.3. PROFIT/LOSS

At the end of June 30, 2022, the Bank has registered a loss of Birr 146.4 mil-

lion. The recorded performance was due to the fact that the Bank was in a 

process of availing financing and it was early to generate revenue. On the one 

hand there were inescapable expenses like office rent, salary and benefits.

1.3.4. ASSET

Total asset of the Bank has increased by Birr 2.27 billion during the current 

fiscal year, and stood at Birr 3.156 billion at the end of June 2022. The varia-

tion in the total asset growth was attributed primarily to significant changes 

witnessed in Financing and Investment (689.1 million), cash and Bank balance 

(597.2 million), Murabaha investment (350 million), increase in property, plant 

and equipment (196.6 million), right of use asset (176.9 million), and accrued 
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profit receivable on Murabaha (150.6 million), and others (111.1 million). 

1.3.5. LIABILITIES

Total liabilities of the Bank at the end of the reporting period has reached Birr 

1.938 Billion which is more than last year’s total liabilities (Birr 33.97 million) 

by Birr 1.9 Billion. The major contributor (Birr 1.586 billion) or 82% is deposit 

from customers. While other liabilities, and unearned profit for mudarabah 

constitutes the remaining part. 

1.3.6. CAPITAL

The total capital of the Bank reached Birr 1.219 billion at the end of June 30, 

2022, indicating an aggregate increment of Birr 367.5 million (43%) in the year 

under review. The Paid-up Capital of the Bank stood at Birr 1.341 billion at 

the end of June 2022. The recorded amount was higher by Birr 469.8 million 

(54%) from last year same period balance.

   1.4. NON-FINANCIAL (BUSINESS DEVELOPMENT) 
          AND OTHER ADMINISTRATIVE ISSUES

1.4.1. BRANCH NETWORK

As of June 30, 2022, the total number of branches of the bank reached 40; of 

which 23 branches (57.5%) are located in Addis Ababa city while the remain-

ing 17 branches (42.5%) are outside of Addis Ababa. 

1.4.2. CUSTOMER BASE

During 2021/22 F.Y, efforts were made to expand the number of customers 

base through various means such as marketing campaigns, branch expansion, 

enhancing  follow-ups and support activities at Head Office level. As a result 

the total number of customers that opened deposit accounts as of June 30, 

2022 has reached 77,231.
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NUMBER OF STAFFS AS OF JUNE 30/2022

1.4.3. INFORMATION SYSTEM

For creating an efficient banking system, which can respond adequately to 

the needs of growing economy, technology has a key role to play. The impact 

of technology on the banking industry is witnessed in the speed and ease 

of banking service in the country today. Hence, our bank has selected infor-

mation system as one of it’s strategic pillars and made huge investment to 

provide on time banking services by creating newer and better opportunities 

for customers.

For the 2021/22 FY, the bank succeeded to execute a number of IT initiatives 

and projects. Full-fledged Islamic Core Banking System (Oracle FlexCube) 

went live by incorporating modules like Domestic Banking Operations, Inter-

national Banking Operation, Islamic Finance, Finance and Accounts, Treasury 

and Profit Distribution (PDM). 
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Moreover Domestic Payment – (EATS) and Cross Border Payment (SWIFT) had 

been successfully implemented and interfaced with the core banking solu-

tion. The bank acquired world class IBM hardware and CISCO network equip-

ment for it’s mission critical system to run. Accordingly enterprise hardware 

and storage including Network and security infrastructure implementation 

project were also completed. The bank managed to accomplish Flex Cube 

ATM and Switch Related integration. 

1.4.4. DIGITAL SERVICES

Considering the rapid change in the finance industry and the emergence of 

new players, it is more apparent that banks need to change their competitive 

strategies to digitalization. Hence, our bank is profoundly working to imple-

ment digital services to keep it’s customer service experience streamlined 

and comfortable.

During the reporting FY, the bank managed to integrate with ET-switch S.C to 

provide card banking services at both issuer and acquirer levels. It also imple-

mented an Instant card service that lets customers take their debit cards the 

moment they open account.  Since the launching of the service on May 17, 

2022 a total of 1,139 debit cards had been delivered and distributed to cus-

tomers while the total transaction on card banking reached Birr 1.2 million.

The bank followed a phase-by-phase approach to implement the USSD mo-

bile banking service. Hence, it completed the first phase and has started 

giving service to its customers. Likewise, the total number of USSD subscrib-

ers had reached 2,086 and a total of Birr 10.27 million was transacted on this 

platform during the fiscal year.

The bank, on it’s journey to go paperless, has developed various  operational 

systems such as online diaspora/domestic customer onboarding and  account 

opening system, real time dashboard system for 360-degree view report and 

performance monitoring, issue tracking system, digital signage and display 

system, sanctioned customers screening system, card application manage-

ment system, KYC filtering system, suspicious transaction filter system and 

general assembly attendance management system were some of the systems 

developed to enhance services, reduce expenses while elevating customer 

experience.
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Moreover, the bank employed all versions of SMS notification services in three 

different languages to provide its customers with an option to choose their 

preferred communication language. Currently, the bank is evaluating the vi-

ability of projects to implement various digital services like Internet banking, 

mobile apps, agency banking, school fee management systems, partnerships 

with Fin-tech companies, and deployment of its own ATM and POS machines. 

These projects are expected to be fully deployed by the end of the next fiscal 

year. 

1.4.5. HUMAN RESOURCE MANAGEMENT AND DEVELOPMENT

The bank conducted numerous activities to enhance it’s human capital both 

in terms of number and competencies. 

1.4.5.1. HUMAN RESOURCE MANAGEMENT

To fully support the rapidly growing operational activities, during 2021/22 fis-

cal year, the Bank has recruited permanent staffs in different disciplines. As a 

result, as of June 30, 2022 the total number of permanent staff headcount has 

reached 396 where 259 are male and the remaining 137 are female. 

.  

1.4.5.2. TRAINING AND DEVELOPMENT

Training and Development programs have great impact on the overall orga-

nizational performance. Since the sector was new, especially at the time of 

commencement, it was difficult to get qualified human resources that meet 

the bank’s standards. To tackle this, the bank concentrated on enhancing the 

skill and knowhow of the staff through trainings, workshops, and coaching. 

Moreover, a number of induction programs were organized to new staffs by 

in house and external trainers. 

To successfully attain its strategic and operational goals, the Bank has contin-

ued giving special attention to training and development of its staffs. Hence, 

30 types of trainings, workshops, and induction programs were offered to 900 

employees (Majority of the employees have taken training more than once) 

of the Bank during the fiscal year. In addition consecutive Leadership and 
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life skill trainings were also given by international consultants and trainers 

to staffs at management and above level. The bank also organized trainings 

and experience sharing programs for the board members by National Bank of 

Ethiopia (NBE) representatives. 

In furtherance to training conducted, the Bank has made various efforts to 

enhance the capacity building activities. Accordingly, various correspondenc-

es were made with international organizations, embassies and other overseas 

partners in order to facilitate the capacity building activities, where promis-

ing responses were also achieved. 

 

1.4.6. STRATEGY DEVELOPMENT

Running a business strategically results in meeting its vision and ensures its 

sustainable growth by excelling customer’s expectations. In addition, co-

ordinated and integrated corporate strategy can make the business to de-

liver promised products and services that maximize the stakeholders’ de-

light. Basically, having short, middle and long-term goals in which the                                                              

business efficiently and effectively operates will eventually benefit the busi-

ness to be proactive and navigate different opportunities from technology 

and digitalization, to respond to competition more effectively and addresses 

the challenges of the current volatile, uncertain, complex and ambiguous en-

vironment.

With this belief, ZamZam Bank has started its operation by developing and 

implementing a strategy for its five year’s period from 2021/22 to 2025/26 

with a vision “To be the Leading Shari’ah Compliant and All - Inclusive Bank 

in Africa by the Year 2030”. This makes the bank unique for beginning oper-

ation with a corporate strategy. 

In today’s world, it is customary to constantly review the internal and external 

factors that impact the business. This was also true for ZamZam bank as it has 

started operation at the time of major global and local environmental chang-

es like abrupt shock to the global financial system, COVID-19 pandemic, new 

directives and various changes in the local financial and banking industry, 

high competition, the northern war and coincidence with national election 

period. 
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Accordingly, ZamZam bank has taken an initiative to further enhance its strat-

egy to accommodate the above mentioned environmental changes. The en-

hanced strategy is implemented beginning July 2022 with customer value 

proposition “Sharia compliance customer experience”. Furthermore, the 

bank has enforced its strategy execution capability working on effective lead-

ership, cascading the strategy, providing training and workshops to its em-

ployees on strategy. Strict implementation of the performance management 

system is also part of the strategy execution enforcement effort.

1.4.7. STAKEHOLDER ENGAGEMENTS

In the 2021/22 FY a number of customer engagement sessions have been 

conducted. The BOD Chair, CEO, along with SAC members have made we-

binars and zoom meetings with the Diaspora Community where appropriate 

awareness has been created.  Inaugural events and promotions have been 

conducted while opening branches.  Various media engagements were un-

dertaken, and press releases were made during the launching of new prod-

ucts and services. In addition to the marketing campaigns at various branch-

es, the Bank has been promoted in different visual and social media channels. 

1.4.8. SUMMARY OF SHARIA ADVISORY COUNCIL (SAC) REPORT

During the year under review, the Shari’ah Advisory council of the Bank has 

actively involved in giving ‘fetwa’ and creating awareness to the society in 

different aspects. In addition the SAC members visited branches of the Bank 

and observed the operational activities where they created awareness on 

Shari’ah rulings. Further, the SAC members conducted induction programs to 

new entrant employees of the Bank.

   1.5. RISK MANAGEMENT AND COMPLIANCE

To improve risk management assessment and monitoring capabilities of the Bank, 

during the year under review, the required Risk and Compliance Management activ-

ities were performed. Accordingly, Risk and Compliance reports were produced and 

sent to supervisory organ. The bank has been engaged in fulfilling KYC requirements 

as per NBE’s directives. 
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   1.6. INTERNAL CONTROL

Internal control system helps as a checking mechanism to find and correct 

wrongdoings within possible short time. With this understanding, the bank 

has put in place appropriate internal control system that undertakes regular 

assessment on different organs of the bank to examine whether it is comply-

ing with regulatory requirements as well as internal policies, procedures and 

standards. 

The Bank’s internal control unit is an independent unit that directly reports to 

the Board of Directors and it has the capability and authority to freely exam-

ine different functional units of the Bank. In the FY 2021/22, various inspec-

tions and audit examinations on the overall operational activities of branches 

and head office organs were conducted. Moreover, special investigations on 

fraud incidents and customers’ complaints were conducted in the period un-

der review.

   1.7. HEADQUARTER BUILDING ACQUISITION

Acquiring Headquarter building and other buildings in Addis Ababa and oth-

er regional towns is very important not only for image building but also to 

enhance organizational efficiency and effectiveness. To this end, the Bank 

has continued its effort to get a plot of land in Addis Ababa to be used for 

Head Quarters building.  Accordingly, a lot of discussions were made with the 

Addis Ababa City Administration, the Sub City, and Other stakeholders.  Our 

request was approved by the Mayor’s Cabinet. Therefore, the Bank is expect-

ing to receive the land in the near future.

   1.8. CORPORATE SOCIAL RESPONSIBILITY

Beyond the provision of financial services, ZamZam Bank upholds its values 

even under difficult circumstances and challenges. Based on one of Sharia 

principles ‘Zekat’ with the aim of alleviating poverty from the society at large, 

ZamZam crafte support projects, and undertake its social responsibilities 

through funding social financing activities. To facilitate these activities the 

Bank has launched Zakat, Sadakat, Waqf and social financing products. The 
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Bank will continue discharging its social responsibility during the years to 

come.

   1.9. GOING FORWARD

The year ahead gives us another opportunity to put the bank on front runners 

on the list of industry players. The bank endeavors to attain the direction set 

in its strategic plan and sustain the growth momentum registered in most pa-

rameters during the previous year. 

In the year to come the country’s stability is expected to be maintained and 

the economic activity will be stimulated as a consequence. However, we are 

aware of the challenges we are facing in the coming year which include the 

following: 

Challenges: 

• The competition will get fiercer as considerable size of new entrants join 

the sector with specialized services or target markets. Likewise the bank-

ing sector would be open to foreign Banks. 

• The economic condition impacted by COVID-19, the growing competi-

tion for deposit and The unprecedented gap in foreign exchange parallel 

market and  the growing inflationary situation are factors that affect the 

banking sector;  

• IFB business regulatory issues would be challenges unless and otherwise 

they are addressed. NBE’s reluctance to respond to the bank’s request 

to address regulatory issues and implementing directives which supports 

full-fledged Interest Free Banking would be a challenge;

• Difficulty in meeting FCY generating customers (potential exporters) due 

to their strong financing needs; and NBE’s directives related to surrender 

requirement of banks’ FCY generation and allocation of the remaining 

portion; and 

• International Banks unwillingness to accept Correspondent Banking rela-

tionship with new Banks (especially African Banks) may remain as a chal-

lenge.
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ZamZam Bank Share Company
Report of Shari’ah Advisory Committee

For the Financial Year Ended June 30,2022

To the shareholders, Customers and other Stakeholders of ZamZam Bank Share Company

As part of the roles and responsibilities of the Shar’iah Advisory Council (“the coun-
cil”) of the ZamZam Bank S.C (“the bank”) stipulated under the Banks Corporate 
Governance Framework and charter of the council, we hereby submit its report for the 
financial year ended June 30, 2022.

The Council endeavored to dedicate its attention and time to oversee the Bank’s 
services. In the period under review , the Council has held successive regular and 
extraordinary meetings to effectively fulfill its responsibilities. It has reviewed partially 
the Bank’s products, financing contracts, terms and conditions, etc. used at the Bank’s 
service in order to determine relevant Shar’ah rules and principles are strictly applied. 
It has also issued fatwa (rulings) on all Shari’ah related matters referred to it by the 
bank. The Council has tried to give feedbacks  to the Board of Directors, Manage-
ment, and Staff of the Bank on matters requiring their attention.

The council has also reviewed and deliberated on various reports and submitted to it 
by Executives Offices, and Departments of the Bank to determine whether the perfor-
mance of the Bank’s service is Shari’ah compliant and consistent with internationally 
accepted Islamic finance principles. The council has accordingly given feedbacks and 
directions based on the reports and explanations given by the officials and experts of 
the Bank.

The Management of the Bank is responsible for ensuring that the Bank undertakes 
its business in a manner consistent with Islamic Law or Shari’ah principles as per the 
relevant directives of the National Bank of Ethiopia and best industry practices world-
wide. It is our responsibility to form an independent opinion as to where the Bank has 
complied with the Shari’ah rules, principles and with the specific fatwas or Shari’ah 
decisions made by us. Our opinion is based on the reviews of reports and relevant 
documentations, the Bank’s operations, audit reports, and the explanations given by 
the Management.

Finally, the members of the Council would like to appreciate the efforts and commit-
ments of the Board of Directors, Management, and Staff of the Bank towards strength-
ening Shari’ah compliance in the Bank. 

Addis Ababa December 16,2022
On Behalf of the Shari’ah advisory Council  

_________________________
Ustaz Abdulwasie Yusuf       
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ZAMZAM BANK SHARE COMPANY

As at and for The year ended 30 June 2022
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Email: info@tayauditing.com
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List of Board Members  Responsibilities  Appointment 
1 Dr. Nasir Dino Bedru Chairman  June 17, 2020 
2 Dr. Endris Mohamed Yesufe Member  June 17, 2020 
3 Ato. Nuredin Mohammed Member  June 17, 2020 
4 Woy. Leyla Nassir Kemal Member  June 17, 2020 
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7 Ato Jemal Muzeyn Mohamed Member  June 17, 2020 
8 Woy.Mekaneselam Mohammed Negewo Member 

 
June 17, 2020 

9 Ato Mustefa Mohammed Habte Member 
 

Waiting NBE approval 
10 Ato Ousman Oumer Mustefa Member 

 
Waiting NBE approval 

11 Ato Nedim Abdusemed Ibrahim Member 
 

Waiting NBE approval 
Executive Managements 

  
  

Melika Bedri Chief Executive Officer  Aug-20  
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Kedir Bedewi Vice president - Operations Apr-21  
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Eristu Kemal Director – Financing & Investment Jan-21  
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Kalid Ahmed Director – Information System Jan-21 

Independent auditor    
 

TAY Authorized  
   

 
Accountants and Auditors  
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Corporate office     
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CAC International Bank 
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Aktif Yatrim Bankasi A.S. 
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ZAMZAM BANK SHARE COMPANY  
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9 
 

 

 

   30 June 2022   30 June 2021  

 Notes Birr Birr 
INCOME    
Profit income 12.a   6,850,446.30                      -    
Profit Sharing expense to mudarabah depositor's            (338,268)                     -    
Net profit income     6,512,178                      -    
Other operating income 12.b       34,069,605               19,500  
Total operating income        40,581,783               19,500  

    
EXPENSES    

Salaries and benefits 13       94,448,343        13,763,683  
Depreciation          9,491,916               19,168  
Other operating expenses 14       80,221,392          6,447,152  
Audit fees             188,185             304,750  

Director's related expenses         2,640,000                      -    

   186,989,836        20,534,753  
Profit(loss) before tax     (146,408,053)       20,515,253  
Income tax expense                       -                        -    
Profit (loss) after tax     (146,408,053)     (20,515,253) 

    
Other comprehensive income (OCI) net of income tax   
Remeasurement loss on retirement benefits                        -                        -    
Fair value gain of Equity Investments         38,535,555                      -    

Total other comprehensive income        38,535,555                      -    

    
Total comprehensive income for the period     (107,872,498)                     -    

 
 

       
Dr. Nasir Dino  Melika Bedri  
Chairman, Board of Directors  President/ CEO  

 
  Signed on this date of 30 October 2022 

 
     NB- the notes from page 13 to page 45 are part of the financial statement 
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   30 June 2022   30 June 2021  

 Notes Birr Birr 

ASSETS    
    
Cash and bank balances 7    1,426,990,918       829,750,293  
Financing and investment to customers 6.b       689,105,913                       -    
Accrued profit receivable on murabaha 6.b       150,601,161   
Investment securities:                          -                         -    
       - Equity investment at FVOCI 6.c         50,537,555                       -    
Other assets 8         62,014,466         43,782,379  
Mudarabah investment 8.a       350,000,000                       -    
Property, plant and equipment 5       208,383,024         11,792,734  
Intangible assets 6.a         42,332,167                       -    
Right of use asset 6.d       176,923,325                       -    
Defferd tax asset                          -                         -    
Total Assets     3,156,888,528       885,325,406  
LIABILITIES    
Deposit from customers 9    1,586,167,125           7,543,643  
Other liabilities 10       207,047,588         26,432,016  
Unearned profit UID for Murabaha 10.a       144,796,966                       -    

Total Liabilities     1,938,011,679         33,975,660  
EQUITY    
Paid up capital 11    1,341,650,199       871,865,000  
Other reserve  18         38,535,555                       -    
Retained earnings     (166,923,306)      (20,515,253) 
Regulatory risk reserve 15           5,614,401                       -    

Total equity      1,218,876,849       851,349,747  
Total Equity and Liabilities     3,156,888,528       885,325,406  

 

 

       NB: the notes from page 13 to Page 45 are part of the financial statement  
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    30 June 2022 30 June 2021 

   Notes Birr Birr 

CASH FLOW FROM OPERATING ACTIVITIES   
Net profit/loss for the year          (146,408,053)     (20,515,253) 
Adjustment for :                               -                             -    

 Prior year expense                   300,615   
  Depreciation and Amortization              10,235,380                 19,168  
Net Cash In Flow Before Working capital change        (135,872,057)      (20,496,085) 

 (Increase) Decrease in financing and investments (839,707,074)                        -    

 
(Increase) Decrease in other 
assets         (18,232,087) (43,782,379) 

 Increase ( Decrease) in deposits       1,578,623,482           7,543,643  

 Increase ( Decrease) in Unearned profit UID for Murabaha         144,796,966                           -    

 Increase ( Decrease) in other liabilities  
           

180,615,571            26,432,016  
Cash Generated From Operation            910,224,801       (30,302,804) 

  Profit tax Paid                              -                            -    

 Withholding Tax Paid                            -                            -    
Net Cash flow from Operating Activities           910,224,801      (30,302,804) 
CASH FLOW FROM INVESTING ACTIVITIES   
 Mudarabah Investment   (350,000,000)                         -    

 Equity investments          (50,537,555)                        -    

 Acquisition on fixed assets        (206,382,821)                      -    

 Investment in right of use assets   (176,923,325)                        -    

 Investment in intangible assets           (43,075,631)                         -    
Net cash inflow from Investing Activities    (826,919,332)                        -    
CASH FLOW FROM FINANCING ACTIVITIES   
 Dividend paid                             -                            -    

 Regulatory risk reserve                5,614,401   
 Fair value adjustment on Investments             38,535,555                          -    

 
Collections from subscribed 
capital           469,785,199                        -    

Net cash inflow from financing activities   
           

513,935,156                           -    
Net increase/decrease in cash and cash equivalents         597,240,625        829,750,293  

Net and cash equivalents at beginning of the year           829,750,293                          -    

Cash and cash equivalents at end of the year 
        

1,426,990,918          829,750,293  
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Paid up 
capital 

Legal 
reserve 

Retained 
earnings 

Regulatory 
risk reserves 

Other 
comprehensive 

income 
TOTAL 

Balance on 01 July 2021  871,865,000  
                    

-     (20,515,253)     5,614,401                       -    856,964,148  

Shares issued 
     

469,785,199  
                    

-                        -                     -                         -    
   

469,785,199  

Profit(loss) for the period 
                      

-    
                    

-    
  

(146,408,053)                  -     
 

(146,408,053) 
Other comprehensive 
income 

                      
-    

                    
-                        -                     -          38,535,555  

     
38,535,555  

Balance on 30 June 2022 
  

1,341,650,199  
                    

-    
  

(166,923,306)     5,614,401        38,535,555  1,218,876,849 
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1. General information 
ZamZam Bank S.C. ("ZamZam Bank or the Bank") is the first full-fledged interest free bank in Ethiopia 

established in accordance with the provisions of the Commercial code of Ethiopia 1243/2021 and the Licensing 

and Supervision of Banking Business Proclamation No. 84/1994. It has got its license on Sept. 28, 2020 from 

NBE registering Birr 1.68 billion subscribed and Birr 875 million paid up capital with more than 11 thousand 

shareholders. ZamZam officially launched its operation on June 03, 2021; the paid up capital as of June 30, 2022 

reached Birr 1.341 billion. 
 

The bank is established to enhance financial inclusion with a special focus on the part of the society alienated 

from the financial system due to their religious beliefs or other factors. The bank is open to serve everyone that 

wants to follow its business model to demonstrate the impact of the sharia'h compliant system on the development 

of the country’s economy. 
 

Taking its name from ZamZam Holy Water springing from the hills of Safwa and Merwa; the Bank is working 

towards ensuring a sustained economic growth. The bank is going forward with the effort of expanding branches 

at the capital city and other parts of the country simultaneously by implementing digital solutions that have far-

reaching impact to its cherished customers. ZamZam, as of June 30, 2022, has managed to open 40 Branches, and 

with its more than 396 employees recruited 77,231 customers.   
 

ZamZam Bank offers an increasing range of sharia'h’ compliant & all-inclusive products & services through its 

qualified human resource and a state of the art technology. The Bank is principally engaged in the provision of 

diverse range of financial services ranging from accepting deposits from the public and investment to a wide range 

of sectors that mainly includes manufacturing, import, export, construction, domestic trade, and transport areas.   
 

ZamZam bank also performs trade services activities to facilitate the import and export process of the Country. 

Moreover, it facilitates local and international remittance activities through various partners. The Bank reaches its 

customers through various electronic banking channels. 
 

The bank has acquired & implemented state of the art, fully sharia'h’ compliant, and sharia'h certified Core 

Banking solution. Taking in to account its business growth and the future competition towards IT infrastructure, 

ZamZam has, in advance, concluded an agreement with the leading and internationally renowned Oracle and IBM 

companies. Accordingly, the bank is implementing various IT projects. In addition, it has crafted its five years 

strategy, policies, and procedures; 
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As a pioneer to the Interest Free Banking in the country, the bank has shouldered historic responsibility in 

addressing legal and regulatory challenges in institutionalizing fully sharia'h  compliant IFB; Accordingly, in an 

effort to create a conducive legal and regulatory environment, the bank is closely working with NBE and other 

stakeholders; 
 

ZamZam bank has a sharia'h Advisory Council comprised of highly renowned Muslim Scholars in the country as 

well as internationally renowned expat advisor.  ZamZam’s board members with a proven track record and high 

level of expertise are leading and serving the Bank day and night. ZamZam is being led by a long serving renowned 

Banker, with a proven capacity of leadership, and highly qualified CEO. The two Vice Presidents under the CEO 

are also well known long serving Bankers with a proven capacity in leadership. The ladder follows with multi-

disciplinary and experienced Directors. Above all, ZamZam lay its foundation with its employees at all stage that 

are committed to serving the Bank’s customers with provision of high quality service, commitment, and in a well-

organized manner. 
 

2. Summary of Significant Accounting Policies 

2.1  Introduction to summary of significant 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. 
 

2.2 Basis of preparation 
The financial statements for the year ended 30 June 2022 have been prepared in accordance with International 

Financial Reporting Standards ("IFRS") as issued by the International Accounting Standards Board ("IASB"). 

The financial statements comprise the statement of profit or loss and other comprehensive income, the 

statement of financial position, the statement of cash flows, the statement of changes in equity, and the notes 

to the financial statements. 
 

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting 

estimates, assumptions and management judgment in applying the Bank’s accounting policies. Changes in 

estimates and assumptions may have a significant impact on the financial statements in the period the 

assumptions changed. Management believes that the underlying estimates and assumptions are appropriate 

and that the Bank's financial statements therefore present the financial position and results fairly. The areas 

involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant 

to the financial statements are disclosed. 
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2.2.1 Going concern 
The financial statements have been prepared on a going concern basis as the management have no doubt 

that the Bank would remain in existence after 12 months. 
 

2.2.2 Islamic Accounting Standard  

As full fledge interest free banking, in addition to IFRS it will apply the Islamic accounting standards set by 

Accounting and Auditing Organization for Islamic Financial institution (AAOIFI).  
 

2.3 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 (Birr).  

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 recognized in profit or 

loss within other income or loss. Monetary items denominated in foreign currency are translated using the 

closing rate as at the reporting date with monetary assets translated at selling rate and monetary liabilities 

at buying rate. 
 

2.4 Recognition of income and expenses 
a. Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Bank 

and the revenue can be reliably measured, regardless of when the payment is being made. Revenue 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.  

b. The bank generate profit income from mudarabaha financing, mudarabaha investment Commission, 

service charge and other incomes earned from domestic and international banking operation. 
 

Profit income and expense are recognized in profit or loss using the effective profit  method. The ‘effective 

PROFIT  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 

amortized cost of the financial liability. 
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2.4.1 Net Profit Income  
 

a.  Effective profit  rate and amortized cost 
When calculating the effective profit rate for financial instruments other than investment-impaired assets, 

the Bank estimates future cash flows considering all contractual terms of the financial instrument, but not 

expected investment losses. For investment-impaired financial assets, a investment-adjusted effective profit 

rate is calculated using estimated future cash flows including expected investment losses. The calculation of 

the effective profit rate includes transaction costs and fees and points paid or received that are an integral 

part of the effective profit rate. Transaction costs include incremental costs that are directly attributable to 

the acquisition or issue of a financial asset or financial liability 
 

b.  Amortized cost and gross carrying amount 
         The ‘amortized 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 amortization using the effective profit method of any difference between that initial amount and 

the maturity amount and, for financial assets, adjusted for any expected investment loss allowance. The ‘gross 

carrying amount of a financial asset’ is the amortized cost of a financial asset before adjusting for any expected 

investment loss allowance. 
 

c. Calculation of profit  income and expense 
In calculating profit income and expense, the effective profit rate is applied to the gross carrying amount of 

the asset (when the asset is not investment-impaired) or to the amortized cost of the liability. However, for 

financial assets that have become investment-impaired subsequent to initial recognition, Profit income is 

calculated by applying the effective Profit rate to the amortized cost of the financial asset. If the asset is no 

longer investment-impaired, then the calculation of profit income reverts to the gross basis. For financial 

assets that were investment-impaired on initial recognition, profit income is calculated by applying the 

investment-adjusted effective profit rate to the amortized cost of the asset. The calculation of profit income 

does not revert to a gross basis, even if the investment risk of the asset improves.  
 

The bank collected the mudarabah investment accounts with a condition to invest primarily before other 

deposits. Therefore, the bank have basically used the ratio of effective account balance with the monthly 

average outstanding and investment balance and used that ratio to multiply it with the total profit from and 

investment in order to get the profit to be allocated to the Mudarabah account before the subtraction of the 

Mudarib fee. 
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Account class profit rate =   Total effective Account Class balance (Mudarabah) 

                                                        Average and investment for the period 

Account class profit        =   Account class profit rate   X   TOTAL profit from financing  
 

Then the bank, we have distributed the profit to the Mudarabah accounts as per there effective balance. 

Individual account profit =    Effective individual deposit Balance X Account class profit 

                                                        Total account class effective balance 

Then mudarib fee is deducted from the individual account profit. (Individual account profit - Mudarib fee) 

The Profit to be paid for depositors after deduction of tax is calculated as follows: 

               ((Individual account profit - Mudarib fee) - (Individual account profit - Mudarib fee)*5%) 
 

d.  Presentation 

 Profit income and expense presented in the statement of profit or loss and OCI include 

 Profit on financial assets and financial liabilities measured at amortized cost calculated on an effective 

profit  basis; 

 Profit  on debt instruments measured at FVOCI calculated on an effective PROFIT  basis; 

 Profit 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. Profit income and expense on other financial assets and financial 

liabilities at fair value though profit or loss is presented in net income from other financial instruments at 

FVTPL. 
 

2.4.2 Fees and commission 
Fees and commission income and expenses that are integral to the effective profit rate on a financial asset 

or liability are included in the measurement of the effective profit rate. Other fees and commission income 

(for example commission on drafts, cash payment order (CPO), letter of credit (LC), letter of guarantee, 

etc.) are recognized as the related services are performed. 
 

2.4.3 Dividend income 
This is recognized when the Bank’s right to receive the payment is established, which is generally when 

the shareholders of the investee company approve and declare the dividend. 
 

2.4.4 Foreign exchange revaluation gains or losses  
These are gains and losses arising on settlement and translation of monetary assets and liabilities 

denominated in foreign currencies at the functional currency’s spot rate of exchange at the reporting     
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date. The monetary assets and liabilities include financial assets within the foreign currencies deposits 

received and held on behalf of third parties etc.    
 

2.4.5 Other income and expense- Other expenses are recognized when they are incurred by the Bank and 

other revenues recognized when they are earned which usually occurs simultaneously with cash 

collection. 
 

2.5 Financing Investment 
 

2.5.1 Financial liabilities  

The Bank shall classify its financial liabilities, other than financial guarantees and and investment 

commitments, as measured at amortized cost or FVTPL.  
 

A financial guarantee is an undertaking/commitment that requires the issuer to make specified payments 

to reimburse the holder for a loss it incurs because a specified party fails to meet its obligation when due 

in accordance with the contractual terms. 
 

Financial guarantees issued by the Bank are initially measured at their fair values and, if not designated 

as at FVTPL, are subsequently measured at the higher of: the amount of the obligation under the 

guarantee, as determined in accordance with IAS 37 Provisions, Contingent Liabilities and Contingent 

Assets; and the amount initially recognized less, where appropriate, cumulative amortization recognized 

in accordance with the revenue recognition policies. 
 

a.  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 recognize 

loss allowances for expected Investment  losses (EIL) on the following financial instruments that are not 

measured at FVTPL:  

 Financial assets that are debt instruments;  

 Lease receivables;  

 Financial guarantee contracts issued; and  

 Investment commitments issued.  

No impairment loss shall be recognized on equity investments.  

The Bank shall measure loss allowances at an amount equal to lifetime EIL, except for the following, 

which are measured as 12-month EIL:  

 Debt investment securities that are determined to have low investment risk at the reporting date; and  
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 Other financial instruments (other than lease receivables) on which Financing risk has not increased 

significantly since their initial recognition. 

 Measurement of EIL- it is probability-weighted estimate of investment  losses & shall be measured 

as follows:  

 For financial assets that are not investment-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 investment-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 and investment 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. 

If the expected restructuring will result in DE recognition 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   DE recognition. This 

amount is included in calculating the cash shortfalls from the existing financial asset that are discounted from the 

expected date of DE recognition to the reporting date using the original effective profit rate of the existing financial 

asset. 
 

The key inputs into the measurement of EIL are the term structure of 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. 
 

Probability of Default (PD)-It provides an estimate of the likelihood that a borrower will be unable to meet its 

debt obligations. The methodology of estimating PDs. 
 

i) Significant increase in investment / financing 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. 
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b.  De recognition 

       The Bank shall derecognize 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 de recognition of a financial asset, the difference between the carrying amount of the asset (or the carrying 

amount allocated to the portion of the asset derecognized) and the sum of (i) the consideration received (including 

any new asset obtained less any new liability assumed) and (ii) any cumulative gain or loss that had been 

recognized in OCI shall be recognized in profit or loss. 
 

Any cumulative gain/loss recognized in OCI in respect of equity investment securities designated as at FVOCI 

shall not be recognized in profit or loss on DE recognition of such securities.  Any profit  in transferred financial 

assets that qualify for DE recognition that is created or retained by the Bank shall be recognized as a separate asset 

or liability. 
 

The Bank shall de recognize a financial liability when its contractual obligations are discharged or cancelled, or 

expire.  
 

c. Modifications of financial assets and financial liabilities  
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 derecognized and a new financial asset shall be recognized 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 DE recognition. 
 

If cash flows are modified when the borrower is in financial difficulties, then the objective of the modification is 

usually to maximize recovery of the original contractual terms rather than to originate a new asset with 

substantially different terms. 
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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 amortized cost or FVOCI does not result in                  DE 

recognition of the financial asset, then the Bank shall first recalculate the gross carrying amount of the financial 

asset using the original effective profit rate of the asset and recognizes the resulting 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 amortized 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 profit  income calculated 

using the effective profit rate method.  
 

The Bank shall derecognize 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 

recognized at fair value. The difference between the carrying amount of the financial liability derecognized and 

consideration paid is recognized 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 DE recognition, then the amortized cost of 

the liability shall be recalculated by discounting the modified cash flows at the original effective profit rate and 

the resulting gain or loss is recognized in profit or loss. Any costs and fees incurred are recognized as an adjustment 

to the carrying amount of the liability and amortized over the remaining term of the modified financial liability 

by re-computing the effective profit rate on the instrument. 
 

d.  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 realize 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. 
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Murabaha 
Murabaha is an Islamic and investment transaction which represents an agreement whereby the Bank buys a 

commodity/good and sells it to a counter party (customer) based on a promise received from that counterparty 

to buy the commodity according to specific terms and conditions. The selling price comprises of the cost of 

the commodity/goods and a pre-agreed profit margin. 
 

It is treated as an investment receivables. And investment receivables are non-derivative financial assets with 

fixed or determinable payments that are not quoted in an active market. 
 

The profit is quantifiable and contractually determined at the commencement of the contract. Murabaha 

Income (profit) is recognized as it accrues over the life of the contract using the effective profit rate method 

(EPRM) on the principal balance outstanding. These products are carried at amortized cost less impairment. 
 

2.6 Cash and Cash Equivalents 
Cash and cash equivalents’ include notes and coins on hand, unrestricted 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 amortized cost in the 

statement of financial position. 
 

2.7 Property, plant and equipment 
Property, plant and equipment is stated at cost, net of accumulated depreciation and accumulated impairment 

losses, if any. 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 recognizes such parts as individual assets with specific useful lives and 

depreciates them accordingly. All other repair and maintenance costs are recognized in income statement as 

incurred. 
 

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate, 

only when it is probable that future economic benefits associated with the item will flow to the group and the 

cost of the item can be measured reliably. The carrying amount of the replaced part is derecognized. 
 

Depreciation is calculated using the straight-line method to allocate their cost to their residual values starting 

from the asset is available for use over their estimated useful lives, as follows: 
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Capital work-in-progress is not depreciated as these assets are not yet available for use.   
 

'An item of property, plant and equipment and any significant part initially recognized is derecognized upon 

disposal or when no future economic benefits are expected from its use disposal. Any gain or loss arising on 

DE recognition 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 derecognized. 
 

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.  
 

2.8 Depreciation and carrying value of property, plant and equipment 
The estimation of the useful lives and residual values of assets is based on management’s judgment. Any 

material adjustment to the estimated useful lives of items of property and equipment will have an impact on 

the carrying value of these items. 
 

2.9 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 amortization and accumulated impairment losses, 

if any. Internally generated intangibles, excluding capitalized development costs, are not capitalized and the 

related expenditure is reflected in 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 amortized over the useful economic life. The amortization period and the amortization 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 amortization period or methodology, as appropriate, which are then 

treated as changes in accounting estimates. The amortization expenses on intangible assets with finite lives 

are presented as a separate item in the income statement. 
 

Asset class Useful Life’s 
Buildings 50 
Computer hardware 7 
Furniture’s and fittings 10 
Equipment 5 to 20 
Lifts 15 
Motor Vehicles 10 
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Amortization is calculated using the straight–line method to write down the cost of intangible assets to their 

residual values over their estimated useful lives, which ranges from two to six years. 
 

2.10   Non-current assets (or disposal groups) held for sale 
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 recognized for any initial or subsequent write-down of the asset (or disposal group) to 

fair value less costs to sell. A gain is recognized 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 recognized. 

A gain or loss not previously recognized by the date of the sale of the non-current asset (or disposal group) 

is recognized at the date of DE recognition. 
 

Non-current assets (including those that are part of a disposal group) are not depreciated or amortized while 

they are classified as held for sale. Profit and other expenses attributable to the liabilities of a disposal group 

classified as held for sale continue to be recognized. 
 

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 statement of financial position. The liabilities of a disposal 

group classified as held for sale are presented separately from other liabilities in the statement of financial 

position. 
 

2.11 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 to be enjoyed in future. The amount is initially 

capitalized in the reporting period in which the payment is made and subsequently amortized over the period 

in which the service is to be enjoyed.  
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b.  Other receivables 
Other receivables are recognized upon the occurrence of event or transaction as they arise and cancelled 

when payment is received. 
 

2.12 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, summarized in the following notes: 
 

 Disclosures for valuation methods, significant estimates and assumptions 

 Quantitative disclosures of fair value measurement hierarchy  

 Financial instruments (including those carried at amortized cost) 
 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 

between market participants at the measurement date. The fair value measurement is based on the presumption 

that the transaction to sell the asset or transfer the liability takes place either: 
 

•   In the principal market for the asset or liability, or 

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

The principal or the most advantageous market must be accessible to by the Bank. 
 

2.13 Employee benefits 
The Bank operates various post-employment schemes, including both defined benefit and defined contribution 

pension plans. 
 

a.  Defined contribution plan 
The Bank operates two defined contribution plans; 

i) Pension scheme in line with the provisions of Ethiopian pension of private organization 

employee’s proclamation 715/2011.  Funding under the scheme is 7% and 11% by employees and 

the Bank respectively;  
 

2.14 Provisions 
Provisions are recognized when the bank  has a present obligation (legal or constructive) 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 amount of the obligation. 

When the Bank expects some or all of a provision to be reimbursed, for example,                             
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under a takaful insurance contract, the reimbursement is recognized as a separate asset, but only 

when the reimbursement is virtually certain. The expense relating to a provision is presented in 

income statement net of any reimbursement. 
 

If the effect of the time value of money is material, provisions are discounted using a current pre-

tax rate that reflects, when appropriate, the risks specific to the liability. When discounting is used, 

the increase in the provision due to the passage of time is recognized as other operating expenses. 
 

2.15 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. 
 

2.16 Earnings per share 
The Bank presents basic earnings per share for its ordinary shares.  Basic earnings per share are 

calculated by dividing the profit or loss attributable to ordinary shareholders of the Bank by the 

weighted average number of shares outstanding during the period. 
 

2.17 Leases 
The Bank has initially adopted IFRS 16 from 1 July 2019. The standard eliminates the classification 

of leases as either operating leases or finance leases under IAS 17 and introduces a single lease 

accounting model that requires lessees to recognize assets and corresponding liabilities.  Due to the 

transition method chosen by the Bank in applying IFRS 16, comparative information throughout 

these financial statements has not generally been restated to reflect its requirements. 
 

It also elected to apply the practical expedient that allows entities to rely on its assessment of 

whether leases were onerous by applying IAS 37 Provisions, Contingent Liabilities and Contingent 

Assets immediately before the date of initial application as an alternative to performing an 

impairment review.  

The effect of initially applying IFRS 16 is mainly attributed to: 

 an increase in non-current assets as obligations to make future payments under leases 

previously classified as an operating lease were  recognized on the balance sheet, along 

with the corresponding asset: right-of-use asset.  
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 Expenditure on operation has decreased and finance cost have increased, as operating 

lease costs have been replaced by depreciation and profit  expense on lease liabilities. 
 

The adoption of IFRS 16 requires the Bank to make a number of assumptions, estimations and judgments 

that includes: 

 Lease liabilities were determined based on the value of the remaining lease payments, discounted 

by an appropriate incremental borrowing rate. 

 Term of each arrangement was based on the original lease term. 

 The discount rate used to determine lease liabilities was the Bank's incremental borrowing rate. 

It was calculated based on observable inputs. 
 

At the commencement date, the Bank recognized: 

 All leases as right right-of-use-asset at cost. Cost of right-of-use asset includes the amount of 

lease liability, lease payments made at or before the commencement date (less any lease 

incentives received), any initial direct costs incurred and an estimate of costs to be incurred by 

the Bank in dismantling and removing the underlying asset, restoring the site on which it is 

located or restoring the underlying asset to the condition required by the terms and conditions of 

the lease, unless those costs are incurred to produce inventories. 

 A lease liability at the present value of the lease payments that are not paid at that date. Present 

value of lease payments will be determined by discounting future lease payments at the profit 

rate implicit in the lease arrangement, if it is readily determined or at Bank's incremental 

borrowing rate.  
  

After the commencement date, the Bank measures:  

 Right-of-use assets using cost model, i.e. cost at initial recognition less accumulated depreciation 

(in line with IAS 16: Property, plant and Equipment) and accumulated impairment losses (in line 

with IAS 36: Impairment of Assets). 

 Lease liability by increasing its carrying amount to reflect profit on the lease liability and by 

reducing its carrying amount to reflect lease payments made. 

 Profit incurred on lease liability will be recognized in the statement of profit and loss as a finance 

cost. 
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Determination of whether an arrangement is a lease, or contains a lease 

The determination of whether an arrangement is a lease, or contains a lease, is based on the substance of 

the arrangement and requires an assessment of whether the fulfillment of the arrangement is dependent 

on the use of a specific asset or assets or whether the arrangement conveys a right to use the asset. 
 

2.18 Income taxation 
 

a. Current income tax  

The income tax expense or credit for the period is the tax payable on the current period’s taxable 

income based on the applicable income tax rate for each jurisdiction adjusted by changes in 

deferred tax assets and liabilities attributable to temporary differences and to unused tax losses. 
 

The current income tax charge is calculated on the basis of the tax laws enacted or substantively 

enacted at the end of the reporting period in Ethiopia. Management periodically evaluates 

positions taken in tax returns with respect to situations in which applicable tax regulation is 

subject to interpretation. It establishes provisions where appropriate on the basis of amounts 

expected to be paid to the tax authorities. 
 

b.  Deferred tax 

Deferred tax is recognized on temporary differences arising between the tax bases of assets and 

liabilities and their carrying amounts in the financial statements. However, deferred tax liabilities 

are not recognized if they arise from the initial recognition of goodwill; deferred tax is not 

accounted for if it arises from initial recognition of an asset or liability in a transaction other than 

a business combination that at the time of the transaction affects neither accounting nor taxable 

profit or loss. 
 

Deferred tax is determined using tax rates (and laws) that have been enacted or substantively 

enacted by the statement of financial position date and are expected to apply when the related 

deferred tax asset is realized or the deferred tax liability is settled. 
 

Deferred tax assets are recognized only to the extent that it is probable that future taxable profit 

will be available against which the temporary differences can be utilized. 
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Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset 

current tax assets against current tax liabilities and when the deferred taxes assets and liabilities 

relate to income taxes levied by the same taxation authority on either the same taxable entity or 

different taxable entities where there is an intention to settle the balances on a net basis. 
 

Deferred tax assets and liabilities are only offset when there is both the legal right and the 

intention to settle on a net basis or to realize the asset and settle the liability simultaneously. 
 

3. Significant accounting judgments, estimates and assumptions 

The preparation of the Bank’s financial statements requires management to make judgments, 

estimates and assumptions that affect the reported amount of revenues, expenses, assets and 

liabilities, and the accompanying disclosures, as well as the disclosure of contingent liabilities. 

Uncertainty about these assumptions and estimates could result in outcomes that require a material 

adjustment to the carrying amount of assets or liabilities affected in future periods. 
 

Other disclosures relating to the Bank’s exposure to risks and uncertainties includes: 

 Capital management 

 Financial risk management and policies  

 Sensitivity analyses disclosures 

3.1 Taxes 

Uncertainties exist with respect to the interpretation of complex tax regulations, changes in tax 

laws, and the amount and timing of future taxable income. Given the wide range of international 

business relationships and the long-term nature and complexity of existing contractual agreements, 

differences arising between the actual results and the assumptions made, or future changes to such 

assumptions, could necessitate future adjustments to tax income and expense already recorded. The 

amount of such provisions is based on various factors, such as experience of previous tax audits 

and differing interpretations of tax regulations by the taxable entity and the responsible tax 

authority. 

 

Deferred tax assets are recognized for unused tax losses to the extent that it is probable that taxable 

profit will be available against which the losses can be utilized. Significant management judgment 

is required to determine the amount of deferred tax assets that can be recognized, based                  
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upon the likely timing and the level of future taxable profits together with future tax planning 

strategies. 

3.2 Foreign currency denominated balances 

   30 June 2022 30 June 2021 
Cash and bank balances;   Birr Birr 
USD   204,545                                  -    
GBP   40                    -    
Euro                       20                        -    
Other currencies             1,725.00                          -    
              206,330                         -    

 

3.3 Employees 

The total number of persons employed by the Bank during the year was as follows:         30 June 2022 

                                                                                                                                              Number   

  Total Number of employees                                          396 

4. Contingent liabilities and assets 

4.1 Events after reporting period  
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 30 June 2022 and on the profit for the 

year ended on that date, which have not been adequately provided for or disclosed.  

4.2 Key management compensation  
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 is 

shown.  There were no sales or purchase of goods and services between the Bank and key 

management personnel as at 30 June 2022.                                                                                                                             

                                                                                                          30 June 2022 
                                                                                                                               Birr  
Salary                                    7,760,120 
Other employee benefits        4,555,280 
                                                                          12,315,400 
Compensation of the Bank's key management personnel includes salaries, non-cash benefits and 

contributions to the post-employment defined contribution plans. 
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5. Property plant and equipment’s     
      

 
 Office & other 
Equipment’s  

 Furniture 
& fittings  

 Computer & 
IT equipment’s  

 Motor 
Vehicles   Total  

  Birr   Birr   Birr   Birr   Birr  
Cost:      
As at 1 July 2021           2,129,771     3,936,479          5,745,653                   -       11,811,903  
Additions As of June 30 
2022         20,464,167   29,517,491       105,608,173  

 
50,792,990  

  
206,382,821  

Disposals                      -                       -                       -                        -    
Reclassification                      -                       -                       -                        -    

As at 30 June 2022       22,593,938    33,453,969    111,353,826   
  

218,194,724  
      
Depreciation      
      

As at 1 July 2021              (2,713) 
         

(6,340)          (10,115)  
         

(19,168) 

Charge for the year 2022          (1,848,082) 
       

(2,284,622)        (3,183,911) 
           

(2,514,253) 
       

(9,830,868) 

Disposals                      -                       -                       -    
                       

-                       -    

As at 30 June 2022       (1,845,369) 
     

(2,278,282)     (3,173,796) 
        

(2,514,253) 
    

(9,811,700) 
      

Net book value       20,748,569  
     

31,175,687    108,180,030  
        

48,278,737  
  

208,383,024  
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Purchased  
software 

Software under 
development 

Total 

    Birr   Birr   Birr  
6 Intangible Assets  

   

 Cost:     
6.a As at 1 July 2021                  -                       -                            -    
 Acquisitions      43,075,631             43,075,631  
 Derecognition                  -                             -    
 Adjustments/Transfers to intangible assets                 -                       -                            -    
 As at 30 June 2022   43,075,631                     -             43,075,631  
 Accumulated amortisation      
 As at 1 July 2021                  -                       -                            -    
 Derecognition                            -    
 Amortisation   743,464                  743,464  
 As at 30 June 2022        743,464                     -                  743,464  
 Net book value     
 As at 30 June 2022   42,332,167                     -             42,332,167  
   30-Jun-22 30-Jun-21  
   Birr Birr  
6.b Financing and investment to customers    
 Murabaha revolving facility      60,658,127                     -     
 Murabaha pre-shipment export financing facility    115,757,900                     -     
 Murabaha term financing    496,704,931                     -     
 Qard Al-hassen emergency staff financing      18,473,617                     -     
 Emergency staff      (1,605,657)   

 
Accrued profit receivable on murabaha revolving 
facility       4,512,484    

 
Accrued profit receivable on murabaha pre-shipment 
export financing facility        2,355,158    

 
Accrued profit receivable on murabaha term 
financing   143,733,518    

 Gross amount    840,590,078                     -     

 
Less: Provision for financing and investment as per 
IFRS   (883,003.81)                    -     

   839,707,074                    -     
   30-Jun-21 Fair value  30-Jun-22 
   Birr  Adjustment  Birr 
6.c Investment Securities     
 Equity Investment securities at FVOCI    
 Ethio switch   12,002,000     38,535,555          50,537,555  
   12,002,000     38,535,555           50,537,555  
6.d Right of Use Asset and lease liability 30-Jun-22  30-Jun-21 
 Cost  Birr  Birr 
 Opening Balance                  -              37,791,831  
 Additions    204,410,596                           -    
 Depreciation    (27,487,271)                          -    

 Adjustments                  -            (37,791,831) 

 Closing Balance  176,923,325                          -    
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1.  Financial risk management 
 

1.1 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 investment /financing 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. 
 

1.2 Risk management structure 
'The Board of Directors (The Board) is responsible for the overall risk encountered by the Bank.  

The Board is responsible to approve comprehensives risk management program and policies of 

the Bank. The Board has an oversight role on the proper implementation of the Bank's risk 

management program or policies.  The Board monitors proper implementation policies through 

various reports. 
 

The Senior Management has the overall responsibility for the proper execution and interpretation 

of the risk strategy and implementing principles, frameworks, policies and limits. It is also 

responsible for managing risk decisions and monitoring risk levels and deliberate on reports to the 

Board regarding risk management issues and give timely directions. 
 

The Risk Management Department is responsible for implementing and maintaining risk related 

procedures, independently assesses and monitor the level of risk assumed by the Bank.   Besides, 

the Risk Management Department is responsible for monitoring compliance with risk principles, 

policies and limits across the Bank. It carries out an assessment of risk on periodic basis to monitor 

the Bank’s overall risk, including monitoring the risk of exposures against limits and the 

assessment of risks of new products and structured transactions.  Exceptions are reported, where 

necessary, to the Board’s Risk Committee and the relevant actions are taken to address    
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exceptions and any areas of weakness.   The department works closely with the Management to 

ensure that procedures are compliant with the overall framework.  The department is functionally 

responsible to the Board. Internal audit function among others ensures the effectiveness of the risk 

management function periodically. Internal Audit Function discusses the results of its assessments 

with management, and reports its findings and recommendations to the Board Audit Committee. 
 

ALCO (Asset & Liability Management Committee) is responsible for managing the Bank’s 

financial assets, financial liabilities and the overall financial structure. 
 

1.3 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 model. 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 are 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 measures and monitor the overall risk bearing capacity in relation to the aggregate risk 

exposure across all risk types and activities. 
 

1.4 Risk mitigation 
'The Bank uses various risk mitigating techniques to reduce it’s risk to the level acceptable. Risk 

controls and mitigates, identified and approved for the Bank, are documented for existing and new 

processes and systems. 
 

The adequacy of these mitigates is tested on a periodic basis through administration of control 

self-assessment questionnaires, using an operational risk management tool which requires risk 

owners to confirm the effectiveness of established controls. These are subsequently reviewed as 

part of the review process. 
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1.5 Financing risk 
'Financing risk is the probability that a counterparty of the Bank will not meet its obligations in 

accordance with agreed terms and conditions which may lead to financial loss. The Bank is 

exposed to credit risk due to activities such as financing and investment, financing commitments 

arising from lending activities, credit enhancement provided such as financial guarantees and letter 

of credit. 
 

The Bank adopts a conservative approach to credit risk. Where appropriate, the Bank intervenes 

in the economy and provides guarantees in the financial system to prevent systemic risk. 
 

1.6 Investment/Financing risk exposure 

i. Maximum exposure to investment risk before collateral held or credit enhancements 

'The Bank's maximum exposure to credit risk at 30 June 2022, 30 June 2021 is presented as 

follows 
    

30 June 2022 30 June 2021 
   

 
Birr Birr 

Cash and bank balances    
  1,426,990,918      829,750,293  

Financing to customers    
     689,105,913                          -    

Investment securities:    
       50,537,555                          -    

 - Investment in Equity held though OCI    
                        -                            -    

 - Investment in security designated at amortized cost 
 

                        -     
Other assets    

     212,615,627          26,432,016      
  2,379,250,013        856,182,309  

Investment/Financing risk exposures relating to off balance sheets are 
as follows:   
Letter of credit and other credit related 
obligations 

          8,242,021                          -    

Total maximum exposure   
  

  2,387,492,034        856,182,309  
 

2. 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. 
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2.1 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. 
 

2.2 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.   

 

  30 June 2022 30 June 2021 
  Birr Birr 
Capital    
Share capital     1,341,650,199        871,865,000  
Share premium                          -                            -    
Retained earnings     (146,408,053)       (20,515,253) 
Legal reserves                          -                            -     

    1,195,242,146   851,349,747  
 

3.  Fair value of financial and non-financial instruments 
'IFRS 13 requires an entity to classify measured or disclosed fair values according to a hierarchy   

that reflects the significance of observable inputs. 
 

All assets and liabilities for which fair value is measured or disclosed in the financial statements     

are categorized within the fair value hierarchy, which comprises of three levels as described below, 

based on the lowest level input that is significant to the fair value measurement as a whole. 
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3.1 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 categorized 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 is not based on observable market data 

(unobservable inputs). This category includes all assets and liabilities for which the     

valuation technique includes inputs not based on observable 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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  30 June 2022  30 June 2021 

 Carrying amount  Fair value 
Carrying 
amount Fair value 

 Birr  Birr Birr Birr 
          
Financial assets          
Cash and bank balances  1,426,990,918  1,426,990,918 829,750,293          829,750,293  
Financing and investment to 
customers 689,105,913  689,105,913                          -    

Investment securities         12,002,000   50,537,555                        -                            -    
Other assets       212,615,627   212,615,627       43,782,379            43,782,379  

Total 2,340,714,458 - 2,379,250,013 873,532,672 873,532,672 
          
Financial liabilities          

Deposits from customers    1,586,167,125     1,586,167,125  7,543,643  7,543,643  

Other liabilities       351,844,553        351,844,553  26,432,016  26,432,016  

Total   1,938,011,679  
           

-    
  

1,938,011,679      33,975,660  
          

33,975,660  
 

3.3  Fair value methods and assumptions 
Financing to customers  

'Financing and investment to customers are carried at amortized cost net of provision for 

impairment. The estimated fair value represents the discounted amount of estimated future cash 

flows expected to be received. Expected cash flows are discounted at current market rates to 

determine fair value. 

 

 

 

 

 

 

 

 

 

 

 

38



An n u A l Re p o Rt 2021/22

77

ZAMZAM BANK SHARE COMPANY  

NOTE TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED ON 30 JUNE 2022 

39 
 

    30 June 2022   30 June 2021  
7 Cash and bank balances  Birr Birr 

 Cash in hand                   84,253,748                 2,553,957  
 Deposit with local commercial banks                647,276,745             825,345,437  
 Deposit with National Bank of Ethiopia                684,661,338                 1,850,900  
 Deposit with Foreign banks                                   -                                 -    
               1,416,191,831             829,750,293  
 Maturity analysis    
 Current              1,416,191,831             829,750,293  

 Non-Current                   10,799,087                               -    

               1,426,990,918             829,750,293  
   30 June 2022 30 June 2021 

8 Other assets  Birr Birr 
 Financial assets    
 Staff receivable                          55,512                      60,000  

 Medical insurance receivable                        180,040                               -    

 Advance payments                   10,933,570                 3,286,800  

 Miscellaneous receivable                        207,666                 1,070,041  

 Outward doc.bill purchased                   13,336,913                               -    

 Accrued income receivable                   11,914,633                               -    

 Eth-switch receivable                          75,777                               -    

 Receivable fm branch under etab.                   11,648,410                    902,396  

 Claim for ho and branches                                   -                        57,200  

 Miscellaneous receivable- fcy                            1,052                               -    

 Western union receivable                         218,940                               -    

 Differed charge (core banking cost & CTS)                     9,166,534                    124,204  

 Gross amount                   57,739,047                 5,500,641  

 Less: Provision for other Financial Asset                    (440,125)                              -    

 Net amount                   57,298,922                 5,500,641  
 Prepaid insurance                        201,383                               -    

 Prepaid staff expense                     1,605,657                               -    

 Inventory                     2,908,504                    278,955  

 Non-Financial asset                     4,715,544                    278,955  
 Total non-financial assets                   62,014,466                 5,779,596  

 Right use of Asset                  176,923,325               38,002,783  

 Right use of Asset                  176,923,325               38,002,783  

 Total other assets                 238,937,791               43,782,379  
    30 June 2022   30 June 2021  
8.a Investment on Mudarabah  Birr Birr 

 Mudarabah Investment                 350,000,000                               -    

                  350,000,000  
                             -    
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30 June 2022 30 June 2021 
9 Deposit from customers  Birr Birr 

     
 Amana deposits             767,361,634               2,318,799  
 Wadiah deposits              768,106,786              5,224,844  
 Fixed term deposits               50,698,706                              -    
            1,586,167,125              7,543,643  
 Maturity analysis    
 Current                                 -                 7,543,643  

 Non-Current                                 -                                -    
            1,586,167,125            7,543,643  
10 Other liabilities   30 June 2022   30 June 2021  

   Birr Birr 
 Financial liabilities    
 Pension Contribution Pay                 1,148,811                  431,494  
                  1,148,811                  431,494  
 Non-financial liabilities    
 Employee income tax payable                 2,415,671               1,619,042  
 Withholding tax payable                 1,084,458                 967,219  

 Stamp duty tax payable                  1,934,480                              -    
 Technical service payable                    437,391                             -    
 Vat payable                     437,391                              -    
 Accrued leave payable                 3,518,884                              -    
 Margin held accounts-lc                 4,161,811                              -    
 CPO payable                    628,200                              -    

 Eth-switch reconciliation                 1,094,850                              -    

 Eth-switch payable                        6,849                              -    

 Block account payable   6,425                              -    

 ATS payable  -                                -    

 Payable to guarantee beneficiary                  8,879                              -    

 RTGS return payable                    370,207                              -    
 EFDARS registration fee payable  500                              -    
 Staff payable                   227,916                   40,173  

 Exchange commission payable to NBE - TT     13,255                 -    

 Credit reference bureau payable                        7,900                              -    

 Miscellaneous                 31,706,130             23,374,088  

 Cash collateral for guarantees                    974,974                             -    

 Vendor payable             115,983,512                              -    

 Interbranch payable                   3,354,711                        -    

 Lease Liability           32,750,541                              -    

 Unearned income on guarantees                   1,366,470                             -    

 Claim for ho and branches  3,407,373                           -    

   205,898,776          26,000,522  

 Total other liabilities             207,047,588  26,432,016  
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The bank has not recognized yet the perpetrating expenses as per the requirement of the tax 

proclamation due to approval not completed by NBE as at the reporting date. However a total of 

birr 20,515,253.33 loss has been brought forward and included in the accounts of the current  

period. 
 

10.a Unearned profit UID for Murabaha                144,796,966                               -    
 

This represents profit margin accrued on financings that will be collected in the future 

Maturity analysis    
Current  207,047,588             26,432,016.10  

Non-Current  
               

144,796,966                                        -    
  351,844,554 26,432,016.10 

 

Other Reserve 

The other reserve includes the fair value gain/loss on equity instruments classified at FVOCI and 

remeasurement gains/losses on defined benefit obligations of the Bank. 

 

  30 June 2022 
Birr 

30 June 2021 
Birr   

Opening Balance                       -                            -    
Reclassification of defined Benefit plan                        -                            -    
Fair Value gain of Equity Instruments      38,035,555                          -    
Remeasurement loss on defined benefit plans(net of tax)                       -                          -    
      38,035,555                          -    

 

 

   30 June 2022 30 June 2021 
11 Share capital  Birr Birr 

 Subscribed                                 -                            -    
 Ordinary shares of Birr 1000 each  1,683,651,000  1,683,651,000  
 Issued and fully paid:    
 Ordinary shares of Birr 1000 each           1,341,650,199  871,865,000  
 Share premium                                -                            -    

           342,000,801  
             

811,786,000  
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12 Income  30 June 2022 30 June 2021 
   Birr Birr 
12.a Murabahah     
 Profit Income From Murabahah Financing                 6,850,446                          -    

                   6,850,446                         -    
12.b Other Income    
 Profit Income From Mudarabaha Investment              32,755,114                        -    
 Commission and service Income                     368,013                          -    

 Sundries                     946,479                19,500  

            34,069,605.39           19,500.06  

   

 
 

30 June 2022 30 June 2021 
13 Salary and benefit  Birr Birr 

 Professional staff salaries                 52,275,306           9,673,662  
 Contract staff salaries                  6,119,713                 5,000  
 Housing allowance                 8,756,697           1,295,534  
 Representation allowance                 1,559,797              623,129  
 Transportation allowance                14,750,891     1,152,720  
 Transportation allowance                 3,570,593                          -    
 Leave pay expense                     230,258                         -    
 Cash indemnity allowance                       40,206                         -    
 Special allowance                     286,294           50,715  
 Pension contribution  5,461,778              806,516  
 Medical expense                    614,665                  8,830  
 Training & education                    388,309              139,377  
 Mobile allowance                     122,555                 8,200  

 Staff Benefit expense                     271,280                          -    

                 94,448,343         13,763,683  
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14 Other operating expenses  30-Jun-22 30-Jun-21 
   Birr Birr 
 Advertisement and promotion              6,064,605                  323,600  
 Depreciation              9,491,916                             -    
 Amortization expense                 743,464                             -    

 Rent expense                           -              3,759,102  
 Per - diem & travel expense                 806,373                           -    
 Petrol and oil                 515,918                 94,225  
 Audit fees                 188,185                            -    
 Bank forms              1,296,045                 21,149  
 Cleaning supplies                 332,462                 24,293  
 Consultant fee              1,975,088               318,812  
 Correspondent bank charges                 173,566                            -    
 Donations and contributions                 585,000                            -    
 Water and electricity bill                   65,604                            -    
 Entertainment                 769,371                    2,001  
 Inauguration              1,203,795            1,218,870  
 Legal                     2,460                            -    
 Maintenance  & repairs - computer              1,119,498                            -    
 Maintenance & repairs - equipment & furniture                 389,555                            -    
 Maintenance & repairs - motor vehicle                 204,946                            -    
 Maintenance & repairs - premises              2,239,342                    2,700  
 Money insurance                           -                    42,184  
 Motor vehicle inspection & circ. Fees                   22,222                            -    
 Municipal sanity fees & taxes                     3,000                            -    
 License fee    144,390                  18,000  
 Postage                   15,053                    1,020  
 Property insurance                 985,850                            -    
 Stationery              4,399,895                  26,324  
 Subscription                 324,410                   2,880  
 Telephone                 225,822                  99,729  
 Transportation              5,222,023                266,996  
 Wages              4,560,070                104,091  
 Swift                 243,950                            -    
 Internet and broad band fee              1,118,995                    9,250  
 Bad debt expense - for financing              6,915,946                           -    
 It support charges                 782,250                  30,786  
 Stamp duty expense                 803,013                            -    
 Penalty expense              1,706,570                            -    
 Funeral expenses                     1,300                            -    
 Uniforms                 677,435                            -    
 Sundries                 841,080                  57,712  
 Fixed asset below 1000                 374,734                  23,430  
 Business events and meetings expense               2,229,367                            -    
 Bad debt expense - for receivable                   21,584                            -    
 Loss on foreign exchange valuation                 232,428                            -    
 Prior year expense                 300,615                            -    
 Board of directors fee              2,640,000                            -    
 Depreciation for right use of asset            27,487,271                            -    
 Profit expense on lease liability/retained earning             2,095,026                            -    
             92,541,493               6,447,152  
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15 Prudential presentation   
 

 
30 June 2022 30 June 2021 

 Financing Birr Birr 
 Total impairment on Financing and investment based on IFRS 6,915,946                      -    

 
Total impairment on Financing and investment based on NBE 
Requirement 883,004                       -    

 Variation( Amount transferred to Regulatory Risk Reserve) 6,032,942                      -    
 Other Assets 

  

 Impairment on other asset based on IFRS for the period 440,125  - 

 
Impairment on other asset based on NBE Requirement for the 
period 21,584  - 

  418,541  -  
 Total transferred to Regulatory risk reserve 5,614,401  -  

 

16.   Related party transaction 
A number of transactions were entered into with related parties in the normal course of business. These 

are disclosed below: 

 
Nature of relationship 

  
 30 June 2022   30 June 2021  

Birr Birr 
Transactions with related parties    
Financing and Investment Board Member 149,640,000                        -    
Remenuration fee Board Member  2,640,000                          -   
  152,280,000                          -    

 

17.   Contingent liabilities 
 

The Bank conducts business involving issuance of various bid bond, performance bonds and advance 

payment guarantees. These instruments are given as a security to support the performance of a 

customer to third parties. The Bank also issued letter of credit facilities to importers, which created 

commitment to the Bank to settle the obligation in foreign currency when the L/C documents are 

clearly presented to the Bank and recover the amount from customers in local currency. 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. 
 

The table below summarizes the fair value amount of contingent liabilities for the account of 

customers: 
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Claims and litigation 

The Bank is not a party to any legal actions brought by any person as at the reporting date 
 

Guarantees and letters of credit 

The Bank conducts business involving performance bonds and guarantees. These 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. 
 

The table below summarizes the fair value amount of contingent liabilities for the account of 

customers: 

 
30 June 2022 30 June 2021 

Birr Birr 
Letters of credit     8,242,021   
     8,242,021    

 
18. Other Reserve 

 
The other reserve includes the fair value gain/loss on equity instruments classified at FVOCI and 

remeasurement gains/losses on defined benefit obligations of the Bank. 
 

  30 June 2022 30 June 2021 
  Birr Birr 
Opening Balance   -     -    
Reclassification of defined Benefit plan                    -                             -    
Fair Value gain of Equity Instruments    38,535,555                           -    
Remeasurement loss on defined benefit plans(net of tax)                    -                            -    
   38,535,555                           -    

 

19.  Events after reporting period 
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 30 June 2022 and on the profit for the 
period ended on that date, which have not been adequately provided for or disclosed. 
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