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Hruilla
Established in 1942.
The first bank to Introduce Automated Teller Machine (ATM) to Ethit
Introduced Western Union Maney Transfer Services to Ethiopia. i
Had 380 branches across the country by June 2011.
Plays a catalytic role in the economic progress and development of the country.

Has about 2.8 million account holders.
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bilateral key arrangement with 712 others.
# Leading African bank with assets of Birr 114.2 billion as at 30%" June 2011.

To Become a World-Class commercial Bank by the year 2025

. | oy
*mm committed to realizing the needs of stakehoiders through enhanced

nicial intermediation globally, and supporting national development
deploying highly motivated, skilled and disciplined employees
state-of-the-art technology. We strongly believe that winning the
e Is the basfs of our success.

Combines wide capital base with 10,753 talented and committed employees.

Strong correspondent relationship with 40 renowned foreign banks and a SWIFT



mmﬂfﬂﬂrﬂﬁin national development endeavors
of Ethiopia and other countries in which we do

= We care about the welfare of the society and the environment,
2. Customer Satisfaction
= We strive to excel in our business and satisfy customers.
3. Quality Service
_-;} w& are committed to ni'rﬂang quality service to customers and aspire to
‘be branded as quality service providers in the minds of our customers
and the general public.
a. Innovation |
= We encourage new Ideas that can improve customers’ experiences and
the performance of the Bank,
5. Teamwork
= We recognize the importance of teamwork for our success.
=+ We respect diversity of viewpoints.
6. Integrity
- We are committed to the highest ideals of honor and integrity.
7. Employees .
= We recognize our employees as valuable ﬂrganlmﬁum_] TESOUrCces,
8. Public Confidence
—» We understand that the sustainability of our business depends on our.
ability to maintain and build up public confidence. ol




COMMERCIATNBANKIOEIETHIOPIA

— s — L i

4 H.E Atn Abay Tsehaye @ Ato Filoru Dessalegm
Board Member Baard Wemiher




EORRDIOFIBIRECTORS




COMMERCIAINBANKIOFIETHIOPIA




THEIPROCESSICOUNCIL




KEY FIGURES!

£738.10
2,862.90
114,265.10

74,615.50
108,003.60
85,159.90

6,261.50

—

10,753




Messagelof theIPresidents -

| am very pieased and greatly honored to announce
to all stakeholders the historic achievements of the
Commercial Bank of Ethiopia (CBE] during the fiscal
vear 2010011, The gross profit of the Bank reached an
#ll-time high of 42 billion Bire. This is an unprecedented
leved of profit in CBE's 858 years existence.

The Ethiopian economy continued to perform stronghy
fior the eighth successive year, The overall GDP grew by
11.4%, mainly driven by the good agricuttural produc-
tion, local and foresgn investment in the constrection
sector, agno-processing and manufacturing as well as
large government investments in infrastructure and
social zeniices. This high growth performance was
achieved despite challenges such as high inflation.

The CBE, which is the leading player in the domestic
banking industry, has seized the opportunities
provided by the favorable economic growth and
consequently, the total income of the Bank reached Birr
7 hilfion, which was up by Birr 2.5 billion (55.6%) when
compared with the performance of the previous year.
At the end of the fscal year being reviewed, the total
assets of the Bank stood at Birr 114.2 billion, while total
deposit reached 85.2 billion Blrr, thus reflecting 2
55.7% growth over the preceding year's deposit level.
On the other hand, the overall expense of the Bank
reached Birr 2.8 bilbon. showing an increase of 63.5%
largely due to the substantisl business expansion
successfully achieved by the CBE during the fiscal year,

The Barnk has demonstrated its commitment to reach-
ing out large potential customers and the public by
openng 160 additional branches across the country
during 20010/11 EY. The opening of these branches
enables the bank to widen its customer base and scale
up deposit mobilization efforts.

The CBE has also been undertaking two major projects
that are expected to bring zbout transformatian in its
service delivery and - overall performance These are
Information Technology (IT) and Human Resources
Development [{HRD) projects. The Card Banking
companent of the IT project has already entered the
implemeantation phase while the integrated core bank-
ing solution is wall underway and would be finalized-
during the first hatf and Go-Live by the second half of
20MAZEY

The CBE concluded an agreement with the Frankfurt
School of Finance and Management for the develop-
ment of its HRD strategy on fanuary 1, 2011. The grand
objective of this strateqgy is to enhance the professional
quality of the staff and service standards of the Bank to
a world-class level.  The strategy document prepared
as par the agreed schedule is expected to enter imple-
mentation phase during the 2001112 EY.

By and large, 2010011 EY was a very successful year for
the CBE. As wsual, our customers who continued to
prefer our services have been the key driver for the
wiccesses registered during the year under review,
| would, therefore, like to extend my deepest apprecia-
tiens and gratitude to our esteemed customers

At this juncture, | would also like to take this opportu-
nity to sincerely thank the Board of Directors of the CBE
Tor the visionary leadership provided, and the employ-
eex of the Bank for their coptinued persistency in their
commitments and dedication of their entire energy
and skill to the service of their bank.

With the continuing support of our esteemed custom-
ers and the commitment of the staff, | am very confi-
dent that we will have no difficulty in achieving higher
achievements in the years to come and in realizing our
vision of becoming a word-class commercial bank by
the year 2025,

Bekaty Tefeke
Fregident




1.1. Global Economy

The global economy showed recovery, with relatively modest growth in the developing countries and
rather weaker performance of the developed economies. Emerging Asian countries, Central and Eastern
Europe, the Commonwealth of Independent States, Latin America and sub-Saharan Africa managed to
perform betier than the developed countries. Unemployment remains high in many advanced econo-
mies, with the United States and the Euro area registering close to 8% and 10%, respectively,

World trade of goods and services expanded by almost 12 percent, of which the lange share in trade of
manufactured goods went to the Asian economies, and continues to lead the recovery. Commaodity-
exparting develoning countries experienced a strong recovery in the value of exports, owing to a signifi-
cant upturn in primary commodity prices, but did not see much growth in volurne of exports.

The profected global growth for 2011712 is 4% percent, with the advanced economies growing at about
2% percent and the emerging and developing economies at 6% percent. Growth of world trade is
expected to be moderate at anound 7% in 2011 and 2012 with emerging economies continuing to see
robust trade growth.

1.2 The Ethioplan Economy

The Ethiopian economy cantimied to perform well for the eighth successive year. In 2010/11, GOP grew
by 11.4%, mainly supported by the expansion of the agricuftural produwction, local and foreign invest-
menks in the construction, agro-processing and other manufacturing sectors as well as large governmeant
investments in infrastructure and social services, Growth rates of agriculture, industry and service sectors
were 9%, 15%, and 12.5%, respectively, and made the major contribubions to the oversil high GDP
growth,

The expart settor also witnessed a robost growth during the fiscal year under review, Overall export
value was 2,747.1 billion USD, registering a substantial growth of over 37.1 percent against the total
export revenue of 2.003.1 billion USD in the previous year. The export of coffee, sesame and gold
showed substantial growth during the year, largely because of supply increase and better world prices
for the commuodities. The effort to diversify export by including flower and promoting high yielding prod-
ucts like oilseeds and pulses during the past decade has also contributed to the rise in export value.
Conseguently, the share of coffee has declined from about 57% during the 90s to around 31% In
2010/11.

Monetary policy was somewhat expansionary. Broad money supply reached Birr 145.1 biflion as at the
end of 2010/11 due to the respective increases in all its components, This indicated a growth rate of 39.3
percent comparad with the preceding year.

Infiation was a challenge to the Ethiopian economy in 2000/11. The annualized moving average general
inflation rate ciimbed to 18.1%, which was significantly higher than the comesponding annual average
rate of 2.8 % recorded in 2010. Food inflation rate increased by 15.7% compared with the preceding
year, while nonfood inflation rate increased to 21.8% in 2011 compared with the 18.2% recorded in
2010,

On the whole, the Ethiopian economy has shown good performance, with positive effects an the perfor-
mance of the financial sector in general and that of the Commercial Bank of Ethiopia in particular.




2.1. Financlal Position
2.1.1 Net Interest Income

The net-interest income of the Bank rose to Birr 2.96 billion in 2010/11, up by 48.3% from the 2 billion
Birr in 2009710, mainly due to a higher growth of interest income than interest expenses.,

The aggregate interest income grew by 48.8% to Birr 4,081.5 millkon in 2010/11. The growth was largely
atiributed to the increéase in the overall disbursement of loans and advances. Interest expense also
made substantial increase {50.1%) owing to the large expansion in the deposit base of the bank, including
interest bearing deposits.

2.1.2 Net Interest Margin

The net interest margin for the year 2010/11 jumped from the 3.4% in the preceding fiscai to 4%.

MNet Interest Income {Mn. Birr)
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2.1.3. Non=Interast Income

Non-interest income accounted for 41.6% of the total income. During the year under review, total
nen-interest income was Birr 2.9 billion, 66.3% higher than the previous year, This was mainly due to
the surge in income from service charges. Consequently, non-interest income continued to contribute
considerably to the total income of the Bank.

2.1.4 Total Expenses

In the fiscal year under review, the total expenses of the Bank reached Birr 2,756 million, showing a close
to Birr 1,070 miilion (63.5%) increase over the preceding fiscal year. Both interest and non interest
expenses made substantial contributions, owing to mainly the large deposit base expansion and the
opening of 160 branches during the fiscal year




Trends in Expenses (in millions Birr)
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2.1.5 Operating Profit

The total income of the Bank for the fiscal year 2010/11 stood at Birr 7 billion, registering a growth
of 55.6% compared with Birr 4.5 billion in the preceding year. This was mainly explained by the
remarkable growth in interest and non-interest incomes. The total expenses of the Bank went up
from Birr 1,686.1 million in 2009/10 to Birr 2,756.1 million in 2000/11, largely due to the 74%
increase in non-interest expenses. The operating profit of the Bank withessed robust growth for the
successive year and reached Birr 4.2 billion. This is a 50.9% growth compared with the preceding
fiscal year. The net profit of the Bank stood at about Barr 2.9 billion, showing a 45.5% growth
against the previdus fiscal year.

1 Profit (Mn. B

2007/08 2008/09 2009/10 201011
Year




2.1.6 Earning Capacity

Return on Assets (Rof) increased from 3.8% in 2009/10 to 4.4% in 2010/11, indicating jarge and
continued improvement on asseb utilization of the bank, Return on Eguity {RoE), on the other
hand, increased from 51% in 2009/10 to 71% in 2010/11. The high level of RoA and RoE also
indicated the continued robustness of the Bank in its profitability.
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2.2. Balance Sheet Analysis

2.2.1 Asset Structure

The total asset of the Bank grew by 54%, and reached Birr 114.2 billion during the fiscal year under
review. The major acoount categories that pushed the asset balance up were coupon and corporate
bonds, placement with other banks as well as loan and advance to customers.

Moreover, the asset quality of the Bank has been showing successive improvements over recent
years. The Non Performing Loans {(NPLs) ratio shrank to 0,86%, mainly as a result of the reduction
of NPLs stock and to some extent due to increased level of outstanding loans. The conbinued high
domestic ecoromic performance has notably led to a general improvement in the loan repayment
capacities of customers.

2.2.2 Loan Portfolio

At the end of the fiscal year 2010/11, the total outstanding loans and advances of the Bank rose
by 46.7%, reaching 74.6 bilion Birr. While outstanding loans to customers grew by about 50%,
loans to the corporate sector went up by 44%.




Outstanding Loans and Advances by Sector {Mn. Birr)
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The amount of fresh loans disbursed to the various economic sectors during the review year was
Birr 35.9 billion. This consbtuted an increase of 86.4% when compared with the level in the preced-
ing year.

Trends in Loans Disbursement, by Sector (Mn. Birr)
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Trends In Loans Collection by Sector (Mn. Birr)

' 2010/11 2009/ 10 | 9% Change
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The total loan collection of 2010/11 reached Birr 17.6 billlon, showing an increase of 71.8% over
the preceding fiscal year, This large increase was attributed mainly to the large loan collections
from disbursement effected during the year under review.

2.2.3 Llabllities

The total liabilities of the Bank excesded that of the previous year by 57.4%, reaching Birr 108
billion during the year under review. The opening of 160 branches to mobilize deposits across the
country in the fiscal year, together with the public confidence it has won in the close to 7 decades
of its operation, and the favorable business environment have heiped the Bank to command a large
deposit base. During 2010/11, the Bank's total deposit reached Birr 85,2 billion, registering a
growth of 55.7% compared with that of the preceding year. This level of additional deposit is the
highest in the Bank's history.




Demand deposits increased by 65.1% when compared with the level in the preceding fiscal year.
Similarly, savings deposit grew by 42.1% to reach Birr 31.1 billion, and fixed time deposit by
57.4% to reach Birr 1.56 billion. The ratio of demand deposits to total deposit stood at 61.6%,
slightly higher than the 58.2% level in the previous yvear. On the other hand, the share of savings
and fixed time deposit were 36.5% and 1.8%, respectively.

Deposit at Year-end (Mn. Birr)

52,4989

31,0062
1,564.8
B5,159.9

2.2.4 Capital Adequacy

CBE's capital and reserve increasad from Birr 5.5 biflion in 2009/10 to Birr 6.3 billion in 2010/11.
The risk weighted capital adequacy ratio stood at 11.5%, somewhat lower than the previous year
but still well above the B% minimum requirement. The growth in capital and reserve further
refiected the Bank's continued financial strength.

Capital and Reserve (Mn. Birr)




2.3. International Banking

Having maintained good and long lasting business relationship with many prominent banks around
the world, the CBE has continued to earn a significant income and profit from its foreign banking
operations. In 2010/11 F.Y, the aggregate income earned from foreign banking operations stood at
Birr 2.7 billion, surpassing the level recorded in the preceding year by S50%.

The value of the letters of guarantee |ssued and settied in 2010/11 F.Y rose by 107% and 2.6%,
respectively. Compared with the preceding year, the import letters of credit cpened and settied
during the reporting year went up by 83.3% and 59%, respectively. On the other hand, the value
of export documents negotiated on a collection basis and at sight grew by 67% and 123.6%%,
respectively. The value of the export letters of credit received also went up by 93.5% during the
year being reviewed.




Selected Performance Indices of the Forelgn Banking Operations (Mn. Birr)
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2.4, Human Resources

Cognizant of the fact that strengthening human resources is central to organizational success, the
CBE concluded an agreement for the development of its human resources development sirategy
with the Frankfurt Schoal of Finance and Management on January 1, 2011, The strategy document
was prepared as per the agreed schedule and is expected to enter the implementation phase in the
coming fiscal year.

Meanwhile, the CBE has continued its efforts towards strengthening its human capacity by provid

ing various on-and off-the-job training, recruiting additional new and trained employees as well as
retaining existing staff through devising different incentives and benefit packages. Accordingly, the
Bank recruited 2,473 permanent employees during the year under review. The staff strength of
CBE was thus raised to 10,753 by the end of the F.Y. =

With the objective of enhancing the expertise and professionalism of its employees, a total of 5,705
empioyees were offered various training programs, including technical, induction and manage
ment, and knowledge sharing as well as training on core banking solutions,




As the success of the Bank highly depends on the guality of its human resources,
large emphasis will continue to be placed on recruiting qualified professionals and
training the existing staff. In doing so, the Bank is committed b©o ensuring that its
workforce is equipped with the appropriate managerial and technical knowledge.

2.5. Business Development

The CBE has aggressively expanded its branch network, and a ftotal of 160
branches were opened during 2010/11 fiscal year alone. Many of its existing
branches also expanded their services via opening additional windows, Conse-
guently, the customer base grew significantly, reaching 2.B million at the end of
June 2011, In addition, 42 ATMs went operational at the end of June 2011 within
the major city branches, hotels, airport and commercial centers in Addis Ababa,
providing 24/7 services for both domestic and VISA ATM card holders.

Apart from increased accessibility, impressive progress was also registered during
the fiscal year with respect to the IT projects such as card banking and integrated
banking. solution, and the instaliation of infrastructures. The mobile top up and bl
payment services have been on testing phases. Certificaton of intermational VISA
card acquired wvia POS terminals and pilot production has also been underway. As
the card banking project is mow completed, Full implementation is expected to take
place during the early 2011/12F.Y. The core banking solution is also scheduled to
go live starting the second half of the coming year.
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FINANCIAL STATEMENTS OF

We have audited the financial statements of Commercial Bank of Ethiopia and of the Group
sat put on pages 2 to 38 which have been prepared under the historical cost convention
and the accounting policies set cut on pages S to 11 These financial statements are the
responsibility of the Bank's directors. Our respansibliity is to express an independent
opinion on the financial statemanis basad on our audit

We conducted our audit in accordance with Intemational Standards on Auditing issued by
the Intarnational Auditing and Assurance Standards Board of the International Federation of
Accountants. These Standards require thal we plan and perform the audit 1o obtain
reasonable assurance that the financial statements are free of material misstatement. An
audit Includes axamining on a test basis svidence supporting the amounts and disclosures
in the financial statemants, An audit also includes assessing the accounting principles used
and significant estimates made by management as well as svaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our

apknion

In forming our opinion, we have considared the matter described in note Z8(E)I0 to the
financial ststements conceming the unasudited accounts of CBE Southern Sudan Limited-
Juba Branch for the period from 1 January 2011 to 30 June 2011, In view of the
significance of this, we consider that it should be drawn to your aftantion, but our opinion is
nol gualified in this respact.

In aur opinion, the financial statemants prasent fairly the financial positions of Commercial
Bank of Ethiopia and of the Group at 30 June 2011 and the results of its operalions and
cash flows of the Bank and of the Group for the year then ended in accordance with
Intemational  Financial Reporting Standards issued by the International Accounting
Standards Board.

21 November 2011
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COMMERCIAL BANK OF ETHIOPIA
BANK STATEMENT OF FINANCIAL POSITION
AT 30 JUNE 2011
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The notes on pages 32 to &1 form an integral part of these fingndal statements.




COMMERCIAL BANK OF ETHIOPTIA
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2011
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The notes on pages 32 to 61 form an integral part of these financial statements.




COMMERCIAL BANK OF ETHIOPIA
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2011

The notes on pages 32 to 61 Torm an integral part of these financial statements.




COMMERCIAL BANK OF ETHIOPIA
BANK STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 310 JUNE 2011

The notes on pages 32 to 61 form an integral part of these financial statements.




COMMERCTAL BANK OF ETHIOPIA
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2011

29(a) 12,823,037.277

The notes on pages 32 to 61 form an integral part of these financial statements.




COMMERCIAL BANK OF ETHIOPIA
BANK STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2011

The notes on pages 32 to 61 form an integral part of these financial statements.




COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2011

SIGNIFICANT ACCOUNTING POLICIES

The following are the major accounting polictes adepted by the Bank. These policies are consistent with
those applied in the preceding year.

a)

)]

)

Basls of preparation

1 These financial statements have been prepared in compliance with Intemational Finandal Repaorting
Standards. They are prepared under the historical cost convention.

i) Al amounts in the financial statements are expressed in 8arr;

Consolidation principies

1} Subsidiary
Subsidlares are enterprises controlled by the Bank. Control exists whan the Bank has the power,
directly or indirectly, to govern the financtal and operating policies of an enterprise so as to obtain
econamic benefits from its activities. The financlal stabements of subsidiary are Included In the
consolidated financal statements from the dabe montrod commences wntil the dabe control ceases.

The consolidated financial statements Incorporake the financial statements of the Bank and of
Its subsidiaries for the year ended 30 June 2011. The subsidiaries are shown in note 10.

All Inter-company balances and transactions are eliminated on consolidation.

i) Assocates
Associates are enterprises im which the Bank has significant influence, and are neither subsid
laries nor joint ventures. The Bank's Investmeant in associates ts accounted for in the consolidated
finandal statements using the equity method. The Bank's assocates are shown in nobe 11,

valuatien of assets and labilities

1} Assets and liabilitkes denominated in foreign currencies are transiated into Birr at the
exchange rates ruling at the date of statement of financial position,

Al major financial assats are measured at fair value.




COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE FINANCIAL STATEMENTS (continued)
30 JUNE 2011

)

d)

waluation of assets and liabilities {contimueed])

1]

1]

)

Impairment losses on loans and advances

Loans and advances ara shown at the gross amount adfusted for any proviston for Impatrment
losses. A provision for loan Impalrment is established If there s obiective evidence that the Bank
will not be able to coflect all amounts due according to the ofginal contractual terms of the loan.
The amount of the provision |5 the difference bebween the carrylng amount and the estimated
recoverable amount.

In addition, a general pravision is made based on management's assessment of the inherent risk
tn the loans and advances portfolio.

when a loan s deemed uncollectible, it Is written off against the related provision far Impalrmeant.
Subsequent recoveries are credited to the proviston for loan lesses n the income statement.,

Property and equipment

Bulldings, fatures, fittings and office equipment, motor vehicles, computers, accessores and
saoftware ane skated at cost less accumulated depreciztion and imparment losses.

Depreclation ks charged on 2 strakght-line basls over the estmated useful hves of the assets.

Y
Bulldings 5
Fixtures; fittings and office equipment 10
Mator vehidles 20
Computers and accessores 10
Computer software 20

Gains and losses on disposal of property and equipment are determined by comparing the
proceeds on disposal and the canrying amount of the respective tem and are taken Inte account
I determining opersting profit.

Stocks

Stocks ame stated at cost less any provision for impabmment.

Recognition of finenctal assets and financial labilities.

The Bank recognizes a financial asset or # financial lability on 1t statement of financial position when,
and only when, It becomes a party to the contractual pravisions of the instrument, & finandal asset Is
derecognized when, and onfy when, the control over the contractual rights s lost. & finandal hiability 1=
derecognized when, and only when, it is extinguished.




COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE FINANCIAL STATEMENTS (continued)
30 JUNE 2011

g) [ncome recognition

Income i5 recognized in the peried In which it s eamed. When a lending account  becomes non-
performing, interest ts suspended and sxcluded from ncome until it 1= received. Howaver, it fs
computed and shown in the memorandum acoount.

f) Deferred Income tax
Deferred tax s provided, using the labdity method for 2ll temporary differences arising between
the tax bases of assets and liabilities and their carmying values for financlal reporting purposas.
Currently enacted tax rates are used bo determine deferred income tax.

gl Employes benefits

Bank employees are eligible for retirement benefits under 2 defined contribution plan. Contribu
tians to the defined contribution plan are charged to the Income statement as Incurred.

h] Trust Funds
The Bank and its subsidiaries act as trustees and In other fiduciary capacities that result in the
hotding or placing of assets on behalf of individuals, trusts, retirement benefit plans and other
Institutions. Assets held in trust are not Included In the statement of financial positien of the Bank
and Its stbsidiaries.

1}  Abbreviations

CBE stands for Commercial Bank of Ethiopia, CN stands for Commerdal Nominees Private Limited
Company and 551 stands for CBE - Southern Sudan Limited.




COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE FINANCIAL STATEMENTS (continued)
30 JUNE 2011

4., CASH AND BANK BALANCES

The cash reserve is non-interest eaming and Is based on the valee of deposits as adjusted for National Bank of
Ethlopla reguirements. Ak 30 June 2011, the cash reserve requiremant was 15% of the eligible deposits. These
funds are not available to finance the Bank's day-bo-day operations.

3. INVESTMENTS IN GOVERNMENT SECURITIES




COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE FINANCIAL STATEMENTS (continued)

30 JUNE 2011

4. COUPON BONDS WITH DEVELOFMENT BANE OF ETHIOPLA AND REGIOMAL STATES

Group and Company

Represent non-negotiable 6% secured bonds bought from Development Bank of Ethiopla (DBE). Interast is to
be repaid by DBE semi-annually while the principal Is to be repaid over a period of ben years. The Bank has
also bowght non-negotiable 6% secured bonds from five regional states and two city governments. Interast is:
to be repatd semi-annually while the principal s to be repaid over 3 period of 10 years from date of Issuance.

Both Interest and principal have one year grace period.
s _

55,565,970
164,821,151

1,807,135, 386

B,990,583,023
10,797,721,409.

5. CORPORATE BOMDS

Groug and Company

Represent non-negotiable 6% secured bonds worth Birr 29,600,000,000 bought from Ethiopian Electric
Power Corporation. Interest is to be repaid semi-annually while the prindpal 1s o be repald over a period of
ten years after a grace period of ane to three years,




COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE FINANCIAL STATEMENTS (continued) 30 JUNE 2011

6. PLACEMENTS WITH OTHER BANKS

a] These are made up ofr-

b} The deposit with the EXIM Bank of China represents USD 284,368,041 kept in a blocked acoount as CBE
ts the administrator of the botal loan of USD 495,222,760, granted by EXIM Bank of China to the Ethi-
oplan Electric Power Corporation (EEPCD) and Muger Cement Enterprise (MCE), The sald lsans are
repayabie by EEPCO and MCE to CBE In Birr aver a pertod of ten years. As a resuit of the above blocked
accaunt, the National Bank of Ethiopia (NBE) has deposited Birr 3,631,348,500 with CBE and same is
shown as payabla to NBE under the other Babilities account {nots 18],

7. LDANS AND ADVANCES TO BANKS

8. LOANS AND ADVANCES TO CUSTOMERS

28,923,623, 798
2,875,432 788
33,574, 506,170
33,092,573,459
B,164,333,870
8,284,103 147
17,040,371,966
3,623,775,476
33,092 573 459
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NOTES TO THE FINANCIAL STATEMENTS (continued)
30 JUNE 2011

B. LDAMNS AND ADVANCES TO CUSTOMERS [continuwed)

b} Mowement in provision for iImpatrment losses

444,163,929
458,073,934
{20,305,152)
BB1,332,711

c] oOf laste, the loans that the Bank has been giving out have increased drastically and the outstanding loan
balances have reached Birr 33 billion currently, thereby increasing the risk of full repayment of the lpans
and advances eventually. In order to mitigate future losses In this respect, the management of the Bank
dedded to Increase the provision for lsans and advances by Blr 458,073,934 and ralsed the tokal provision
to Birr 881,932,711 in the year under review, which is actually In excess of the mintmum level of the
provision that would be required as per the directive of the National Bank of Ethiopla by Birr 412,119,384,

d} Type of loans and advances

7,836,769,108
’ mtmrm

_3,481,588,773

2] Interest on non performing loans and advances

In accordance with guidelines issued by the Mational Bank of Ethiopla, when an account becomes
non-performing, Interest is not recognized. Swuch interest is held in a2 memorandum account off the
statement of financial position. As at 30 June 2011 such Interest amounted to Birr 172,476,000
(2010 = Berr 229,344,993,

9. OTHER ADVAMCES

The advance held In the name of Ethisplan Grain Trade Enterprise (EGTE) represents zero margin letter of credit
opened In the name of EGTE for Import of wheat an behalf of the Ethiopian Government. As par the letter from the
Ministry of Finance and Economic Development (MoFED), the repayment of the advance has been guaranteed by
MOFED.
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10. INVESTMENT IN SUBSIDIARY

1} Commercial Bank of Ethioplz opened a fully owned subskdiary In the name of CBE Southem Sudan Umited
- Juba Branch in the capital dty of Southemn Sudan with a total paid up capital of USD 15,000,000

1) The interest in the above indertaking is carried at cost.

11. INVESTMENT IN ASSOCTATES

a) aroup

The interest in the abave undertakings represent the Group's share of the net assets of the assodated companies,
under the equity method, In acoordence with 1AS 28. The essoclates are incorporated In Ethiopla.

The interests in the above undertakings are carmed at cost. The assocates are incorporated In Ethiopla.
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12. INVESTMENTS

1,137,238.170
1,579,169,956
“yas, 579,451
202648, 343
119,170,264
1,035,785,378

2,192,795
_ 137,815,030
5,066,580, 145
{209,290, 675)
4,857.289.470

1,137,234,170
1,579,169,958
726,679,451
202,648,343
114,338,391
1,030417,817

2,192,705
5,056,311,910
ZH' 5?5

4,847,021,235
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NOTES TO THE FINANCIAL STATEMENTS (continued)
30 JUNE 2011

13. OTHER ASSETS (continued)

1}

1)

nj

Aogiired propertias represent properties that have been pledged as collateral, which have been acguired
by the Bank In accordance with Ethiopian Law. Such propertles are held with 2 view to disposal, subject
to the set reserve price.

The Government of Ethlopia has guaranteed the repayment of the balance due from Commercial Bank
of Eritrea If this amount will not have been settled by 30 June 2010. The guaranteed amount Is Birr
1,230,978 ,633. However, the guarantee perfod has been extended to June 2015 based on the letter of
the Ministry of Finance and Economic Development dated 30 Nehassie 2002 (5 September 2010}, ref.
103-02-08/1.

The movement in the provision for doubtful debts is as follows:-
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14. PROPERTY AND EQUIPMENT

&) The movements in property and equipment are as follows:-

o)
(1,188,467)
(8,430)

(2,856)
[1,158,535)
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14. PROPERTY AND EQUIPMENT {continued)

b} The cost and sccumelabed depreciation of the fully depreciated old tower bullding which was sold to the
National Bank of Ethiopla during the year ended 30 June 2007 has not yet been removad from the
property and equipment acoount due to difficulty in determining the value of the said bullding separataly
as It Is shown in the acoounts In lump sum along with the adjacent drcular bulfding. Consequently, the full
procead from the sale of the building amounting to Birr 34,337 465 was shown as galn on disposal of
property and equipment during the year ended 30 June 2007. Now that 3 separate title deed has been
recelved for the circular building, the relevant adjusiment is expected bo be passed the following year.

15. DEPOSITS DUE TO OTHER BANKS

16. CUSTOMERS' DEPOSITS
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16. CUSTOMERS' DEPOSITS (continued)

Birr

1B,546,197,147
19,643,220,648
29,714,384 447
1,351,668,597
31,006,253, 044
1,564,782 308
84,400,015 461

17. INCOME TAX

1) The maovement in the account s as follows:-
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17. INCOME TAX (continued)

i

828,588,044

1,357,363,278
2,185,252222

iy The tax for rental income of Addis Ababa City is shown separately as detalled below since zame Is to be
paid ko the addis Ababa City Government as per Article 53(1) of the Revizsed Charter Procamation Mo,
314/2003 of the Addis Ababa City Government while the rent tax for all other regions is inclsded In the
tax expense for other operabions as the reglons are not yet authorized to collect rent tax.

B -

673,148
11447
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18. STATE DIVIDEND PAYABLE

2,108,590,542
3,564,257, 348
1,—“!" ,' Eﬁﬂ
2,108,590,542

19. OTHER LIABILITIES

4,317,347 470
5,876,899, 565
“@78,072,602
2,105,495,524
67,284,173
24,745,548
__REIEIe
3,831,348,500
S
19,380,037,537
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19. OTHER LIABILITIES {continued)

853,702,368
S284,10%
22,437,390

*:'m
3,631,348,500

522,902,605
16377 675,722

20. CAPITAL

a) The capital of the Bank has been inoreased to Birr 4,000,000,000 during the year ended 30 June 2007
through & spectal bond issued by the Ministry of Finance 2nd Economic Development [MaFED ) with & value
of Birr 2,500, 000,000 to be pald to the Bank in ten equal annual nstallments starting from 1 July 2008 and
by transfer from profits appropriatons.

b) The Bank is whally owned by the Federal Governmant of Ethiopla. Assigned capital represents capital
gllocated to the Bank and s not repayable to the Gevernment In whale or part thereof, as long as the Bank
continues trading. There are nd shares and no par value.

[
=
=
B
=
-

The legal reserve Is 3 statutory reserve to which not less than 25% of the net profit shall be transferred each year
until such reserve equals the capital of the Bank and theréafter 10% of the net profit shall be transferred each year.
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30 JUNE 2011

213. INTEREST INCOME

-----17

”-.‘“ﬁ-'?’_?..

24. INTEREST EXPENSE

15. GAIN ON FOREIGN CURRENCY TRANSACTIONS AND TRANSLATIONS

3,190,197 502,624,350
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26. NOMN INTEREST INCOME

27. NON INTEREST EXPENSES
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NOTES TO THE FINANCIAL STATEMENTS (continued)

30 JUNE 2011

The average number df employees diring the year was:

| TR -
= - =

Included In other expenses are contributions to the pension and provident fund for employees. During the year,
the Growp and Company expensed Birr 19,996,785 In contributions payable (2010 - Birr 15,890,152).

27. NON INTEREST EXPENSES (continued)

|Fi|5-u

18. TAX EXPENSE

a) MAINDIR COMPONENTS OF TAX EXPENSE
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28. TAX EXPENSE (continued)

b} EXPLANATION OF THE RELATIONSHIP BETWEEN TAX EXPENSE AND ACCOUNTING PROFIT

1) The tax rates applted are 30% for CBE and CN while for 551, it is 35% for the perod from 1 July 2010 to
31 December 2010 and 15% for the period from 1 January 2011 to 30 June 2011;

W) The fiscal year end of 55115 31 December whife that of CBE 1s 30 June. The tax Indicated above in the
name of 551 Includes BIr 3,846,122 based on the sudited accounts for the year ended 31 December 2010
while the remaining Birr 6,240 660 represents provision for taxathon made for the period from 1 January
2011 to 30 June 2011 as the accounts for the s3id period hawe not yet been audited by external auditors.




COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE FINANCIAL STATEMENTS (continued)

30 JUNE 2011

19. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

a) Recanctliztion of profit before Exation to cash flow from operating activities

b} Analysis of cash and cash equivaients

4,238,131,279
{ 881,093)
52,027,980
1,100,059

652,650,194

591,161,045
{13,000,000,000)
19,006,154
(10,937,660, 727)
(07,802, 159)
{1,830,935,833)

17,428 451 145

e

B1a.Ean 258 (|

(1,497,297 280)
120,964,054

11,244,655,840
_?EEE
11,137 678 656

2,808, 097,961
(#.208,004)
59,310,455




COMMERCIAL BANK OF ETHIOPIA
NOTES TO THE FINANCIAL STATEMENTS (continued) 30 JUNE 2011

30. NOTES TO THE BANK STATEMENT OF CASH FLOWS

8) Reconcilation of profit before taxabtion to cash fow from operating activities

b) Amalysis of cash and cash eguivalents

(1,497,297 280}

120,954,054
11;076,819,396
10,616 624,062

¢) Some items on the statement of financial position that do not invelve actual mevements m cash have
been excluded from the statement of cash flows.
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31. OFF STATEMENT OF FINANCIAL POSITION CONTINGENCIES AND COMMITMENTS

Group and company

In the ordinary course of business, the Group conducks business Involving guarantees, acceptances and
performance bonds. These facilities are offset by cormesponding obligations of third parties. At the year-end
the contingencies ware as follows;

17,400,116,630

Hature of contingent lizbilities

Letters of credit commit the Bank to make payment to third parties, on production of documents, which are
subsaquently reimbursed by the customars,

An acceptance Is an undertaking by 2 bank to pay a bill of exchange drawn on 2 cestomer. The Bank expeds
muost acceptances to be presented and reimbursement by the customer is almost immediate.

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

31. TRUST FUNDS

Assets held In trust by the Bank and |ts subsidtary are as follows:-

1,002,159,337
31,003,445

11,033,162, 782

Lml,l!ﬂ.‘-‘ﬂ?
31003445

1,033,162 783
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NOTES TO THE FINANCIAL STATEMENTS (continued)
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32. TRUST FUNDS (continued)

The Bank provides custedial services to the Natlonal Bank of Ethiopla {NBE) at various branches acrass the
country, whereby the Bank holds cash on behalf of NBE.

The Bank and ts subskdiary (CN) are involved in trust activities in which they hold and Invest assets on behalf
of various instttistions, donor-sponsored projeds, and pension funds.

33. RELATED PARTY TRANSACTIONS
Related parties are considered to be other entities that exercise significant influence over the Bank's finandal
and operating decisions or entities over which the Bank Is able to exercise significant mfluence in their
financial and operating decisions. However, as per the provisions of 1AS 24 related parties do not Inclisde the

government, gowvernment departments or agencies,

1) Included in kzans and advances Is Birr 328,964,086, (2010 - B0 190,498,998 advanced to
employees. Loans to employess are non-interest bearing.

Iy Interest paid during the year on deposit balances from related companies through sharehobding is
Birr 159,932 (2010 - Birr 131,076). All transactons with relsted parties are at arm’s length.

34. STAFF COSTS

Dwring the year, staff costs for the group and company amounted to Birr 624,002,953 (2010 - Barr 474,066,
5a82) and are included in the varous major expense @tegonies.

35. PERFORMANCE INDICATORS

The capltal adequacy ratio as st 30 June 2011 revealed 3 percentage of 11.47% which Is In excess of the required
ratio of 8% as per the directives of the Mational Bank of Ethiopla. The non- performing loans ratio has decreased
from 1.74% In the preceding year to 0.66% in the current year.
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38. FOREIGN CURRENCY RISK

The table below anslyses the currendes to which the group Is exposed at 30 June 2011.

B irr sim

70,536 611
318,910,505
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39. RISK MAMAGEMENT DISCLOSURES

This section provides detalls of the Group's expesure to risk and describes the methods used by management to
conbrol Ask, The most important types of financlal nsks to which the Group s exposed are credit sk, lguidity risk
and market risk. Market sk includes currency risk and interest rate risk.

A)  Fisks

]

i

Credit risk

The Group's credit exposure at the balance sheet date from financial Instruments hald or ssued for
trading purposes Is represented by fair value of Instruments with a2 positive falr value at that date, as
reconded on the statement of finandal position,

The risk that counter-parties to rading instruments might default on thair obligations 1= monitored on
an ongolng basis. In monltoring cradit risk exposure, consideration fs given to trading nstruments with
2 positive fair value and to the volatility of the fair value of trading instruments.

To manage the level of credit nsk, the Group deals with counber-parties of good credit standing, enters:
Inta master agreemenkts whanever possible, and when appropriate, obtains collateral.

The Group also menitors concentrations of credit risk by Industry and type of customer In refation to the

Group bsans and advances to customers by carrying 3 balanced portfolie. The Group has 3 significant
exposure to Individisal cuskamers or counter parties.

Ligudity risk

Ligulidity risk arisas in the general funding of the Group's adtivities and in the management of positions.
1t Includes both the rsk of being unable to fund assets at appropriate maturites 2nd rates and the risk
of being unable to liguidats an asset at a reasonable price and In an appropriste tme frame.
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39. RISK MANAGEMENT DISCLOSURES [continued)

The Group has access to @ diverse funding base. Funds are ratsed mainly from deposits and state capital. This
enhances funding fiexbilty, imits dependence on any one source of funds and generally lowers the cost of funds,
The Group strives to mainkain a balance between continuity of funding and flexibility through the use of liabilities
with & range of maturities. The Group continually assesses Bguldity risk by identifying and monftoring chamges In
funding required to mest business goals and targets set in terms of the overall Bank strategy,

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

B}

0} Markst risk
Interest rate risk

The Group's operations are subject to the Fisk of interest rabe fluchizations to the extent that interest
earming assets and Interest bearng liabilities mature or reprice at different times or In differing amounts.
Risk management activities are aimed at optimizing net interest income, given market interest rates levels
consistent with the Group's business strategles. The Group does not have any significant interest rabe risk
EXPOSUrES.

Currency risk

The Group s exposad to currency risk through transactions In forelgn currencies. The Group's transac
tional exposures give rise bto foreign currency gains and losses that are recognized in the income statement.
In respact of monetary as=ats and liabilities in foreign currendes, the Group ensures that its net exposure =
kept to an acceptable level by buying and selling foreign currendes ak spot rates when considered appropriate.

Risk measurement and contral

Interest rate, currency, credit, liguidity and other risks are actively managed by independent risk control
group to ensure comipliznce with the Growp's risk limits. The Group's risk [imits are assessed reguiarly to
ensure their appropriateness given the Group's objectives and strategies and current market conditions.
A variety of techniques are used by the Group in measuring the risks inherent In its trading and non-trading

positions,
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40. OTHER CONTINGENT LIABILITIES

The Bank is defendant for 2 total amount of about Birr 54.7 milllon in respect of legal acions browght by
different organizations and indhvidiuals which are contested by the Bank. It is difficult to asses the probable
outcome of these casas at the moment

- The Ethioplan Revenues and Custamis Authority[ERCA) has instructed banks to register for and pay value
added tax{VAT) on the szle of property they held as collateral. However, as In the case of most banks;
payment has not been effected so far on the ground that the sale of properties to reclaim debt was
conskdered a mormal banking transaction and not a3 profit making endeaver. 1t &5 not possible to deter-
ming the amounk of lability involved and to assess the outcome of this dispute.

41. CAPITAL COMMITMENTS

165,369,811

42, ESTABLISHMENT
The Bank Is established as a limited liability public enterprise under the proclamation of the Federal Demo-
cratic Republic of Ethiopia, Its principal place of business is in Addis Ababa, Ethiopla and has 380 branches
In varous parts af the country.

43, AUTHORIZATION

The President of the Bank authorized the =sue of these financial statements on 21 November 2011,




Notes
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