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ﬁ Nib International

To become an icon of excellence and the leading commercial bank in Ethiopia.

To provide customer focused, efficient, effective and full-fledged commercial banking
services by deploying qualified, honest and motivated staff, state-of-the-art technology

and thereby optimize stakeholder’s interest

- Loyalty;

» Transparency;

= Accountability;

= Social responsiveness;

= Honesty and integrity;

= Organizational excellence;

= Equal employment opportunity;

» Prudent and professional banking practices;

= Competitive services and sustainable growth.
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Message from the

Dear Shareholders,

n behalf of NIB Board of directors, it is my

pleasure to presentthe annual report for the year

ended June 30, 2017 and honored to extend the
Board of director’s gratitude for attending the 18th Annual
General Meeting of the shareholders of NIB which enables
esteemed shareholders of the Bank to conclude resolutions
that enhances the Bank’s overall performance.

The financial year 2016/17 has exhibited an environment
with opportunities and challenges to the banking industry.
The increasing compliance requirements at international
and national levels have considerably resulted in decline
of foreign currency earning of the Bank. It is believed that a
higher level of stiff competition is one of the major challenges
that the banking industry will facing in the financial years
ahead. To address this critical issue at grass root level, all
stakeholders of the Bank should come together and prove
their solidarity with the Bank.

The Board of Directors of NIB has a strong conviction that
doingbusinessand adhering to the compliance requirements
of the country’s regulatory organs and the international
corporate governance principles is very crucial.

The different scale construction projects under progress are testimonies that witness NIB is highly engaged in
wealth creation through the transformation of its liquid asset into fixed assets which ensures a long term and
sustainable growth of the Bank. However; such aggressive move requires a significantamount of financial resources
which affects the operation and the return thereof.

The introduction of IFRS, a new reporting standard principle is considered favorable to the endeavor of the Bank in
wealth creation, accumulation and promoting its image and recognition at the global level.

In light of the aforementioned facts and the practical governing situations, the overall performance of the Bank is
believed to be commendable. Remarkable achievements have been observed in various strategic areas that are
believed to lay a firm foundation which enhances shareholders’ value.
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The significant growth rate observed in the Bank’s profit coupled with other qualitative achievements, the progress
in hiring external consultant to develop the Bank’s 3rd Strategic Plan and 10 year Road map shows how the Bank
is determined in facing the upcoming challenges and strategically aligning itself so as to keep the best interest of
its esteemed shareholders.

Finally, | would like to assure all stake holders that in the years to come, the Bank will strongly peruse the laid down
strategies to bring about excellence. On behalf of the Board, | would like to extend my heartfelt appreciation to our
esteemed customers for having us as their partner, the energetic workforce of NIB for their dedicated effort, the
NBE for their significance guidance, correspondent banks, public and private institutions for their co-operation and
effort. Without all these, the result registered could have not been perceived.

Woldetensai W/Giorgis

Chairperson, Board of Directors
November 2017
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Message from the

It is with a great sense of pride and pleasure that |
announce yet another impressive year of record in
most areas of banking operations for the Bank in the year
ended June 2017, for which | am immensely honored
to extend my appreciation to all shareholders, Board of
Directors, and all stakeholders for the overall unreserved
assistance you extended towards the Bank’s achievement
so far made.

Both internal and external environmental factors have
affected banking operations and consequently profits.
National and international compliance requirements,
reduction of inward remittances, and decline in the
country's export can be cited as some of the major
environmental factors that somewhat affected Banks'
performance.

However, in the operational year ended June 2017, our
Bank has overcome the multi-dimensional challenges,
including stiff competition in the financial sector; and
has successfully achieved commendable strategic and
operational results, observedin the Bank’s overall business
expansion, growth as well as addition to shareholder
value.

Accordingly, during the reporting period of 2016/17, the
Bank has earned a gross profit of Birr 681.5 million (after
deduction for provision) which is higher than last year by

Birr 222.8 million (i.e. 48.6% growth). The Bank’s total asset grew by Birr 5.2 billion or 32.8% and reached Birr 21
billion. The total liability of the Bank rose to Birr 18.1 billion registering a growth of Birr 4.7 billion (35.7%) compared
to previous year’s balance, of which total deposit constitutes Birr 16.4 billion (90.9%) and shows an absolute growth
of Birr 3.99 billion or 32.2% compared to that of last year. This is the highest absolute growth registered during
the 17 years history of the Bank. On the other hand, the Bank’s total outstanding loans & advances stood at Birr
10.9 billion at the end of 2016/17 finical year. Compared to the last year’s balance of Birr 7.6 billion, it showed net
increment of Birr 3.2 billion (42.4%) during the budget year.

The Bank’s customer base has been significantly growing from year to year and reached 520,791 in the year ended
June 2017, showing an absolute increment of 107,881 accounts (growth of 26.1%) from that of last year.

Beyond the commendable financial performance, the Bank has gained considerable strategic achievements where
it has continued to broaden its outreach to customers through multiple service delivery channels. The branching
competition in the industry is an observable reality and is becoming stronger from time to time. In line with that
and with a view to sustain our expansion to regional cities as well as in Addis Ababa, the Bank has opened a total
of 50 new branches in the financial year. In doing so, we have managed to raise the total number of NIB branches
to 180. The Bank continued its reach to its customers by extending its services through deploying additional ATMs,
POS, and by using Mobile and Internet Banking.
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With regard to Interest Free Banking services, having finalized all the necessary procedural and legal issues, the
Bank has been able to launch operation. In doing so, the Bank has got encouraging results in terms of number
of customers and deposits, with the deposit mobilization performance of the branches having reached Birr 322.3
million as of June 30, 2017. In line with this, all the necessary preparations are finalized to commence Profit & Loss
Sharing (Mudarabah) deposit and the credit facility.

Moreover, to augment the Bank’s product variety and service quality as well as to reach those segments of the
society which demand differentiated product type, a number of new and improved product types have been
commenced. Among these, the nine additional deposit services, namely, Corporate Saving Account, Nib Kefo
Saving Account, Prestige Saving Account, Senior Citizens Saving Account, Lucy Saving Account, Student Saving
Account, Executive Special Saving Account, Children Saving Account and Holiday, Vacation & Special Purpose Saving
Accounts (Customized) were introduced in the reporting financial year.

The 2016/17 budget year was also a year of success to the Bank with regard to asset building, particularly considering
theachievementinanumberof construction projects.The long awaited 33 storey Headquarters building construction
contract was signed with a Chinese company named China Jiangsu International PLC in the budget year. In this
regard, commendable growth and progress has been observed. Moreover, the construction projects of Hawassa
branch office & multipurpose building project, Dukem branch office & multipurpose building project work, and the
construction work of the Bank’s building in Hosa'ena are at commendable and promising progress.

In addition to these existing construction projects, the Bank has recently acquired an 8 storey building in a leased
plot of land with a total area of 2,926 sqgm around Arat Kilo (near Tourist Hotel). The newly acquired building is
planned to be finalized within the current year to serve as transitional Headquarters of the Bank. The Bank also
purchased a number of condominium sites to serve as branch offices.

The Bank’s achievements registered in a number of parameters were made possible thanks to the collaborated
efforts exerted by all stakeholders including the Board of Directors, Management and staff, customers and regulators
as well as the general public at large.

The annual plan and budget of 2017/18 is fairly ambitious as it seems to be overstretched. However, the plan and
budget of the year shall be achieved not only by working more diligently and strategically, but also by forming
synergy among the various stakeholders and through delivering excellent services with a strong sense of team
spirit, belongingness, and commitment.

As a part of capacity building process and business strategy, the Bank planned to formulate the third Five-Years
Strategic Plan that shall consider new structure, modern system and technology. As part of new strategy, the Bank'’s
existing policies & procedures shall be revised in such a way to facilitate modern customer service delivery process.
In the new strategy, Human Resource Development shall be vital element, and capacity building of staff and
management shall be pursued through continuous coaching & training both locally and overseas.

Finally, | would like to take this opportunity to express my gratitude to the Board of Directors for their tireless
support and leadership to realize the strategic and operational objectives of the Bank. | am also pleased to express
my appreciation to the Bank’s management and employees for their unreserved effort towards achieving the overall
objectives and goals of the Bank. With concerted efforts of all employees, shareholders, business partners and
stakeholders, | have full confidence that we will attain a remarkable result and move the Bank to a new chapter in
the 2017/18 financial year.

Kibru Fondja

-

,/////4/%

President
November 2017
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DIRECTORS’ REPORT

The Board of Directors of Nib International Bank
is honored to present the 2016/17 financial year
performance of the Bank:-

Duringthereporting period,theBankhasperformed
different strategic and essential activities; the main
ones include the following:-

1. NON FINANCIAL ACTIVITIES

1

1

1

1

Vil

2.

3.

4.

To solve different operational problems,
various studies were conducted; based
on these several policies and procedural
manuals were revised, developed and
implemented;

With an effort to reach customers who
need distinct type of deposit, financing
and other banking facility, Interest free
banking services have been introduced
in almost all branches;

New and innovative deposit products
such as Prestige Saving, Executive
Saving, Corporate Saving, Senior citizens
Saving, Nib Kefo Saving, New Born
Baby Saving, Student Saving and Lucy
Saving deposits were developed;

50 new branches became operational in
different parts of Addis Ababa and
regional towns. Accordingly, the total
number of branches reached 180. 73
additional own ATM machines have
been deployed in different branches,
hotels and various business centers
raising the Bank’s overall number of
ATMs to 150. Moreover, POS, Mobile
andInternet Banking service alternatives
are also strengthened and continued as
means of reaching the customer at any
time, place and circumstances;

1.5.

1.6.

1.7.

1.8.

A number of internally developed
system solutions were implemented and
some are under process improvement.
Similarly, upgrading and addition of new
features on the existing T24 Core
Banking system is also under way;

Recruitment of renowned consultants
for designing the Bank’s future road
map and developing the 31 strategic
plan has been embarked upon.
Currently, the technical and financial
evaluations of bidders are being
undertaken;

To strengthen the asset position of the
Bank, the task of purchasing and
constructing own building continued
satisfactorily. To this end, the
construction of the Head Quarter
building in Addis Ababa, the
multipurpose building in Dukem, a
multifaceted building in Hawassa town
and the finishing works of Hossana
building are progressing well;

The Bank has purchased office spaces at
various condominium sites in Addis
Ababa and has also acquired semi
finished multi storey building at Arat
Killo.

Annual RBeport (July 2016 -lune 2017)



2. FINANCIAL PERFORMANCE

The financial performance of the Bank during the
financial year 2016/17 is presented as follows.

2.1. BALANCE SHEET ITEMS

The total asset of the Bank reached Birr 21.0 billion
exceeding the balance of corresponding last year
figure of Birr 15.8 billion by Birr 5.2 billion (32.8%).

Total loans and advances constitute 50.9% of total
assets which was 47.4% last year same period.
The liquid assets of the Bank comprising of cash
on hand, deposit with local and foreign banks
and reserve account with NBE, constitute 15.6%
of the total assets. Comparable figure for the
corresponding period was 18.8%. The decline is
due to the higher growth of other asset items than
liquid asset. In addition, the total amount of NBE
bills purchased reached Birr 5.1 billion constituting
24.2% of the total assets which was 26.3% during
last year same period. Fixed asset reached Birr 520.6
million comprising a share of 2.4% of the total asset.
Comparable figure for the corresponding period
was 2.5%.The remaining 6.9% of the total assets is
made up of investment in local shares and other
assets which was 5% last year same period.

The Total liability of the Bank stood at Birr 18.1
billion registering a growth of Birr 4.7 billion (35.7%)
compared to corresponding last year balance. Total
deposits constituted 90.9% of the total liability.

The Bank’s capital, composed of paid up capital,
reserves, retained earnings and undistributed profit,
reached Birr 2.95 billion exceeding the balance of
last year same period by Birr 436.1 million or 17.3%.

2.1.1.DEPOSITS

The total deposit mobilized by the Bank reached
Birr 16.4 billion which shows an absolute growth of
Birr 3.99 billion or 32.1% from the balance of Birr
12.4 billion registered in the previous year. This
is the highest achievement registered since the
establishment of the Bank.

The number of deposit accounts reached 520,791
from the level of 412,910 accounts of June 30, 2016
making an absolute increment of 107,881 accounts
(26.1%). This is an indication that the public trust
of the Bank is growing from time to time making
the Bank one of the strongest Bank in the country.
The detail of deposits is presented in table 1, chart
1 and 2 below

TABLE 1: COMPARISON OF DEPOSIT BY TYPE IN ‘000’
Amount June Amount June Growth
Deposit Type 30,2017 % Share 30,2016 % Share Absolute %
Demand Deposit 4,764,904.8 29.0% 3,601,453.5 29.0% 1,163,451.3 32.3%
Savings Deposit 8,862,920.9 54.0% 7,022,167.2 56.5% 1,840,753.7 26.2%
Fixed Deposit 2,466,316.9 15.0% 1,743,452.0 14.0% 722,864.9 41.5%
Interest Free 322,294.3 2.0% 55,950.3 0.5% 266,344.0 | 476.0%
Total 16,416,436.9 | 100.0% 12,423,023.0 | 100.0% 3,993,413.9 | 32.1%
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The above table depicts that the balance of
interest-bearing deposits (Savings Deposit & Fixed
time deposits) was Birr 11.33 billion, which is 69%
(70.8% as at June 30, 2016) of the total deposits,
Birr 5.1 billion (31%) was mobilized in the form of
non- interest bearing demand deposit including
Interest Free Banking deposits (Amana, Mudaraba

and Qard).

CHART 1: COMPOSITION OF DEPOSITS

# Demand Deposits u Fixed Deposits
M Savings Deposits winterest Free Deposits

CHART 2: COMPARISON OF DEPOSITS

Total |

2.1.2. LOANS AND ADVANCES

Atthe end of 2016/17 financial year, the Bank’s total
outstanding loans & advances stood at Birr 10.9
billion. Compared to corresponding year balance
of Birr 7.6 billion it showed an increment of Birr 3.2
billion (42.4%).

Out of the total loans and advances, term loans
constituted about Birr 9.15 billion (84.1%), while
over draft facilities stood at Birr 1.73 billion (15.9%)
andadvancesonimportand export bills constituted
Birr 1.44 million (0.01%) of the total outstanding

loans and advances.

CHART 3: COMPARISON OF LOANS & ADVANCES
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TABLE 2: LOANS AND ADVANCES BY ECONOMIC SECTOR IN ‘000’
30/06/17 30/06/16 Growth
Type of Sector Amount % Share Amount % Share Absolute %age
Agriculture 96,029.3 0.9% 105,219 1.4% (9,189.68) -8.7%
Building & Construction 1,681,034.1 15.4% 1,177,805 15.4% 503,229.1 42.7%
Domestic Trade & Services 2,098,139.4 19.3% 1,331,960 17.4% 766,179.4 57.5%
Export 1,644,138.5 15.1% 1,157,198 15.1% 486,940.5 42.1%
Hotels and Tourism 1,167,571.9 10.7% 845,591 11.1% 321,980.9 38.1%
Imports 1,548,556.8 14.2% 925,174 12.1% 623,382.8 67.4%
Manufacturing 2,287,666.3 21.0% 1,687,686 22.1% 599,980.3 35.6%
Mining , Power & Water 31,291.2 0.3% 18,347 0.2% 12,9442 70.6%
Personal (Staff Loan) 137,730.9 1.3% 271,630 3.6% (133,899.1) -49.3%
Transport & Communication. 196,252.2 1.8% 126,528 1.7% 69,724.2 55.1%
Total 10,888,410.5 100.0% 7,647,138 100.0% 3,241,272.5 42.4%
12
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The Bank is providing loans and advances for the
priority sectors which are believed to have tangible
impact on the country’s growth and development.
With this end, the highest amount of loan is given
for manufacturing sector which is Birr 2.3 billion
followed by trade and services (Birr 2.1 billion) and
building and construction sector (Birr 1.7 billion).
The chart here below shows comparison of sectoral
share of the total loans and Advances.

CHART 4: SECTORAL SHARE OF LOANS & ADVANCES

u Agriculture
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“Export
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19.3%

3.INCOME AND EXPENDITURE
3.1. REVENUE

The Bank has managed to generate a total income
of Birr 1.95 billion. The balance showed a growth
of Birr 517.6 million (36.2%) from the preceding
year same period balance. This indicates that the
Bank’s volume of income and generation capacity

is growing modestly.

CHART 5: COMPOSITION OF REVENUE SOURCES
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The total number of loan accounts has reached
11,085 registering an increase of 3,208 compared
to previous year same period balance.

TABLE 3: COMPOSITION OF REVENUE IN '000’
30/06/2017 30/06/2016 Growth
Types of Income Amount % Share Amount % Share | Absolute %age
Interest Income 1,500,417.6 77.00% 1,141,051.3 79.7% 359,366.3 31.5%
Commission income 132,856.2 6.82% 69,485.0 4.9% 63,371.2 91.2%
Service charges 193,104.7 9.91% 112,269.0 7.8% 80,835.8 72.0%
Gain on Foreign Exchange Transaction
and Translation 94,787.6 4.86% 79,297.6 55% 15,490.1 19.5%
Other Income (Including Dividend
Income) 27,443.8 1.41% 28,926.3 2.0% (1,482.6) -5.1%
Total Income 1,948,610.0 | 100.00% | 1,431,029.2 | 100.0% 517,580.8 | 36.2%

Annual Report CQuly 2076 -lune 2017
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Component wise, the largest portion is generated
from interest income which is Birr 1.5 billion (77%)
followed by service charge Birr 193.1 million (9.9%),
commission income Birr 132.8 million (6.8%), gain
on foreign exchange transaction and translation
Birr 94.8 million (4.9%), and otherincome (including
dividend income) Birr 27.4 million (1.4%).

CHART 6: COMPARISON OF REVENUE SOURCES
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3.2. EXPENSES

The total expense of the Bank during the financial
period under review reached Birr 1.27 billion which
is higher by Birr 294.8 million (30.3%) compared
to last year same period. As shown on the
table 4 below, the Bank’s operational expenses are
dominated by spending on interest payments (Birr
530.8 million) followed by salaries and benefits
(Birr 387.2 million) and general expenses (Birr 306.8

million). The details are presented on table 4 below.

Of the general expense, the lion’s share goes to
office rent amounting to Birr 120.4 million (39.2%)
followed by depreciation &amortizationamounting
to Birr 58.9 million (19.2%), and other general
expenses accounted for Birr 127.7 million (41.6%).
Comparable figures during last year same period
was Birr 94.3 million for rent (growth of 36.8%) and
Birr 53.6 million (growth of 20.9%) for depreciation
& amortization. The chart below shows the share of
each expense item.

The increase in interest expense is attributed to
the growth of saving deposits and the increasing
cost of fixed time deposits. Salaries and benefits
grew mainly due to the recruitment of additional
employees in line with branch expansion program
of the Bankand annual salary incrementand benefit
for staff. Likewise, administrative and general
expenses also grew by Birr 51.2 million or 20% as a
result of the continuous increase in the volume of
the Bank’s operational activities, and the continued

increase in the rental expenses of branch offices.

CHART 7: COMPOSITION OF EXPENSES

¥interest expense
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Table 4: BREAKDOWN OF EXPENSE IN ‘000’
30/06/17 30/06/16 Change Growth
Expense Items Amount % Amount % Absolute %
Interest expense 530,762.7 41.9% 392,307.7 40.3% 138,455.0 35.3%
Salaries and benefits 387,234.1 30.6% 290,762.9 29.9% 96,471.3 33.2%
Admin. & General Expense 306,807.1 24.2% 256,436.1 26.4% 50,370.9 19.6%
Provision for Doubtful Debts 41,9537 3.3% 32,509.9 3.3% 94438 29.0%
Audit Fee 304.8 0.0% 258.8 0.0% 46.0 17.8%
Total Expenses 1,267,062.4 | 100.0% 972,275.4 100.0% 294,786.9 30.3%

14

The Bank thas Strives to

Annual Report (July 2016 -lune 2017)




CHART 8: COMPARISON OF EXPENSES
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3.3. INTERNATIONAL BANKING
OPERATIONS

Out of the gross income of Birr 1.9 billion generated
during the 2016/17 financial year, the total income
generated from international banking activities
reached Birr 384.6 million which is 19.7% of the total
income (17.3% on June 30, 2016). The actual figure
increased by Birr 135.8 million (54.6%) from last
year same period which is an indication of income
earned from international banking operation is
growing moderately.

Out of the total income earned from foreign
banking activities, income from service charge
and other charges took the lion’s share amounting
to Birr 191.8 million (49.9%), followed by foreign
currencies transaction and translation amounting
to Birr 95.8 million (24.9%) and the remaining Birr
96.9 million (25.2%) is generated from commission
on L/C, Interest earned on advance on import bill
and interest earned on correspondent accounts.

3.4. PROFIT AND LOSS ACCOUNT

The Bank’s pretax profit shows a moderate rate of
change during the past few years with an increasing
trend. In 2016/17 financial period, the Bank was
able to generate a pretax and net profit of Birr 681.5
million and Birr 516.4 million respectively. The net
profit showed an increase of Birr 159.7 million
(44.8%) compared to Birr 356.6 million registered in

Annual Report (July 2016 -lune 2017
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the financial year 2015/16. Similarly the gross profit
of the Bank has increased by Birr 222.7 million
(48.6%) from last year same period balance.

3.5. RETURN ON ASSETS AND PAID-UP
CAPITAL

In relation to return on assets and paid-up capital
the Bank's return on assets (ROA) expressed as the
ratio of profit before tax to the average assets is
3.7% in the financial year 2016/17 which is higher
compared to last year same period of 3.2%. On the
other hand, during the financial year, return on
paid-up capital expressed as the ratio of net profit
after tax to average paid-up capital stood at 31.4%.
The percentage for last year same period was 25.8%.

4. HUMAN RESOURCE

Employee engagement continued to be an area
of priority. At the close of the financial year, the
staff strength of the Bank reached 3,681 from the
previous year number of 3,069. In the financial
year 2016/17, the Bank employed 941 additional
employees; of which 456 were professionals and
clerical and the remaining 485 of employees
were non clerical. During the same period, 329
employees left the Bank due to various reasons.

Occupational development opportunities were
also made available to staff both locally and
internationally. In this regard, the Bank organized 36
in-house (including induction), 81 out-sourced and
6 overseas training programs during the financial
year. Accordingly, a total of 4,334 employees have
attended the trainings. In addition, 492 employees
are continuing their education in different
educational institutions.

5. RISK AND COMPLIANCE
MANAGEMENT

To become successful in today’s highly dynamic
business environment and satisfy the interests of all
stakeholders, putting in place efficient and effective
risk and compliance management system is

"
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extremely important. With thisin mind, the Bank has
a well established Risk & Compliance Management
Department that is directly accountable to the
Board and responsible for conducting independent
oversight of the management of risks inherent
in the Bank. In doing so, the Bank has given due
consideration toidentifying, measuring, monitoring
and controlling the most common types of risks
that include, credit, operational, liquidity and
market using a comprehensive risk management
framework designed for this purpose. Following
the advancement in banking technologies coupled
with the increasing demand for better customer
serviceand competitioninthe bankingindustry, the
Bank has conducted various risk based assessment
to avoid or minimize a strategic risk by paying close
attention to the changing business environment.

In order to comply with the national and
international regulatory requirements, the Bank
has established effective Anti-Money Laundering
& Combating the Financing of Terrorism (AML/
CFT) policy and procedures. Further, the Bank
has developed its own action plan and created
awareness among all concerned organs to
implement the National Risk Assessment plan
recently issued by Financial Intelligence Centre
(FIC). Risk management program, policies and
procedures have also been reviewed regularly to
reflect changes in market conditions, products and
services offered by the Bank.

As part of capacity development and building a
strong risk management culture across the Bank,
various trainings and awareness creation sessions
have been given to employees to better understand
and manage risks in their areas of operations
thereby contributing more for the successful
achievement of the Bank’s overall objectives.

6. INFORMATION TECHNOLOGY

Nib International Bank is committed to operation
under the changing information technologies.
In this regard, various software solutions were

16
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internally developed. Among which; software
that ensures a secure intra office communication
platform is implemented. Inventory Management
System and Signature Capture and Retrieval
System are under implementation. Furthermore, a
Queue Management enhancement for the foreign
exchange application and Approval and Report
System are also implemented. With the view
to automating human resource management,
employees’full data entry is underway.

The Bank’s mobile and internet banking services
are improving from time to time and has continued
serving customers as a result significant number of
customers subscribed to the Bank’s Mobile Banking
and Internet Banking Services.

To enhance the application of modern banking
technologies and provide competitive service via
a wide range of card banking services, the Bank is
also providing payment service with Master Card,
VISA and Union Pay international branded cards.

ATM card banking and POS, which are the Bank’s
priority service delivery channels, are progressing
well. Apart from the Premier Switch Solution (PSS)
and EthSwitch member banks ATM machines, the
Bank is delivering card banking service with its own
ATMs and Point of Sale (POS) deployed at different
locations. In this regard, the Bank has distributed
a total of 42,254 NIB Cards to its customers raising
the number of ATM card holders to 115,889.

7. BRANCH NETWORK

Regarding the expansion of branch network in
strategically important sites, it was planned to
open 50 new branches in the financial year and as
per the plan the Bank opened 50 new branches.
Out of which; 27 were opened in different parts of
Addis Ababa and the remaining 23 branches were
opened in the regional towns. Accordingly, the
total number of branches reached 180 as at June
30, 2017.
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8.2017/18 PRIORITIES 9.VOTE OF THANKS

Our priorities for the budget year 2017/18 basedon  The Board of Directors would like to express its
our strategic aspirations includes the following: heartfelt gratitude to our customers, shareholders,
management and staff of NIB as well as the National

8.1. Innovate, digitize and simplify our Bank of Ethiopia, for their respective contribution
services in order to improve productivity  towards the satisfactory performance of our Bank

and effectiveness; tothis effect upgrading  during the financial year 2016/17.
process of Core Banking System will start

this year.

8.2. Strengthen the efforts to diversify service
delivery channels;

8.3. Implement new banking products and / w/\wlm
services in order to meet customers’ | i
demand and increase customer base of

the Bank. Chairman, Board of Directors
November 2017

Woldetensai Weldegiorgis

8.4. Design transformational road map and
develop 3rd strategic plan by employing
renowned consultant;

8.5. Effectively continue the construction
activities of the Head Office, Hawassa,
Dukem and other construction projects
in Addis Ababa and regional towns

8.6. Implement International  Financial
Reporting Standard and cyber security
system following NBE’s directives.

We believe delivering on each of these priorities
is key to the continuous success in our journey
towards building sustainable business growth in
our Bank.

Annual Report (July 20716 -lune 2017



f’ Nib International

Photo Gallery

ANNUAL GENERAL MEETING OF SHAREHOLDERS
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Getachew Kassaye & Co.

Chartered Certified Acecountants

Tel. 011-551 37 11 011-551 17 08 F. 0. Box 1432
011-551 74 47 011-551 72 74 ADDIS ABABA
Fas. 251-11-551 02 20 ETHIDFIA

INDEPENDENT AUDITORS’ REPORT
TO THE SHAREHOLDERS OF
NIB INTERNATIONAL BANK SHARE COMPANY

1. We have audited the accompanying financial statements of Nib International Bank Share Company (hereinafter
referred to as the Bank) for the year ended June 30, 2017, set out on pages 21 to 37, which have been prepared
under the accounting policies set out on pages 26 to 28.

DIRECTOR’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

2.  ThedirectorsoftheBankareresponsibleforthe preparationandfair presentation of these financial statementsin
accordance with the historic cost convention, generally accepted accounting principles and the laws and
regulations of Ethiopia. This responsibility includes: designing, implementing and maintaining internal control
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error, selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances.

AUDITORS’ RESPONSIBILITY

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

4,  An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on our judgment, including the assessment of the risks
of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, we considered internal control relevant to the preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Bank’s internal control. The audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of financial statements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
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LT o heeqg 32F

Getachew Kassaye & Co.
Chartered Certified Accountants

OPINION

5. Inouropinion, the financial statements present fairly, in all material respects, the financial position of the Bank
asat June 30,2017, and its financial performance and its cash flows for the year then ended in accordance with

Generally Accepted Accounting Principles.

6.  We have no comments to make on the report of the Board of Directors relating to the financial matters and
pursuit to Article 375 (2) 0Of Commercial code of Ethiopia of 1960, we recommend that the above mentioned

financial statements be approved.

Addis Ababa, PO Bo 1432
October 17,2017 hah hGd - h'&ﬁ‘.’
Ad s Ababis - Ethiepi
. . '
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NIB INTERNATIONAL BANK SHARE COMPANY
BALANCE SHEET
AS AT JUNE 30, 2017

ASSETS

Cash and Bank Balance

Cash on hand

Deposits with local commercial Banks
Deposits with foreign Banks

Deposits with National Bank of Ethiopia

Loans and advances to customers
NBE Bills

Equity Investment

Other assets

Tangible Fixed assets

TOTAL ASSETS

LIABILITIES

Deposits From Customers
Demand
Saving
Fixed

Margin held on letters of credit
Borrowing from other Banks
Other liabilities

Provision for taxation

TOTAL LIABILITIES

CAPITAL AND RESERVES

Paid up share capital

Premium on shares

Legal reserve

Special reserve

Retained earnings

Profit and loss account

TOTAL CAPITAL AND RESERVES
TOTAL LIABILITIES, CAPITAL AND RESERVES

{

Weldetensai Weldegiorgi§ i
Chairman of the Board

_/
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Notes

11
24

13
14

1,160,846,033
307,512,595
707,314,948
1,106,242,435
3,281,916,010
10,711,303,668
5,095,628,000
131,033,740
1,279,197,535
520,630,108
21,019,709,062

4,795,050,599
9,155,069,408
2,466,316,868
16,416,436,875
367,433,103
200,000,000
916,672,897
165,104,279
18,065,647,153

1,792,391,500
8,062,500
765,675,373
1,800,000
386,132,535
2,954,061,908
21,019,709,062

AEN MG - ATERP

Adv.: Ababa- Ethiopi

S

Currency: Ethiopian Birr

2016
978,521,630
7,512,595
867,081,189
1,124,864,933
2,977,980,347
7,511,984,948
4,168,435,000
125,777,840
652,621,145
393,522,482
15,830,321,762

4,138,959,318
6,540,611,705
1,743,451,964
12,423,022,987
108,531,285
678,736,757
102,074,855
13,312,365,885

1,502,380,000
636,564,528
1,700,000
111,002,135
266,309,214
2,517,955,877
15,830,321,762

e

Kibru Fondja
President/CEO

.
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NIB INTERNATIONAL BANK SHARE COMPANY
PROFIT AND LOSS ACCOUNT

FORTHE YEAR ENDED JUNE30, 2017

INCOME

Interest Income

Less: Interest expense
Net interest income
Commission income

Service charges

Notes
15
21

16
17

Net gain on foreign exchange dealings and translations 18

Dividend income

Other income

EXPENSES

Salaries and benefits

General and administrative expense

Provision for doubtful debt

Directors’monthly allowances

Audit fee

PROFIT BEFORE TAXATION

PROVISION FOR TAXATION

PROFIT AFTER TAXATION

TRANSFER TO LEGAL RESERVE
TRANSFER TO SPECIAL RESERVE

NET PROFIT AFTERTAX AND RESERVES
BOARD OF DIRECTORS' REMUNERATION

CURRENT YEAR PROFIT
EARNINGS PER SHARE

-
If\ ol

i

_’)/\L;\/elde?ensai Weldegiorgisi
Chairman of the Board

19
20

23
22

24

26

A&h A -

Adv.: Ababa- Ethiopi

1,500,417,612
530,762,715
969,654,898
132,856,217
193,104,747
94,787,647
3,959,958
23,483,837

1,417,847,303

387,234,129
306,188,765
41,953,699
618,300
304,750
736,299,644
681,547,659
165,104,279
516,443,380
(129,110,845)
(100,000)
387,232,535
(1,100,000)
386,132,535
157

Currency: Ethiopian Birr
2016
1,141,051,271
392,307,725
748,743,546
69,485,045
112,268,997
79,297,567
3,858,842
25,067,504
1,038,721,501

290,762,861
256,098,649
32,509,934
337,500
258,750
579,967,694
458,753,807
(102,074,855)
356,678,952
(89,169,738)
(100,000)
267,409,214
(1,100,000)
266,309,214
129

e S

Kibru Fondja
President/CEO
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NIB INTERNATION BANK SHARE COMPANY
CASH FLOW STATEMENT
FORTHE YEAR ENDED JUNE 30, 2017

Cash Flow from Operating Activities
Profit before tax

Depreciation and amortization
Provision for doubtful loans and others
Investment income

Directors allowance paid

Operating profit before change in operating assets and liabilities
(Increase) in loans and advances to customers

Decrease (increase) in other assets

Increase in demand deposits

Increase in saving deposits

Increase in fixed time deposits

Increase (decrease) in margin held on letters of credit

Increase in other liabilities net of directors’allowance

Dividend transferred to liability

Income tax Paid

Net Cash Inflow/(Outflow) from Operating Activities

Cash flow from investing activities

Purchase of fixed assets

Payment for the construction in progress

Interest on deposit with other Banks

Increase in NBE bills purchased

Interest on NBE bills

Equity Investment

Income from equity investment

Net cash received from (used in) investing activities

Cash Flow from Financing Activities

Proceeds from issue of share capital

Share premium

Dividend paid

Borrowing from other local Banks

Net cash received from (used in) financing activities

Net Increase ( Decrease) in Cash For the year

Cash Balance at the Beginning of the Year
Cash Balance at the End of the Year

PO Box 1432
heh AR - h.*'r'f:i‘s“_!'
Adus: Abatss - Echiopia

-

i
_Lj/DWeld'étensai Weldegiordis/

Chairman of the Board -

681,547,659
58,891,938
41,953,699

(141,500,088)
(1,100,000)
639,793,208
(3,241,272,420)
(626,576,390)

656,091,281

2,614,457,703

722,864,904

258,901,818

237,936,140

(10,320,858)

(102,074,855)
510,007,323

(99,354,329)
(86,645,235)
2,609,353
(927,193,000)
134,930,777
(5,255,900)
3,959,958
(976,948,377)

290,011,500
8,062,500
(366,990,491)
200,000,000
131,083,509
303,935,663
2,977,980,34
3,281,916,010

Currency: Ethiopian Birr

2016
458,753,807
53,632,428
32,509,934
(128,552,154)
(600,000)
415,744,016
(647,945,916)
(255,107,192)
1,142,330,929
1,084,824,712
421,751,472
(38,140,227)
(376,068,423)
(20,209,614)
(103,727,831)
1,207,707,910

(129,965,315)
(11,962,388)
740,996
393,923,942)
123,952,316
(41,140,740)
3,858,842
(448,440,232)

237,177,500

(231,895,045)

5,282,455
1,180,294,149
1,797,686,198
2,977,980,347

S

Kibru Fondja
President/CEO
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NIB INTERNATIONAL BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED JUNE 30, 2017

3.1

BACKGROUND

Nib International Bank is a privately owned commercial Bank established in 1999 in accordance with the
"Licensing and Supervision of Banking Business Proclamation No. 84/1994" of Ethiopia , now superseded by
Proclamation No. 592/2008 to undertake commercial Banking activities.

The Bank obtained its license from the National Bank of Ethiopia (NBE) on 26, May 1999 and started its business
activities in the month of October 1999. It operates through its head office in Addis Ababa and 180 branches
and 3 agency offices for foreign exchange transactions in and outside Addis Ababa.

BASIS OF PREPARATION

These financial statements have been prepared in accordance with the historical cost convention, Generally
Accepted Accounting Principles (GAAP) and laws and regulations of Ethiopia including the commercial Code of
Ethiopia 1960, the Banking Business Proclamation No 592/2008 and the Directives of the National Bank of
Ethiopia. The financial statements have been prepared on the going concern basis.

The preparation of these financial statements requires the use of estimates and assumptions that affect the
reported amounts of assets and liabilities, disclosure of contingent assets and liabilities as at the date of the
financial statements. Although these estimates are based on management's best knowledge of current events
and actions, actual results ultimately may differ from those estimates.

SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted by the Bank are stated below:-
Fixed assets

Fixed assets are stated at cost, less depreciation. Depreciation is applied on book value by adding acquisitions
and deducting disposal proceeds except for building and intangible assets:

Building 5% straight line
Computer hardware and software 25%
Other assets 20%
User right on lease 10% straight line

Annual Report (July 2016 -lune 2017)



NIB INTERNATIONAL BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED JUNE 30, 2017

3.2

3.3

34

3.5

3.6

3.7

3.8

Intangible assets

Expenditure incurred before the commencement of operations is treated as pre-operational costs and
amortized on the straight-line method for an expected useful life of 5 years.

Interest income and expenses

Interestincome and expenses are accounted for on accrual basis. However, interest accruing on non-performing
loans and advances are maintained under memorandum account and are recognized as income when collected
in cash.

Bonus

Bonus and compensation for services of the Bank’s employees are accounted for when paid.
Other income

All other income is accounted for at the time of completion of related Banking transactions
Conversion of foreign currencies

(i) Foreign currencies denominated transactions are converted into Birr at the prevailing rates of exchange
and realized foreign exchange gains or losses are reflected in the profit and loss account.

(ii) Year-end balances of foreign currencies on hand and with correspondent Banks are converted into Birr
at the closing selling rates on the balance sheet date.

(iii)  Year end balances of foreign Currencies customer deposit are converted into Birr at the closing buying
rates on the balances sheet date.

Off-setting

Financial assets and liabilities are off-set and the net amount reported in the balance sheet only when there is
a legally enforceable right to offset the recorded amounts, and there is an intention to either settle on a net
basis, or to realize the asset and settle the liability simultaneously.

Provisions for loans and advances

Loans and advances are financial instruments originated by the Bank by providing money to the debtors.
The loans and advances are stated at cost less impairment losses. Impairment losses comprise specific
provisions against debts identified as bad and doubtful and general provisions against losses which are likely
to be presentin any loans and advances portfolio. The Bank follows the National Bank of Ethiopia, Supervision
of Banking Business Directive SBB43/2008 in determining the extent of provisions for impairment losses. The
Directive classifies loans and advances into the following;

i _Passloans

Loans and advances in this category are fully protected by the current financial and paying capacity of
the borrower and are not subject to criticism. In general, loans and advances, which are fully secured,
both as to principal and interest, by cash or cash substitutes, are classified under this category regardless
of past due status or other adverse credit factors.

27
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NIB INTERNATIONAL BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED JUNE 30, 2017

ii Special Mention

Any loan or advance past due 30 days or more but less than 90 days is classified under this category.
iii Substandard

Non-performing loans or advances past due 90 days or more but less than 180 days is classified
under this category.

iv Doubtful

Non-performing loans or advances past due 180 days or more but less than 360 days is classified as
doubtful.

v Losses
Non-performing loans or advances past due 360 days is classified as loss.

As per the Directive, provisions for impairment losses are determined by applying the following
minimum provision percentages against outstanding principal balance of each loan and advance.

No. Loan Category Extent of provision required

1 Pass loans 1% of the outstanding loan balance
2 Special mention loans 3% of the outstanding loan balance
3 Substandard loans 20% of the net loan balance

4 Doubtful loans 50% of the net loan balance

5 Loss loans 100% of the net loan balance

Note: Net loan balance is outstanding loan balance less net recoverable value of collateral.

4. CASH ON HAND

Currency: Ethiopian Birr

2016

Local Currency 1,146,456,118 964,970,918
Foreign Currency 14,389,914 13,550,712
1,160,846,033 978,521,630

28
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NIB INTERNATIONAL BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED JUNE 30, 2017

5. DEPOSITS WITH LOCAL BANKS

ECX and other accounts with other Banks
Fixed Time Deposit

6. DEPOSITS WITH NATIONAL BANK OF ETHIOPIA

Statutory Reserve Balance
Payment and Settlement Account

Issue Account

7. LOANS AND ADVANCETO CUSTOMERS

Agriculture

Manufacturing

Domestic Trade and Service
Transport and Communication
Hotel and tourism

Export

Import

Building and Construction

Mines, Power, and Water Resource

Personal

Less: Provision for Doubtful debts Other than Loans

Annual Report CQuly 2076 -lune 2017

12,595
307,500,000
307,512,595

817,190,920
120,478,835
168,572,680
1,106,242,435

96,029,321
2,287,666,311
2,098,139,392

196,252,201
1,167,571,872
1,644,138,465
1,548,556,757
1,681,034,114

31,291,195

137,730,869

10,888,410,499

(177,106,830)
10,711,303,668

Currency: Ethiopian Birr

2016
12,595
7,500,000
7,512,595

620,190,920
186,519,333
318,154,680
1,124,864,933

105,219,216
1,687,686,038
1,331,960,094

126,527,992

845,591,306
1,157,198,048

925,173,576
1,177,805,315

18,347,198

271,629,294

7,647,138,079

(135,153,131)
7,511,984,948

i,
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NIB INTERNATIONAL BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED JUNE 30, 2017

8. EQUITY INVESTMENT

Currency: Ethiopian Birr

2016
Nib Insurance S.C 12,500,000 9,696,000
Agar Micro finance S.C 8,619,100 6,167,200
Premier Switch Solution S.C. 44,996,000 44,996,000
Jemar Hulegeb Industrial S.C. 28,000,000 28,000,000
Ethio Switch S.C. 11,370,000 11,370,000
Genb Gebeya S.C 20,548,640 20,548,640
Ethiopian Reinsurance S.C 5,000,000 5,000,000
131,033,740 125,777,840
9. OTHER ASSETS
Acquired properties 41,394,484 17,670,481
Uncleared effect- local 205,169,803 75,507,938
Uncleared effect - foreign 85,776,794 36,263,215
Stationery stock 3,844,800 5,415,283
Other stock items 10,110,713 6,781,015
Prepaid rents 177,247,977 179,745,182
Withholding tax receivable 5,286 38,251
Other advances (9.1) 687,989,374 272,972,830
Cheque book and revenue stamps 2,901,443 1,027,018
Accrued interest 73,130,849 65,573,921
1,287,571,523 660,995,133
Less: Provision for doubtful debts other than loans (8,373,988) (8,373,988)
1,279,197,535 652,621,145
9.1 Other advances

Other advances 126,758,105 124,206,782
Deposit for rent for branches under establishment 12,815,607 29,405,078
ATM inter-operability account 29,278,680 21,629,257
Automatic transfer system -suspense 31,054,165 18,905,844
Purchase advance 79,498,371 61,957,929
Advance payment computerized CORE Banking system 16,867,940 16,867,940
Construction advance payment 391,716,507 =
687,989,374 272,972,830

30
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NIB INTERNATIONAL BANK SHARE COMPANY

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED JUNE 30, 2017

10.

TANGIBLE FIXED ASSETS

Balance Addition Balance
Cost 30/06/2016 30/06/17
Leasehold land 34,831,925 - 34,831,925
Fixed assets stock 37,875,407 20,841,941 58,717,349
Motor vehicles 90,434,689 8,401,986 98,836,675
Computer hardware and software 179,021,152 22,264,565 201,285,717
Office equipment 71,562,135 25,266,780 96,828,915
Furniture and fittings 70,111,353 21,096,291 91,207,643
User rights on lease 2,000,000 - 2,000,000
Buildings 73,086,606 146,476 73,233,083
558,923,267 98,018,039 656,941,306

Accumulated depreciation
Motor vehicles 57,244,618 8,318,411 65,563,030
Computer hardware and software 101,907,667 24,836,704 126,744,371
Office equipment 34,665,848 12,432,613 47,098,461
Furniture and fittings 38,779,226 10,485,683 49,264,910
User rights on lease 2,000,000 - 2,000,000
Buildings 8,743,185 2,818,525 11,561,710
243,340,544 58,891,938 302,232,482
Net Book Value 315,582,723 354,708,825
Construction in Progress 79,276,048 86,645,235 165,921,284
394,858,771 520,630,108

10.1 The Bank acquired 3,682.4 M2 of leasehold land in Lideta Sub City from Addis Ababa City Administration for 55
years at a cost of Birr 12,695,207.35. The Bank paid Birr 4,133,924in advance and agreed to pay the remaining
Birr 8,561,282 within 30 years with annual lease payment of Birr 285,376 starting from September 10, 2008 E.C.

The Bank also acquired on 12 June 2013 leasehold land of 1.980 M2 for its Hawassa branch office building for
70 years and Birr 1,108,800 was paid in advance. the Bank agreed to pay the remaining Birr 9,979,200 with
annual rental of Birr 255,877 for 40 years commencing from 12 June 2014

On 18 November 2013 the Bank acquired new leasehold land of 2,353 M2 for its Dukem branch office building
for 70 years at a cost of Birr 9,591,651 and paid Birr 3,836,660 in advance . The Bank agreed to pay the reaming
Birr 5,754,991 with an annual lease payment of Birr 574,499 for 10 years.

The Bank also acquired on Hidar 5, 2001 E.C leasehold land of 688.64 M2 for its Wolkite branch office building
for 70 years at a cost of 255,628 and Birr 76,688.64 was paid. The Bank agreed to pay the remaining Birr 178,940
with annual rental of Birr 2,510 for 70 years.
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NIB INTERNATIONAL BANK SHARE COMPANY
NOTES TO THE FINANCIAL STATEMENTS
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11. OTHERLIABILITIES

Leasehold land payable
Guarantee deposit

Cash Payment Order issued
Cheques and Claims in-transit
Exchange Payable to NBE
Current accounts blocked
Accrued interest on fixed time deposit
Telegraphic transfers payable
Board of Directors allowance
Tax payables

Dividend Payable

Other accruals

Others (11.1)

11.1 Others

Customers loan deposit accounts
Retention re-construction work
ATM Inter -operability account
Money transfer payable

Others

12. SHARE CAPITAL

Subscribed
Paid-up

22,280,147
6,326,299
265,956,459
19,813,892
41,480,374
13,113,488
141,515,506
3,800,018
1,100,000
10,592,054
50,688,781
37,909,562
302,096,316
916,672,897

36,037,492.37
3,161,870.88
15,755,665.56
(7,092,819.10)
254,234,106.45
302,096,316.16

2,200,000,000
1,792,391,500

Currency: Ethiopian Birr

2016
23,426,935
4,304,632
281,612,764
19,502,436
21,007,447
35,122,428
86,411,934
7,035,525
1,100,000
9,092,705
40,367,923
30,638,236
119,113,792
678,736,757

1,492,681
3,348,801
15,655,363
46,940,337
51,676,611
19,113,792

2,200,000,000
1,502,380,000

The Authorized capital of NIB International Bank S.C. is Birr 2,200,000,000 comprising 4,400,000 ordinary shares

of