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Visfloms
“To he the leading bank in Ethiopia”
Mifissi@oms

LIBis committed to maximizing customers’ satisfaction and its shareholders value through
quality and diversified banking service delivery, technological leadership and motivated
employees.

IMOGEGS

LIB key to success!!

Corporate valuess

Dedication to customer satisfaction;
Confidentiality;

Transparency;

Learning organization;

Professionalism;

Striving to employees’ satisfaction;

Reasonable and fair return to shareholders; and
Social responsibility.

Employees Values:

Professionalism and competency;

Reliability;

Uncompromised integrity, honesty, and ethical standard;
Customer friendliness;

Responsiveness;

Confidentiality;

Advance Bank’s interest; and

Team spirit.
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SUCCESS 7 ‘
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M@Ssag@ from the Board

Ch&imp@m@n

It is my honor and pleasure to present to the second annual general assembly the second annual report of the Board of
Directors of the Lion International Bank S.C. (LIB) comprising of its operations and financial performances for the year ended
June 30, 2009.

We are holding this annual meeting amid the lingering on of the global economic crisis, and hopes of recovering from
last year’s unprecedented financial and economic recession observed in many parts of the world. The impacts of the global
economic downward spiral had effect on Low-Income Countries (LICs) like our own country. The impact of the higher food
and fuel prices in 2007-08 on inflation, on current account deficits and budgets was substantial. The burden of higher food
prices, associated with the sharp falling demand for export commodities have slowed remittance flows and cause decline in
other capital flows. As a result the performance of the International Banking Department, which is one of the main income
generating wings did not perform as planned, though still remains to be the main contributor for the satisfactory performance
of the Bank during the year.

Despite all odds encountered in the overall global and domestic economic conditions, it can be said that LIB has registered
rewarding achievements in all aspects of its operations during 2008/09. The Bank registered a record profit of Birr 3.74 million
showing an increment of 600 % compared to its performance of the previous financial year. For the commendable income, the
International banking operations has contributed its lion’s share through efficient allocation of the scarce foreign exchange
resources.

As you may recall, the Bank has managed to open 16 branches during the preceding fiscal years. Under the fiscal year in
discussion it has increased its branch networking to 19 branches by opening additional three branches in Addis Ababa. The
pace for branch opening was slowed down due to the Board’s new policy direction adopted, which was “strive first to become
profitable in the face of ever increasing price escalation of commodities and expand later”. |t was obvious that on going
economic problems were impacting the Bank’s aggressive branch expansion strategy. The rapid expansion of branches was
affecting significantly the profitability of the Bank during the previous performance, despite its long term goal of strategic
positioning in the market, which will help the Bank to become very competitive.

It is to be recalled that in last year annual report, | had stated that one of LIB’s plans for coming year was to network all
branches through the new IT software. It is an honor to me to report to the Shareholders today that through the relentless
efforts exerted by all concerned bodies of the Bank: the Board, the Top Management, and particularly the IT team, the Bank
has successfully implemented the Delta Core Banking Solutions as of February 16, 2009, which is the first in its kind not
only in Ethiopia, but also in East Africa. We have successfully networked all city branches and Mekelle and Gonder Branches
through this modern ICT technology, which marks us to be one of the leading banks in the country to utilize European
standard banking technology. | would like to seize this opportunity to express my heartfelt appreciation to the IT Steering
Committee of the Board, IT Department and the IT Consultant for their strong commitment and devotion to realize the
Bank’s huge investment project, as per the expectation of the Board and the shareholders. This advanced technology IT
system helps our beloved customers to access their accounts in every branch under network. The remaining other branches
will be networked within short period of time.

During this fiscal year, the Bank’s paid up capital reached to Birr 194 million. As a new Bank the paid up capital of the Bank
is strong compared to other similar banks in their take off period. However, our Bank could be stronger if all the subscribed
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shares could have been paid as per their schedule. | would like to use this opportunity to kindly implore to all shareholders
to pay, their subscriptions dues as soon as possible.

It is important to note that our Bank has now become very competitive with veteran banks as well as new entrants in
all parameters, in spite of prevailing difficult economic situations. The Bank’s total asset reached Birr 952.47 million. The
aggregate deposit mobilized reached Birr 703.6 million, and the total number of deposit accounts at the end of the
reviewed period increased from 17,844 in 2007/08 to 30,900 in 2008/09. At the close of the reporting financial year, balance
of outstanding loans and advances of the Bank stood at Birr 465.22 million. It is our sincere hope that all shareholders
including their family members will continue to open accounts and work together with the Bank to fully realize the vision
and mission of the Bank.

The Bank has prepared and approved its five years strategic plan, to serve it as a road map for its overall performance
in the coming five years time. The Bank has given orientation and training to the majority of its staff to enhance their
efforts of realizing the Bank’s vision. In our future plan, we will focus on enhancing quality customer service, asset quality
enhancement, capacity building, resource mobilization and fee based revenues enhancement as major priority activities. In
addition, LIB plans to continue networking the remaining branches using Core banking solution system, while expanding
its branches cautiously in selected places.

Before concluding, | would like to thank the stakeholders of the Bank for their unreserved support and contribution towards
to the overall progress of the Bank. At the outset, | would like to thank our committed shareholders and customers, who have
been by our side all times to help the Bank reach to its current position.

Secondly, It's my pleasure to express sincere appreciation to the Founders (Promoters), who still stand to be the rear guards
of the Bank to assist when needed.

| am highly indebted to my colleagues, Board members, who have been fully dedicated to work hard and devote extra
time by shouldering several subcommittee assignments in addition to the regular Board agenda meetings. The LIB’s Board
members have been very active and alert members foreseeing and closely following up the day-to-day activities of the Bank.
They continue to deliver above and beyond the minimum expectations entrusted upon them. Finally, | am glad to thank the
members of the Management, and the whole staff, without whose share of contribution to the Bank’s current performance
could not have been achieved and future accomplishments of the Bank’s objectives could not be realized.

| reassure with great confidence to our dedicated shareholders and honored customers that the Board, the Management and
the whole staff will continue to do their level best by fully utilizing their energy, knowledge and experience to make the Bank
one of the leading banks in the industry. In this new fiscal year of 2009/10, | can assure you that the Bank will attain significant
profit level much better than the concluded fiscal year. Already the first quarter of 2009/10 fiscal year seems to indicate the
Bank’s profitability is more promising.

At last but not least, | call upon all stakeholders to renew their commitment as they have done during the establishment
period and last year to help the Bank in all its effort to be at the top of the industry in Ethiopia.

[ thank you,
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annes Kinfu (Prof.)

Board of Directors’ Chairperson
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Boarﬁl 0 Direcltors’ Repor]t

1. Introduction

The Board of Directors is pleased to present the Bank’s
overall performance and financial report for the year ended
June 30, 2009. to the second Annual General Assembly of
the shareholders.

1.1 Business and Economic Environment:

The financial institutions performance largely depends on
the prevailing macroeconomic situation of a country and
on global economic situational trends which more or less
influence the performance of the financial market of the
domestic economy.

The fiscal year 2008/09 witnessed slow-down in the world
economy growth, actively slowing the performance both
advanced and emerging economies. Growth in the least
developed country (LDC) group wentdown from 7.8 percent
in 2007 to 6.4 percent in 2008, breaking a 4-year trend of
growth over 7 percent. In 2009, the growth is expected to
decline further to 5.3 percent below the minimum rate of
growth needed to achieve the Millennium Development
Goals (MDGs). The financial crises have caused wide
reaching strains on banking systems and credit conditions
with a further weakening in global economic activity. On
the other hand, global inflationary pressures have eased,
due to the sharp decrease in commodity prices.

This global economic situation affected the LDCs through
lower commodity prices, weaker investment and trade
flows, and higher exchange-rate vulnerability. Aid flows,
which are important for funding improved social service
delivery, large-scale infrastructure projects and industrial
development, have been affected, as traditional donors
stuck in the financial crisis, began to retreat on their aid
commitment. Thus further hampering, progress towards
achieving MDGs. This condition is engulfed by the severest
financial crisis since the Great Depression.

Ethiopiatoo has been adversely impacted primarily through

lower commodity prices and falling external demand for its

primary products. On the domestic side also, there have

been constraints on aggregate demand in overall economic

activities, though growth performance of the Ethiopian

economy in general has been consistently growing over 10
percent in the last five years.

With regard to the financial sector, there have been
encouraging achievements during the last five fiscal
years (2003/04-2007/08). Deposits have grown, allowing
commercial banks to spread-out their loan over the
same period. The market share of private banks has been
steadily increasing in-terms of all banking operations.
Apart from the remarkable achievements made, NBE
has promulgated a limit on the maximum stock of banks’
outstanding loan balance due to the volatility of the
world economic situation, which partly affected Ethiopia
to have high inflation. These policy measures do create
restrictions on the lending activity of banks on the one
hand, and create the piling up of costly unutilized funds
on the other. The situation obviously calls for action
in mitigating the challenges associated with global
economic slump and domestic factors-gaps.

1.2. Major achievements of LIB

Despite of various created by the
business environment. LIB has registered satisfactory

challenges

achievements in all aspects of its operation during
2008/09 fisical year. Accordingly, the Bank registered a
record profit of Birr 3.74 million showing a surge of 600
percent compared to its performance of the preceding
financial year.
International Banking operation of the Bank has
registered commendable performance through efficient
allocation of the scarce foreign exchange resources.
the Bank has increased its branch
networking by opening additional three city branches
during the year under consideration.

Furthermore,

Moreover, LIB has successfully implemented and started
Delta Core Banking solution in all of the city branches,
Head Office and IBD. All city branches are networked
by the advanced technology IT system that enables
customers to access their accounts in every branch under
network. LIB is now ready to comply with recent NBE’s
instructions to participate in electronic switch system for
clearing and settlement of banking transactions.

During the fiscal year, the Bank’s paid up capital reached
Birr 193.7 million. Though the subscribed shares are
expected to be paid in the near future, the stated paid
up capital balance is in a satisfactory position comparing
with the industry.
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Subsequently the breakdown of deposits by type for 2008/09
is depicted in the pie chart below.

2.1 General

At the end of 2008/09 fiscal period, the total asset of LIB
reached Birr 952.47 million exceeding the preceding fiscal

Chart 1:Com position of Deposit Mobilized as at 2008/09 FY

71%
year by Birr 378.4 million . Current Asset comprised of Birr

442.7 million and fixed asset Birr 17.5 million of the total

43.5%

asset, while deferred charges and other assets constitute
Birr 492.27 million . Total loans and advances constituted 49

\

percent of the total asset and the loan to deposit ratio stood S
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The total liabilities of the Bank grew by Birr 357.6 million (88
percent) compared with that of the previous balance of Birr
403.1 million and stood at birr 760.71 million. Total deposits

The chart below shows deposits structure by category for
three consecutive fiscal years since its establishment.

Chart 2: Trends and Comparisons on Aggregate Deposits
constituted 92 percent of the total liability and total capital
and reserves reached Birr 191.76 million which is Birr 20.75
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Deposit Mobilization .
At the end of the fiscal year 2008/09 the aggregate deposits
composed of Demand, Savings, and Time deposits of LIB
reached Birr 703.6 million which is Birr 328.3 million (87.5

percent) over that of the performance of the preceding

'n Demand Deposit m Saving Deposit m Time Deposit m Total Deposit of the year

2.3 Loans and Advances

fiscal year. The total saving deposit constitutesithe major At the close of the reporting financial year, outstanding loans

share of total deposits representing Birr 347.34 million and advances balance of the Bank’stood at Birr 465.22 million

when i .more oy 2 170'18_ r'r.1|II|on jchan the. piatetk 1.:|scz.:1| showing Birr 284.87 million (157.96 percent) improvement
year, whilerdemand deposit IMRIEERTISRINIERO=IS I over that of the performance of the preceding fiscal year.
The fiscal year 2008/09 was marked by substantial credit

expansion. The increment was largely attributed to the

Birr 305.9 million showing increase by Birr 148.8 million and
time deposit is Birr 50.36 million which increased by Birr

Lzl e, growing credit appetite of the economy and flexibility of the

top management and board members of the Bank to grant
While the total number of deposit accounts increased from

17,844 in 2007/08 to 30,900 in 2008/09 fiscal year showing
a 73.2 percent growth. These shows an encouraging

loans.

Lion International Bank tried to finance to those economically

R viable and socially equitable business. Accordingly, Loans

in the Bank since its establishment. extended to the Domestic Trade and services claimed 42

Table 1: Breakdown and Trend of Deposits in Birr percent followed by Import loans, which got 25 percent,
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Table 2: Loans and Advances by economic sector at June
30, 2009 (in millions)

SN Economic Sectors Amount
1 Domestic Trade and Service (DTS) 196.46
2 Import 117.12
3 Merchandise 41.03
4 Manufacturing 35.30
5 Agriculture 29.02
6 Building and Construction 25.80
7 Export 23.79
8 Emergency Staff Loan (others) 1.57
Total 470

Birr 14.36 million (27.54 percent) from other income. The
total revenue of this fiscal year was up by 65 percent when
compared with the performance of last budget year.
Income generated from foreign banking activities, mainly
from gain on foreign currency revaluation, stood at Birr
12.7 million or 24 percent of the total income.

Table 4: Comparison and trends of incomes

Chart3:C

ion of Loans and by Sector for the 2008/09 FY

Builing and Construction
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in Birr ‘000
INCOME 2006/07 2007/08 2008/09
Interest income from Loans & Adv. 957.00 14,871.75 28,951.21
Interest income from Surplus Fund 2,308.00 5,034.50 3,747.31
Commission income 603.00 2,062.89 5,090.92
Other income 600.00 9,542.29 14,360.50
Total income 4,468.00 31,511.43

Component wise, term loan got a lion’s share of 75 percent,
over draft loan 16.3 percent and merchandise loan 8.7
percent.

2.4
The paid-up capital of the Bank rose to Birr 193.69 million
as at June 30, 2009. This showed an increase of birr 16.99
million compared to the preceding year’s position and
the number of share holders of the Bank stood at 6,391 at
the end of the FY. This suggests that shareholders are still

Capital and Reserves

expected to pay the remaining subscribed capital so as to
strengthen the financial position of the Bank.

Table 3: Paid-up Capital in Birr'000

Fiscal Year Amount Number

Starting Capital 108,000.00 4,743
2006/07 139,824.00 4,795
2007/08 176,697.00 5,900
2008/09 193,693.00 6,391

As per the subscribed capital payment schedule the Bank’s
paid up capital could have been raised to Birr 324 million at
the end of 2008/09fiscal year.This indicates all shareholders
should renew their committment.

3. Income statement development
3.1 Income
Birr 52.12 million revenue was generated by the end of

the fiscal year of 2008/09. Of this sum, Birr 32.7 million or
62.71 percent of the total income was from interest income.

Income generated from commission stood at Birr 5 million
or 9.76 percent of the total income and the remaining

Chart 4: Composition of Revenue for the 2008/09 FY
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3.2 Expense

By the end of the fiscal year 2008/09, total expense of the
Bank including provision on loans and advances reached
Birr 48.41 million. The stated amount was 50 percent
higher than the same period of last fiscal year.

Table 5: Comparison and trends of expenses in Birr ‘000

EXPENSE 2006/07 2007/08 2008/09
Salaries & Benefits 3,259.18 9,963.74 14,821.46
General Expense 4,935.96 14,464.48 19,447.23
Interest Expense 375.09 6,445.04 11,348.83
Provision 753.34 1,367.50 2,793.73
Total Expense 9,323.57 32,340.77

During thereporting period interest expense was Birr 11.35
million; that is 76 percent higher than that of the previous
year.The total interest expense of the year represented 23.4

Lton International Bantk J. 6. -
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percent of the over all expense. This is owing to the large
increase of ordinary saving deposit. Salaries and benefits
expenditure by the end of the fiscal year 2008/09 stood
at Birr 14.82 million, which accounted for 30.62 percent
of the total expenditure. The stated amount has shown
48.8 percent increase on the same period of last year. The
increase was attributed to the additional recruitments and
promotions made by the bank during the fiscal period. In
addition to this, salary and benefit adjustment made during
the fiscal year is also a contributing factor. By the end of
the fiscal year 2008/09, General expense reached Birr 19.45
million (40%), i.e. went up by 34.4 percent vis-a-vis the last
fiscal year. The percentage increase in total expense was
mainly due to the opening of additional branches and in
connection with the launching of core banking solution of
the bank. This increment, in general, calls LIB's management
and all staffs to exert much effort towards reducing the
banks controllable expenses.

Chart 6: Composition of Expenses for the FY 2008/09
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3.3. Profit/ Loss structure

During the fiscal year 2008/09, performance of LIB was
encouraging. The Bank earned operating profit before
tax of Birr 3.74 million, exceeded by about 600 percent
compared with the last year’s same period performance.
The performance registered in international banking
operations and the growth in interest income from loans
and advances especially in the last quarter were the main
factors contributing to the improvement in the Bank’s profit

level. It is also a result of the strategic move made by the

Bank’s Board members and Management in the rational
utilization of the scarce resource.

4. International Banking Operations

International banking is one of the core lines of banking
operation that generated a significant portion of income
for the Bank during the 2008/09 FY. Lion International
Bank has processed 585 import and export documents
amounting to Birr 225 million generating total revenue of
Birr 12.7 million at a total cost of Birr 3.5 million resulting a
net profit of Birr 9.2 million.

Compared to 2007/08 FY performance, the volume of the
number of documents processed has grown by 266 (80
percent) and Birr 29.8 million (15.3 percent) in amount
while the expense has increased by Birr 0.3 million (10.2
percent).

In general, international banking operation contributed
about 24 % of the total income of the bank and 7 percent
of the total expense of the bank. The Bank has already
established correspondent banking relationships with
major international banks. The Bank has also established
relationship with Money Gram International Money
Transfer and has tried to establish with other international
money transfer and correspondent banks so as to
expand its service coverage during the fiscal year under
consideration.

5. Human Resources Development
Activities

The number of employees of the Bank at the end of the
fiscal year of 2008/09 stood at 504, illustrating a netincrease
of 69 employees (16 percent) from the previous fiscal year.
The growth is due to the recruitment of 139 additional
employees to accommodate the increased volume of the
Bank’s activities and the newly opened Branches of the
Bank.

During the fiscal year under review, the Bank promoted 74
internal staff to fill the vacant positions. On the other hand,
about 121 staff took different banking related training
programs organized by external training institutions and
in-house training programs during the reported period.

LALLM Report Crded June 30, 2009 )
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6. Information Technology

Lion International Bank had embarked on a big project of
automating its operations with core banking solution and
linking its branches with a computer network by a software
solution called Delta Informatique since its inception on
October, 2006. Accordingly, the project has progressed
on its schedule and went-live in all city branches, IBD and
Head Office during 2008/09. The implementation of the
project enables customers to access their accounts in any
of the branches within the network. The Bank considers this
achievement a milestone as it has now a capacity to move
forward to other new banking technology innovations.

7. Branch Expansion (Branch Network)

Believing that branch expansion is a necessary long term
investment towards mobilizing deposits and contributing
its share in fostering economic development, the Bank
managed to open three branches during the reporting
period in Addis Ababa; these are Gotera, Athlete Haile
G/Selassie and T/Haimanot Branches. The Bank has 19
branches at the end of the fiscal year 2008/09. Of these, 8
branches (42 percent) are operating in Addis Ababa and
the rest 11 (58 percent) are distributed in major towns of
the regional states.

8. Future Plans

Based on its five year strategic plan, LIB has drawn up its
annual corporate operational plan for the 2009/10 FY.
The plan underpins asset quality enhancement, capacity
building, inhancing customers satisfaction, resource
mobilization and fee based revenues enhancement as its
major priority activities. In addition, LIB planes to continue
networking the remaining branches using Core Banking
Solution System. Further more, the task of staff motivation
will be done through introduction of benchmarked benefit
packages, new salary scale and training. The expansion of
the branch network in promising areas of Addis Ababa and
regional towns will also continuein the coming yearinavery
highly selective manner. The Bank also plans to strengthen
credit risk management system and international banking

services through more articulated policies and procedures.

In addition, it is planned that strong emphasis will be given
to the mobilization of financial resources during the
4y ) coming year.

9. Corporate Governance

In spite of its busy schedule dealing with banking activity
matters and issues that are part of regular agenda, the Board
has attempted to give important consideration to Good
Corporate Governance matters as well in its deliberation
with respect to the following:

a. Financial discipline. The Board intermittently
has taken time to see financial discipline is
thoroughly exercised in a transparent and
acceptable financial standard manner by

regularly and timely issuance, reviewing and

follow-up discussion on quarterly internal audit
reports, and quarterly management progress
report and rectification action, towards
constantly monitoring internal control system
and procedures of the Bank. In this regard the
active participations of Board members in the

Audit Committee have been immense.

b. Board effectiveness and performance. The
Board is constantly questioning its effectiveness

in terms of attendance, competency,
shouldering extra assignments and task outside
reqular meeting to understand and share
problems below and examines its knowledge
and accountability in the matter. It deliberates
a lot on the interplay between ownership and
executive power, management versus board’s
jurisdiction, and the radius of its managing and
directing activity. Last but not least, the Business
Development Sub-Committee has beenactively
engaged in various activities, among which
giving guidance in the preparation of the five
years strategic plan review of organizational
structure, staffing and helding various
discussions with different stakeholders of the

Bank.

c. Risk and credit. Although the discretionary
limit on credit approval is set at various levels
by policy and procedures, extensive effort and
time is spent to ensure that credit and risk
analysis is real and not mythical. But given the
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financial statements, bold decisions have to be
made to balance risk assumed in face of non-
reliable or not available financial information.
The Board Credit Review Sub-Committee had
to work extra time to thresh - out matters and
put on time to go and observe on sight collateral
and interview clients to ensure accountability of
Board. On going efforts are constantly exerted
to update Loan Application Formats, and Policies
and Procedures.

Social Responsibility and promotion. The
Board deliberates heavily on extent of social

responsibility vis-a-vis its promotional activity.

Others. All Board of Directors have been made

to be members of several regular and ad-hock
special sub-committee of the Board to handle
specific matters in depth. Following are some of
the various sub-committee of the Board:
IT Committee, Credit Review Committee, Audit
Committee, Business Development Committee,
Management Leadership Challenges Taskforce,
Management Structuring Committee, Human
Resource Committee, Customer Handling
Issues Committee, Client Complaint/Appeal
Committee. Some Board members have served
in more than one committee as and when their
expertise is needed.

LIB Iggc' _i_('/)‘ S’I‘J(IS(C

The Board has held several meetings with department and
division heads, general staff (employees), management,
selected shareholders and promoters (founders) to update
concerned stakeholders on the on-going progress of the
Bank. These are meetings held in addition to regular meeting
and sub-committee assignments.

10. Vote of Thanks

The Board of Directors likes to take this opportunity to express
its sincere appreciation first to its clients (deposit account
holders) and borrowers alike for building their confidence
in us. Second appropriate recognition is due to employees
and management of the Bank without whose daily routine
task accomplishment the overall performance results of the
bank could not be realized. Not least complements are to be
extended to the promoters (founders) who have been the
standing back sentinel of the Bank, ready to assist when winds
of concern begin to blow. The Board would like to express its
gratefulness to NBE for the guidance it has given us in our
surfing the perilous waters of finance.

Finally, acknowledgements are due to the Board members
who have been working selflessly devoting extra time and
effort to bear additional tasks in permanent & ad-hoc special
sub-committees of the Board in addition to their regular board
membership’s duties.

I thank you,

Johannes Kinfu (Prof.)

Board of Directors’ Chairperson
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Athlete Haile G/ Selassie and Ato Yohannes
Bekele Administrator of Bole Sub-city
Inagurating Athlete Haile G/ Selassie Branch.

A ]
Ato Getachew Bekele Administrator of
Kirkos Sub-city Inagurating
Gotera Branch.

Lideta Sub-City Inagurating
Teklehaymanot Branch.
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Auditors Report

A%l - DL PTaONNLATO PLAN APELLPTS A9 ACT
Ama - Hai Chartered Certified Accountants & Auditors

Partners
Amanuel Bahta, FCCA (U.K.)
Haileselassie G/kidan, FCCA (U.K.)

AUDITORS’ REPORT
ON FINANCIAL STATEMENTS OF
LION INTERNATIONAL BANK SH. CO.

We have audited the accompanying Balance Sheet of Lion International Bank Sh. Co. as at
30 June 2009, Income Statement and Cash Flow Statement for the year ended 30 June 2009.
These financial statements are the responsibility of the bank’s management. Our responsibility
is to express an opinion on them.

We conducted our audit in accordance with International Standards on Auditing. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. Audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. And also
includes assessing the accounting principles used, significant estimates made by management,
as well as evaluating the overall statement presentation.

In our opinion, the financial statements present fairly, in all material respects, the financial
position of the bank as of 30 June 2009 and of the results of its operations and its Cash Flows
for the year ended 30 June 2009.

We have no comments to make on the report of the Board of Directors of the Bank in so far as
it relates to these financial statements and pursuant to Article 375 of the Commercial Code of
Ethiopia 1960 recommend approval of these financial statements.

Addis Ababa
September 29, 2009

o?@ Charte‘ed
: TEL.: 2511165524 71/251 11 515 33 08 5 27 29 AS.0 AN A5 P

%’ MOB.: 251911 24 34 05/251 911 50 95 45 Addis Ababa, Ethiopia

@ P.O BOX: 13735 Email: hailegeb@ethionet.et

amanuel.bahta@yahoo.com.
Olympia, SA Building 11** Flour, Room No. 407/3
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LION INTERNATIONAL BANK SH. CO.
BALANCE SHEET
AS AT 30 JUNE 2009

ASSETS

Cash & balance with banks

Reserve with National Bank of Ethiopia (NBE)
Foreign bank deposits 4
Loan & advances 2d, 5
Stock of supplies 6
Other assets 7
Deferred charges
Investment 9
Fixed assets

Total assets
LIABILITIES, CAPITAL AND RESERVES

LIABILITIES

Deposits from customers 11
Other liabilities 12
Margin held on letters of credit

Total liabilities

CAPITAL AND RESERVES

Paid up capital 13
Accumulated profit (loss)

Total capital and reserves

Notes

274,782,095
107,000,000
60,932,808
465,227,199
2,554,771
13,205,038
10,207,330
1,029,573
17,529,638

CURRENCY: BIRR

2008

276,329,826
54,000,000
34,398,585

180,348,258

3,121,306
6,916,822
2,449,896
1,029,573
15,543,853

952,468,452

574,138,119

703,601,002
36,283,157
20,821,519

375,228,537
24,116,377
3,781,573

760,705,678

403,126,487

193,693,054
(1,930,280)

176,696,900
(5,685,268)

191,762,774

171,011,632

: £+
Total liabilities, capital an ZeIve s ”;m\ .. 952,468,452 574,138,119
A <3
e o
XS
2471 »

m, .
42;17’8’ Charte‘e: ud\f&()‘%
~tants & ==

>
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LION INTERNATIONAL BANK SH. CO.
INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2009
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CURRENCY: BIRR

PRIOR YEAR ADJUSTMENT

NET LOSS CARRIED FORWARD

4 655 24 71
'7”’%% “Hai Chantere®
e Countants & AY

AP Ao
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16,302

INCOME Notes 2008
Interest income 14 32,698,524 19,906,255
Less: Interest Expenses 15 (11,348,833) (6,445,039)
Net Interest Income 21,349,691 13,461,216
Commission, fees and charges 16 5,090,921 2,062,888
Net gain from dealing in foreign
currencies 2g, 17 7,498,328 5,136,461
Other income 3,715,706 2,043,270
Net operating income 16,304,955 9,242,619
Provision for doubtful loans and (2,793,730) (1,367,503)
advances
Net interest and other income after
provisions for doubtful loans and
advances 34,860,916 _ 21,336,332
\ OPERATING EXPENSES
Qg Salaries and benefits 14,821,459 9,963,740
% General administration expenses 18 16,017,971 11,956,923
\ﬁb Directors fee 207,800 222,000
N Audit fee 75,000 23,000
\5 Total operating expenses (31,122,230) (22,165,663)
3
S| NET PROFIT (LOSS) FOR THE YEAR 3,738,686 (829,331)
N
N
§ NET LOSS BROUGHT FORWARD (5,685,268) (4,855,937)
§
o
S
g

(5,685,268)

22
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LION INTERNATIONAL BANK SH. CO.
STATEMENT OF CASH FLOW
FOR THE YEAR ENDED 30 JUNE 2009

OPERATING ACTIVITIES

Net (loss) profit

Amortization of deferred charges
Depreciation

Prior year adjustment on fixed assets

Operating (loss) before working capital changes

(Increase) Decrease in stock of supplies

Increase in other assets

Increase in loans and advances

Provision for doubtful loans and advances

Increase in deposits from customers

Increase in other liabilities

(Decrease) Increase in margin held on letter of credit

Net cash generated from operating activities
INVESTING ACTIVITIES

Acquisition of fixed assets

Increase in investment

Increase on differed charges

Net cash used in investing activities

FINANCING ACTIVITIES
New shares issued and paid

Net cash generated from financing activities

Cash and cash equivalents at end of the year

CASH AND CASH EQUIVALENTS
=08 P
Cash on hand
Cash and balances with Natioffal Bagi of Ethu@a
Cash and Balances with domegti&ban
Cash and balances with foreig S4q

k
%2

CURRENCY: BIRR

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of the period

2008
3,738,686 (829,331)
668,530 641,677
2,905,175 2,413,494
20,477 .
7,332,868 2,225,840
566,535 (1,799,256)
(6,288,213) (227,827)
(287,672,670) (107,130,970)
2,793,729 1,367,504
328,372,465 252,972,566
12,166,780 16,027,557
17,039,946 2,360,266
66,978,572 163,569,840
(4,895,136) (6,065,535)
(8,425,964) (396,945)
(13,321,100) (6,462,480)
16,996,154 36,872,190
16,996,154 36,872,190
77,986,494 196,205,390
364,728,409 168,523,019

442,714,903

364,728,409

o

he
WPEPFe 17
e B £

115,248,068
142,448,530
72,633,228
34,398,583

Countants &

55
"’a “Hai Cramered 14,903
fw/ ts & A

364,728,409

>
.
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LION INTERNATIONAL BANK SH. CO.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

1. BACKGROUND

Lion International Bank (S.C) was formed in Ethiopia in 02 October 2006 and is
registered as a public shareholding company in accordance with Licensing and
Supervision of Banking Business Proclamation N¢. 84 /1994 and Commercial Code of
Ethiopia 1960.

The Bank’s principal activity is commercial banking.

The registered address of the bank is Yeka sub city, Kebele 12, House New Lex Plaza
Building, Addis Ababa.

2. SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted by the Bank are stated below:-
a) Statement of compliance
The financial statements have been prepared in accordance with International

Reporting Standards (“IFRS”) promulgated by the International Accounting
Standards Board.

The financial statements are presented in Ethiopian Birr.
b) Basis of preparation

The financial statements are prepared on historical cost basis. Financial assets
and liabilities and non-financial assets and liabilities are stated at amortized

exchange rate.

,b .
Haz Chartere®
C0untants & A
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LION INTERNATIONAL BANK SH. CO.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

c) Financial instruments
(i) Classification

A financial instrument is any contract that rises to a financial asset for
the bank and a financial liability or equity instrument of another party. All
assets and liabilities in the balance sheet are financial instruments except
fixed assets, deferred charges and shareholders equity.

The major financial instrument of the Bank is originated loans and
advances.

Originated loans and advances are loans and receivables created by the Bank
providing money to a debtor. Originated loans and receivables comprise
deposits and other balances due from banks and loans and advances to
customers.

(ii) Recognition of financial instruments

The Bank initially recognizes financial assets and liabilities on its balance
sheet on the date it becomes a party to the contractual provision of the
instrument. Any gains and losses arising from changes in value of the
asset are recognized from this date. When the Bank becomes a party to the
contractual terms comprising a loan and as a consequence has the legal
right to receive principal and interest payments on the loan, it controls the
economic benefits associated with the loan. Normally, a bank becomes a
party to the contractual provisions that comprise a loan (i.e., acquires legal
ownership of the loan) on the date of the advance of funds or payment to
third party. As a result, a ¢ a.lend funds is not recognized as an

asset on the balance sh
g 4;7*

,e.

‘\ h‘PﬂtP’?

| *

A& 011-855 2
) 471
N
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LION INTERNATIONAL BANK SH. CO.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

d)

Llon International Bank J.6.

(iii) De-recognition of financial instruments

All financial assets are derecognized when the Bank loses control over the
contractual rights that comprise the assets. This occurs when the rights
are realized, expired or are surrendered. A financial liability is derecognized
when it is extinguished.

(iv) Measurement of financial instruments

The Bank measures all financial instruments initially at cost, including
transaction costs.

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 provision against losses which are likely to be present
in any loans and advances portfolio. The Bank follows the National Bank of
Ethiopia Supervision of Banking Business Directive number SBB 32/2002
in determining the extent of provision for impairment losses. The Directive
classifies loans and advances into the following:

(i) Pass loans

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, loan and advances, which are fully secured, both as
to principal and interest, by cash or cash substitute, is classified under this
category regardless of past due sta r adverse credit factors.

AP Ao
LIB KEY TO SUCC
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LION INTERNATIONAL BANK SH. CO.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

(ii) Special mention

classified under this category.

(iii) Substandard

than 180 days is classified under this category.

(iv) Doubtful

than 360 days is classified as doubtful.

(v)] Loss

loss.

as follows:
Loan Category Extent of Provision Required

1. Pass loans 1% of outstanding loan balances
2. Special mention loans 3% of the outstanding loan balances
3. Substandard loans 20% of the net loan balance (Note)
4. Doubtful loans 50 % of the net loan balance
5. Loss loans 100% of the net loan balance

Note

Net loan balance is o
of collaterals.

Z"‘Hai Chartere® ¢
<Countants & AY

As per this directive, the provision for impairment losses is determined

oan balance less net Recoverable Value

Any loan or advance past due 30 days or more, but less than 90 days is

Non-performing loans or advances past due 90 days or more but less

Non-performing loans or advances past due 180 days or more but less

Non-performing loans or advances past due 360 days is classified as

Lton International Bantk J. 6. TS
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LIB KEY TO SUCC /J



Llon International Bank J.6.

LION INTERNATIONAL BANK SH. CO.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

a) Fixed assets

b)

e

&

Fixed assets are stated at cost less accumulated deprecation. Depreciation is
charged on straight line bases at the following rate.

%
Vehicles 20
Furniture, fittings & equipment 10
IT equipment 10
Deferred charges 20

Revenue recognition

Interest income and expense in the income statement are recognized on accrual
basis.

Fees and commission income arise on financial services provided by the bank
and are recognized when the services are provided to customers.

Foreign currencies

Foreign currency transactions are recorded at rates of exchange ruling at the
value date of the transactions.

Monetary assets denominated in foreign currencies, which are stated at
historical cost, are translated at the mid exchange rates ruling at 30 June

2009. Foreign exchange differences arising on translations are recognized in
the income statement.

Cash and cash equivalents

demand.

*

/7,
Hai Chaered o
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LION INTERNATIONAL BANK SH. CO.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

e) Deferred charges

These are the total expenses incurred by the bank less interest earned on
its savings account and time deposit during the establishment period and
costs incurred during opening new branches and cost of new banking software
(Delta software). This balance is amortized over five years.

CURRENCY: BIRR

3. CASH AND BALANCE WITH BANKS 2008
Cash on hand 141,736,381 115,248,068
Deposits with domestic banks 80,848,580 72,633,228
NBE-payment and settlement account 52,197,134 88,448,530

274,782,095 276,329,826

4. DEPOSIT WITH FOREIGN BANK

CommerZ Bank AG - Frankfurt 60,932,808 34,398,585
60,932,808 34,398,585

5. LOANS AND ADVANCES

Analysis by period of maturity

Maturities are expressed in terms of the original loan period to the repayment
date:

Loans and advances due:

Within 12 months 67,003,500 61,108,082
After 12 months but within 24 months 122,636,273 2,940,113
After 24 months 280,501,997 118,420,905

W ¢%P‘§;;"ﬁh<47¢ \470 141,770 182,469,100
Less: Provision forfloubfifbeettaqy~2g, * §914,571) (2,120,842)

~ 180,348,258

"’a ‘Hai Chartet9°
CC’JUntants & P
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LION INTERNATIONAL BANK SH. CO.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

CURRENCY: BIRR

Q

%\1\ ,205,038
3

o \

. J

St 4.-Hai Chartere®
2untants & 1

0
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Analysis by sector 2008
Export loans 23,791,697 14,435,782
Import loans 117,123,678 69,785,132
Manufacturing & production 35,310,130 3,517,186
Building construction 25,802,327 18,774,360
Domestic trade 196,461,449 75,374,037
Staff (others) 1,596,725 582,603
Agricultural loan 29,021,554 -
Merchandise loan 41,034,210 -
470,141,770 182,469,100
Less: Provision for doubtful debts (4,914,571) (2,120,842)
Loans and advances, net 465,227,199 180,348,258
6. STOCK OF SUPPLIES
Negotiable instrument 2,292,560 250,345
General supplies 196,997 268,384
Stock, non supplies 50,283 454,246
Others 14,931 12,408
Goods in transit - 2,135,923
RS - 2,554,771 3,121,306
% 7. OTHER ASSETS
\.g.\,
§ Prepayments 2,497,011 4,917,625
& Miscellaneous 487,883 1,643,318
N Payments and deposits 10,460 -
N Accrued income 821,322 179,199
5 Stock overage - (40,573)
~§ Stock shortage 15,412 16,991
75 Others - 8,378
% Travelers cheque 91,284 191,884
A ODP purchased P 9,281,666 -
S y
> » i&wm@?’\ 6,916,822
3 A
g\% e
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LION INTERNATIONAL BANK SH. CO.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

CURRENCY: BIRR

8. DEFERRED CHARGES 2008
Balance at 30 June 2008 3,354,911 2,957,966
Add: Additions during the year 8,425,964 396,945
(Delta software) 11,780,875 3,354,911
Less: Amortization
Opening balance 905,015 263,338
Current year 668,530 641,677
(1,573,545) (905,015)
10,207,330 2,449,896
9. INVESTMENT
Lion Insurance Co. S.C. 1,000,000 1,000,000
SWIFT 29,573 29,573
1,029,573 1,029,573

Telecommunication (SWIFT).

10. FIXED ASSETS

The bank had subscribed 160,000 shares of Birr 25 per share. Out of the total
subscribed value 40,000 shares had been paid. The bank had also purchased one
share of Birr 29,574 (2,540 Euro) from Society of Worldwide Interbank Financial

s & ”'a “Haj Chaneréass
& 4 Cﬂumants & PV

BALANCE AT ADJUSTMENT BALANCE AT
COST 30 JUNE 2008 ADDITIONS DISPOSAL 30 JUNE 2009
Motor vehicles 8,605,754 57,630 (31,541) 8,631,843
Furniture and fittings 2,916,135 371,272 - 3,287,407
Oliiee & ol 2,359,685 992,972 - 3,352,657
equipment
IT equipments 3,749,057 3,473,262 - 7,222,319
COSRREHEN i 1,080,000 ; _ 1,080,000
progress
18,710,631 4,895,136 (31,541) 23,574,226
DEPRECATION
Motor vehicles 2,216,678 1,728,148 (9,462) 3,935,364
e ) 312,347 (18,811) 622,915
280,461 1,958 495,578
584,218 (1,049) 990,731
2,905,174 27,364 6,044,588
17,529,638

Lton International Bantk J. 6. -
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LION INTERNATIONAL BANK

SH. CO.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

11.

DEPOSITS FROM CUSTOMERS

Payable on demand
Private sector
Public enterprises
Non bank financial
Co-operatives & association

Saving deposits
Private sector
Co-operatives & association

Foreign currency deposits

Term deposits
Private sector

12.

OTHER LIABILITIES

Cash payment orders

Blocked accounts

Delta bank project

Provision for annual leave
Local transfers payable
ETCON

Exchange commission

Taxes and stamp duty charges
BT digital advert
Miscellaneous payable
Retention payable

CBE

Provident fund payable
Accruals
Others

Llon International Bank J.6.

AP AoC
LIB KEY TO SUCC,

Total deposits from customers

- et Charered

CURRENCY: BIRR

2008
275,902,106 155,447,726
922,391 196,680
1,780,859 380,108
26,116,080 248,003

340,344,450
6,999,619
347,344,069

176,083,717
1,078,569
~ 177,162,286

1,173,382 824,810
— 1,173,382 824,810

50,362,115 40,968,894
~ 50,362,115 40,968,894

703,601,002 375,228,507

18,188,046 12,980,008
4,128,102 1,621,745
- 1,072,354

623,855 366,396
5,655,164 4,573,924
- 235,535
1,335,933 286,294
1,223,075 151,313
114,326 114,326
584,084 245,805
1,372,446 174,958
- 1,372,489

- 11,561

.. 2,032,437 904,228
,025,689 5,441
3,157 24,116,377

Coy
Lountants & P
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LION INTERNATIONAL BANK SH. CO.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

CURRENCY: BIRR

. \\\ 7,498,328
)

N /7, ;
N8y 4 Hai Chartere®
3 .CC’Juntants & PV

6\\0‘6’ ;

13. CAPITAL
Paid up capital
7,067,876 shares are issued and paid. The par value of one share is Birr 25.
2008
Balance at 30 June 2008 176,696,900 139,824,710
Add: Shares paid during the period 16,996,154 36,872,190
193,693,054 176,696,900
14. INTEREST INCOME
Interest on loans and advances 28,951,212 14,871,751
Interest on deposits 3,747,312 5,034,504
32,698,524 19,906,255
15. INTEREST EXPENSES
Fixed deposits 2,556,789 2,767,673 /
Saving and demand deposits 8,792,044 3,677,366
16. COMMISSION, FEES AND CHARGES 5
\M
On letter of credit 886,544 451,113 §
On letter of guarantee 1,168,105 225,974 @d
On local transfers and transactions 3,036,272 1,385,801 N
5,090,921 2,062,888 §
N
17. NET GAIN FROM DEALING IN FOREIGN CURRENCIES §
Gain on foreign excherrge 10,644,789 7,499,021 §
Loss on foreig (3,146,4061) (2,362,560) \Q
5,136,461 S
N
S
<
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LION INTERNATIONAL BANK SH. CO.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

18. GENERAL EXPENSES

Deprecation

Inspection & circulation fee
Amortization

Office rent

Stationery and printing
Communication
Correspondent charges
Advertisement and promotion
Insurance

Repair and maintenance

Fuel and lubricants

Loss on foreign exchange
Traveling

Electricity and water
Subscription and membership fees
Wages

Postage expenses

License fee

Transportation
Entertainment

Inauguration

Cleaning supplies

Tax expenses on interest income
Donation & contribution
Supplies

Others

19. LOSS CARRIED FORWARD FOR TAXATION

Net profit (loss) before taxation

Add: Non-allowable expense
Deprecation in accordance with banks policy
Entertainment
Donation

Less: Allowable expense & deposit income
Deprecation in accordance with tax
proclamation Ne°. 286/ 2002

Interest income on depositg.aspe

Llon International Bank J.6.

AP Ao
LIB KEY TO SuUCC

CURRENCY: BIRR

2008
2,905,175 2,413,385
3,000 -
669,699 641,677
5,862,611 4,741,624
1,328,449 739,510
1,696,961 1,103,661
52,931 -
917,277 436,933
651,013 403,993
396,811 182,261
227,625 126,920
34,611 _
124,316 191,753
179,605 114,444
86,987 111,215
45,044 35,255
21,533 -
23,399 -
164,371 138,057
115,735 43,116
14,236 72,078
28,882 14,252
174,974 252,507
70,000 -
37,845 -
184,881 194,282
16,017,971 11,956,923
3,738,686 (829,331)
2,905,175 2,413,494
115,735 43,116
20,000 -
6,779,596 1,627,279
(3,865,528) (3,450,147)
(6,857.372)
(7,638,240)

(14,495,612)
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LION INTERNATIONAL BANK SH. CO.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

CURRENCY: BIRR

20. CONTINGENT LIABILITIES & COMMITMENTS

Contingent liabilities represent credit-related commitments to extend letter
of credit, guarantees and acceptance and forward foreign exchange contracts
which are designed to meet the requirements of the Bank’s customers to ward
third parties. Commitments represent the Bank’s commitments approved
unutilized facilities and other commitments of the Bank.

2008
Contingent liabilities
Letters of credit (Note (a)) 50,437,668 10,185,695
Guarantees issued (Note (b)) 67,276,358 31,893,915

117,714,026 42,079,610

Contingent liabilities
Undrawn loans and advances approved

but not drawn _ 14,600,000 _ 42,312,000

Note (a)
The Bank has a lien on the goods imported through letter of credit as the

suppliers are required to send shipping documents directly to the bank.

Note (b)
The risk exposure involved in connection with the performance guarantees

issued is managed in the following manner.

- The bank has held collaterals and letters of undertaking in respect of
most guarantees issued to its customers;

- Concerning guarantees issued on clean basis, upon issuance of
guarantees customers are obliged to deposit advance payments and
subsequent collections from their clients into a current account
maintained with Bank itself under joint control of the Bank and the
customer, whereby payme QI such a joint account are made with
the consent of the Bank s d bmdyitrxsespect of related guaranteed
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LION INTERNATIONAL BANK SH. CO.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

CURRENCY: BIRR

Llon International Bank J.6.

21.

22.

23

RISK MANAGEMENT

This note provides details of the Bank’s exposure of risk and describes the methods
used by management to manage such risk. The most important types of financial
risks to which the Bank is exposed are credit risk, liquidity risk and foreign exchange
risk.

Credit risk

Credit risk, both on and off balance sheet, is managed and monitored in accordance
with defined credit policies and procedures. The credit worthiness of each counterpart
is evaluated and appropriate credit limits are established. To reduce individual
counter party credit risk the Bank ensures, whenever necessary, that all loans are
secured by acceptable forms of collateral. Although the bank has not yet established
credit limits across industries and products, it needs to review its credit exposure.
The bank loans are diversified against various sectors as shown in Note S to the
financial statements.

Liquidity risk

Liquidity risk arises in the general funding activities of the Bank and the management of
positions. It includes the risk of being unable to fund assets at appropriate maturities
and rates and the risk of being unable to liquidate an asset at a reasonable price and
in appropriate time frame. The bank has a reasonable funding base. Funds are raised
mainly from customers’ deposits.

Foreign exchange risk

Foreign exchange risks are controlled by maintaining major currencies whose exchange
rate against the reporting currency has always been appreciating. The Bank settles
foreign exchange transactions of customers at the exchange rate ruling on the date
of the transactions. Hence, the customers bear the cost of the increase in exchange
rates.

MEMORANDUM ACCOUNTS 2008

Inward bills for collection-acceptance and sight
Outward bills for collection loans and foreign

929,864
704,358

1,930,242
728,452

PRIOR YEAR ADJUSTMENT

Less: Duplication of income i

Over depreciation in previous year 17,900

Duplication of expeng

(1,598)
16,302

) ?@a% “Hai Charteveé*

£y
CC’Juntants & P ol

AP Ao
LIB KEY TO SuUCC

36




