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MEBA MICRO FIt
;:);;TEMENT OF MAN(iEGI;\S/[TE ITUTION SHARE COMPANY-UNDER FORMATION
 EOR THE YEAR END 30 mNEIZOTZI;ESPONsmmnms

15““(3”1(!”1 0, magent ” R
M( L] [A) OIISIbIIIt
‘““n[i()ll‘, the ACCOlluﬁIIg (\“d

In accordance with t

Auditing Board of E;‘?OPP;’:C(lzn;anon No. 847/2014, ‘Financial Reporting Procl

prepare their financial statem B‘E) has made a mandatory requirement for Public Interest Entities (PIE) to

Meba Micro Finance Instituti ents in compliance with International Financial Reporting Standards (IFRS). As

.A ABE, its Management is re Slon S_hare Company is categorized under the PIE, per the quantitative thrcshol‘d of

in full conformity with the POns,!,]e for the preparation and fair presentation of the company’s financial reports

fterndtional. Argaviiting Bt l‘jq.ulremenm of the International Financial Reporting Standard issued by the

financial performance and '; ards Board (IASB) which provide information about the financial position,
cash flows of the entity that is useful to a wide range of users in making economic

decisions.

The Commerci

ercial Code of Ethiopi .

Ethiopia 1243/2021 also requires Management to prepare financial statements that
financial year and the operating results of the

represent the state of affai
8 airs of the Company at the ¢ [ the
i b pany at the end ol the

\
\
N
\

The M : ]
anagement of the company is also responsibilities to:
Accounting policies, Changes in Accounting

s in accordance with IAS 8§ /

] Scl.ecl and apply accounting policic
Estimates and Errors;

and maintain

n and to design, implement
| omissions or

scords that may be relied upo
are free from materia

Management is responsible to keep re
such internal control to enable the preparation of financial statements that

ther due to fraud or error.
certify that, to the
resentation of the cffe
\ition, presentation

19

ort comply with

the financial rep
ditions in

misstatement, whe
other events and con

best of their knowledge.
cts of transactions.

and disclosure requirem

The management of the company

IFRS in that it involves a fair p
ith the definitions, recog!

cnts.

W

ill not remain a going
period,

accordance W
and

as come to the attention of management 10 \,m‘f‘ﬂmm the company W
Cnf’ rs~statenient. At the end of reporting
have been impaired

concern for at least twelve months from the ds nk
= ¥
<assel may be

management has assessed whether there is an Ationyithat i

confirmed that no any such indication exists.

4 Nothing h

n October 22, 2024 and were signed

P
* BCe
7'y

‘v
The financial statements, as indicated, were ap @
7

on its behalf by:

P

Signa(urc:/ /_ e o
\"/O'r/ganizing Committee Chair Person

Daniel Tesfaye
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INDEPENDENT AUDITOR’S REPORT SHAREHOLDR OF
: tR FORMATION
MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER F

. Unqualified opinion

i e i
We have audited the accompanying financial statements of Meba chroﬂﬁnance ;x:)szt:tutl:c()int :e(;[,qf;tnc:lx]tt (; :
pages 5 to 33, which comprise the statement of financial position as at 30 J.une ; t_ata ! ;1311 e
profit or loss and other comprehensive income, statement of changes in eqml).' and s ademtel : e; el
for the year then ended, and a summary of significant accounting policies and other exp
information. :

Basis of Opinion

We conducted our audit in accordance with International Standards on Al'ld.it‘”}g (IS.AS)' Aodlflt-
responsibilities under those standards are further described in the Auditors' RCSPO"Slbl!meS fo.ldthe u'tll
of the Financial Statements section of our report. We are independent of the Compaiy-m ACEeILanss Wlt]
International Ethics Standards Board for Accountants Code of Ethics for Professpnal .t\ccfc‘)m]tar}"sl
(IESBA Code), together with other ethical requirements that are relevant to 0}11‘ audit of the -l;mtrllc“,
statements in Ethiopia, and we have fulfilled our other ethical responsibilities in accordzu'lce wit 1‘ 1.e§c
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Managements’ Responsibility for the Financial Statements

f
. The Company's management is responsible for the preparation of financial statements that glve a tllle‘allld
fair view in accordance with the International Financial Reporting Standards and the reqmrements. of the
v Commercial Code of Ethiopia 1243/2021 and for such internal controls as manageme.nt de.termlnc are
! necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

i i i i i ny’s abilit
In preparing the financial statements, the management is responsible for assessing the Compady k thz
. . . . : n
to continue as a going concern, disclosing, as applicable, matters related to going conlcemcan using '
i i i i i iqui e Company or
= going concern basis of accounting unless the management either intend to liquidate t pany
. cease operations, or have no realistic alternative but to do so.

Auditors’ Responsibilities for the Audit of the Financial Statements

e—

Our objectives are to obtain reasonable assurance about whether the t'man(.:ial statement.s as’a.who.le are
free from material misstatement, weather due to fraud or error, and to -1ssue an auditors' report thz_lt
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guargqlp t] Fj_t ‘*3:] a.u(ln
conducted in accordance with ISAs will always detect a material misstater aWh@h 'rb;&\)gsts.

Misstatements can arise from fraud or error and are considered material if, indiv q
ke
Q'

financial statements.

o
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As part iti N .
skep i ,Of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
pticism throughout the audit. We also:

. i‘f::;‘fz’raggoassess-thc risks of material misstatement of the ‘ﬁnancial statements, whether duc to
: T design and perform audit procedures responsive to those risks, and obtain audit
EVIder}ce that is sufficient and appropriate to provide a bases for our opinion. The risk of not
etecting a material misstatement resulting from fraud is higher than for onc resulting from error, as

fraud i ; : ; . .
y may involve collusion, forgery, intentional omissions, mistepresentations, or the override of
Internal control.

Obtai . ; ) r . 1

. " :ﬁln an understanding of internal control relevant to the audit in order to design audit procedures

f?' are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
cllectiveness of the Company's internal control.

Ev : . . - :
* l'flluatc the appropriatencss of accounting policics used and the reasonableness of accounting
es s :
imates and related disclosures made by the management,

o Conclude on the appropriateness of the management use of the going coneern basis of accounting and
bascc.l on the audit evidence obtained, whether a materials uncertainty exist related to events or
conditions that may cast significant doubt on the company’s ability to continue as a going concern. If
we conclude that a material uncertainty exist, we arc required draw attention in our auditors’ report to
related disclosure in the financial or, if such disclosure inadequate, to modify our opinion. Onr
conclusions are based on the audit evidence obtained up to the date of our auditors” report. However,

. future events or conditions may cause the company to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statement represent the underlying transactions and cvents in a
manner that achieves fair presentation.

We communicate with the management regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

Reports on other legal and Regulatory Requirment

We have no comment to make on the report of the Board of Directors so far as it relates to these financial
ith the Commercial Code of Ethiopia 1243/2021 Article 34/ (1 and 2),

fc;'ﬁgancial statement.

Ly Eons

“F CARhe o
P

Addis Ababa
October 19,2024

Certified Auditor (ETH)
Chartered Certified Accountants (UK)
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STATEMENT OF FIN

ANCIAL POSITION
AS AT JUNE 30, 2023

ASSETS
NON CURRENT ASSETS
Property, plant and equipment

CURRENT ASSETS

Deposit on block account
Sundry receivable

Cash and cash cquivalents
TOTAL CURRENT ASSETS
TOTAL ASSETS

EQUITY AND LIABILITIES
EQUITY

Paid up capital

Legal Reserve

Retained caming

NON-CURRENT LIABILITIES
Retirement benefit obligations

CURRENT LIABILITIES

Account payble

Other liabilities

Tax payables

TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATIO!

Currency: Ethiopian Birr

5 23873
23873

12,644,610
. 10,125
4 359,243

RIS,

13,013,979

13,037,852

12,055,000
8 665
9 (150,461)

11,905,204
10 N

472,950

» 056,634

N\, 3,065

B 1,132,649

“ 1,132,049

N
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STATEMENT OF PROFIT AND LOSS
FOR THE YEAR END 39, JUNE 2023 Currency: Ethiopian Birr
Note
V 3
REVENUE L 064,035
Service charge o 25,000
Interest and Other Income 5.2
689,035
675,729
GENERAL AND ADMINSISRTAIVE EXPENSE 6 T e
3,306
PROFIT BEFORE TAX

PROVISION FOR TAXATION o g

13.306
PROFIT AFTER TAX .
OTHER COMPREHENSIVE INCOME 13306
TOTAL COMPREHENSIVE INCOME FORTHE |
¥ e SN
X * i \\ 7 \y
,‘/(.1"::} \‘\ =
HEOWL
) e | L)
? N 3 /
«‘2‘}':‘\\‘\\ ,«/:C/H i
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION

%TATEMENT OF CHANGES IN EQUITY
FOR THE YEAR END 30, JUNE 2023

Paid up Legal Retained
capital Reserve Earnings Total

(163,102) 4,603,898

FOR THE YEAR END 9 MARCH 2023 4,767,000

Additional Investment 7,288,000 7,288,000
Profit for the year ; - 13,306 13,306
Transferred to legal Reserve - 665.30 (665) )
Prior year adjustment ‘\. o p TR e e -
& 665 (150,461) 11,905,204

@ CamScanner
A4
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION
STATEMENT OF CASH FLow
FOR THE YEAR END 30, JUNE 2023

Currency: Ethiopian Birr

Cash flows from operating activities

Cash flows from operating aclivitics L
Depercation 7.490
Increased (decrease) in deposit (8,926,610)
Increased (decrease) in Sundry receivable 1,193,500
Increased (decrease) in other payables 971,071
(6,754,549)
. 6,741,243
Net cash (outflow)/inflow from operating activities Ghial )
Cash flows from investing activities
Purchase of property, plant and cquipment
Purchases of investment secuntics e e
Net cash (outflow)/inflow from investing activitics e
Cash flows from financing activitics
- 7,288,000
Issuance of Shares LA
: . : e 7,288,000
Net cash (outflow)/inflow from financing activitics 546,757
i 40,
Net increase/(decrease) in cash and cash equivalents (187513)
ash and cash equivalents at the beginning of the year —
- " iy 359,244
Cash and cash cquivalents at the end of the year e
359,243
. Ll b
Cash and cash equivalents
PP 75
/ . v
:, | 13
he 7 4 ;:/
R /\t‘ /!
YW _,/,f_.‘: o
CUisgrgte®”
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION
NOTES TO THE FINANCIAL STATEMENTS
OR THE YEAR END 3 |

JUNE 2023
Currency: Ethiopian Birt

General in formation

McPa Microfinance Institution Share Company has been under formation since Ovtober
registered as a non-banking financial institution as per the Microfinance Business Proclamation 62672009
and the requirment set by National Bank of Ethiopia. Currently. the bank hag a subscribed and paid ap

capital of 17,991,000 and 12.055.000, respectively.

28, 2021, to be

¥
Statement of compliance

These financial statements are preparcd in accordance with International Financial Reporting Stamdards

(IFRS) as issued by the International Accounting Standards Roard (IASB).

The Company is principally crgaged in the provision of diserse range of financial products and ferviees to
low income and Poor target cliente,

Summary of xignificant accounting palicies
Introduction 1o summary of vignificant acconnting palicies

The principal accounting policaes spyplind o the pregerstion of these financal statements are set out below
These policies have beea conistentt sgypetied g sl the veses presented, pnlss atherwize stated,

Basis of preparation
Ihe financial statements Yor whe potiod pnded 30 Jume 05T Rave been prepaded in accordance with
International Finangial Roportang Standards (115871 20 teoaed by the Iagevsational Accounting Standards

spwlatioms are mcluded wherte appropriate,

Board ("IASB"), Addstsons! sfamution 1.;(';3:::,-'3. s matwsal e

w lows aed other comprehansive ingotme, the

s { pans e

The financial sttements comprise the statomes ; i
statement of financial posstaon, the statemesyt of chamges i eguity, the statoment of cash lows and the notes

to the financial stitements

The preparation of finzncisl ststements in conformity with IFRS requires the wie of certain critical
accounting estimates, It slso reguires the mansgoment 1o eaervne it judgment i the process of applying
the Company's accounting policics, Changes i sssumphons may hasve a stgpificant impact on the fnancial
statements in the period the sssumptions changed. The massgement belicves that the underlying
assumptions are appropriate and that the Company’s finzncial statements therefore present the financial
position and its results fairly.

The financial statements have been prepared in sccordance with the going concern principle under the

seclions.

historical cost concept and fair value as lsid outin the following

Going concern
aibt that

The financial statements have been prepared on a goun
SR

P i zid

the Company would remain in existence 2fte
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR END 30, JUNE 2023
\—‘““_

Currency: Ethiopian Birr

23

25

Forcign currency translation

a) Functional and presentation currency . :

o icy of the primary economic
Items included in the financial statements are measured‘usmg the cur'r)en T_\Iv'w ol e
environment in which the Company operates (‘the functional currency’).

presentation currency of the Company is the Ethiopian Birr (Birr).

b) Transactions and balances

re tra S CC(CIH X .Iil]g
i a L y i h A [t ngc rates plcval
ig C}’ “allsaCtiOHS a t nslaled into [hc funCthlhf currenc ll‘. lng t : th i “' i i N

at the dates of the transactions, netary assets and liabilitics
currency transactions and from the translation at exchange rates of mo "

. ised in profit or
.- -ency are recognised in pro
denominated in currencies other than the Bank company’s funchllonal-cum.n‘cfn“ e srnslatetbinsingrthe
loss within other (loss) / income. Monetary items denominated in forcign currency <
closing rate as at the reporting date.

Recognition of income and expenses

: ildi d
; . s reaally o srvices, building an
carns income from interest on loans given for domestic trade and serv

The Company, ‘i IFRS 9 is
A PR —— s under §
» agriculture, personal loans cte, The interest income, which is

construction, manufacturing f financial assets, except for:
o 7 f H Dy
calculated by applying the effective interest rte to the gross carrying amount ol inanci

: - which the original credit-adjusted effective
a) Purchased or Originated Credit Impaired financial assets, for which the original credit-adj
interest rate is applied to the amortized cost of the financial asset.

it o3 : ire ave subsequently become
b) Financial assets that are not Purchased or Originated Credit Impaired htuf h"l:-':: cffcclilvc -
credit-impaired (or 'stage 3'), for which interest revenue is ealcualted by applying
to their amortized cost (i.c. net of the expected credit loss provision)

i i e.
fecion i e, investment income and other incom
In addition, the institution cams a fees and commission income, um.stn.n:; ':t o sein i e e e
These incomes are under the scope of IFRS 15. These incomes are recognized at @

institution is entitled for the transfer of services.

i e efTective interest rate on a financial asset
Fees and commission income and expenses that are integral to the effective :m:‘r‘.s e
: Aetive intereet rate 1 fees and ¢
or liability are included in the measurement of the effective interest rate. Other fe
L2

are recognized as the related services are performed.

i ansacli service fees are cxpensed as the
Other fees and commission expenses relates mainly to transaction and service p

services are received.

- . i"l l € o . . .
Lestyfied 1y ! N .

r
/,c' . [~ S
: / ¢ the dividend. \* &
generally when the shareholders approve ?‘tg& :’({"I,?Lc,g 96 I *
- o e S -aba >/
o e o . Mt“mcﬂ rénrent
Financial instruments - initial recogniti ,_mfa 1d suljséqu Ry

4

» X . i . I
: i nancia
Y F : al assct of onc entity and a fi
A financial instrument is any contract th&\é&;ﬁ, m_ﬂx‘l/ s finan
i g ab @ '/A'-f,!? ,',; N
—_— G ._'

liability or equity instrument of another entity.

10
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FOR THE YEAR END 30, JUNE 2023

2.5.1

Currency: Ethiopian Birr

Financial assets

Recognition and derecognition

Financial assets and financial liabilities are recognized when the Company becomes a party to the
contractual provisions of the financial instrument.

sz.mcml assels are derccognized when the contractual rights to the cash flows from the firgneinl asse)
;-’."P"f.cv or when the financial asset and substantially all the risks and rewards are transferred. A financial
bility is derecognized when it is extinguished, discharged, cancelled or expires.

Clas i ini
lassification and initial measurement of financinl asscts

Except for those (rade receivables that do not contain a significant financing component ffilh Kre mess e
o ’lhc transaction price in accordance with [FRS 15, all financial assets are initially measured at fair value
adjusted for transaction costs (whete applicable).

Financial assets, other than those designated and effective as hedging instrumnents, arc eipantfing! i ip

following categorics:

* amortized cost
* fair value through profit or Jase (FVTPL)
* fair value through othes comprehensive incoine (FVOCT) !

In the periods presented the Institution have financial assets categoruzed as FVOCL
The classification is determined by both:

* the entity’s business modc! for managing the financial asset

* the contractual cash flow charactenstics of the financial asset.

All income and expenses relating to financial assets that are recognized in profit or logs are presented
within finance costs, finance income or other financial items, except for impairment of loan receivables

which is presented as a separate line item.

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified into two categories:

a) Financial Assets at Amortized Cost
Loans and receivables are non-derivative ﬁnunciul}ugg‘mm"&?d,or determinable payments that are not

quoted in an active market. After initial measyr “oehf, sucirfing m,,l;as‘scls are subsequently measured at

itment. Amortised cost is calculated

jﬂ costs that are an integral part of

intes0SHid similg ,in’i-\t;{nc in income statement. The losses

arising from impairment are recognised in W‘&w w"nxpairxncxlt charge,
F£ o poelié

—

S
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR END 30, JUNE 2023

Currency: Ethiopian Bivr

The Company’s cash and cash ecquivalents, loans and reccivables that comprise of Agriculture loans,
construction loans, Trade loans.Service Loans. Consumer loans, Assct Loan ,Staft loans and Other Loan
and bonds. ' :

Financial assets are measured at amortized cost if the assets meet the following conditions (and are not
designated as FVTPL):

il

i * They are held within a business model whose objective is to hold the financial assets and collect its
) contractual cash flows

¢ Thfz contractual terms of the financial assets give rise to cash flows that are solely payments of principal
and interest on the principal amount outstanding

b)Financial assets at fair value through profit or loss (FVTPL)

Financial assets that are held within a different business model other than ‘hold to collect’ or ‘hold to
collect and sell” are categorized at fair value through profit and loss. Further, irrespective ol business model
financial assets whose contractual ¢ash ows Atc not solcly payments of principal and interest are
accounted for at FVTPL. All derivative financial instruments fall into this category, except for those

designated and effective ag hedging instruments, for which the hedge accounting requirements apply (see
below).

T}mc category also contains an cquity investment. The Company accounts for the investment at FVTPL and
did not make the irrevocable election to account for the any equity investment at fair value through other
comprehensive income (FVOCI), The fair value was determined in line with the requirements of 1FRS 9,
which does not allow for measurement at cost.

Assets in this category are measured at fair value with gains or losses recognized in profit or loss, The fair
values of financial assets in this category are determined by reference to active market transactions or using
a valuation technique where no active market exists.

The Company accounts for financial assets at FVOCH if the assets meet the following conditions:

* They are held under a business model whose objective it is “hold to collect™ the associated cash flows and
sell and

« The contractual terms of the financial assets give rise to cash flows that arc solely payments of principal
and interest on the principal amount outstanding,.

= T
~ Ccu'.h-:d Auy,, ;

., 0%

Wpfehefisive income

I . P
Any gains or losses recognized in other ¢ GQ will be recycled upon derecognition

4 .
of the asset. &/ o 3 96 N
[~ i '\\}-‘\b‘.\ e
* l\ud“ ' ‘r
\/{, e Y
7 I ,'n'/

v

/\~~‘ s b
\\ £ 3.,.,,12\;/
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11:74 EB’} MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION
OTES TO THE FINANC] A}, STATEMENTS
FOR THE YEAR ENp 3 JUNE 2023

Currency: Ethiopian Biyy

t 1
Impairment of financial assets

IFRS 9’5 impairment requircments use more forward-looking information to rccpgnizc' cxpeclc'd credit
losses — the ‘expected credit loss (ECL) model’. Instruments within the scopc of this requirement n'wludccl
loans and other debt-type financial assets measured at amorlized cost zmd. FVOCI, trade reccnvablgs,
contract assets recognized and measured under IFRS 15 and loan commitments and some financial
guarantee contracts (for (he issuer) that are not measured at fair value through profit or Joss.

Recognition of credit losses is no longer dependent on the Company first identifying a credit Joss eVe_'m.
Instead the Company considers a broader range of information when assessing credit risk and measuring
expected credit losses, including past events, current conditions, reasonable and supportable forecasts that
affect the expected collectability of the future cash flows of the instrument. '

In applying this forward-looking approach, a distinction is made between:

* financial instruments that have not deteriorated significantly in credit quality since initial recognition or
that have low credit risk (‘Stage 1’) and

* financial instruments that have deteriorated significantly in credit quality since el ‘Tecognition; dne
whose credit risk is not low (‘Stage 2”).

‘Stage 3’ would cover financia] assets that have objective evidence of impairment at the reporting date.

‘12-month expected credit losses’ are recognized for the first category while ‘lifetime expected credit
losses’ are recognized for the second category.

Measurement of the expected credit losses is determined by a probability-weighted estimate of credit losses
over the expected life of the financial instrument.

Refer to Note 4 for a detailed analysis of how the impairment requirements of IFRS 9 are applied.

Meba Micro finance Institute measures other financial assets such as staff and sundary debtors at amortize?d
cost method as pre the principles prescribed under IFRS 9. The other financial assets shall be presented in
the statement of financial position net of any associated allowance for impairment.. Al.lowance for
impairment shall be recognized based on a simplified approach where by a provision matrix will be applied
on long outstanding receivable amounts

Derecognition of financial assets

The Institution derecognises a financial assWnuggtual rights to tllle cash ﬂ0\ivs f.‘rom Fhe
financial asset expire or it transfers the rightstog: cebethe! u‘ﬂhﬁa,g_:t‘us‘nl cash flows in a transaction in which

< . — o 2 .
substantially all of the risks and rewards ;o%ﬁship oqf tlﬁﬁnc f@,\alasset arc transferred or in which the

o 5 : S . [4 N . . e :
Institution neither transfers nor retamsr E‘b ale,‘ly‘x;{f}\%(f_‘;‘p‘g ris <s~a d rewards of ownership and it does
not retain control of the financial asset | « pOG At
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.On de " .
derecognition of a financial asset, the difference between the carrying amount of the assct (or the
ognised) and the sum of (i) the consideration

carrying ; ,

r;:c)ivc%i ".“K’UN' allocated to the portion of the assct dercc

loss 1 l(‘“d“dmg any new assct obtained less any new liability assumed) and (ii) any cumulative gain or
at had been recognised in OCI is recognised in profit or loss.

ed on its statement of financial
f the transferred assets or a
amples of such transactions

;::itlig:“L’L‘::ﬂcn.lcrs i.mo transactions wh.ereby it transfers' assets recognis

ey ;)fthem a;ns cither all or substantially all of the risks and rev'vards 0

i +In such cases, the transferred assets are not derecognised. Ex
urities lending and sale—and—repurchase transactions.

wap on the transferred assets, the
ale and repurchase transactions,
f ownership of such assets.

Wher : g
uansl a§sct§ are sold to a third party with a concurrent total rate of return s
ransa . o i
o ction is ac.counled for as a secured financing transaction similar to s
ause the Institution retains all or substantially all of the risks and rewards 0

ally all of the risks and rewards
continues to recognise
which it is exposed to

In lransactif)ns in which the Institution neither retains nor transfers substanti
of ownership of a financial asset and it retains control over the asset, the [nstitution
the asset to the extent of its continuing involvement, determined by the extent to
changes in the value of the transferred asset.

Financial liabilities

s from customers, long term

The Institution's holding in financial liabilities represents mainly deposit
ecognised at fair value and

liabilities and other liabilities. Such financial liabilities are initially r
subsequently measured at amortised cost.

Financial liabilities are initially measured at fair value, and, where applicable, adjusted for transaction costs

unless the institution designated a financial liability at fair value through profit or loss. All of the
institution's financial liabilities are measured at amortized cost. The institution measure other financial

liabilities at amortized cost that includes such items as, taxes payable, pension payable, accruals,
unearned revenue and retention payable

Derecognition Financial Liabilities

The Institution derecognises a financial liability when its contractual obligations are discharged or

cancelled, or expire.

Impairment Policy

The Institution recognises loss allowances for ECL on the following financial instruments that are not

measured at FVTPL:

__ financial assets that are debt instrumep %f‘

— lease receivables; o/ 30 ,‘g P«\""‘\w X,

‘ i ARG N,
— financial guarantee contracts issucd; and\ A SN
y ; d \ e _,‘,"/.\,‘ \‘\‘?\._'."’
— loan commitments issucd. el
N vk
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The Institution measures loss allowances at an amount equal to lifetime ECL. except: for the following, for
Which they are measured as 12-month ECL: :

— debt investment securities that are determined to have low credit risk at the reporting date: and

— other financja] instruments (other than lease receivables) on which credit risk has not increased
Significantly since their initial recognition.

Loss allowances for lease receivables are always measured at an amount equal to lifetime ECL.

The Institution considers a debt investment security to have low credit risk when its credit risk rating is
cquivalent to the globally understood definition of ‘investment grade'. The Institution does not apply the low
credit risk exemption to any other financial instruments. 12—month ECL are the portion of ECL that result
fr'Om default events on 4 financial instrument that are possible within the 12 months after the reporting dn‘lc.
'Flnzmcial instruments for which a 12—month ECL is recognised are referred to as 'Stage | ﬁ““"cf‘}l
Instruments', Life—time ECL are the ECL that result from all possible default events over the cxpcclcd life
of the financial instrument, Financial instruments for which a lifetime ECL is recognised but which are not

credit-impaired are referred to as ‘Stage 2 financial instruments",

ECL are a probability-weighted estimate of credit losses. They are measured as follows: .-
— 'mancial assets that are not credit-impaired at the reporting date: as the present value of all cash

~ shortfalls (i.c. the dif ference between the eash flows dute to the entity in accordance with the contract and

the c.ash flows that the Institution expeets fo receive);

~— financial assets (hat are credit-impaired at the reporting date: as the difference between the gross
carrymg amount and the present value of estimated future cash flows; _

‘ — undrawn loan commitments: as the present value of the difference between the contructual cash flows

h that are due to the Institution if e commitiment 15 drawn down and the cash flows that the [nstitution
; expects to receive; and

!: ~— financial guarantee contracts: the expected payments to reimburse the holder less any amounts that the

D Institution expects to recover.,

! If the terms of a financial asset are rencgotisted or modified or an existing financial asset is rcplnccﬁl wntl} a
new one due to financial difficultics of the borrower, then an assessment is made of whether the financial

asset should be derecognised and ECL are measured as follows.

[ — If'the expected restructuring will not result in derecognition of the existing asset, then the t_:xpcc.tcd cash
flows arising from the modified financial asser are included in calculating the cash shortfalls from the

f existing asset.

- P
W'\“"' V. - , he expeeted fai
— if the expected restructuring will result in Q{;‘Jl“t‘( TION O th existing 4‘5591’ then the ;«"P_LW-( r"“f

g s the finalcat g & exijting financial asset at the time of its
value of the new asset is treated as the fin: SushTlow froyptA® exijting fin: i

derccognition. This amount is included in fdl luﬂﬂ%/“}!‘ig Sashbshor dls. from thg cxlitmg .ﬁ.nzu:cufll{ u.:g:l
+ di 1 pe e Cporting date using the original effective
that arc discounted from the expected date r*gL ecodHition to lh;:,:@““ g g g

. . . . p \ =
Interest rate of the existing financial asset. ..“__,_,.)’
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3 ats carricd at amortised cost and deb
. edch rep orting date, the Institution assesses whether financial assets f.d.l'ncd.’lt lun‘o&xmd 3 “‘-Sm i ;
financial assets carried at FVOCI, and finance leasc reccivables are credit-impaired l(1c ik (i‘;n-in;:;‘ *
financial assels’). A financial asset is ‘credit-impaired’ when one or more cvents that have {

Impact on the estimated futyre cash flows of the financial asset have occurred.

Evidence that 5 financial asset is credit-impaired includes the following observable data:

— significant financia] difficulty of the borrower or issuer;

— a breach of contract such as a default or past duc cvent; <l i ey
— the restructuring of a loan or advance by the Institution on terms that the Institution would L

— otherwise; i
it i i ; jal re ization; or
— itis becoming probable that the borrower will enter bankruptcy or other financial reorgan '
— the disappearance of an active market for a security because of financial difficulties.
: ition i onsidered to
A loan that has been renegotiated duc to a deterioration in the borrower's condition is usm;”)’ ¢ oty
be credit-impaired unless there is evidence that the risk of not receiving contractual cash flows has

ion: ) - " at is overdue for 90
significantly and there are no other indicators of impairment. In addition, a retail loan llml. l.slf)r\l" m
days or more is considered credit-impaired even when the regulatory definition of default is diffe

. ' B p » [nstitution
In making an assessment of whether an investment in sovereign debt is credit-impaired, the Insti
considers the following factors,

— The market's assessment of creditworthiness as reflected in the bond yiclds.

— The rating agencies' assessments of creditworthiness,

— The country's ability to access the capital markets for new debt issuance.

— The probability of debt being restructured, resulting in holders suffering losses through

— voluntary or mandatory debt forgiveness.

. o
— The international support mechanisms in place 1o provide the necessary support as ‘lender of l{xst l'CbOI:l
(o that country, as well as the intention, reflected in public statements, of governments nr.ul agencics to usc
those mechanisms. This includes an assessment of the depth of those mechanisms and, irrespective of the
political intent, whether there is the capacity to fulfil the required criteria,

— Loss allowances for ECL are presented in the statement of financial position as follows:

o 'N\,\
//&‘c (cﬂ‘_“td ‘\M.'., b " . t[[ ——
— financial assets measured at amortised cost: as gafedut mrﬂnmhcﬁo.s&swrrymg amount of the asscts;
&/ go30 68 96 : el
' : antee dovtdicts: veneralics: visjon; e,
— loan commitments and financial guarantee optrficts: ,%’uuﬂ“-”l“ ¥\ pr isj ,,w; =
o P AGALLLE PN
= P / \\0 - “‘
n e /-‘\ J}/. \ Y
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— Where a financja] instrument includes both a drawn and an undrawn component, and the Institution
cannot idenu’fy the ECL on the loan commitment component scparately from those onl the drawn
component: the Institution presents a combined loss allowance for both components. The combined amount
IS presented as a deduction from the gross carrying amount of the drawn compo.nf.:nt. Any excess of the loss
allowance over the gross amount of the drawn component is presented as a provision; and

Loans and debt securities are written off (either partially or in full) when there is no rcasonable expectation
of recovering a financial asset in its entirety or a portion thereof. This is generally the case when the
Institution determines that the borrower does not have assets or sources of income that C?llld generate
sufficient cash flows to repay the amounts subject to the write—ofT. This assessment is carried out at the
individual asset leve].

. e e
Recoveries of amounts previously written off are included in 'impairment losses on financial msllum?nts in
the statement of profit or loss and OCI. Financial assets that are written off could still be subjeet to
enforcement activities in order to comply with the Institution's procedures for recovery of amounts due.

The Institution assesses whether a financial guarantee contract held is an integral element of a financial
asset that is accounted for as a component of that instrument or is a contract that 1s accounted for
separately. The factors that the Institution considers when making this assessment include whether:

— the guarantee is implicitly part of the contractual terms of the debt instrument;
— the guarantee is required by laws and regulations that govern the contract of the debt instrument;
— the guarantee is entered into at the same time as and in contemplation of the debt instrument; and

" . ¥ 3 W u; . K]
— the guarantee is given by the parent of the borrower or another company within the borrower's Bank.

If the Institution determines that the guarantee is an integral clement of the financial asset, then any
premium payable in connection with the initial recognition of the financial asset is treated as a transaction
cost of acquiring it. The Institution considers the effect of the protection when measuring the fair value of
the debt instrument and when measuring ECL.

R
N
N

If the Institution determines that the guarantee is not an integral clement of the debt instrument, then it
recognises an asset representing any prepayment of guarantce premium and a right to compensation for
credit losses. A prepaid premium asset is recognised mhc_ Ng\{larantccd cxposure ncithc'r is credit-
impaired nor has undergone a significant in < Ucredit— "‘\vjl"cq the guarantee is acquTrcd._Thc§c
assets are recognised in ‘other assets'. The Apstjufion pécssx)‘ls_tgnin: &{ losses on a compensation right in
profit or loss in the line item ‘impairment | sfc oxﬁfzﬁﬁgﬁu}l ‘i}?\s\wmc ts" )
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ances and held-to-maturity investment

The Institution considered evidence of impairment for loans and adv

securities at both a specific asset and a collective level. All individually significant loans and advances and
¢ impairment. Those found not to be

held-to-maturity investment securities were assessed for specifi :
specifically impaired were then collectively assessed for any impairment that had been mcun'cd. bu‘t ngl yet
identified . Loans and advances and held-to-maturity investment securities that were not individually
significant were collectively assessed for impairment b'y grouping together loans and advances and held-to-
maturity investment securities with similar credit risk characteristics.

In making an assessment of whether an investment in sovereign debt was impaired, the Institution

considered the following factors.

— The market's assessment of creditworthiness as reflected in the bond yields.

— The rating agencies' assessments of creditworthiness.

— The country's ability to access the capital markets for new debt issuance.

— The probability of debt being restructured, resulting in holders suffering losses through voluntary or
mandatory debt forgiveness.

— The international support mechanisms in place to provide the necessary support as lender of

last resort' to that country, as well as the intention, reflected in public statements, of governments and
,agencics to use those mechanisms. This included an assessment of the depth of those mechanisms and,
irrespective of the political intent, whether there was the capacity to fulfil the required criteria,

An individual measurement of impairment was based on management's best estimate of the present value of
the cash flows that were expected to be reccived, In cstimating these cash flows, management made
judgements about a debtor's financial situation and the net realizable value of any underlying collateral.
Each impaired asset was assessed on its merits, and the workout strategy and estimate of cash flows

considered recoverable were independently approved by the Credit Risk function.

The collective allowance for groups of homogencous loans was cstablished using statistical methods such
as roll rate methodology or, for small portfolios with insufficicnt information, a formula approach based on
historical loss rate experience. The roll rate methodology used statistical analysis of historical data on
delinquency to estimate the amount of loss. Management applicd judgement to ensure that the estimate of
loss arrived at on the basis of historical information was appropriately adjusted to reflect the economic
conditions and product mix at the reporting date. Roll rates and loss rates were regularly benchmarked

against actual loss experience.

The IBNR allowance covered credit losses inherent in portfolios of loans and advances, and held
to—maturity investment securities with similar credit risk characteristics when there was objective
evidence to suggest that they contained impaired items but the individual impaired items could not yet be
identified. In assessing the need for collective loss allowarnCErimmagement considered factors such as credit
‘Qmﬁ‘ﬁzie—"fzmmﬁ\’fe',‘b“egim:uc the required allowance,
c\ﬂd,n to determine the required input

tions. The accuracy of the allowance

quality, portfolio size, concentrations and 0
assumptions were made to define how inhe Lcnf oks;?gn\vgéc%1(_gtcll
parameters, based on historical experience r}kd un%m: éc'gnrQE]{Bgon ti

wing the collective allowance. Loans

i 1§,
depended on the model assumptions and pran ters $Sed in dete iy
M}}I},F. omrstlerédimpaired.

that were subject to a collective IBNR provisI

N
\
N\
N\
N
N
\
N
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i
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== For assets measure occurring after the mpairment was recognised iy

d at amortised cost: 17 an event \ ' sownanl vk oEstis
the amount of impairment loss to deerease, then the decrease in impairment loss was reverse gh profi
or loss.

~ For available-for-sale debt security: If, in a subsequent period, the fair value of an inmmrgd debt security
inereased and the inerease could be ITL‘IK\lL‘ll objectively to an event occurring alter l.hc mmm.rmcm loss was
recognised, then the impairment loss was I'C\:CI'SL‘(l through profit or loss: otherwise, any increase in fair
value was recognised through OCI.

Any subsequent recovery in the fuir value of an impaired available-for-sale cquity security was e
recognised in OCI,

Impairment losses were recognised in profit or loss and reflected in an allowance account against loans and
receivables or held-to-maturity investment sccurities. Interest on the impaired assets continued to be

recogmsed through the unwinding of the discount.

Impairment losses on available-for-sale investment securities were recognised by reclassifying the IO‘S_S ©
accumulated in the fair value reserve in equity to profit or loss. The cumulative loss that \\:as reclassified
from equity 1o profit or loss was the difference between the acquisition cost, net of any principal rfpnymcnl
and amortisation, and the current fair value, less any impairment loss previously recognised in profit or o5
Changes in impairment attributable to the application of the effective interest method were reflected as a
component of interest income.

The Institution write-off a loan or an investment debt security, either partially or in full, and any related
allowance for impairment losses, when the Institution Credit determined that there was no realistic prospect

of recovery.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position
when there is a legally enforceable right to offset the recognised amounts and there is an intention to settle
on a net basis or realise the asset and settle the liability simultaneously.

2.7 Cash and cash equivalents

changes in value. Bank overdrafts that A cws\:blgaom ddmany5aid form an integral part of the
institution’s cash management arc also feluded Alﬁgig:gxbp&w:m freash and cash equivalents for the
purpose of the institution's statement of cas ﬂ9 %
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2.8

2.8.2

o
K=}

Property, plant and equipment

Cost
accumulated depreciation and impairment

Items of property, plant and equipment are stated at cost less . irme
acquisition of the assets including for

losses. Cost includes expenditure that is directly attributable to the h _
self-constructed assets, the cost of materials, direct labor, the initial estimate, where appropriate, of the
costs of dismantling and removing the items and restoring the site on which they are located, and an
appropriate proportion of production overheads and borrowing costs.

Construction in progress is transferred to other property, plant and equipment when it is rcady for its

intended use. Gains or losses arising from the retirement or disposal of an item of property, plant and
equipment are determined as the difference between the net disposal proceeds and the carrying amount of
the item and are recognised in profit or loss on the date of retirement or disposal.

Depreciation

Depreciation is calculated to write off the cost of items of property, plant and cquipment and investment
property, less their estimated residual value, if any, using the straight line method over their estimated
useful lives as follows:

Residual Value

Asset Class Uscful life (years)

Building 50-30 0.02
Motor Vehicle 20 0.02
Furniture and Fittings 20 1%

Computer equipment and accessories 18 1%

Generator 8 1%

Other PPE 20 1%

Intangible Assct

Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are carried at cost less any accumulated amortisation and accumulated
impairment losses, if any. Internally generated intangibles, excluding capitalized development costs, are not
capitalized and the related expenditure is reflected in income statement in the period in which the

expenditure is incurred .

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with
finite lives are amortised over the useful economic life. The amortisation period and the amortisation

method for an intangible asset with a finite uscful 'Ac @@ FOV Gy Teat least at each financial year-end
Changes in the expected useful life, or the ex Slte‘ﬂ;pﬂmmﬁlgtion of future economic benefits
oy L

embodied in the asset, are accounted for A 1%6&41% dihort at,io}l period or methodology, as

appropriate, which are then treated as cha 1ges(in z}{:ﬁ%qgt‘mnmtim es. /The amortisation expenses on

intangible assets with finite lives is presented s{g} arate line ite ,Vthé-ih001ile statement.
&y 3 A P
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2.10  Other Assets
receipt of money. The

Other assets are generally defined as claims held against other entities for the future
other assets in the Institution’s financial statements include the following:

(a) Prepayment
ervices to be enjoyed in future. The amount is initially

Prepayments are payments made in advance for s .
and subsequently amortised over the

capitalized in the reporting period in which the payment is made
period in which the service is to be enjoyed.

(b) Other receivables
and cancelled

Other receivables are recognised upon the occurrence of event or transaction as they arise
when payment is received. The Institution’s other receivables are recivables from debtors.

2.11  Leased assets

Most of the institution’s leases are operating leases which do not transfer substantially all the risks nn.d
rewards of ownership to the institution. Payments made under the leases are charged to profit or Ios.s in
equal instalments over the accounting periods covering the lease term, except where an alternative lmslls is
more representative of the pattern of benefits to be derived from the leased asset. Lease incentives received
are recognised in profit or loss as an integral part of the aggregate net lease payments made. Contingent
rentals are charged to profit or loss in the accounting period in which they are incurred.

2.12  Employee benefits
The Company's only post-employment schemes is defined contribution pension plans.

(a ) Short-term Employment benefits (Wages, salarics,bonus and allowances

Short-term employee benefits such as Wages, salaries, bonuses, other contributions, paid annual leave and
sick leave are accrued in the year in which the associated services are rendered by employees of the

Company.

(b) Post-Employment Benefit(Defined contribution plan-Pension)

N
N
Ny
N
N
H

The Company operates one defined contribution plan;

Pension scheme in line with the provisions of Ethiopian pension of private organization employees
proclamation 715/2011. Funding under the scheme is 7% and 11% by cmployees and the Company

l‘ ._._u,{

respectively;

ol

-cmﬁcd Aug,, s,
"¢ ‘;/———\f /“, N,

’ Do .
Once the contributions have been paid, the (" Q arly 1‘elaug)séx&q\ leg
further contributions if the Fund does not/pbl kaglf%.s%q%,‘{o
retirement benefit plan. The Company’s oblifatidns 8B ihized iy

lr N
f’px‘ constructive obligation to pay

nange benefits accruing under the
¢-profit and loss account.
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2.14

the projected unit credit model.

ccognizeed using .
recognized when incurred.

Other long-term benefits such as serverance expenses are T
ation benefits arc

The assumptions are disclosed under note no. 26.1. Termin

Fair valye measurement
\ir value at cach statement

. N« f:
s vailable-for-sale at f: .
o inl asscts

al instruments and non-financ
summarized in the following notes:

The COmPany measures financial instruments classified
(;f financial position date. Fair value related disclosures for financi
that are measured at fair value or where fair values are disclosed are,

* Disclosures for valuation methods, significant estimates and assumptions note 4.6.1.
Quantitative disclosures of fair value measurement hicrarchy note 4.6.2.
Financial instruments (including those carried at amortized cost) nole 4.6.2.

assumptions that market participants would

The fair value of an asset or a liability is measured using the ; ki
cconomic best interest.

use when pricing the asset or liability, assuming that market participants act in their

and for which sufficient

The Company uses valuation techniques that are appropriate in the circumstances O
d minimizing

data are available 1o measure fair value, maximizing the use of relevant observable inputs an
the use of unobservable inputs,

Assets and liabilities for which fair valuc is mcasured of disclosed in the financial statements are
categorized within the fair value hicrarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

* Level 1— Quoted (unadjusted) market prices n active markets for identical assets or liabilities,

* Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly obscrvable,
« Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value

measurement is unobservable,

For assets and liabilities that are recognized in the financial statements on a recurring basis, the Company
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorization
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of

each reporting period.

The Company’s Management determines Alpe 1es an
measurement, such as available-for-sale ansﬁ fal §§BCE" 96 45 *
e o is :\\-,;\bi\ _:‘:‘
For the purpose of fair value disclosureg y has dgr€riined classes of assets and liabilities on
the basis of the nature, characteristics a et Tiability and the level of the.fair value

hierarchy as explained above.

- o] 8.5
“ab 1 ne>
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215 Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of

a past event, it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation.

If the effect of the time value of money is material, provisions are discounted using a current pre-lax rate
t]ha' reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase in
the provision due to the passage of time is recognized as other operating exXpenses.

2.16  Share capital

lI)ncr'c:menlal costs directly attributable to the issuc of new shares or options or to the acquisition 0! f
usiness are shown in equity as a deduction, net of tax, from the proceeds. The excess of the issue price

over the par value is recorded in the sharc premium reserve,

3 Signifi e s
ghilicant accounting judgements, estimates and assumptions

Thf: preparation of (he Company's financial statements requires the Management to make judgements,
cstimates and assumptions that affect the reported amount of revenues, expenses, asscls and liabilities, and
the “CCC{"‘PH")’I'HS disclosures, as well as the disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that require a material adjustment to the carrying
amount of assets or liabilities affected in future periods,

3.1 Cstimates and assumptions

The key assumptions concerning the future and other key sources of estimation at the reporting date, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below.

N

| The Company based its assumptions and estimates on parameters available when the financial statements
were prepared. Existing circumstances and assumptions about future developments, however, may change
due to market changes or circumstances beyond the control of the Company. Such changes are reflected in

the assumptions when they occur.

Fair value measurement of financial instruments

iies recorded in the statement of financial
t‘t"imjjkgls, their fair value is measured using
Serdible sougges. »‘(’Jf‘grcc of" judgement is required in
n‘islsmi(ﬂﬁ ];inp u_aj.:;txch as liquidity risk, credit risk and

When the fair values of financial assets and financia

e ; ; SN SV . .= .
volatility. Changes in assumptions abofit tfesc {‘lféq"ss“‘\b“ d L‘.i}/‘hc reported fair value of financial
. l ;
[ mstruments. 13"7(/ Wb 1Ll
0 v./‘"\“, ';/:
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Fair valye estimation (Judgement)

The carrying value less impairment provision of trade receivables are assumed to approxin?atc their fair

values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the !’ut‘urc
able to the company for similar

contraf’m?l cash flows at the current market i that is avail
financial Instruments.
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4 ; 5y
Financial risk management

4.1 Introduction

411 Rj
Risk measurement and reporting systems

ted loss likely to arise in
te actual loss based on
xperience, adjusted to

The Company’s risks are measured using methods that reflect both the expee
non.na'l circumstances and unexpected Io;scs. which are an estimate of the 'y
Statistical model. The models make use of probabilities efived o Ll
reflect the cconomic environment

ased on limits cstablished by the Company.
any as well as the level of

jons. In addition, the

Mom!on"mg and controlling risks is primarily performed b
']:hcsc limits reflect the business strategy and market environment of the Comp
risk that the Company is willing 1o nccépl. with additional emphasis on selected reg _
Company measures and monitor the overall risk bearing capacity in relation to the aggregate risk exposure
across all risk types and activities,

4,1.2

Risk mitipation

The Company uses various rick mitigating techniques to reduce its risk to the e g
controls and mitigants, identified and approved foi the Company. are documented tor existing and new
processes and systems.,

The adequacy of these mitigants i< tested on a petiodic basis through ademvinistration of control self-
assessment questionnaires, using an operational risk management ool which requires risk owners (o
confirm the eflectiveness of established controls, These are subsequently reviewed as part of the review
process.

4.2 Financial risk
Financial instruments by categary

The Company's financizal zssets are classified into the following categories: at amortized cost, at fair value
through P&L and at FV through OCI snd the financial liabilities are classified into other liabilities at
amortized cost. Financial instruments are classified in the statement of financial position in accordance
with their legal form and substance, The Company’s classification of its financial assets is summarized in

the table below:

At fair value

through At amortized
profit or loss cost Total

30-Jun-23
v 13,003,854 13,003,854

- 13,003,854 13,003,854
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4.3

4.3.1

4.3.3

At [nir value

’ through At amortized o
Notes profit or loss cost
o 3,530,487 3,530,487
Cash and balances with banks 6 . 3,53 ‘.‘ -
Trade receivables . - -
Other receivables excluding prepayments . - E —
Total financia] assets : o

Credit risk

i : party will be unable to pay
The Company has exposure to credit risk, which is the risk that a wunl.cnp‘nu)./ :-',dc e
Amounts in full when duc. Key arcas where the Company is exposed to credit risk is tre

Management of credit risk

. STIY S Je
The Company manages the levels of credit risk it aceepts by placing limits on its cxp(m:c ;Or?q;::'?::
counterparty, or Companics of counterparty and to geographical and industry segments. > UC.] . -}wcd
subject 10 regular review. Limits on the level of credit risk by eategory and territory are apprs
executive management.

N o - s¢ financial assets. The
The table below show the maxinum exposure 1o credit risk for the Company’s financial ¢
maximum exposure is show gross before the effect of mitigation:

202

13,003,854

%

Cash and balances with banks
Trade receivables
Other receivables excluding prepavments

13,003,854

Credit concentrations

5 . . . ~alt ¢ v ang of
The Company monitors concentrations of credit risk by sector, location and purpose. An “"“ly5;: f'
concentrations of credit risk at 9 March 2023 and 30 June 2023. The Company concentrates all its
financial assets in Ethiopia.

. Public Private Total
Firn
- e 03,854 13,003,854
. 3 et = i Dz
Cash and balances with banks \ - : 13,003,85 ;
Investment securities:
- Financial assets measured at FVP1 o Y
. . gof R %
— Financial assets measured at an q’ﬁrzeg“no\_g
< Y

Lc.b /& oo

| = - -

- 13,003,854 13,003,854

V,z;r\’t) uv/’(,_l”.': .
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9-Mar-23

\ g7 1,530,487
Cash and balances with banks . 3.5304

Investment securities:
~ Financi

al assets measured at FV PL )

= Financial assets measured at amortized cost i S ““;"‘“0 ;‘W “_l‘{!l)*-ﬂl;/‘
3.5 e h wye 3 )

see———— | T

-

Capital Management
: ¢ punde. consistent with the
o - holders® funds, consistent wit

ains an efticient capital siructure of equity share
Comp

any’s risk profile and the regnlatory and market requirements of its business.

The Companys objectives in

anaging its capifal are 3 business:
10 mateh the profile of s assets amil liabilities, taking account of the fisks inherent in the business,

10 maimtam financial dtrength 1o support new huginess grovwih,
to allocate capit

.

al i‘”‘I(iCN]_\' to suppoit gl(\\vlh. . ‘
1o safeguand the Company “s ability 1o continue as a guing concern so that it can continue to provide
retums for tharcholders and benelits for other stakeholders, and -

* 10 provide an adoquate return to sharcholders by pricing products commensurately with the level of risk

An important aspoct of the Company's overall capital management process is the sctting of target risk-
adjusted rate of retam which is aligned to petformance objectives and ensures that the Company is focused
on the ereztion of value for sharcholders

4.5 Fair value of financial assets and labilities

4.5.1  Valuation models

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
lechniques are observable or unobservable. Observable mput reflect market data obtained  from
independent sources; unobservable inputs reflect the Company's market assumptions.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, deseribed as follows, based on the lowest level input that is
significant to the fair value measurement as a whole,

¢ Level I: Inputs that are quoted market prices (unadjusted) in active markets for identical assets or

e Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices) .This category includes
instruments valued using: quoted market prices in active markets t'orw Struments; quoted prices for
identical or similar instruments in markets that are considered less ot {orive "hml\x\;r valuation technique

A

k
n magket dgdl 3

ab ot
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Le\"el 3: Inputs for the asset or liability that are not based on ob s
This category includes all assets and liabilities for which the valuation technique inclides Int 's valuati
on observable date and the unobservable inputs have a significant effect on the as§ct or liability's va ualllfni.
T.his category includes instruments that are valued based on quoted prices for simlla.r }nstruments for w uc:
significant unobservable adjustments or assumptions are required to reflect differences between the

ata (unobservable inputs).

servable market d :
des inputs not based

|

! inStrUmentS'
| ’l 30 June 2023 9 March 2023
| i Carrying
Carrying i
amount Fair value amount Fair value
! ETB ETB ETB ETB

Financial assets
Cash and balances with banks 13,003,854 13,003,854 3530487 ey
Investment securities:

Trade receivables i ) ;

Other receivables excluding prepayments 10,125 10,125 1,203,623 e
. oI 1R013,979 4,734,112 4,734,112
Financial liabilitics |

Trade payables 472950 Mz - .
Bank overdraft ) ) | -
Other liabilities 656634 656634 175.175 175,17
Total LUK 1420884 175175 S

4.5.2  Fair value methods and assumptions

Loans and receivables including trade receivables are carried at cost net of provision for impairment. The
estimated fair value represents the discounted amount of cstimated future cash flows expected to be
received. Expected cash flows are discounted at current market rates to determine fair value.

4.5.3 Valuation technique using significant unobservable inputs — Level 3

The Company has no financial asset measured at fair value on subsequent recognition.

4.5.4 Transfers between the fair value hierarchy categories

During the three reporting periods covered by these annual financial statements, there were no movements
between levels as a result of significant inputs to the fair valuation process bepognLng observable or
unobservable.

4.6 Offsetting financial assets and financial liabilitics

basis.

L S B B B B G A A AV ¥ g 4
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5 REVENUE

>l RECOGNISED AT A POINT IN TIME 1,685
5
Interest Income 662'332
Sales of Service nﬁi‘ﬁg,;
TOTAL INCOME
52 OTHER INCOME
25,000
_ 22U
Other Income __ 25,000
GENERAL AND ADMINISTRATIVE EXPENSE
167,875
Salary Expense 235,540
Rent 7,400
Travel & perdium 55,128
Stationery 21,506
Advertizing & promotion -
Printing 74,750
Audit 1,904
Utility 4,145
Bank service charge 15,576
Telephone expense =
Accomudation 10,374
Miscellaneous 7,604
Penality expense 1,000
Licence fee 65,437
General Assemble 7.490
Deprecation _@2-9'

@ CamScanner
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> PROPERTY, PLANT AND EQUIPMENT

rurniture
and _CQ_EL["_‘L‘ML |
Egu_i—_gmcm accessorics Total
Cost
31,362
As at 9 March 2023 20,062 11,300 _ 5
Additions - = —_—
s 31,362
As at 30 June 2023 20,062 11,300 2
Accumulated depreciation
As at 9 March 2023 . - )
0
Charge for the year 4,704 2,786 ;7:30
As at 30 June 2023 4,704 2,786 y
Net book value
As at9 Mal-ch 2023 20’0(,2 11,300 31,362
As at 30 June 2023 _ 15,358 8,514 23,873

Impairment review

Upon impairment review, the net book value of property, plant and equipment do not exceed its
recoverable value as at the end of the reporting period. Thus, the management are of the opinion

that allowance for impairment is not required.

DEPOSIT ON BLOCKED ACCOUNT

As per Proclamation 626/2009 Article (¢), "The minimum paid-up capital prescribed by the
National Bank of Ethiopia shall be paid in cash and deposited in a blocked account in a bank in the
name of the prospective micro-financing institution, the prospective micro-financing ‘Meba
Microfinance Institution Share Company’ opened a blocked bank account on the below banks and
raised a total of Birr 12,628,275. Of the tota FpimL raised, Birr 12,055,000 represent share
contributions made by an identified shar 'ff”th\ remaining balance of Birr 591,084 is

$r

5,487,750
5,854,460
906,350

— 396,050

12,644,610

e
s 0900 o,
7

Cash at bank-Bank of Abyssinia S.C
Cash at bank-Awash Bank S.C.  \
Cash at bank-Dashen Bank S.C.

e,

oo~ ~ Y~
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CASH AND CASH EQUIVALENT

57,340
Cash on hand 301,903
Cash at bank 359,243

PAID up CAPITAL
ional Bank of
i to the National Ban
As per the Prospectus document prepared by the company and Subm:tr;lwhich i
Ethiopia, the subscribed capital of the company is Birr 17.991,000. ou

Is Birr 12,055,000, divided into 24,110 shares of Birr 500 par value cach.

Authorised: 17,991,000
35,982 ordinary shares of birr 500 cach

Issued and fully paid: 12,055,000
24,110 ordinary shares of birr $00 cach

RETAINED EARNING

(163,104)
Atthe begning of the year 13,306

Profit for the year (665)
Adjustment T 1E.463:

(150,463)
At the end of the vear

RETIREMENT BENEFIT OBLIGATION
Severance benefit plan

F
] lfq.‘ . \
ﬁw L inta
. % ’ : :$ not maintain
T > G : undec «d benefitsgfionyy,® heolo pany does
> severance benefit plan is an unfunded defined benejiis o y N o Wl
I'he severance benefit LR (Wie obligations as they

crystallize.

T
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: fit as set out In Labour
e gnoityretbusell i 1 a2t chcmzccerl::;n;roclamation NO; 494/2006,
Proclamation No. 377/2003, as amended by the Labour (Amen ,l‘“and are below the 1'ctu'cn‘1cm age
Employees who have served the Company for 5 years and ab0\<: entitled for the benefit. The final
(i.e. has not met the requirement to access the pension fund) are \ber of years in service computed
pay-out is determined by reference to final monthly salary and r}l'(‘;ot, 0 onthly salary for subsequent
48 one month salary of the first year in employment plus one-thir )

years 1o a maximum of twelve months salary.

benefits and accrued annual leave.

10.1  Liability recognized in the financial position
Severance pay -
P i)
Income statement charge included in personnel expenses:
.. ]
| S
) ~ Severance benefit plan -
e s e
) Total defined benefit expensces
[i
10.2

=

11

12

i ' i nefit obligations
The principal assumptions used in determining defined benefit ¢

30% 30%
Discount rate (p.a) 21% 2%
Long term salary increases (p.a)

OTHER LIABILITIES

604,884
Unidentified deposit : 51,750
Sundry payable 656,634
Total Other Liabilities “

2,700
365
3,065

32
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, ; FIT
I3 CURRENT TAXATION BASED ON TAXABLE PRO A

hat would - ¢
etical amount W
s the theoreticd
i ¢ differs lrom
The tax on the Company’s profit before income tax

arise using the Statutory income tax rate as follows:

13,306

Profit before tax .
Add:
icnalty 47.670

ess : e it P
Last Year Loss _.__._§9.21§~
Taxable Income/Loss RNl
Profit Tax 30,

CONTINGENT LIABILITIES
Claims and litigation

e L
‘business. The Management i
i al course of business. 'l nagem
The Company is subjected to litigation arising in the nnm'm.xl Lm;r.\.:\ﬁﬂ';,}h\hnw S EE Rl -
of the opinion that the pending litigation as at the reportin A3 :;(L = (t'm}\pany ke b
: . - " = w 1
the financial position or profits of the Company. At th 4 on
any cases. Significantly af¥ecting the financial staten ‘

Yem
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General Information

Tax identification Number(TIN) 0076633781

Evxecutive management (as of 09 March 2023)

Name Position Appointed on
Wiro Azeb Mamo Deneke Chief Executive Officer Febuary 3, 2024
Ato Bithanu Fetene Abebe Opreation manager June 19,2024

Organizer name
Getnet Haile

Daniel Tesfaye

Eden Habiu
Aschalwe Tilahun
Dadi Weylen
Nebyrloul Debehbe
Gasa Ashine

Tamirat Abehe
Tekelemariam Awoke

Principal Ba

Commercial Bank of Ethiopia
Dashen Bank §.C.

Bank of Abyssinia §.C
Awash Bank S.C.

Ahadu bank

Indepen wlitor

P. 0. Box:- 7513
Telephone:- +251 118 340454, 4251 930 589645
Addis Ababa, Ethiopia
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION
STATEMENT OF MANAGEMENT RESPONSIBILITIES

FOR THE YEAR EN D 30, JUNE 2024
Stwtement of Monagement Respansibility

In accordance with the Proclamation No. 84772014, Financial Reporting Proclamation’, the Accounting and
Auditing Board of Ethiopia (AABE) has made a mandatory requirement for Public Interest Entities (PIE) 1o
prepare their financial statements in compliance with International Financial Reporting Standards (IFRS). As
Yibeltal Adamte Construction Machinery Rental is categorized under the PIE, per the quantitative threshold of
AABE, its Management is responsible for the preparation and fair presentation of the company’s financial
reports in full conformity with the requirements of the International Financial Reporting Standard issued by
the International Accounting Standards Board (IASB) which provide information about the financial position.

financial performance and cash flows of the entity that is useful to a wide range of users in making economic
decisions,

The Commercial Code of Ethiopia 1243/2021 also requires Management to prepare financial statements that

represent the state of affairs of the Company at the end of the financial year and the operating results of the
Company for that year.

The Management of the company is also responsibilities to:

| Seleet and apply accounting policies in accordance with IAS 8 Accounting Policies, Changes in

Accounting Estimates and Errors;

[

Management is responsible 1o keep records that may be relied upon and to design, implement and

maintain such internal control to enable the preparation of financial statements that are free from material
omissions or misstatement, whether due to fraud or error.

3 The management of the company certify that, to the best of their knowledge, the financial report comply
with [FRS in that it invalves a fair presentation of the effects of transactions, other events and conditions
in accordance with the definitions, recognition, presentation and disclosure requirements.

4 Nothing has come to the attention of management to indicate that the company will not r

management has assessed whether there is any indication that an asset may be
confirmed that no any such indication exists.

Signature:
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INDEPENDENT AUDITOR'S REPORT SHAREHOLDR OF
MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION

Unqualified opinio

We have audited the accompanying financial statements of Meba Micro finance Institution 5.C., set
out on pages 5 to 29, which comprise the stalement of financial position as at June 30, 2024, and the
statement of profit or loss and other comprehensive income, stalement of changes in equity and
statement of cash lows for the year then ended, and a summary of significant accounting policies
and other explanatory information.

Basis of Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAS). Our
responsibilities under those standards are further described in the Auditors' Responsibilities for the
Audit of the Financial Statements section of our report, We are independent of the Company in
accordance with Intermational Ethics Standards Board for Accountants Code of Ethics for
Professional Accountants (IESBA Cade), together with other ethical requirements that are relevant to
our audit of the financial statements in Ethiopia, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinian.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial siatements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we da not provide a separate opinion on these matters.

Managements' R nsibil the Financial Statements

The Company's management is responsible for the preparation of financial statements that give a true
and fair view in accordance with the International Financial Reporting Standards and the
requirements of the Commercial Code of Ethiopia 1243/2021 and for such internal controls as
management determine are necessary (o enable the preparation of financial statem
from material misstatement, whether due to fraud or error,

In preparing the financial statements, the management is responsible for
ability 1o continue as a going concern, disclosing, as applicable, matters
using the going concern basis of accounting unless the management
Company or 10 cease Qe ga;ipﬂs. or have no realistic alternative but to d
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itors' Responsi or the Audit of the Financial Statements

Our objectives are lo obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, weather due to fraud or error, and to issue an auditors' report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate. they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit, We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a bases for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error. as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to desipn audit
procedures that are appropriate in the circumstances, but not for the purpose ol expressing an
opinion on the effectiveness of the Company's internal control,

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the management.

« Conclude on the appropriateness of the management use of the going concern basis of
accounting and based on the audit evidence obtained, whether a materials uncertainty exist
related to events or conditions that may cast significant doubt on the company's ability to
conlinue as a going concern. I we conclude that a material uncertainty exist, we are required
draw altention in our auditors’ report 1o related disclosure in the financial or, if such disclosure
inadequate, 1o modify our opinion. Our conclusions are based on the audit evidence obtained up

to the date of our auditors® report. However, future events or conditions may cause the company
Io cease o continué as a going concern.

the disclosures, and whether the financial statement represent the un 5 and
events in a manner that achieves fair presentation.

o Evaluate the overall presentation, structure and content of the financial s ;.F‘Em-?' cluding
4 .,
i
s | S

We communicate with management regarding, among other matters, 1
the audit and sj ificant audit findings including any significant defidie
we identify ﬁ‘ﬁ,ﬁhj;su?i_i:. Aty

*IY r:“'-
0118881203 | =
: "‘Hﬂﬁ-ﬂi.fﬁ-ﬁ
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We also provide those management with a statement that we have complied with relevant ethical
requirement regarding independence, and 1o communicate with them all relationship and other
matters that may responsible be thought to bear on our independence, and where applicable, related
safeguards.

Reports on ather legal and Regulatory Requirment

We have no comment to make on the report of the Board of Directors so far as it relates to these
financial statements in accordance with the Commercial Code of Ethiopia 124372021 Article 34/ (1
and 2), recommended approval of the financial statement.

Yonas Fekede
Certified Auditor (ETH) Addis Ababa
Chartered Certified Accountants (UK) October 19,2024
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MERA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION
STATEMENT OF PROFIT AND LOSS

FOR THE YEAR END 30, JUNE 2024

Currency: Ethiopian Birr

2023
REVENUE 5 80,724 689,035
FEXPENSF,

General and adminsisrtaive Expense 7 365,218 675,729
PROFIT BEFORE TAX (284,495) 13.306
PROVISION FOR TAXATION S =
PROFIT AFTER TAX (284,495) 13,306
OTHER COMPREHENSIVE INCO s =
TOTAL COMPREHENSIVE IN (284,495)| 13,306
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MERA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION

STATEMENT OF FINANCIAL POSITION

S AT JUNE 30, 202

ASSETS
NON CURRENT ASSETS
Property, plant and equipment

CURRENT ASSETS
Deposit on block account
Trade & other Receivables
Cash and cash equivalents

TOTAL CURRENT ASSETS
TOTAL ASSETS

EQUITY AND LIABILITIES
EQUITY

Paid up capital

l.egal Reserve

Retained carning

NON-CURRENT LIABILITIES

Retirement benefit obligations

CURRENT LIABILITIES
Other linbilities

Tax payables

TOTAL CURRENT LI
TOTAL LIABILITIES +

TOTAL EQUITY A

11

12

14
15

Currency: Ethiopian Birr

2023
1,785,383 23.872
1,785.383 23,872
6.918.825 12.644.610
1,544,279 10,125
2,773,771 359,243

11,236,875 13,013,979
13,022,258 13,037,851
11.464,500 12,055,000
663 665
(434.957) (150,463)
11.030,208 11,905,202
1,840,444 1,129,584
151,606 3,065
1.992.049 1.132.649
1.992,049 1,132,649
13,022,258 13,037,851

CS CamScanner



Yonas Fekede Certified Auditor (ETH) Chartered Certified Accountants (UK)

MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION
STATEMENT OF CHANGES IN EQUITY

OR THE R END 30, JUNE 2024

Paidup ~ Legal  Retained
capital  Reserve  Earnings Total

BALANCE AS AT JUNE 30, 2022 4,767,000 - (163,102) 4,603,898
Additional Invesiment 7,288,000 7,288,000
Profit for the year - - 13,306 13,306
Transferred to legal Reserve - 665 (665) .
Prior year adjustment - - - =
BALANCE AS AT JUNE 30,2023 12,055,000 665 !IEUJ&I ) 11,905,204
Additional Invesiment (590,500) - - (590,500)

3 . (284,494) (284,494)

11,464,500 665 (434,955) 11,030,210
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION

STATEMENT OF CASH FLOW
E YEAR END 30, JUNE 202

Cash Mows from operating activitics
Cash flows from operating activities
Depercation
Increased (decrease) in deposit
Increased (decrease) in Trade & other Receivables
Increased (decrease) in other payables

Net cash (outfNow)inTlow from operating activitics
Cash Nows from investing activities

Purchase of property, plant and equipment
Purchases of investiment securitics
Net cash (outDNow WinMow Trom investing sctivities

Cash Nows from financing activities
Issuance of Shares
Net eash {outlowVinllow [ro

o R;I'EHIS\ETWIIIH

Met increase/{decrense) |

eyuivalents

wrren jian Birr
2023
(284.495) 13,306
1,191 7.490
5,725,785 (8,926.610)
(1.534,154) 1,193,500
859,400 571.071
5,062,222 6,754,549
4,777,728 (6,741,243)
(1,772,700) -
_(1.772.700) &
590,500 __7.288.000
590,500 __7.288.000
2,414,528 546,757
_as9203 | __asnsiy
2,773,171 359,244
2,773,771 359,243

e
- .1“ 41.0
\-..h‘“ e
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY- UNDER FORMATION
NOTES TO THE FINANCIAL STATEMENTS
Tl 'E SND UNE 2024
] oy EY r
1 General information

Meba Microfinance Institution Share Company has been under formation since October 28, 2021, to be
registered as a non-banking financial institution ns per the Microfinance Business Proclamation 626/2009
and the requirment set by National Bank of Ethiopia. Currently, the bank has a subscribed and paid up
capital of 17,991,000 and 12,055,000, respectively.

1.1 Statement of compliance

These financial statements are prepared in accordance with International Financial Reporting Standards
(TFRS) as issued by the Interational Accounting Standards Board (IASB).

The Company is principally engaged in the provision of diverse range of financial products and services
to low income and poor larget clients.

2 Summary of significant accounting policies
21 Introduction to summary of significant accounting policies

The principal accounting policies applicd in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

1.1 Basis of preparation

The financial statements for the period ended June 30, 2024 have been prepared in accordance with
International Financial Reporting Standards (“IFRS") as issued by the Internarional Accounting Standards
Board (“1IASB™). Additional information required by national regulations are included where appropriate,

The financial statements comprise the statement of profit or loss and other comprehensive income, Lthe
stalement of linancial position, the statement of changes in equity, the statement of cash flows and the
noles 1o the financial stalements.

The preparation of financial stalements in conformity with [FRS requires the use of cenain critical
accounting estimates. It also requires the management 1o exercise its judgment in the process of applying
the Company’s accounting policies, Changes in assumptions may have a significant impact on the financial
statements in the period the assumptions changed. The management believes that the underlying
assumplions are appropriate and that the Company's financial statements therefore present the financial
position and its results fairly.

The financial statements have been prepared in &
historical cost concept and fair value as laid ow ll
s

=

T S
7 nguf’gtg#ﬁ ¢ basis. The management have no doubt
-
qcg after$2 :Byl\ﬂ'
* =,

going concern principle under the

.21  Going concern

The financial statements have been preg
that the Company would remain in exi

X,-
011886 -

16412 (. 10
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY- UNDER FORMATION
NOTES TO THE FINANCIAL STATEMENTS

FORTHE YVEAR END 30, JUNE 2024

urrency: Ethiopion Bir
p Foreign currency translation

a) Functionnl and presentation currency,

ltems included in the financial statements are measured using the currency of the primary economic

environment in which the Company operates (the functional currency'). The functional currency and
presentation currency of the Company is the Ethiopian Birr (Birr).

b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement
of foreign currency transaclions and from the iranslation at exchange rates ol monelary assets and liabilities
denominated in currencies other than the Bank company s functional currency are recognised in profit or

loss within other (loss) { income, Monetary items denominated in foreign currency are translated using the
closing rate as at the reporting date.

14 Recognition of income and expenses

The Company eams income from interest on loans given for domestic trade and services, building and
construction, manufacturing, agriculture, personal loans etc, The interest income, which is under IFRS 9
is calculated by applying the effective interest rate to the gross amount of financial assets, except for:

u. Purchased or Originated Credit Impaired financial assets, for which the original credit-adjusted
effective interest rate is applied 10 the amortized cost of the financial asset.

Financial assets that are not Purchased or Originated Credit Impaired but have subsequently become
credit-impaired (or 'stage 3'), for which interest revenue is calcualted by applying the effective interest
rale to their amortized cost (Le. net of the expected credit loss provision)

In addition, the institution earns fees and commission income, investmen! income and other income. These

incomes are under the scope of IFRS 15. These incomes are recognized at & point in time when the
institution is entitled for the transfer of services.

Fees and commission income and expenses that are integral to the effective interest rate on a financial assel
or liability are included in the measurement of the effective interest rate. Other fees and commission
income are recognized as the related services are perfi e

'd-'!"'"l F i.r.u, &
Other fees and commission expenses relate maify '-Egacp service fees are expensed as the
services are received. i “‘,5‘;:1

\¥e/the payment is-established, which is
/ - ﬂ' "f'l;-‘.ﬂ ;‘h‘

,1:{3"' IF""\‘:}.
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{8 l AT e B

l}
-

. E amEl e i

CS CamScanner
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY- UNDER FORMATION
NOTES TO THE FINANCIAL STATEMENTS

FORT HF YEAR EHE M, JUNE I_QI:I
Currency;: Ethiopian Birr

15 Financial instruments - initial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset ol one entity and a financial liability
or equity instrument of another entity,

251 Financial nssels

Recagnition and derecognition

Financial assets and financial liabilities are recognized when the Company becomes a party to the
contractual provisions of the financial instrument,

Financial assets are derecognized when the contractual rights to the cash flows from the financial asset
expire, or when the financial assel and substantially all the risks and rewards are transferred. Financial
liability is derecognized when it is extinguished, discharged, cancelled or expires.

Classification and initial measurement of financial asseis

Except for those trade receivables that do not contain a significant financing component and are measured

al the transaction price in accordance with IFRS 15, all financial assets are initially measured at fair value
adjusted for transaction costs (where applicable).

Financial assets, other than those designated and effective as hedging instruments, are classified inta the
following categories:

« amortized cost

* fair value through profit or loss (FVTPL)
* fair value through other comprehensive income (FVOCI)

In the periods presented the Institution has financial assets categorized as
The classification is determined by both:

* the entity’s business model for managing the financial asset
» the contractual cash flow characteristics of the financial asset.

All income and expenses relating to financial assets that are recognized in profit or 16ss are presented
within finance costs, finance income or other financial items, except for impairment of loan receivables
which is presented as a separate line item.

Subsequent measurement

in such ﬂnam:ml assels are sh metHured at

amortised cost using the eflef1B ethod, less i tmpalmmt Agtortised cost is d-all:ulnled
by taking into account any d i ncquisition and fees or cw.g. lha: afean ‘.'nlt.:ynl parl of
W o St S
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Yonas Fekede Certified Auditor (ETH) Chartered Certified Accountants (UK)

MEBA MICRO FINANCE INSTITUTION SHARE COMPANY- UNDER FORMATION
NOTES TO THE FINANCIALSTATEMENTS

EDE]:IIE YEAR END 30, JUNE 2024
werr e apian Bire

the EIR. The EIR amonisation is included in interest and similar income in income siatement. The losses
arising from impainnent are recognised in income statement in loan impairment charge.

The Company’s cash and cash equivalents, loans and receivables that comprise of Agriculture loans,
construction loans, Trade loans,Service Loans, Consumer loans, Asset Loan ,StafT loans and Other Loan
and bonds.,

Financial assets are measured at amortized cost if the assets meet the following conditions {and are not
designated as FVTPL):

* They are held within a business model whose objective is 10 hold the financial assets and collect its
contractual cash fMlows

+ The contractual terms of the financial assets give rise to cash Mows that are solely payments of
principal and interest on the principal amount outstanding

b. Financial assets at fair value through profit or loss (FYTFL)

Financial assets that are held within a different business model other than *hold to callect" or *hold to collect
and sell’ are categorized at fair value through profit and loss. Further, irrespective of business model
financial assets whose contractual cash flows are not solely payments of principal and interest are
accounted for at FVTPL, All derivative financial instruments fall into this category, except for those
designated and effective as hedging instruments, for which the hedge accounting requirements apply (see
below).

The category also contains an equity investment. The Company accounts for the investment at FVTPL and
did not make the irrevocable election to account for the any equity investment at fair value through other
comprehensive income (FVOCIT). The fair value was determined in line with the requirements of IFRS 9,
which does not allow for measurement at cost.

Assets in this category are measured at fair value with gains or losses recognized in profit or loss. The fair
values of financial assets in this category are determined by reference to active market transactions or USing
a valuation technigue where no active market exists,

The Company accounts for financial assets at FVOCI if the assets meet the following conditions:

* They are held under a business model whose objective it is “hold-ta.gpllect” the associated cash

flows and sell and Firm
» The contractual terms of the linancial assets give risgle

Any gains or losses recognized in ather comprehensive
of the asset.

",
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY- UNDER FORMATION
NOTES TO THE FINANCIAL STATEMENTS
FORTHEYEAR END JUNE 2024
Currency: Ei i Birer

‘Impairment of financial assets

IFRS 9's impairment requirements use more forward-looking information to recognize expected credit
losses — the *expected credit loss (ECL) model'. Instruments within the scope of this reguirement included
loans and other debt-type financial assets measured at amortized cost and FVOCI, trade receivables.
contract assets recognized and measured under IFRS 15 and loan commitments and some financial
puarantee contracts (for the issuer) that are not measured at fair value through profit or loss.

Recognition of credit losses is no longer dependent on the Company first identifying a credit loss event,
Instead the Company considers a broader range of information when assessing credit risk and measuring
expected credit losses, including past events, current conditions, reasonable and supportable forecasts that
affect the expected collectability of the future cash flows of the instrument.

In applying this forward-looking approach, a distinction is made between:

» financial instruments that have not deteriorated significantly in credit quality since initial recognition
or that have low credit risk (*Stage 1) and

« financial instruments that have deteriorated significantly in credit quality since initial recognition and
whose credit nisk is not low (*Stage 2°).

‘Stage 3" would cover financial assets that have objective evidence of impairment at the reporting date.

*12-month expected credit losses’ are recognized for the first category while *lifetime expected credit
losses’ are recognized for the second category.

Measurement of the expected credit losses is determined by a probability-weighted estimate of credit losses
over the expected life of the financial instrument.

Refer to Note 4 for a detailed analysis of how the impairment requirements of IFRS 9 are applied.

Maba Micro finance Institute measures other financial assets such as staff and sundary debtors at amortized
cosl method as pre the principles prescribed under [FRS epthec financial assets shall be presented in
the statement of financial position net of any assQIFHe
impairment shall be recognized based on a simplifiege

an long outstanding receivable amounls

Derecognition of financial assets

The Institution derecognises a financial asset whe ual cights to the cash flows from the
Eash flows in a transaction in which

financial assel expire or it transfers the rights 1o receive hecd {rﬁgua 1
substantially all of the risks and rewards of ownership f the fiz !

not retain control of the financial asset

e fimount of the asset {or the
sum of (i) the consideration

On derecognition of a financial asset, the differeng
carrying umnrylhwedrlp‘lhe portion of the asgel
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY- UNDER FORMATION
NOTES TO THE FINANCIAL STATEMENTS

THEY END } 1]

Currency: Ethlapian Birr
received (including any new assel obtained less any new liability assumed) and (ii) any cumulative gain or
loss that had been recognised in OCI is recognised in profit or loss.

The Institution enters into transactions whereby it transfers assets recognised on its statement of financial
position. but retains either all or substantially all of the risks and rewards of the transferred assets or a
portion of them. In such cases, the transferred assets are not derecognised. Examples of such transactions
are securities lending and sale—and—repurchase transactions.

When assets are sold to a third party with a concurrent total rate of return swap on the transferred assets,
the transaction is accounted for as a secured financing transaction similar to sale and repurchase
transactions, because the Institution retains all o substantially all of the risks and rewards of ownership of
such nssets,

In transactions in which the Institution neither retains nor transfers substantially all of the risks and rewards
of ownership of a financial asset and it retains control over the asset, the Institution continues lo recognise

the asset 10 the extent of its conlinuing involvement, determined by the extent to which it is exposed o
changes in the value of the transferred asset.

151 Financial liabilities

The Institution's holding in financial liabilities represents mainly deposits from customers, long term
liabilities and other liabilities, Such financial liabilities are initially recognised at fair value and
subsequently measured ot amortised cost.

Financial liabilities are initially measured at fair valug, and, where applicable, adjusted for transaction costs
unless the institution designated a financial liability at fair value through profit or loss. All of I!'u:
institution's financial liabilities are measured at amortized cost. The institution measure other financial

Tiabilities at amortized cost that includes such items as, taxes payable, pension payable, accruals, unzamed
revenue and retention payable

Derccognition Financial Liabilities

cancelled, or expire.

2.6 Impairment Policy

The Institution recognises loss allowances for
measured ot FYTPL:
= [imancial assets that are debt instruments;
»  lease receivables;
» financial puarantee contracts issued; and — loan commitments j4
allowances at an smaount equal to lifetime ECL, except for the
a5 | 2-month E

o debtinvest _12’:{:‘-&1':_&:&{&5‘?%“ determined to have low
; A
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY- UNDER FORMATION

NOTESTOTHE FINANCIAL STATEMENTS
FORTHE YEAR END 30, JUNE 2024

Currency: Ethiopian Bire

» other financial instruments (other than lease receivables) on which credit risk has not increased

significantly since their initial recognition,

Loss allowances for lease receivables are always measured at an amount equal to lifetime ECL.

The Institution considers a debt investment security to have low credit risk when its credit risk rating is
equivalent to the globally understood definition of 'investment grade'. The Institution does not apply the
low credit risk exemption to any other financial instruments. 12—month ECL are the portion of ECL that
result {rom default events on a financial instrument that are possible within the 12 months after the
reporting date. Financial instruments for which a 12—month ECL is recognised are referred to as Stage |
financial instruments' Life—time ECL are the ECL that result from all possible default events over the
expected life of the fimancial instrument, Financial instruments for which a lifetime ECL is recognised but
which are not credit-impaired are referred 1o as 'Stage 2 financial instruments’,

ECL are a probability-weighted estimate of credit losses. They are measured as follows:

* financial assets that are not credit-impaired at the reporting date: as the present value of all cash
shortfalls (i.¢. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the Institution expecis 1o receive);

« financial assets that are credit-impaired at the reporting date: as the difference between the gross
carrying amount and the present value of estimated future cash flows;

» undrawn loan commitments: as the present value of the difference between the contractual cash flows
that are due 1o the Institution if the commitment is drawn down and the cash flows that the Institution

expects to receive; and

 financial guaraniee contracts: the expected payments to reimburse the holder less any amounts that the

Institution expects lo recover.

If the terms of a financial asset are renegotialed or modified or an existing financial asset is replaced w'Elh
a new one due to financial difficulties of the borrower, then an assessment is made of whether the financial
asset should be derecognised and ECL are measured as follows.

+ Il ihe expected restructuring will pot resul fid

exisling assel.

« if the expected restructuring will resultiiy
value ol the new asset is treated as the figal.cash
derecognition. This amount is included ﬁ@fﬁﬂmiq& lI;n
assel that are discounted from the expected diitui"ﬂe'ﬁ'&égniﬁﬂn 1o the
effective interest rate of the existing financial asset.

At each reporting date, the Institution assesses whether financial

financial assets carried at FVOCI, and finance lease receivabl

3 financial assets'). A financial asset is 'credil-impaired’ when

impact on the r.-st,‘mmfé?: futyre cash flows of the financial ass
A =

-

L+
T FIASY
T

: isting assel, then the expected fair
ehisting financial nsset at the time of its
shortfalls from the existing financial

= s ;
using the original

16

CS CamScanner



Yonas Fekede Certified Auditor (ETH) Chartered Certified Accountants (UK)

MEDA MICRO FINANCE INSTITUTION SHARE COMPANY- UNDER FORMATION
NOTES TO THE FINANCIALSTATEMENTS

FORTHE YEAR END 30, JUNE 2024
Currency: Ethiopian Birr

Evidence that a financial asset is credit-impaired includes the following observable data:

» significant financial difficulty of the borrower or issuer;

» 2 breach of contract such as a default or past due event;

»  the restructuring of a loan or advance by the Institution on terms that the [nstitution would not consider
otherwise;

* it is becoming probable that the borrower will enter bankruptcy or other financial reorganization; or
the disappearance of an active market for a security because of financial difficulties.

A loan that has been renegotiated due to a deterioration in the borrower's condition is usually considered
to be credit-impaired unless there is evidence that the risk of not receiving contractual cash flows has
reduced significantly and there are no other indicators of impairment. In addition, a retail loan that is

overdue for 90 days or more is considered credit-impaired even when the regulatory definition of default
is different.

In making an assessment of whether an investment in sovereign debt is credit-impaired, the Institution
considers the following factors.

*  The market's assessment of creditworthiness as reflected in the
The roting agencies’ assessments of creditworthiness,
*  The country's ability 10 access the capital markets for new deb 18

or mandatory debt forgiveness. ;
+  The international support mechanisms in place to provide the nectsSafy:Support f of last resort’
To that country, as well as the intention, reflected in public statements;
use those mechanisms. This includes an assessment of the depth of those
of the political intent, whether there is the capacity to fulfil the required criteria.
Loss allowances for ECL are presented in the statement of financial position as follows:
» financial assets measured al amortised cost: as a deduction from the gross carrying amount of the
assels;

Tsms and, irespective

* loan commitments and financial guarantee contracts: generally, as a provision;

* where a financial instrument includes both a drawn and an undrawn component, and the Institution
cannot identify the ECL on the loan commitment component separately from those on the drawn
companent: the Institution presents a combined loss allowance for both components. The combined
amount is presented as a deduction from the gross carrying amount of the drawn component. Any

excess of the loss allowance over the gross amount of the drawn component is presented as a provision;
ond

Luans and debi securities are written ofT (either partially or in full)
of recovering a financial asset in its entirely or a portion theregf,
Institution detennines that the borrower does not have assets gres
sufficient cash flows to repa /J Mmﬂmu subject to the write,

) '*!‘n

case when the
il could generate

ti5 carried out at the
individual asset level,
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!-lec overies of amounts previously written off are included in ‘impairment losses on financial instruments’
in the statement of profit or loss and OCI. Financial assets that are written off could still be subject to
cnfnrc:njucrq activities in order 10 comply with the Institution's procedures for recovery of amounts due,

The Institution assesses whether a financial guarantee contract held is an integral element of a financial

asset that is accounted l'c_nt as a component of that instrument or is a contract that is accounted for separately.
The factors that the Institution considers when making this assessment include whether:

The guarantee is implicitly part of the contractual terms of the debt instrument,

The guarantee is required by laws and regulations that govern the contract of the debt instrument.
The guarantce is entered into at the same time as and in contemplation of the debt instrument; ard
The puarantee is given by the parent of the borrower or another company within the borrower's Bank.

I the Institution determines that the guarantee is an integral element of the financial asset, then any
premium payable in connection with the initial recognition of the financial asset is treated as a ransaction

cost of acquiring it. The Institution considers the effect of the protection when measuring the fair value of
the debt instrument and when measuring ECL.

If the Institution determines that the guarantee is not an imegral element of the debt instrument, then it
FECOENises an assel representing any prepayment of guaraniee premium and a right to compensation for
credit losses. A prepaid premium asset is recognised only if the guaranteed exposure neither is
creditimpaired nor has undergone a significant increase in credit risk when the guarantee is acquired. These
assets are recognised in "other assets’, The Institution presents gains or losses on a compensation right in
profit of loss in the line item ‘impairment losses on financial instruments”,

The Institution considered evidence of impairment for loans and advances and held-to-maturity investment
securities at both a specific asset and a collective level. All individually significant loans and advances and
held-to-maturity investment securities were assessed for specific impairment, Those found not ta be
specifically impaired were then collectively assessed for any impairment that had been incurred but not
vetidentified . Loans and advances and held-to-maturity investmen! securities that were not individually

significant were collectively assessed for impairment by grouping together loans and advances and held-
lo-matunty investment securities with similar credit risk charcteristics.

considered the following factors.

*  The market's assessment of creditwogihi
« The rating agencies' assessments o
markets for new debt issuance.

» The probability of debt being rest

ing in.hy e s.thegugh voluntary or
mandatory debl forgiveness. ' ci P b
*  The intémational supporemechanisms in p re (3 fpravide i as ey I last resort’

to that country, as well as the intention, reflected in public state
use those mechanisms, This included an assessment of the depth 5¢ IE&"T'-g‘ﬁsm ind, irrespective
of the political intent, w rthecy wi the capacity to fulfil 1 q?fﬁuilﬁ'd Criteria,
P 1 T i - s -
*.4 At
& Sy

- [ ¥
g,ﬂ'h'ﬂl‘ﬂ'iﬂ agencies o

CS CamScanner



Yonas Fekede Certified Auditor (ETH) Chartered Certified Accountants ( UK)

MEBA MICRO FINANCE INSTITUTION SHARE COMPANY- UNDER FORMATION
NOTES TO THE FINANCIAL STATEMENTS
FORTHEYEAR EN JUN
pey: Ethioplan Birr

An individual measurement of impairment was based on management's best estimate of the present value
of the cash flows that were expected 10 be received. In estimating these cash flows, management made
judgements about a debtor’s financial situation and the net realizable value of any underlying collateral.
Each impaired asset was assessed on its merits, and the workout strategy and estimate of cash flows
considered recoverable wete independently approved by the Credit Risk function.

The collective allawance for groups of homogeneous loans was established using statistical methods such
as roll rate methodology or, for small portfolies with insufficient information, a formula approach based
on historical loss rate experience. The roll rate methodology used statistical analysis of historical data on
delinquency to estimate the amount of loss. Management applied judgement to ensure that the estimate of
loss arrived at on the basis of historical information was appropriately adjusted 1o reflect the economic
conditions and product mix at the reporting date. Roll rates and loss rates were regularly benchmarked
against actuml loss experience,

The IBNR allowance covered credit losses inherent in portfolios of loans and advances. and held 10—
maturity investment securities with similar credit risk characteristics when there was objective evidence 1o
supges! that they contained impaired items but the individual impaired items could not yet be identified.
In assessing the need for collective loss allowance, management considered factors such as credit quality,
portfolio size, concentrations and economic factors. To estimate the required allowance, assum plions were
made 10 define how inherent losses were modelled and to determine the required inpul parameters, based
on historical experience and current economic conditlons. The accuracy of the allowance depended on the
model assumptions and parameters used in determining the collective allowance. Loans that were subject
1o a collective IBNR provision were not considered impaired.

« For assets measured at amortised cost: If an event occurring after the impairment was recognised
caused the amount of impairment loss to decrease, then the decrease in impairment loss was reversed
through profit or loss,

« For available-for-sale debt security: If, in a subsequent period, the fair value of an impaired debl
security increased and the increase could be related objectively 1o an event occurring afier the
impairment loss was recognised, then the impairment loss was reversed through profit or loss;
otherwise. any increase in fair value was recognised through OCI.

Any subsequent recovery in the fair value of an impaired=avitat
recognised in OCI. __,zf'.

Impairment losses were recognised in profit or Igs
and receivables or held-to-maturity investment s

", .r_|' i
"g!l)i;mu account against loans
recognised through the unwinding of the discoun '

;[ i
.’hﬁ_iml ired assels, ntinued 1o be

d =y

(s ' .",a.: 2 I/'l‘f""hl i

. o T o s,

oy j}sﬁ;ﬂa-
orliEsThe cumlatide lossthpy

P ¥l ‘-,I'

Impairment losses on available-for-sale investment Sec
et gttdhy pinei

accumulnted in the fair value reserve in equity 1o pmﬁ

from equity to profit or loss was the difference between the acquisition
a . P o — LT

and amartisation, and the current fair vnlmf!lﬁ:ﬁjﬁ:l%!mml los
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i s Etlia, irr

loss. Changes in impairment attributable to the application of the effective interest method were reflected
a5 0 camponent of interest income.

The Institution write-off a loan or an investment debt security, either partially or in full, and any related
allowance for impairment losses, when the Institution Credit determined that there was no realistic prospect
of recovery.

Offsetting financial instruments

Financial assets and liobilities are offset and the net amount reported in the statement of financial position
when there is a legally enforceable right 1o offsel the recognised amounts and there is an infention 1o settie
on a nel basis or realise the asset and settle the liability simultancousty.

2.1 Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and other
financial institutions, demand deposits with third party merchants, and short-term, highly liquid
investments thet are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value, Bank overdrafis that are repayable on demand and form an integral
part of the institulion's cash management are also included as a component of cash and cash equivalents
for the purpose of the institution's statement of cash flows.

18 Property, plant and equipment
281 Cost

liems of property, plant and equipment are stated at cost less nceumulated depreciation and impairment
losses. Cost includes expenditure that is directly attributable to the acquisition of the assets including for
sell-constructed assets, the cost of materials, direct labor. the initial estimate, where appropriate. of the
costs of dismantling and removing the items and restoring the site on which they are located. and an
appropriate proportion of production overheads and borrowing costs.

Construction in progress is transferred (o olher property, plant and equipment when it is ready for its
intended use. Gains or losses arising from the retirement or disposal of an item of property. plant and
equipment are determined as the difference between the net disposal proceeds and the carrying amount of
the item and are recognised in profit or loss on the date of retirement or disposal.

2.8.2 Depreciation
\ Siment
imated

Depreciation is caleulated 10 write off the cost of items of property, p
property, less their estimated residual value, if any, using the straigh
uselul lives as follows: .~ =

Fa s
£ ]

/3
i B
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Aasel Class Uselul life (years) Residual Value
Building 50-30 0.02

Motor Vehicle 20 0.02

Furniture and Fittings 20 1%

Computer equipment and aceessories 1% %

Generator B 1%

Other PPE 20 1%

9 Intangible Asset

Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are carried at cost less any accumulated amortisation and accumulated
impairment losses, if any. Inmtemally generated intangibles, excluding capitalized development ¢n,?ls. i
not capitalized and the related expenditure is reflected in income statement in the period in which the
expenditure i incurred

The useful lives of intangible assels are assessed to be cither finite or indefinile. Intangible assets with
finite lives are amortised over the useful economic life. The amortisation period and the amonisation
method for an intangible asset with a finlte useful life are reviewed at least at each linancial vear-end.
Changes in the expected useful life, or the expected pattern of consumption of future economic benefits
embodicd in the asset, are accoumted for by changing the amortisation period or methodology, as
appropriate, which are then treated as changes in accounting estimates. The amartisation expenses on
intangible assets with finite lives is presented as a separate line item in the income statement.

2,10  Other Assets

Other assets are generally defined as claims held agninst other entities for the future receipt of money.
The olher assels in the Institution’s financial statements include the following:

{n) Prepayment

Prepayments are payments made in advance for services to be enjoyed in future. The amount is initially

capitalized in the reponting period in which the payment is made and subsequently amortised over the
period in which the service s to be enjoyed.

(b} Other receivables

Other receivables are recognised upon the occurrence of event or transaction as they arise and cancelled
when payment is received, The Institution's other receivables are receivables from d:ﬂﬁﬁ" =

iy
.11  Lensci nssels -

L
w ey |
Maost of the institution’s leases are operaling leases which do not trang i gf crjks and
rewards of ownership to the institution. Payments made under the | cliargedo praflt dr loss in
equal instalments over the accounting periods covering the lease term, %":11 ana ve basis is

more representative o pa‘xlfmnf benefits to be derived from the leaded e, Lea
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are recognised in profit or loss as an integral part of the aggregate net lease payments made. Contingent
rentals are charged Lo profii or loss in the accounting period in which they are incurred,

111 Employee benefits

The Company’s only post-employment scheme is defined contribution pension plans.

a.  Short-term Employment benefits (Wages, salaries, bonus and allowances)

Short-term employee benefits such as Wages, salaries, bonuses, other contributions, paid annual leave and

sick leave are accrued in the year in which the associaled services are rendered by employees of the
Company.

b. Post-Employment Benefit (Defined contribution plan-Pension)

The Company operates one defined contribution plan. Pension scheme in line with the provisions of
Ethiopian pension of private organization employee's proclamation 715/2011, Funding under the scheme
is 7% and 11% by employees and the Company respectively.

Once the contributions have been paid. the Company retains no legal or consfructive obligation to pay
further contributions if the Fund does not hold enough assets to finance benefits accrued under the
retirement benefit plan. The Company’s obligations are recognized in the profit and loss account.

Other long-term benefits such as serverance expenses are recognizeed using the projected unit credit model.
The assumptions are disclosed under note no. 26,1, Termination benefits are recognized when incurred.

2.14  Fair value measurement

The Company mensures financial instruments classified as available-for-sale at fair value at each statement
of financial position date, Fair value-related disclosures for financial instruments and nonfinancial pssets
that are measured at fair value or where fair values are disclosed are, summarized in the following notes:

» Disclosures for valuation methods, significant estimates and assumptions note 4.6.1.
» Quantitmtive disclosures of fair value measurement hierarchy note 4.6.2.
* Financial instruments {including those carried at amortized cost) note 4.6.2.

The Fair valoe of an asset or a lisbility is measured wsing the assumptions that market participants would
use when pricing the asset or liability, assuming that market participants act in their economic best interest.

tie use of unobservable inputs.

Assets and liabilities for which fair value i§ meubdd far: discjase Mnancial Sgtements are

categorized within the fair value hicrarchy, defcBibell 8 ¥ollows, bised dnthefowe put that is

significant to the fair value measurement as a wigks \
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* Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

Level 3 — Valuation techniques for which the lowest level input that is significant 1o the fair value
measurement is unobservable,

For assets and liabilities that are recognized in the financial statements on a recurring basis, the Company
determines whelher transfers have occurred between Levels in the hierarchy by re-assessing categorization

(based vn the lowest level input that is significant 1o the fair value measurement as a whole) at the end of
each reporting period.

The Company’s Management determines the policies and procedures for both recurring fair value
measurement, such as available-for-sale financial assets,

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on

the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value
hierarchy as explained above.

15 Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of
a past event, it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rale
that reflects, when approprinte, the risks specific to the liability, When discounting is used, the increase in
the provision due Lo the passage of time is recognized as other operating expenses.

LI16  Share capital

Incremental cosis directly attributable 1o the issue of
business are shown in equity as a deduction, net of tax 1

over the par value is recorded jp mn-shn_cﬁg\mmium
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3 Significant accounting judgements, estimates and assumplions

The preparation of the Company’s financial stalements requires the Managemenl lo make judggmmtm
estimates and assumptions that affect the reported amount of revenues, expenses, assels and liabilities, and
the nccompanying disclosures. as well as the disclosure of contingent liabilities. Uncertainty about tthc
assumptions and estimates could result in outcomes that require a material adjustment to the carrying
amount of assets or liabilities afTected in future periods.

3l Estimntes and assumptions

The key assumptions concerning the fisture and other key sources of estimation at the reporting date. that
have a significant risk of causing o material adjustment ta the carrying amounts of assets and liabilities
within the next financial year, are described below.

The Company based its assumptions and estimates on parameters available when the financial statemerits
were prepared. Existing circumstances and assumptions about future developments, however, may change
due to market changes or circumstances beyond the control of the Company. Such changes are reflected in
the assumptions when they oceur,

Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the statement of financial
position cannol be measured based on quoted prices in active markets, their fair value is measured using
valuation techniques using inputs from unobservable sources. A degree of judgement is required in
establishing fair values. Judgements include considerations of inpuls such as liquidity risk, credit risk and
volatility. Changes in assumptions about these factors could affect the reported fair value of financial
instruments.

Fair value estimation (Judgement)

The carrying value less impairment provision of trade receivables are assumed |d
values, The fair value of financial liabifities for disclosure purposes is estimated
contractual cash Mows at the curremt marke! interest rale that is available
financial instruments. P
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4 Financial risk management
41  Introduction

4.1.1  Risk measurement and reporting systems

The Company’s risks are measured using methods that reflect bath the expected loss likely to arise in
normal cincumstances and unexpected losses, which are an estimate of the ultimate actual loss based

on statistical model. The models make use of probabilities derived from historical experience,
adjusted 1o reflect the economic environmen

Manitoring and controlling risks is primarily performed based on limits established by the Company.
These limits reflect the business strategy and market environment of the Company as well as the level
of risk that the Company is willing to accept, with additional emphasis on selected regions. In

addition, the Company measures and monitor the overall risk bearing capacity in relation to the
aggregate risk exposure across all risk types and activities.

4.1.2  Risk mitigation

The Company uses various risk mitigating techniques 1o reduce its risk to the level acceptable. Risk

contrals and mitigants, identified and approved for the Company, are documented for existing and
new processes and systems,

The adequacy of these mitigants is 1ested on a periodic basis through administration of control self-
assessment questionnaires, using an operational risk management tool which requires risk owners to
confirm the effectiveness of established controls. These are subsequently reviewed as part of the
review process.

4.2  Financial risk

Financial instruments by category

The Company's financial assets are classified into the following categories: at amortized cost, at fair
value through P&L and at FV through OCI and the financial liabilities are classified into other

liabilities at amortized cost. Financial instruments are classified in the statement of financial position
in accordance with their legal form and subsiance,

The Company's classification of its fin

summarized in the table below:

t fred
eost Total
271377 2773771
6.918,825 6.918.825
239,168 230.168

9,931,765 9,931,765
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M falr value
through At amortized
profiterios sost Yotal

J0-Jun-23

Cash and balances with banks - 359,243 359,243
Dieposit on block decount - 12,644,610 12,644,610
Other reeeivables excluding prepayments - 10,125 10,125
Tatal fnuncial assets . 13,011,979 13,013,979

Credit risk

The Company has exposure 1o credit risk, which is the risk that a counterparty will be unable to pay

amounts in full when due. Key areas where the Company is exposed to credit risk is trade
receivables,

Management of eredit risk

The Company manages the levels of credit risk it accepts by placing limits on its exposure 10 a single
counerparty, or Companies of counterparty and to geographical and indusiry segments. Such risks

are subject 10 regular review, Limits on the level of credit risk by category and territory are approved
excculive momagement.

The table below show the maximum exposure to credit risk for the Company's financial assets. The
maximum exposure is show gross before the effect of mitigation:

2024 2023

Cash and balances with banks 2,773,771 359243
Deposit on block account 6,918,825 12,644,610
Other receivables excluding prepayments 239,168 10,125

9,931,765 13,013,979

Credil concentrations

The Company monitors concentrations of ¢ =b5"s_pctnr location and purpose. An analysis of
concentrations of credit risk_at lyne 30, 2024 and June 30, 2023 The Company concentrates all its

Private Total

2,773,711 277391

- -

1,773,771 2,773,771
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Mi-Jun-13

Cush and balances with banks - 350,243 359,241
Investment securities: . g

- 359,243 359,243

4.4 Capital management

The Company maintains an efficient capital structure of equity sharehalders® funds, consistent with
the Company's risk profile and the regulatory and market requirements of its business. The
Company's objectives in managing its capital are ;

«  To match the profile of its assets and liabilities, 1aking account of the risks inherent in the business;

«  To maintain financial sirength to support new business growth:

*  Toallocate capital efficiently to support growth;

»  To safeguard the Company’s ability to continue as a going concem so that it can continue to provide
returns for shareholders and benefits for other stakeholders; and

«  To provide an adequate retum to shareholders by pricing products commensurately with the level of
risk
An important aspect of the Company's overall capital management process is the setting of target risk-

adjusted rate of return which is aligned 1o performance objectives and that the Company is
focused on the creation of value for shareholders.

4.5  Fair value of Minancial assets and liabilities

4,51  Valuation models

IFRS 13 specifies a hierarchy of valuation techniques based on
techniques are observable or unobservable. Observable input g
independent sources; unobservable inputs reflect the Company’s m

0 those valuation
et fita’dbtained from
assiTipHoTs:

All assets and labilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole.

e Level |! Inputs that are quoted market prices (unadjusted) in active markets for identical assets or
liahilities.

e Level 2 Inputs other than quoted prices included within Level | that are observable for the asset or
liability. either direcily (i.e. as prices) Jﬁfm derived from prices) .This category includes
instruments valued using: quoted #farkcl-priegs” inYactive markets for similar instruments; quoted
prices for identical or similar
valuation technigue in whic
data. In conclusion, this ¢
significant to the fair val

directly or indirectly observable from market
Jethniques for which the lowest level input that is
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o Level 3 Inputs for the asset or liability that are not based on observable market data (unobservahle
inputs), This category includes all assets and liabilities for which the valuation technigue includes
inputs not based on observable date and the unobservable inputs have a significant ¢fTect on 1he asset
or liability's valuation. This category includes instruments that are valued based on quoted prices for
similar instruments for which significant unobservable adjustments or assumptions are required 1o
reflect ditferences between the instruments,

June 30, 2024 June 301, 2023
Carrying Fair yalue Carrylng Fair value
mmount amouni
ETRH ETH ETB ETH
Financial asscts
Cash and balances with banks 27791 2773771 359,243 359,243
fnvesinem
Deposit on block accoun 6918825 6,918,825 12,644,610 12,644,610
Other receivables excluding prepayment: 239,168 239,168 10,125 10,125
Total D.931,765 9,931,765 13,013,979 13,013,979
Financial linbili
Trade pavabl 1,668,334 1,668,334 1,077,834 |,077.834
Other liabil 323,715 323,715 54 B15 54,815
Total 1,992,049 1,992,049 1,132,649 1.132,64%
452 Fairvaluem Qﬂuq 5

\-.‘_l‘ oy |t“-|.'| ol

r:‘mimg trade receivables are carried at cost net of provision for impairment,
The estimated fair '.alut represents the discounted amount of estimaled futurce cash flows expecied to
be received. Expected cash flows are discounted at current market rates to determine fair value.

Loans and receivab

4.53 Valuation technique using significant unabservable inpuls — Level 3

The Company has no financial asset measured at fair value on subsequent recognition.

4.54  Transfers hetween the fair value hierarchy catepories

During the three reporting periods covered by these annual ﬁnm:diﬂ.,slaw t5, there were no

movements between levels as o result of significant inputs o the f@jﬂ”ﬁn- ess becoming
ubservable ur unobservable, 1:0‘"} .
£ &
4.6 Offsctting financial assets and financial liabilities /:, !/ o B
'..- ol
g
There are no offsetting arrangements, | E-manr:ral assets and . .h:abulﬁél%m sett d disclosad on a
pross basis, ,{':r VWY B
# .
£ N !
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1ND 30, JUNE 2024

REVENUE

Service charge
Bank interest income
Other Income

GENERAL AND ADMINISTRATIVE EXPENSE

Salary and benefits

Rem

Travel and Perdiem
Stationery and printing
Advertising and promotion
Transportation
Professional fee
Utilities

Bank service charge
Communication
Miscellaneous expense
Penalty i Py
Deprecation
License an
General

(S

Currency: Ethiopian Birr

2023
500 662,350
224 1,685
80,000 25,000
80,724 689,035
2023
196,000 167.875
148,304 235.540
g 7.400
2,340 55,128
: 21,506
4.000 -
] 74.750
95 1.904
2,903 4,145
. 15,576
187 10.374
. 7,604
11,191 7.490
; 1,000
: 65437
365,218 675,729
ffl';ﬁi.’i_ My
'.:-;.;i-';;f
£ | e
o R
W% ./

11851297 | ¢ |
0141831255 L =)
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Yonas Fekede Certified Anditor (ETH) Chartered Certified Acconntants (UK)

MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION

NOTES FORMING PART OF THE FINANCIAL STATEMENTS
THE YEAR E JUNE 2024

urrency: Ethiopinn Birr
7 PROPERTY, PLANT AND EQUIPMENT

Computers

ffice and
COSY Equipment  Furmiture  accessories ota
Asal | July 2023 20,062 11,300 31,362
Additions 302,500 885,500 584,700 1,772,700
Asat 30 June 2024 302.500 905,562 596,000 1,804,062
ACCUMULATED DEPRECIATION
Asat | July 2023 a 4,704 2,786 7.490
Charge for the year 738 5610 4,842 11191
As at 30 June 2024 738 10,314 7,628 18,681
NET BOOK VALUE
As at 30 June 2023 : 15,358 8514 13,871
As at 30 June 2024 301,762 895,248 588372 __ 1,785.383

Impairment review

Upon impairment review, the net book value of property, plant and equipment do not éxceed

its recaverable value as at the end of the reporting period. Thus, the management are of the
opinion that allowance for impairment is not required.

8 DEPOSIT ON BLOCKED ACCOUNT

As per Proclamation 626/2009 Article (e), "The minimum paid-up capital prescribed by the
National Bank of Ethiopia shall be paid in cash and deposited in a blocked account in a bank
in the name of the prospective micro-financing institution, the prospective micro-financing
‘Meba Microfinance Institution Share Company’ opened a blocked bank account on the below
banks and raised a total of Birr 12,628,275. Of the total capital raised, Birr 12,055,000
represent share contributions made by an identifigds

Birr 591,084 is deposit belongs taap unidentify

A Yirin
F}.&\‘- -

wand the remaining balance of

LR 2023
s L 5981750 | 5.487.750
S 57128675 | 5.854.460

Cash at bank-Bank of,

L

Cash at hnnh-ﬁ\f@%"ﬂaqﬁ‘ 5€

o
Cash al h&nk-Cummé BEEE f
ﬁﬂy }113%.

3hBanf 2 906350 | 906350
Cash at bank-Dysheh BanisS.C. NGRS 396,050 | 396,050
= = £ e Rl o —
2 £ J 618825 | 12644610
h ;*:// i =
§ w= = =
29 '._ 3 _,:-'
il
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MEBA MICRO FINANCE
NOTES FORMING oo ::iSTITUTIDN SHARE COMPANY-UNDER FORMATION

. - F THE FINA
FOR THE YEAR END 30, J . it NCIAL STATEMENTS

9 TRADE & OTHER RECEIVABLES S
Shareholder recievable 10,125 mlsz 125
Prepayment and advance |,3ﬂ5‘1 10 .-
Deposit and guarantee 229:043 -

1,544,279 10,125

10 CASH AND CASH EQUIVALENT

2023
Cash on hand = 37,340
Cash at bank 2,773,771 301.903
2.773,771 359,243

11 PAID UP CAPITAL

As per the prospectus document prepared by the company and submitted to the National Bank
of Ethiopia, the subscribed capital of the company is Birr 17,991,000, out of which the paid-
up capital is Birr 12,055,000, divided into 24,110 shares of Birr 500 par value each.

) 2023
Authorised:
35,982 ordinary shares of birr 500 each 17,991,000 | 17,991,000

Issued and fully paid:
24,110 ordinary shares of birr 500 each

12 RETAINED E/Rm
A -
y the,
ear

11,464,500 | 12,055,000

e )& 2023
At the begnip R | < (150463)]  (163,104)
Profit for the fear» & /& (284.495) 13,306
- (663)

(434.958) (150,463)

Adjustmentf = x.‘r? %
i lif S W
At the end bf ‘hqn?cur ﬁ:a
7 ,;_i"

* Pyl L"I.'
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Yonas Fekede Certified Auditor (ETH) Chartered Certified Accountants (UK)

MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION
NOTES FORMING PART OF THE FINANCIAL STATEMENTS
RTI E D 30, JUNF, 202

ATTENCY: iopian Birr
13 RETIREMENT BENEFIT OBLIGATION

Severance henefit plan

The severance benefit plan is an unfunded defined benefit scheme. The Company does not

maintain any assets for the schemes but ensures that it has sufficient funds for the obligations
as they crystallize,

The severance benefits are based on the statutory severance benefit as set out in Labour
Proclamation No. 377/2003, as amended by the Labour (Amendment) Proclamation No.
49472006. Employees who have served the Company for 5 years and above and are below the
retirement age (i.e. has not met the requirement to aceess the pension fund) are entitled for the
benefit. The final pay-out is determined by reference 1o final monthly salary and number of
years in service computed as one month salary of the first year in employment plus one-third
of monthly salary for subsequent years 1o a maximum of twelve months salary.

Since the company is under formation, there are no accrued employee benefits, including
retirement benefits and accrued annual leave,

13.1" Liability recognized in the financial position

Severance pay

Income statement charge included In personnel expenses:

— Severance benefit plan
Total defined benefit expenses

13.2 The principal assumptions used in determining defined benefit obligations

30% 30%
21% 21%
14 DI TE
AN/ 2023
oy tEh PETOES 1,668334 | 1,077,834
— 172,110 51,750

1,840,444 1,129,584
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Yonas Fekede Certified Auditor (ETH) Chartered Certified Accountants (UK)

MEBA MICRO FINANCE INSTITUTION SHARE COMPANY-UNDER FORMATION

NOTES FORMING PART OF THE FINANC] :

15 TAX PAYABLES

2023
Income tax payable 51.720 2,700
Pension ol -3 B0 '
Withholding tax payable 33'5{?6 363
151,606 | 3,065

14 CONTINGENT LIABILITIES

Claims and litigation

The Company is subjected to litigation arising in the normal course of business. The
Management is of the opinion that the pending litigation as at the reporting date will not have
a material ¢ffect on the financial position or profits of the Company. At the year end the
Company is not involved in any cases, Significantly afTecting the financial statement.

e

1S EVENTS AFTER REPORTING, PERID
In the opinion of the Manageim g s I]'IEI-I,‘E;WE :
could have a material effect ¢ fthe st 0 affir
the profit for the year en E‘;r?::-qfiﬁul}ﬂélc.
disclosed, il S

gnificant post balance sheet evenls which
f the Company as at June 30, 2024 and on
have not been adequately provided for or

o
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MEBA Miero Finance Institution S.C

Content

For the year ended Jun
Corporate information

C?mpnny registration number 67
License number MF1/067/2024
Directors (As of 30 June , 2025)

¢ 30,2025

s Appeintment Date

fﬂ tl‘.‘l'u:_l. Haile Chairperson, Board Of Directors April 8, 2023
Dadi Woyfon Vice Chairperson, Board Of Directors April 8, 2023
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 Dnniel Tesfuye Member, BoDs April 8, 2023
Tamirat Abebe Member, BoDs April 8. 2023
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[ Anduamlak Yibeltal Member. BoDs August 30, 2024
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February 3, 2024
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Manager

June 19, 2024
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Ato Aschalwe Tilahun |Development Manager August 7, 2024
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Wirt Salinek Tadele |Department Manager July.D3/2024
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MEBA Micro Finance Institution S.C
Content

For the year ended June 30,2025
Statement of directors’ responsibilities

In accordance with Microfinance Business Proclamation No. 626/2009, the National Bank of Ethiopia
(NBE) may direct Microfinance 1o prepare financial statements in accordance with international financial
Reporting standards, whether their designation changes or they are replaced, from time to time.

The Managment is responsible for the preparation and fair presentation of these financial statements in
conformity with accounting principles penerally accepted in Ethiopia and in the manner required by the
Commercial Code of Ethiopia of 2013, and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error. The Microfinance is required to keep such records as are necessary 10:

a)  exhibit clearly and correctly the state of its affairs:

b)  explain its transactions and financial position; and

€)  enable the National Bank to determine whether Microfinance had complied with the provisions of the

Microfinance Business Proclamation and regulations and directives issued for the implementation the
aforementioned Proclamation.

The Mangement accepts responsibility for the annual financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in

conformity with International Financial Reporting Standards, Microfinance Business Proclamation,
Commercial code of 2013 and the relevant Directives issued by the National Bank of Ethiopia.

The Mangement has an opinion that the financial statements give a true and fair view of the state of the
financial affairs of the company and of its profit or loss. The Mangement further accept responsibility for

the maintenance of accounting records that may be relied upon in the preparation of financial statements, as
well as adequate systems of internal financial control,

Nothing has come to the attention of the Mapeermmeg.
concern for at least twelve months from thEdi] [iEarmement.

Chairperson, Board Chairperson

Chiefl Exceutive Officer
29-Sep-25

29-Sep-25
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FCHCR w48 Marit3i ()
A LR PAR T BCED (A1)
GETACHEW WAK]JIRA

CHARTERED CERTIFIED ACCOUNTANT (UK)
CERTIFIED AUDIT FIRM (ETH)

Office 01151578 06 - 01155205 80 e

Mobile 0911-212087

Fax 251.011-552 05 80 Ref. No. 260 JW]IZ
Addis Ababa, Ethiopia

AUDITORS’ REPORT TO THE

SHAREHOLDERS OF MEBA MICROFINANCE INSTITUTION S.C.

ON THE ACCOUNTS OF MEBA MICROFINANCE INSTITUTION S.C.

OPINION

We _ have audited the accompanying financial statements of Meba Microfinance
Institution 5.C. 5.C which comprise statement financial position as at June 30, 2025, and
the statement of profit or loss and other comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended, and notes to the financial

statements, including a summary of significant accounting policies and other explanatory
information,

In our opinion, the accompanying financial statements present fairly, in all material
terms, the financial position of the Company as of June 30, 2025, and its financial
performance and its cash flow for the year then ended in accordance with International
Financial Reporting Standards (IFRSs).

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on Auditing (ISA).
Qur responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the ethical requirements that are
relevant to our audit of the financial statements, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

RESPONSIBILITY OF MANAGEMENT'S AND THOSE CHARGED WI
GOVERNANCE FOR THE FINANCIAL STATEMENTS

Management of the Company is responsible for the preparation and fair presentation of
the financial statements in accordance with IFRSs and for such internal control as
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In preparing the financial statements, management is responsible for assessing the

Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless

management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial
reporting process,

AUDITORS’ RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL
STATEMENTS

Our ebjectives are to obtain reasonable assurance about whether the financial statements
are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if,
individually or in aggregate, they could reasonably be expected to influence the economic
decisions of users taken based on these financial statements.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

We have no comments to make on the reports of the Board of Directors of the company
50 far as it related to these financial statements and pursuant to Article 349/1 of the
commercial code of Ethiopia 2021 apefpreaniimegd pursuant to article 349/2 approval

of the financial statements. ;{:E;ﬁa
{4
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MEBA Micro Finance Institution S.C
For the year ended June 30,2025

Statement of profit or loss and other comprehensive income

ey :-:_Jl-u _':__:‘ T o 0 e Ml Bt

M

Content
A0-Jun-2025 30-Jun-2024
Notes Birr Birr
Interest income 5 3,712,528
Interest expense 6 (1,073,652)
Net interest income 2,638,876 =
Net fees and commission income 7 1,202,990 500
Other operating income 8 Ai), 154 80,000
Total operating income 3,902,020 80,500
Less: Loan impairment charge 9 (19,123)
Net operating income 3,882,897 80,500
Salary and Other Employee Benefits 10 5,499,449 196,000
Annual Leave Expense 10.a 157,212
General and administrative expenses 11 3,042,058 158,028
Depreciation on property, plant and equipment 12 220,372 11,191
8,919,091 365,219
Profit before tax (5,036,195) (284,719)
[ncome tax expense = 2
Profit after tax (5,036,195) (284,719)
Other comprehensive income (OCI) net on income tax
Total comprehensive income for the period (5,036,195) (284,719)

The financial statements on pages 2, § to 8 were approved and authorised for issue by the board of directors on and were signed

21

4

Gtenet Haile

Azeb Mamo %}Eﬂ
Chairperson, Board Chairperson Chiefl Executive Officer

30-Sep-25 30-Sep-25
The notes on pages 6 10 21 of these financial statements. ==
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MEBA Micro Finance Institution S.C
For the year ended June 30,2025
Statement of financial position

Conlent
Notes
ASSETS
Current Asscts
Cash and balances with banks 14
Loans and receivables 15
Other Assets & Prepayments 17
Non-Current Assets
Investment 16
Property, plant and equipment 19
Total Assets
LIABILITIES
Current Liabilities
Security and Compulsory Saving 20
Voluntary and Individual Savings 20
Other Payable 22

Non-Current Liabilities
Bank loan

Total liabilities

EQUITY
Paid-up Capital
Legal reserve
Retained earnings

Total equity

Total equity and liabilitics

The notes on pages 6 to 21 are an integral part of these financial stalements.
6,12 9 were approved and authorised for issue by the board of directors on and were signed on

The financial statements on pa

Gtenet Haile
Chairperson, BoaFd Chairperson -
30-Sep-25 :

A0-Jun-2025 30-Jun-2024
Birr Birr
16,901,806 0,692,596
30,661,064 -
922,767 667,570
48 485,637 10,360,166
2,261,996 1,785,423
2,261,996 1,785,423
50,747,633 12,145,589
4,117,488 -
23,316,056 -
2467287 1,992 050
29,900,832 1,992,049
10,000,000 -
10,000,000 =
39,900,832 1,992,049
17,194,000 11,464,500
665 663
(6,347,864) (1,311,669)
10,846,801 10,153,498
50,747,633 12,145,545
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MEBA Micro Finance Institution §.C

For the year ended June 30,2025
Content

Statement of cask Slows

30-Jun-2025 30-Jun-2024
Note Birr Birr

Cash flows from operating activities 28 (7,823,303) 4,777,729
Cash flows from investing activities
Purchase of property, plant and equipment 19 (696,987) (1,772,700)
Purchase of Equity Invesiments 16 -
Net cash (outflow)/inflow from investing activities (696,987) (1,772,700)
Cash flows from financing activities
Proceeds {Seﬂlemtnts] for Loan 10,000,000 -
Increase In share capital 5,729,500 =
Net cash (outflow)/inflow from financing aetivities 15,729,500 )
Net increase/(decrease) in cash and cash equivalents 7,209,210 3,005,028
Cash and cash equivalents at the beginning of the year 9,692,596 6,687,568
Cash and cash equivalents at the end of the
year 28 16,901,806 9,692,596

The financial statements %ﬂ 6 to 9 were approved and authorised for issue by the board of directors
o

s

- ..
Gtenet Haile é?‘l ¥ Azeb Mamo L
Chairperson, Board Chairperson Chief Executive Officer
30-Sep-25 30-Sep-25

The notes on pages 6 to 21 are an integral part of these financial statements,
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MEBA MICRO FINANCE INSTITUTION SHARE COMPANY NOTES TO THE
FINANCIAL STATEMENTS

FORTHE YEAR END 30, JUNE 2025

1 General information

Currency: Ethlopian Birr

Meba Microfinance Institution Share
registered as non-h
the requirement

Company has been under formation since October 28, 2021, to be
titution as per the Microfinance Business Proclamation 626/2009 and
set by National Bank of Ethiopia. Currently, the bank has a paid up capital of 17,991,000,

L1 Statement of compliance

These financial statements are prepared in accordance with Intemational Financial Reporting Standards
(IFRS) as issued by the Intem

ational Accounting Standards Board (IASB).

anking financial ins

The Flon\pan}' is principally engaged in the provision of diverse range of financial products and services to
low income and poor target clients.

2

Summary of significant accounting policies
2.1

Introduction to sum mary of significant accounting policies
The principal accountin g policies

ipz applied in the preparation of these financial statements are set out below,
These policies have been consiste

ntly applied to all the years presented, unless otherwise stated.

2.2 Basis of preparation

The financial statements for the
International Financial Reporting
Board ("IASB"). Additional

period ended June 30, 2025 have been prepared in accordance with
Standards (“IFRS") as issued by the International Accounting Standards
information required by national regulations is included where appropriate.

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

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

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires the management 1o exercise its judgment in the process of applying the
Company’s accounting policies. Changes in assumptions may have a significant impact on the financial
statements in the period the assumptions changed. The management believes that the under] ying assumptions

are appropriate and that the Company's financial statements therefore present the financial position and its
results fairly.

The financial statements have been prepared in accordance with the going concern principle under the
historical cost concept and fuir value as laid outin the following sections.

221 Going concern

The linancial statements ha
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23 Foreign currency translation

a) Functional angd Presentation currency,

! i, Statements are measured using the currency of the primary economic
environment in which (he Company operates (‘the functional currency'). The functional currency and

presentation currency of the Company is the Ethiopian Birr (Birr).

b) Transactions and balances

Foreign currency transactions are translated into the functional

currency using the exchange rates prevailing
at the dates of the transactions, Fore

ign exchange gains and losses resulting from the settlement of foreign
currency transactions and from the translation atexchange rates of monetary assets and liabilities denominated

0 currencies other than the Bank company’s functional currency are recognized in profit or loss within other
(loss) / income. Monetary items denominated in foreign currency are translated using the closing rate as at
the reporting date,

24 Recognition of income and expenses

The Company earns income from interest on loans given for domestic trade and services, building and
construction, manufacturing, agriculture, personal loans ete, The interest income, which is under [FRS 9 is
caleulated by applying the effective interast rate to the gross carrying amount of financial assets, except for:

% Purchased or Originated Credit Impaired financial assets, for which the original credit-adjusted

effective interest rate is applied 1o the amortized cost of the financial asset.

Financial assets that are not Purchased or Originated Credit Impaired but have subsequently become

credit-impaired (o 'stage 3'), for which interest revenue is calculated by applying the effective interest
rate to their amortized cost [i.e. net of the expected credit loss provision)

In addition, the institution earns fees and commission income, investment income and other income. These

incomes are under the scope of IFRS 15, These incomes are recognized ata point in time when the

institution
is entitled for the transfer of services.

Fees and commission income and expenses that are integral to the effective interest rate on a financial asset or
liability are included in the measurement of the effective interest rate. Other fees and commission income
are recognized as the related services are performed,
Other fees and commission expenses relate mainly to transaction and service fees are expensed as the
services are received.

Investment income is recognized when the Bank's right to receive the

payment is established, which is
gencrally when the shareholders approve and declare the dividend,
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25 Financial instruments ~initial recognition and subsequent measurement

A linaneial instrument is any contract that gives rise to a financial asset ofone entity and a financial L
equity instrument of another entity,

251 Financial assets

Recognition and DE recognition

Financial assets and financial linbilities are recagnized when the Company becomes a party to the et
provisions of the finaneial instrument.

Financial assets are derecognized when the contractunl rights 1o the eash flows from the financial asset
expire. or when the financial asset and substantially oll the risks and rewards are transferred. A financial
liability is derecognized when it % extinenished, discharged, concelled or expires,

Classification and initial measurement ol linancial asscls

Except for those trade receivables that do not contain o signilicant finaneing component and are measured at
the transaction price in accordunce with RS 15, ull financinl assets are initially measured at fair value
adjusted for transaction costs (where applicable),

Financial assets, other thun those designated and effective as hedging instruments, a to the
following eategories:

* amortized cost
* fair value through profit or loss (FUTPL)
* fair value through other comprehensive income {FVOCI)

FVOCI. The classification is determined by hoth:

= the entity’s business model for managing the financial asset » the contractual cash flow characteristics
of the financial asset.

All income and expenses relating to financial assets that are recognized in profit or loss are presented within
finance costs, finance income or other financial items, except for impairment of loan receivables which is
presented as a separate line item.

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified into two calegories:

a) Financial Assets at Amortized Cost

Loans and recejvables are non-derjvative [inancial assets with fixed or determinable payments that are not
quoted in an active market. After initial measurement, such financial assets are subsequently measured at
amortized cost using the effective interest rate (EIR) method, less impairment, Mortised cost is calculated by
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The EIR amortization is included in interest and similar income in income statement. The losses arising from
impairment are recognized in income statement in Inan impairment charge.

The Company's cash and cash equivalents, loans and reccivables that comprise of Agriculture loans,
canstruction loans, Trade loans, Service Loans, Consumer loans, Asset Loan, Staff loans and Other Lonn
and bonds.

Financial assets arc measured at amortized cost If the assets meet the following conditions (and are not
designated as FVTPL):

* They are held within a business model whose objective Is to hold the financial assets and collect its

contractual cash flows

* The contractual terms of the financial assets give risa to cash llows that are solely payments of
principal and interest on the principal amount outstanding

b) Financial assets at fair value through profit or loss (FVTPL)

Financial assets that are held within a different business model other than *hold to collect’ or ‘hold to collect
and sell” are categorized at fair value through profit and loss. Further, irrespective ol business model financial
assels whose contractual eash flows are not solely payments of principal and interest are accounted for at
FVTPL. All derivative financial instraments fall into this category, except for those designated and effective
as hedging instruments, for which the hedge accounting requirements apply (see below).

The category also contains an equity investment. The Company accounts for the investment at FVTPL and
did not make the irrevocable election to account for the any equity investment at fair value through other
comprehensive income (FVOCT). The fair value was determined in line with the requirements of IFRS 9,

which does not allow for measurement at cost.

Assets in this category are measured at fair value with gains or losses recognized in profit or loss. The fair
values of financial assets in this calegory are determined by reference to active market transactions or using a
valuation technigue where no active market exists.

The Company accounts for financial assets at FVOCI if the asscts meet the following conditions:
» They are held under a business model whose objective it is “hold to collect” the associated cash flows

and sell and

« The contractual terms of the financial assets give rise ta cash flows that are solely payments of principal
and Interest on the principal amount cutstanding.

Any gains or losses recognized in other comprehensive income (OCI) will be recycled upon DE recognition

of the asset.
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"Impairment of financial assets

IFRS 9°s impairment requirements use more forward-looking information to recognize expeeted credit losses
~the *expected credit loss (ECL) model”. Instruments within the scope of this requirement included loans and
other debt-type financial assets measured at amortized cost and FVOCI, trade receivables, contract asscts
recognized and measured under [FRS 15 and loan commitments and some financial guarantee contracts (for
the issuer) that are not measured at fair value through profit or loss.

Recognition of credit losses is no longer dependent on the Company first identifying a credit loss event.
tnstead the Company considers a broader range of information when assessing credit risk and measuring
expected credit losses, including past events, current conditions, reasonable and supportable forecasts that
afTect the expected collectability of the future cash flows of the instrument.

In applying this forward-looking approach, a distinction is made between:

* financial instruments that have not deteriorated significantly in credit quality since initial recogn ftion
or that have low credit risk {'Stage 1') and

*  Financialinstruments that have deteriorated significantly in credit quality since initial recognition and
whase credit risk Is not low {"Stage 2°).

*Stage 3" would cover financial assets that have objective evidence ol impairment at the reporting
date,

*12-month expected credit losses® are recognized for the first category while ‘lifetime expected credit losses’
are recognized for the second category.

Measurement of the expected credit losses is determined by a probability-weighted estimate of credit losses
over the expected life of the financial instrument.

Refer to Note 4 for a detailed analysis of how the impairment requirements of TFRS 9 are applied.

Meba Micro finance Institute measures other financial assets such as staffand sundry debtors at amortized cost
method as pre the principles prescribed under IFRS 9. The other financial assets shall be presented in the
statement of financial position net of any associated allowance for impairment, Allowance for impairment

shall be recognized based on a simplified approach where by a provision matrix will be applied on long
outstanding receivable amounts

DE recognition of financial assets

The Institution derecognizes a financial asset when the contractual rights to the cash flows from the financial
assel expire or it transfers the rights to receive the contractual cash flows in a transaction in which substa ntially
all of the risks and rewards of ownership of the financial asset are transferred or in which the Institution

neither transfers nor retains substantially all of the risks and rewards of ownership and it does not retain
control of the linancial asset.

On DE recognition of a financial asset, the difference between the carrying amount of the asset (or the
carrying amount allocated to the portion of the asset derecognized) and the sum of
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() Aany cumulative Bain or loss that had been recognized in OCI is WS GRR.Ln proft ovos,
The Institution enters into transactions whe

position, but retains cither all or substantiall
of them. In such cases,

securities lending and sa)

reby it transfers assets recognized on its statement of financial

v @l of the risks and rewards of the transferred assets or a portion

the transferred asscls are not derecognized. Examples of such transactions are
e—and—repurchase transactions.

When Assels are sold 1o a third party with a concurrent
bransaction is accounted for as a secured financing tra
because the Institution retains al| or substantially all of
In transactions in whiely the Institution neither retains n

W H . . M el . 3
ownership of'a financial asser and it retains control over the asset, the Institution continues 1o recognize the

AsSCL1o the extent of jts continuing involvement, determined by the extent to which it is exposed to changes
in the value of the transferred asset.

total rate of return swap on the transferred assets, the
nsaction similar to sale and repurchase transactions,
the risks and rewards of ownership of such assets,

or transfers substantially all of the risks and rewards of

2.52 Finan:iﬂliiabiliti&s

Ihe Institution’s holding in financial liahi lities represents mainly deposits from customers, long term

liabilities and other liabilities. Such finane ial liabilities are initiall y recognized at fair value and subsequently
measured at amortized cost,

Financial liabilities are initially measured at fajy value, and, where applicable, adjusted for transaction costs
unless the institution designated a financial liability at fair value through profit or loss. All of the institution's
financial liabilities are measured at amortized cost, The institution measure other financial liabilities at

amortized cost that includes such ilems as, taxes payable, pension payable, accruals, uneamed revenue and
retention payable

Derecognition Financial Liabilities

The Institution derecognizes a financial liabilj

ty when its contractual obligations are discharged or cancelled,
arexpire.

2.6  Impairment Policy

The Institution recognizes loss allowances for ECL on the following financial instruments that are not
measured ot FVTPL:

* financial assets that are debt instruments;
* |ease receivables;
*  Financial guarantee contracts issued; and — loan commitments issued. The Institution measures loss

allowances at an amount equal to lifetime ECL, except for the fallowing, for which they are measured
as 12-month ECL:
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* Other financial instruments [other than |ease receivables) on which credit risk has not Increased
significantly since their initial recognition.

Loss allowances for lease receivables are always measured at an amount equal to lifetime ECL.

The Institution considers a debt investment sccurity to have low credit risk when its credit risk rating is
cquivalent to the globally understood definition of ‘investment grade’. The Institution does not apply the low
credit risk exemption to any other financial instruments, 12—month ECL are the portion of ECL 'h_a[ result
from default events on a financial instrument that are possible within the 12 months after the reporting date.
Financial instruments for which a 12—month ECL is recognized are referred to as 'Stage ﬁnancfal
instruments’, Life—time ECL are the ECL that result from all possible default events over the expected life
of the financial instrument. Financial instruments for which a lifetime ECL is recognized but which are not
credit-impaired are referred to as 'Stage 2 financial instruments’.

ECL s a probability-weighted estimate of credit losses. They are measured as follows:

* financial assets that are not credit-impaired at the reporting date: as the present value of all cash
shortfalls (L.e. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the Institution expects to receive);

financial assets that are credit-impaired at the reporting date: as the difference between the gross
carrying amount and the present value of estimated future cash flows;

undrawn loan commitments: as the present value of the difference between the contractual cash
flows that are due to the Institution if the commitment Is drawn down and the cash flows that the
Institution expects to receive; and

financial guarantee contracts: the expected payments to reimburse the holder less any amounts that
the Institution expacts to recover,

Il the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced with a
new one due to financial difficulties of the borrower, then an assessment is made of whether the financial asset
should be derecognized and ECL are measured as follows,

* Ifthe expected restructuring will not result in derecognition of the existing asset, then the expected
cash flows arising from the madified financial asset are included in calculating the cash shortfalls from
the existing asset,

¢ if the expected restructuring will result in derecognition of the existing asset, then the expected fair
value of the new assel is treated as the final cash flow from the existing financial asset at the time of
its derecognition. This amount is included in calculating the cash shortfalls from the existing financial
asset that are discounted from the expected date of derecognition to the reporting date using the
original effective interest rate of the existing financial asset.

At each reporting date, the Institution assesses whether financial assets carried at amortized cost and debt
financial assets carried at FVOCI, and finance lease receivables are eredit-impaired (referred to as ‘Stage 3
financial assets’). A [inancial asset is ‘credit-impaired’ when one or more events that have a detrimental
impact on the estimated future cash flows of the financial asset have occurred.,
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Evidence that a financial asset is eredit-impaired includes the following observable data:

* significant financial difficulty of the borrower or issuer:

abreach of contract such as a default or past due event;

the restructuring of a loan or advarce by the Institution on terms that the Institution would not
consider otherwise;

s becoming probable that the borrower will enter bankruptcy or other financial reorganization; or
the disappearance of an active market for a security because of financial difficulties.

A loan that has been renegotiated due to a deterioration in the borrower's condition is usually considered to
be credit-impaired unless there is evidence that the risk of not receiving contractual cash flows has reduced
signilicantly and there are no other indicators of impairment, In addition. a retail loan that is overdue for 90
days or more is considered credit-impaired even when the regulatory definition of default is different.

In making an assessment of whether an investment in sovereign debt is credit-impaired, the Institution
considers the following factors,

— The market's assessment of creditworthiness as reflected in the bond yields.
— The rating agencies' assessments of creditworthiness.
— The country’s ability to access the capital markets for new debt issuance.

— The probability of debt being restructured, resulting in holders suffering losses through —
voluntary or mandatory debt forgiveness.

— The international support mechanisms in place to provide the necessary support as ‘lender of last
resort’ to that country, as well as the intention, reflected in public statements, of governments and
agencies to use those mechanisms. This includes an assessment of the depth of those mechanisms and,
irrespective of the political intent, whether there Is the capacity to fulfill the required criteria.

— Loss allowances for ECLare presented in the statement of financial position as follows:

— financial assets measured at amortized cost: as a deduction from the gross carrying amount of the assets;
— loan commitments and financial guarantee contracts: generally, as a provision;

— Where a financial instrument includes both a drawn and an undrawn component, and the Institution
cannot identify the ECL on the loan commitment component separately from those on the drawn
component: the Institution presents a combined loss allowance for both components. The combined
amount is presented as a deduction from the gross carrying amount of the drawn component. Any excess
of the loss allowance over the gross amount of the drawn component is presented as a provision; and

Loans and debt securities are written off (either partially or in full) when there is no reasonable expectation of
recovering a financial asset in its entirety or a portion thereof. This is generally the case when the Institution
determines that the borrower does not have assets or sources of income that could generate sufficient cash
flows to repay the amounts subject to the write—off, This assessment is carried out at the individual asset
level. =
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‘impairment losses on financial
at are written off could

tution's procedures for

Recoveries of amounts previously written off are included in

instruments' in the statement of profit or loss and OCL. Financial assets th.

still be subject to enforcement activities in order to comply with the Insti

recovery of amounts due, )
The Institution assesses whether a financial guarantee contract held is an integral element of a financial asset
that is accounted for as a componient of that instrument or is a contract that is accounted for separately. The
factors that the Institution considers when making this assessment include whether:

— the guarantes is implicitly part of the contractual terms of the debt instrument;
~ the guarantes is required by laws and regulations that govern the contract of the debt instrument;

— the guarantee is entered Into at the same time s and in contemplation of the debt instrument; and
— the guarantee i given by the parent of the borrawer or another company within the borrower's Bank.

IFthe Institution determines that the guarantee is an integral element of the financial asset, then any premium
payable in connection with the initial recognition of the financial asset is treated as a transaction cost of
acquiring it, The Institution considers the effect of the protection when measuring the fair value of the debt
instrument and when measuring ECL.

If the Institution determines that the guarantee is not an integral element of the debt instrument, then !t
recognizes an asset representing any prepayment of guarantee premium and a right to compensation for credit
losses. A prepaid premium asset is recognized only if the guaranteed exposure neither is credit impam!d_ nor
has undergone a significant increase in credit risk when the guarantee is acquired. These assets are recognized
in ‘other assets’. The Institution presents gains or losses on a compensation right in profit or loss in the line
item ‘impairment losses on financial instruments’,

The Institution considered evidence of impairment for loans and advances and held-to-maturity investment
securities at both a specific asset and a collective level. All individually significant loans and advances and
held-to-maturity investment securities were assessed for specific impairment. Those found not to be
specifically impaired were then collectively assessed for any impairment that had been incurred but not yet
identified. Loans and advances and held-to-maturity investment securities that were not individually
significant were collectively assessed for impairment by grouping together loans and advances and held- to-
maturity investment securities with similar credit risk characteristics.

In making an assessment of whether an investment in sovereign debt was impaired, the Institution considered
the following factors.

— The market's assessment of creditworthiness as reflected inthe bond yields.

— The rating agencies' assessments of creditworthiness. — The country's

abllity to access the capital markets for new debt issuance,

— The probability of debt being restructured, resulting in holders suffering losses through voluntary or
mandatory debt forgiveness.

— The international support mechanisms in place to provide the necessary support as 'lender of last
resort’ to that country, as well as the intention, reflected in public statements, of governments and
agencies to use those mecha s. This included an assessment of the depth of those meéﬁrﬁ?rﬁh.
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An individual measurement of impairment was based on management's best estimate of the present value of
the cash flows that were expected to be received. In estimating these cash flows, management made
Judmnm about a debtor's financial situation and the net realizable value of any underlying collateral.
Each impaired asset was assessed on its merits, and the workout strategy and estimate of cash flows
considered recoverable were independently approved by the Credit Risk function,

The collective allowance for groups of homogeneous loans was established using statistical methods such as
r'?” rate methodology or, for small porifolios with insufficient information, a formula approach based on
htsfuri-:al loss rate experience. The roll rate methodology used statistical analysis of historical data on
delinquency to estimate the amount of loss, Management applied judgment to ensure that the estimate of loss
arrived at on the basis of historical information was appropriately adjusted to reflect the economic con ditions

and product mix at the reporting date. Roll rates and loss rates were regularly benchmarked against actual
loss experience,

The IBNR allowance covered credit losses inherent in portfolios of loans and advances, and held to—
maturity investment securities with similar credit risk characteristics when there was objective evidence 1o
suggest that they contained impaired items but the individual impaired items could not yet be identified. In
assessing the need for collective loss allowance, management considered factors such as credit quality,
portfolio size, concentrations and economic factors. To estimate the required allowance, assumptions were
made to define how inherent losses were modeled and to determine the required input parameters, based on
historical experience and current economic conditions, The accuracy of the allowance depended on the model
assumptions and parameters used in determining the collective allowance. Loans that were subject to a
collective IBNR provision were not considered impaired.

— For assets measured at amortized cost: If an event occurring after the impairment was recognised

caused the amount of impairment loss to decrease, then the decrease in impairment loss was reversed

through profit or loss.

— Foravailable-for-sale debt security: If, in a subsequent period, the fair value of an impaired debt security
increased and the increase could be related objectively to an event occurring after the impairment loss
was recognized, then the impairment loss was reversed through profit o loss; otherwise, any increase in
fair value was recognized through OCI.

Any subsequent recovery in the fair value of an impaired available-for-sale equity security was always
recognized in OCL.

Impairment losses were recognized in profit or loss and reflected in an allowance account against loans and
receivables or held-to-maturity investment securities. Interest on the impaired assets continued to be
recognized through the unwinding of the discount.

Impairment losses on available-for-sale investment securities were recognized by reclassifying the losses
accumulated in the fair value reserve in equity to profit or loss. The cumulative loss that was reclassified
from equity to profit or loss was the difference between the acquisition cost, net of any principal repayment
and amortization, and the current fair value, less any impairment loss previously recognized in profit or loss.
Changes in impairment attributable to the application of the effective interest method were reflected.as a
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The Institution write-ofT a
full, and
determine

loan or an investment debt security, either partially or in

any related allowance for impairment losses, when the Institution Credit
d that there was no realistic prospect of recovery,

Offsetting financial instruments

Financial assets and liabilities
position when there js 5 legall
intention to settle on anet ba

are offset and the net amount reported in the statement of financial
¥ enforceable right to offset the recognized amounts and there is an
sis or realize the asset and settle the liability simultaneously.

27 Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and
{{thvzzr l:mam:ia! institutions, demand deposits with third party merchants, and short-term, highly
liquid investments that are readily convertible into known amounts of cash and which are subject
to an insignificant risk of changes in value. Bank overdralls that are repayable on demand and
form an integral part of the institution's cash management are also included as a component of
cash and cash equivalents for the purpose of the institution’s statement of cash flows.

28  Property, plant and equipment
181 Cost

ltems of propeny, plant and equipment are stated at cast

impairment losses, Cast includes expenditure that is directly attributable to the acquisition of the
assets including for self-constructed assets, the cost of materials, direct labor, the initial estimate,
Where appropriate, of the costs of dismantling and removing the items and restoring the site on

which they are located, and an appropriate proportion of production overheads and borrowing
costs.

less accumulated depreciation and

Construction in progress is transferred to other property,
its intended use. Gains or losses arising from the
plant and equipment are determined as the d
carrying amount of the item and are recog
disposal.

plant and equipment when it is ready for
retirement or disposal of an jtem of property,
ifference between the net disposal proceeds and the
nized in profit or loss on the date of retirement or

282 Depreciation

Depreciation is calculated to write off the cost of items of property, plant and equipment and
investment property, less their estimated residual value, il any, using the straight-line method
over their estimated useful lives as follows:

'L.tf- '
wLEtER
Foab e Thay ;" Y
L Cky 2
A *"'1:"
d'g 2 L

» bapg )

fr.™
L waR) IR

oe o
R et
ten LA EAL 'LL':"l_,.-

»(w




Asset Class Useful life (yenrs) et Vit
Building 50 5%
VehieleMotors 15 %
Furniture and Fittings 20 1%
Computer & Peripherals 10 1%
Fumiture Fittings 10 1%
Equipment 10 i

29 Intangible Asset

Intangible assets acquired se
Tecognition, intangible

accumulated impairmeny
development costs. are noe
in the period in which th

parately are measured on initial recognition at cost. Following initial
assets are carried at cost less any accumulated amortization and
losses, if any, Intemally generated intangibles, excluding capitalized

teapitalized and the related expenditure is reflected in income statement
€ expenditure is incurred.

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets
with finite lives are amortized over the useful economic life. The amortization period and the
amortization method for an intangible asset with a finite useful life are reviewed at least at each
financial year-end, Changes in the expected useful life, or the expected pattern of consumption
of future economic benefits embodied in the asset, are accounted for by changing the amortization
period or methodalogy, as appropriate, which are then treated as changes in accounting estimates.

The amontization expense on intangible assets with finite lives is presented as a separate line item
in the income statement,

10 Other Assets

Other assets are generally defined as claims held against other entities for the future

receipt of money. The other assets in the Institution”s financial statements include the
following:

(a) Prepayment

Prepayments are payments made in advance for services to be enjoyed in future, The amount is
initially capitalized in the reporting period in which the payment is made and subsequently
amortised over the period in which the service is to be enjoyed.

(b) Other receivables

Other receivables are recognized upon the occurrence of event or transaction as they arise and

cancelled when payment is received. The Institution’s other receivables are receivables from
debtors.
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.11 Leased assets

T'-_imt of the institution's leases are operating
fisks and rewards nl‘mmers,hip 10 the inst
profit or loss in “qual installments over 1
where an alternative basis is more repre

leases which do not transfer substantially all the
itution. Payments made under the leases are charged to
he accounting periods covering the lease term, except

sentative of the pattern of benefits to be derived from the
leased asser, Lease incentives received are recognized in profit or loss as an integral part of the
Hggrcga‘te net lease payments made. Contingent rentals are charged to profit or loss in the
Accounting period in which they are incurred

212 Employee benefits

The Cﬂmimn}"s only post-cmployment  schemes are defined

contribution pension plans,

) Short-term Employment benefits (Wages, salaries, bonus
and allowances short-term employee benefits such as Wages,
salaries, bonuses, ather contributions, paid annual leave and
sick leave are accrued in the year in which the associated
services are rendered by emplavees of the Company.

B) Post-Employment Benefit (Defined contribution plan-

Pension) The Company operates one defined contribution
plan;

Once the contributions have been paid,
to pay further contributions if the Fund
under the retirement benefit plan, The
loss aceount.

Other long-term benefits such as severance expenses are

model. The assumptions are disclosed under note no. 2
when incurred.

the Company retains no legal or constructive obligation
does not hold enough assets to finance benefits accruing
Company's obligations are recognized in the profit and

recognized using the projected unit credit
6.1, Termination benefits are recognized

2.14  Fair value measurement

The Company measures financial instruments classified as available-for-

statement of financial position date. Fair value related disclosures for financial instruments and

nonfinancial assets that are measured at fair value vhere fair values are disc]
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summarized in the following notes:

* Disclosures for valuation methods, significant estimates and assumptions note 4.6.1.
* Quantitative disclosures of fair value measurement hierarchy note 4.6.2.
* Financial instruments (including those carried at amortized cost} note 4.6.2.

The fair valye of an asset or a

would use when pricin gtheas
best interest.

liability is measured using the assumptions that market participanlts
setor liability, assuming that market participants act in their economic

The Company uses valuation techniques that are appropriate in the circumstances and for which

sufficient data are available to measure fair value, oaximizing the use of selevant bssrvable
puts and minimizing the use of unobservable inputs.

Assets and liabilities for which fair value is measured or disclosed in the financial statements are

categorized within the fair vajye hierarchy, described as follows, based on the lowest level input
that is significant 1o the fair value measurement as a whole:

* Level 1 —

Quoted {unadjusted) market prices in active markets for identical assets or
lizbilities.

* Level 2 — Valuation techniques for which the lowest level input that is significant to the
fair value measurement is directly or indirectly abservable.

Level 3 — Valuation techniques for which the lowest level input that is significant to the
fair value measurement is unobservable.

For assets and liabilities that are recognized in the financial statements on a recurring basis, the
Company determines whether transfers have occurred between Levels in the hierarchy by re-

assessing categorization (hased on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

The Company®s Management determines the policies and procedures for both recurring fair value
measurement, such as available-for-sale financial assets.

For the purpose of fair value disclosures, the Company has determined classes of assets and

liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level
of the fair value hierarchy as explained above.

2.15 Provisions

Provisions are recognized when the Company has a present obligation (legal
result ol a past event, it is probable that an outflow of resources embodyin

will be required to settle the obligation and a reliable estimate can be
obligation.

Or constructive) as a
g economic benefits
made of the amount of the
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ITthe effect of the time value of MOnEY is maleri

al, provisions are discounted using a current pre-
L rafe

that reflects, when appropriate, the risks speeific to the liability. When discounting is used,
the increase in the provision due 1o the passage of time is recognized as other operating expenses.

.16 Share capital

Incremental costs dircctly attributable to the

issuc of new shares or aptions or to the acquisition
of a business

ure shown in equity as a deduction, net of tax, from the proceeds. The excess of the
Isue price over the par value is recorded in the share premium reserve.

3 Significant accounting judgments, estimates and assumptions

The preparation of the Company's financial statements requires the Management 1o make
judgments, estimates and Aassumptions that affect the reported amount of revenues, expenses.
assets and liabilities, and the accompanying disclosures, as well as the disclosure of contingent
liabilities. Uncertainty about these assumptions and estimates could result in outcomes that

require o materia adjustment to the carrying amount of assets or liabilities affected in future
periods,

31 Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation at the reporting
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are described below,

The Company based its assumptions and estimates on parameters available when the financial
statements were prepared. Existing circumstances and assumptions about future developments,
however, may change due to market changes or circumstances beyond the control of the C ompany.
Such changes are reflected in the assumptions when they occur.

Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the statement of
financial position cannot be mensured based on quoted prices in active markets, their fair value

15 measured using valuation technigues using inputs from unobservable sources, A degree of

judgment is required in establishing fair values, Judgments include considerations of nputs such

s Hiquidity risk. eredit risk and volatility. Changes in assumptions about these factors could nftect
the reported lair value of financial instruments.
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Fair value estimation (Judgment)

The carrying volues Jess impairment
their fair values, The [
discounting the future contractual eny
to the company for similar financi

41
4'Ill

4.1.2

4.2

nir value of i

al instruments.

Financial risk management

Introduction

Risk measurement and reporting systems

The Company's risks are measured using methods that reflect both the expected
loss likely to arise in normal circumstances and unexpected losses, which are an
estimate of the ultimate actual loss based on statistical model. The models make

use of probabilities derived from historical experience, adjusted to reflect the
economic environment

Monitoring and controlling risks is primarily performed based on limits
established by the Company. These limits reflect the business strategy and
market environment of the Company as well as the level of risk that the
Company is willing to accept, with additional emphasis on selected regions. In
addition, the Company measures and monitors the overall risk bearing capacity
in relation to the aggregate risk exposure across all risk types and activities.

Risk mitigation

The Company uses various risk mitigating techniques to reduce its risk to the
level acceptable, Risk controls and mitigates, identified and approved for the
Company, are documented for existing and new processes and systems.

The adequacy of these mitigates is tested on a periodic basis through
administration of control self- assessment questionnaires, using an operational
risk management tool which requires risk owners to confirm the elfectivencss
of established controls. These are subsequently reviewed as part of the review
process.

Financial risk
Financial instruments by category

The Company's financial assets are classified into the
amortized cost, at fair value through P&L and at F
financial liabilities are classified into other liabil

following categories: at
V through OCI and the
ities at amortized cost,
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provision of trade receivables are assumed to approximate
mancial liabilities for disclosure purpnses is estimated by
h Mows at the current market interest rate that is available




= Tm TUm Tm Thw ThW Thy TIm = mam mm TN TS TN 9N . O

] =

Financial instruments are classified in the statement of financial position in
accordance with their legal form and substance.

The Company's classification of its financial assets is summarized in the table

below:
At fair value At amortized ety
Through Cost
Profit or loss
J0-Jun-25 - 15,743,755 15,741,755
Cash and balances with banks = 1,158,050 1,158,050
Deposit on block account . 49,983 49,983

Other receivables excluding prepayments o 16,951,788 16,951,788

Total financial nssets

30-Jun-24 i 2,73,771 2,773,771
Cash and balances with banks = 6,918,825 6.918.825
Deposit on block account - 239,168 239,168
Other receivables excluding prepayments . — 9,931,765 9931765

Total financinl assets

4.3 Credit risk

The company has exposure to credit risk, which is the risk that a counterparty will be unable
to pay emounts in full when due. A key area where the company is exposed to credil risk is
trade receivables.

4.3.1 Manugement of Credit Risk

The company manages the levels of credit risk it accepts by placing limits on its exposure to
a single counterparty, or companies of counterparty and to geographical and industry
segments. Such risks are subject to regular review. Limits on the level of credit risk by
category and territory are approved executive management.

The table below shows the maximum exposure to credit risk for the company’s financial

assets. The maximum exposure is show gross before the effect of mitigation:

2024 2025
Cash and balance with banks 2,773,771 15,743,755
Deposit on block account 6,918,825 1,158,050
Other receivables excluding prepayments - -
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4.3.2 Credit Concentration

The company monitors concentrations of credit risk by sector, location and purpose. An
analysis of concentrations of credit risk at June 30, 2025 and June 30, 2024 the company

concentrates all its financial assets in Ethiopia.

Public
30-June-25

Cash and balance with banks

Investment Securities

Private Total

15,743,755 15,743,755

15743755 15,743,733

30-June-24
Cash and balance with banks .

Investment Securities

2,773.771 2,773,771

2,773,711 FNIENEY

44 Capital management

The Company maintains an efficient capital structure of equity shareholders’
funds, consistent with the Company's risk profile and the regulatory and market

requirements of its business. The Company's objectives in managing its capital
are:

To match the profile of its assets and liabilities, 1aking account of the risks inherent in the business;
To maintain financial strength 1o support new business growth;

To allocate capital efficiently to support growth;

To safeguard the Company's ability to continue as a going concern so that it can continue to provide
returns for shareholders and benefits for other stakeholders; and

To provide an adequate return to shareholders by pricing products commensurately with the level o
risk.

An important aspect of the Company’s overall capital management process is
the setting of target risk adjusted rate of return which is aligned to performance
objectives and ensures that the Company is focused on the creation of value for
shareholders.
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45 Fair value of financial assets and liahilities

451  Valuation nodels

IFRS 13 specifies a hicrarchy of valuation techniques based on whether the
inputs to those valuation techniques are observable or unobscrvable, Observable
input reflects market data obtained from independent sources; unobservable
inputs reflect the Company's market assumptions,

All assets and liabilities for which fair value is measured or disclosed in the
financial statements are categorized within the fair value hicrarchy, described as

follows, based on the lowest level input that is significant to the fair value
measurement as a whole.

®*  level I: In
liahilities,

Level 2: Inputs other than Quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.c. as prices) or indirectly (i.e. derived from prices) .This calegory includes
instruments valued using: quoted market prices in active markets for similar instruments; quoted prices
for identical or similar instruments in markets that are considered Jess than active, or other valuation
technique in which all significant inputs are directly or indirectly observable from market data. In
conclusion, this eategory is for valuation technigues for which the lowest level input that is
significant to the fair value measurement is directly or indirectly observable.

Level 3: Inputs for the asset or liabilities that are not based on observable market data (unobservable
inputs). This eategory includes all assets and liabilities for which the valuation technique includes inputs
not based on observable date and the unobservable inputs have a significant effect on the asset or
liability's valuation. This category includes instruments that are valued basad on quoted prices for

similar instruments for which significant unobservable adjustments or assumptions are required o
reflect differences between the instruments.

Financial assets

Cash and balances with banks 15,743,755 15,743,755 2,773,711 2713
Investment
Deposit on block account 1,158,050 1,158,050 6,918.825 2,113
Other receivables excluding prepayments 49,083 49,983 239,168 2391
Total 16951788 16950788 9,931,765 231

AR TN
& _ et .y
,_l':':t'rl't IR rops

puts that are quoted market prices (unadjusted) in active markets for identical assets or
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Finaneiy] liabilities

. 2TAISH 2740054 166833 1,668,334
Trade payables

2 467,207 2467287 123,71 323713
Other liabilities
Total

SL902049 1992040 _LI32640  LA326H0

452 Fairvalue methods and nssumptions

Loans and receivables including trade receivables are carried at cost net of
provision for impairment, The estimated fair value represents the discounted
amount of estimated future cash flows expected to be received. Expected cash
Mows are discounted at current market rates to determine fair value.

453 Valuation technique using significant unobservable inputs - Level 3
The Company has no financial asset measured at fair value on subsequent
recognition.

4.54

Transfers between the fair value hiern rchy eategories

During the three reporting periods covered by these annual financial statements,
there were no movements between levels as a result of significant inputs to the
fair valuation process becoming observable or unobservable.,

46 Offsetting financial assets and financial liabilities

There are no offsetting arrangements. Financial assets and liabilitics are settled
and disclosed on a gross basis.
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MEBA Micro Finance Institution 8.C
Notes to the Financial statements

F_nr the year ended June 30,2025
(in Ethiopia Birr )

S5 INTEREST INCOME
Interest Income on Loans
Interest income from Bank depasit

6 INTEREST EXPENS ES

Interest Expense on client saving deposit
Interset Expense Loan

7 Feeand commission income

Share subscription Fee

Service charge

Registration Fee

Income from sales of pass book

Fee and commission expense
Net fees and commission income

8 Other Operating Income
Income [rom death Insurance
Loan loss recovery
Penalty and Other Income

9 Loan Impairment Charge
Impairment recovery
Loans written off

10 Salary and Other Employces Benefits
Salary and Other Benefit Expense

10.a. Severance & unused Leave expenses
leave Expenses -nccrued
Severance Paid in the year

F‘yl'
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J-Jun-2025  30-Jun-2024
Birr Birr
J.683.175
20,353
_ 1,712,528 .
1,056,494
17.158
1,073,652 -
1,050 .
1,162,440 500
19,450
20.050
1,202,990 500
1,202,990 500
29,540
30,614 80,000
60,154 80,000
_— - — =-=
5,499,449 196,000
5,499,449 196,000
157,212
157,212 I




MEBA Miero Finance Institution S.C
Notes to the Financial statements
For the year ended June 30,2025
(in Ethiopia Birr)

11

12

13

General and administeative expenses for the years ended June 30 2025 and June 30
2024 can be presented as follows:

30-Jun-2025  30-Jun-2024

Birr Birr
Office Rent Expenses 1,601,460 148.304
Maintenance Expense 5,497
Tronsportation Expenses 55.943 4,000
Advertising and Promotional Expenses 87,446
Traning Expense 4.650
Bank Service Charge 23,770 2,903
Office Supplics-Stationary 165,439 2,340
Printing Materials 171,840
Cleaning & Sanitory 16,639
Membership & license Fee Expense §9,000
Utility Expense 16.224 95
Commision Expense 71,239
Telephone, Internel & Fax 90,465
Loding Unloding 32,478 -
Audit fee 60,000
Legal fee 40,000
Inaguration Expense 123,224
Penality Expense 18,963
Cost of government service 35,324
General Assembly 311,634
Miscellaneous 15,846 387
Insurance Expense 4,978 -
3,042,058 158,029

Depreciation expense for the years ended June 30 2025 and June 30 2024 can be

presented as follows:
30-Jun-2025  30-Jun-2024

Birr Birr

Depreciation expense 220,372 11,191

Total depreciation expense 220,372 11,191
—_—

Impairment on other assets & Bank Deposit
Impuirment on other assets for the years ended June 30 2025 and June 30 2024 can be

1!"’- "‘!‘ _._’-::.';,,-j-'"'“:"f-;.

et PR Ahg Al :
-Jun-20255" 30-Jun=2024

e ]
:"Fu"‘" ket uﬂ*:*
i
Bire [ Birr

presented as follows:
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Impairment allowanece - Bank Depos "H-m.m.mm 5l
Total Impairment ——— .
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MEBA Micro Finance Institution S.C
Notes to the Financial statements
For the yvear ended June 30,2025

( in Ethiopia Birr )

14 Cash on hand and bank balances 30-Jun-2025  30-Jun-2024
Birr Birr
Cash on hand
Cash at Bank - Saving 5.064.492
Block Account 1.158.050 6,918.825
Cash at Bank - Current 10,679,263 2,773,771
16,901,806 9,692,596
Maturity analysis
Current 16,901,806 9,692,596
Non-Current - -
16,901,806 9,692,596

15

Cash and cash equivalents in the statement of cash flows are the same as on the
statement of financial position,

LOANS TO CUSTOMERS
Loan to customers as a1 30 J une 2025 and 2024 can be presented as follows:

30-Jun-25  30-Jun-24

Birr Birr

Gross loans to customers
Enterprise Loan (SME) Organization 2,105,238 .
Business Loans 9,359,556 =
Consumer Loan (Employee Loan) Individual 3,439,613 <
Consumer Loan (Employee Loan) Group 14,865,933 *
Consumer Loan (non-employee) 290,376 .
Housing/Construction& Renovation Loan 619,472
Gross loans to customers 30,680,187 -
Less : allowance for impairment losses (19,123)
Net loans to customers 30,661,064 -

Movments of the loan impairment allowance For the year ended 30 June 2025 and 30
June 2024 as follows:

30-Jun-25 30-Jun-24
Birr Birr
Balance at the beginning of the year -
Balance at the end of the year 19,123
Provision expense 19,123 -

* |
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MEBA Micro Finance Institution S.C
Notes to the Financial stalements
For the ycar ended June 30,2025
(in Ethiopia Birr)

The following table provide information on the credit quality of the loan portfolio:
Originated loans to customers aceo rding

to the agreement 30-Jun-25 30-Jun-24
Birr Birr

Current and less than 90 days overdue 4.639

90 10 180 days overdue 14,484

180 1o 363 days overdue
above 365 days overdue

Balance at the end of (he year 19,123 =
Less : allowance for impairment losses : -
Balance at the end of the year 19,123 =
Loan to customers are collateralized by: 30-Jun-25 30-Jun-24
Birr Birr
Building 90,500,000
Vehicle 27.000,000
Cash 3,727,100
121,227,100 =

R e

Reconcillations of loans to customers according to the agreement and interest rate:
30-Jun-25 30-Jun-24

Birr Birr
Originated loans to customers according o the agreement 30,680,187
Accrued interest according to the agreement 977,623
Gross loans Lo customers according to the agreement 31 .ﬁﬂéﬂl 2 =
Gross loans to customers 30,680,187 -
Less: allowance for impairment losses (19.123)
Net loans to customers 30,661,064 -

Breakdown of current and noncurrent portions can be presented
30-Jun-25 30-Jun-24

Birr’' Birr'
Current portion 19,639,973
MNoncurrent portion 12,017,839
Total loan and advances 31,657,812 -

I6 Tnvestment




MEBA Micro Finanep

Institution 8.
Notes 1o lye Finaneial Stlements
For the year ended June 30,2025
(in Ethiopia Birr ) ‘
17 Other aveers ang

prepavinents
Other assels s

430 June 2025 ang 2024 can be presented as follows:

30-Jun-25 30-Jun-24
Non Financial Asseqs = i
Interest receivahle 19839
Share Recivable Receivable 10,125 10,125
Other Recivable 220,087
i Prepaid Rent 443.020 428,358
Inventory 133.344
g Prepaid Telephon & Gmail Package 16,583
[ Deposit Insurance 30.000
Office Guarante 216,086
Prepaid Printing Material 33.730 -
Grass amount 022,767 667,570
Total other asset ang Prepayment = 922,767 667.570
Breakdown of current and Noncurrent portions can be presented
30-Jun-25 30-Jun-24
Birr' Birr’
Maturity analysis
Current portion 767.281 555,084
Noncurrent portion 155,486 112,486
Total other asset and Prepayment 922,767 667,570

Impairment allowance on other as5CLs

A reconcilintion of the
Balance ot the beginning of the year
(Reversal)eharge for the vear

Bulance at the end of the Year

allowance for impairment losses for other assets is as follows:

Impairment allowance for the years ended
presented as follows:

Ji-Jun-25

30 June 2025 and 30 June 2024 can he

A0-Jun-24

Birr'
Specitic Impairment - Bank deposit

Specitic Impairment - other asset
Total specific Impairmem

Birr'

I8 Inventory

A breakdown of the items included within iny entory s a5 follows:

30-Jun-28 = 30-Jyun-24

AW W R S SR em = e

rae tenl Bire'— AN By
i it 14 S W, o
Printing materials T iaae "-'hf:‘ 93,3535 _,_‘\3\
Stationary 31.'-1:&9- 1 o A B
Total Inventon 133344 = 3
e n
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MEBA Micro Finance Institution S.C
Notes to the Financial sta tements

For the year ended 30 June 2025
(in Ethiopia Birr)

20 Savings
30-Jun-2025 30-Jun-2024
Birr Birr
Security and Compulsory Saving 4,117,488
Individual Voluntary Saving 1,697,365
Women Saving 5,522,210
Child & Youth Saving (MINOR) 59 139,649
Organizational Saving 393,926
Interest Free Saving 12,250
Elders Saving 212,663
Special Purpose Saving 2,206,893
Fixed Time Deposil 13,131,100
Total other liabilities 27,433,544 =

——————

Breakdown of borrowings by current and noncurrent portions
can be presented

30-Jun-2025  30-Jun-2024

Birr Birr
Current portion 4,153,429
Noncurrent portion 23,280,115
Total Deposit 27,433,544 e

21 Borrowings
Bank Term Loans
For Operational purpose
Start Date 30/06/2025
Maturity Date 29/06/2027
Prepayment Schedul Quarterly

Interest Rate 14.5%
Collateral Asset -Cash collateral

- 1.'" l"r H!'

20:1un2005_30-Jun-2024
Birf, a0 s Birr

B =Yy
Borrowing ,;‘:}"““ REES (17 ¢\ 10,000,00 -:\
i 5 hpeba * | i A\ o
Interest payable o 4 M onia / Q;- I e ﬂ_ﬂ:‘,‘ ﬂ-\
Acerud imerest o s ) - afl )R]
Total borrowings :{"“”f:;:':‘_‘-“ﬁ;;',c.m 710,000,000~ /

ST Ard noncurrent \jihn\}_ﬁme’ﬁfﬂﬁfﬂ[ﬂd
30-Jun-202572 305 Tun-2024

Breakdown of borrowings by

Birr Birr
Current portion 4,200,000
Noncurrent portion 5,800,000
Total borrowings 10,000,000 -
——— —
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MEBA Micro Finance Institution S.C
Notes to the Financial statements
For the year ended 30 June 2025
(in Ethiopia Birr )
22 Other liabilities

30-Jun-2025  30-Jun-2024

Birr Birr
Death Insurance premium 745,420
Accrued Leave Payable 157,212
Other Account Payables 290,164
Other Current Liablities 9,350
Tax Payable 231,252 151,606
Accrued interest 606,901
Unknown Payable 285,884
Other Acerued Payable 141,105 1,840,444

2,467,287 1.992,050

23 Share Capital
Authorised:
34,388 Ordinary shares of 500 Birr each
Issued and fully paid:

FY-2025; 34388 and FY 2024; 22929
Ordinary shares of 500 Birr each (17,194,000

as of 30 June 2025) 17,194,000 11,464,500
24 Earnings Per Share

Earnings per share for the year is computed by dividing the operating profit
before legal reserves by the average number of shares outstanding during the

year,
30-Jun-2025  30-Jun-2024
Birr Birr
Profit for the year (5.036,195)
Weighted average share valug” |, Mene Mt Ng.628.509
Earning per share [ atexst = AT B N3y 430

Addla Ababa rd"_':‘t
| Ethiopla 1
B " by H 1
25 Retained Earnings \ %:;T_qcuiw e o
= ¥ ! Crages - L el g
Total retained earning as at 30"iex ﬁﬁﬁtﬁ \

gfye e 2024 is as follows:
=~ 30-Jun-2025  30-Jun-2024

Birr Birr
At the begning of the year (1,311,669)  (1,026,950)
Profit for the year e (5.036,195) (284.719)
At the end of the year

17.864) (1,311,669

%
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MEBA
Notes t

Micrg Finance Institution S.C

0 the Fin ancial statements

For the Year ended 30 Jyne 2025
(in Ethiopia Birr)

26

27

28

Taxation charge

According 1o (he N iero Finance Proclamation No. 626/2009 Article 23, a

micro finance (o lully ploughs back the profit 1o the business activity is
EXempt from profit tay by WWthe company distributes the profit to shareholders
it shall Py profit tax ag any Business entity.,

Ilcgulatm'_\' risk Reserve

Toral regulatory risk Feserve as at 30 June 2025 and 30 June 2024 is as follows:

30-Jun-2025  30-Jun-2024

Birr Birr
At the begning af the vear

SUspende nlerest remsiarea

Al the end of the year

Regulatory risk FESCIVE represent amount transfered [rom retained earnings lo

comply with the Natioan] Bank of Ethiopia requirment regarding interest

computed on yop performing loan and provisions in excess of Intermational
Financial Reporiin 2 Standard requirment.

30-Jun-2025  30-Jun-2024
Birr Birr

Notes to the statement of cashflows
a) Cash used in operations

Reconciliation of profit before incame lax to (5,036,195)

(1.161,205)
Profit before tax ~ -
Adjustments for non-cash items: = -
Depreciation of property and eguipment 220,372 11,191
Changes in operating assets and liabilities:
-Decrease/ (Increase) in loans and advances - 3,725,783
-Decrease/ (Increase) in loans and advances (30.661.064) -
-Decrease/ (Increase) in other assels (255,198) (657,443
-Increase/ (Decrease) in customer's deposit 27,433,544 =
-Increase/ (Decrease) in other liabilities 475,237 859 401

(7.823.303) ~ 4.777.739
————

h 30-Jun-2025 30-Jun-2024
Birr Birr

/ x X el
[, dis Aba
x ! ﬁdgmlﬂplﬂ
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b) Cash and cash ed
Cash in hand




MEBA Micro Finance Institution 8.C
Notes to the Financial statements
For the year ended 30 June 2025
(in Ethiopia Birr )
Following table details outstanding borrowings as at 30 June 2023 and 30 June

30-Jun-2025  30-Jun-2024
Loan account Birr Birr

Long term Borrowing - Commercial 10,000,000
Interest payable =

10,000,000 =

Severance pay . o d lor
AVFS recognized severance payement plan for its employees who have serve

5 years und above and are below the retirement age (ie. _hﬂs s Tmﬂ mL:
requirement to access the pension fund). The final pay-out is detert:nlnﬂd ~h}.
reference to current benefit's level (monthly salary) and number of years in service
and is calculated as 1 menth salary for the first year in employment plus 1/3 of

s . aximum of 12
monthly salary for each subsequent years in employment 10 a maxim
months final monthly salary,
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Notes to the Financigl statements

For the year ended 30 June 2025
( in Ethiopia Birr )

29 Related party transactions
A nomber il ransactions wing

. : = fare
; entereg o with relaten PHACTES In the NOFMEal course (1 DUSIness. 1 Nese
disclosed below:

a Transuctions wigly relaty

'l partios
There are no staff 1o

ons and advances d ishursed 1o key management members and outstanding for the years
ended June 30,2025 a4 2024, i

b Key manapement compensation

a) Parties that direetly or indirectly
comman control with the ﬂnmpan‘;.'
The Organisation tha giv
COmpany,

through one or more intermediaries: control or are controlled by i ”n#r
this includes parents subsidiaries and fellow subsidiaries: I?:n'e an mterest in
es then significant influence over The Organisation; and that have joint control over the

b} Members ol key management personne] of the company or its parent;

¢) Close members of (e family of any individuals referred toin a or b;

d) Parties that are entjrjes comtralled jointly controlled ar significantly influenced by or for which significant
vating POWwer in such entity resides with directly or indirectly any individual referred to in ¢ or b; . .
In considering eacly Possible related party relationship attention is directed to the substance of the relationship

and not merely the legal form Details of transactions between The Organisation and other refated parties are
disclosed helow

Related party balances and transactions as and for the year ended 30 June 2025
Board I
Key mamangment personne
2024 Directors B .
Borrowing N
Customers depasit : »
Interest expense - -
Transpon allowance 4 11,000
Salaries and other employee benefits . 390,000
2025 Board Directors Key mamangment personnel
Borrowing 2 =
Customers deposit 537,045 :
Interest expense 13,103 -
Transpon allowance - 26,400
Sularies  and other
cmployee henefits - 936,000

3 Events after reporting period
In the opinion of the Mangement, there were no events in MEBA MFI as at 30 June 2025 on the profit for the
period ended on that date. which have not been ddequatshopremiteddy or disclosed.
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MEBA Micro Finanee Institution S,¢

Notes 1o the Finaneia) statements

For the year ended June 30,2025
( in Ethiopia Birr )

“31 Financial risk managemeni
Introduelion
Asa .riqmm?ml |:15l|llflim] The Organisation is exposed to risks that arise from its use of financial insiruments This note
dcscrﬂfus Ihe Drgalmsr:mnn‘s objectives policies and processes fof managing those risks and the methods used to measure
them I-unhﬂ; qiltlr‘_llmlh'e infurmation in respect of these risks is presented throughout these financial statements Financial
assets and financial liabiljges i 1 i

that are liquid or have 4 s Ty silih o
i i ! ' is assumed that the carrying ar
appreximaie to their fair vajye, ave a short term maturity it

H‘.:skIIS |r:'1!'|Eri‘:n]l::I In the [nISIiIut_iDn'a activities, but js managed through a process of ongoing identification, measurement and
momtoring, SurJE':f 10 risk limits and other controls. This process of risk management is critical to the Institwtions’s
cnmmul_nt.g, Ip_rr:r 1!."fb|luly and each individuaj within the Institution is accountable for the risk exposures relating o his or her
responsibilities. The Instipy inn

15 exposed (o credit risk, liquidity risk,market risk and various operating risks.
Risk management structure

Risk HIANAREMENL 15 one component of all core processes of the Institution, In jts day-to-day activities the indstitution is
exposed to various types of financial risks, the mest important of which are credit risk, liguidity risk. interest rate risk and
operational risk.

The Isntituion's risk managemen;

_ and contral is based on the
* The board of Directors approve

following key principles: .
] s the risk management policies of the Institution and ensures their implementation.
[ e management is responsible for implementing the policies in a manner that limits risks assoeiated with each risk
exposure,

» Appropriale and effective internal control exists 1o safeguard assets and to ensure compliance with relevant laws,
regulations and institutional policies.

* The risk management and monilering is supported by a marnngement information system that supplies timely and

consolidated reports on the financial conditions, operating performance and risk ex pasure of the [nsatitution.
The Independent Risk Management and Compliance function is established to review compliance with the approved risk
management policies and various risk related committees are established which are responsible for the implementation of
the risk manapement policies,

The management has overall reg
pelicies and whilst retaining ult
processes that ensure

ponsibility for the determination of The Organisation’s risk management abjectives and
imate responsibility for them it has delegated the authorily for designing and operating
the elfective implementation of the objectives and policies to the organisations finance function.

The overall objective of the manapement is w set palices that seek 1o reduce risks as far as possible without unduly
affecting The Organisation's competitiveness and [lexibility Further details regarding these policies are set out balow
Through its operations The Organisation is exposed 1o the following financial risks:

* Credit risk

* Liquidity risk

* Marke! risk

* [nlerest rate risk
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MEBA Micro Finance Institution S.c

Notes (o the Financial state

menls

For the year ended June 30,2025
( in Ethiopia Birr )

environmenteredit

[Lisk imeasurcinent ang TEPOrling systems
The Institution's risks are ne
circumstances and unexpe
models make use of proba

asured using a
cled losses, which ar
bilities derpy

method that refects both the expecied loss likely TD_MESE R Anemal
& an estimate of the ultimate actua! loss based on statistical models. The

ed from historical experience, adjusted to reflect the economic environment.
Risk mitigation

Risk contrals and mitiganis, identified
systems. The Institution yses risk 10le
cconamic sector, by credit producy
Micrelinance Instittions should o
As part of the eredit risk mig

and approved for the Institntion, are documented lor existing and new processes and

rance limit as a risk limit control, This risk tolerance limit composed of risk limit by
and by maturity. There alsa Timitations imposed by the regulatory ergan which all

mply,

gation which s 1he main identified financial risk of the Intstitution, an appropriate risk

i Co olicies and procedures yre established. In addition, there is portfolio management, appropriate credit
administration and momioring and loan reyviey function

The other eredil risk mitig

ation medsures is obtaining suflicient collateral securities and guarantees for certain loan
products as the second way

DUt in case of defaulr,
Fmanm?l mstruments by category

The Institution's financial assets yre classified
receivables and the financia| liabilities are clag

Financial instruments are classif

into the following measurement categories: available-for-sale and loans and
sified into other liabilities at amortised cost.
ed in the statement of financial pasition in aceordance with their legal form and substance,

30-June-2024 FvDcCi Amortized Cost Total
Cash and cash equivalents 9,692,596 9,692,596
Loans and advances 1o customers {Met) i
Other nssets and prepayments 667,570 667,570
Investment in securiiies: - -
Financial assels at fair value through OCI 5 .
Tolal Financila asset - 10,360,166 10,360,166

30-June-2028 Fvac] Amortized Cost Total
Cash and cash cquivalents 16,901,806 16.901.806
Loans and advances 1o customers (Net) 30,661,064 30661064
Oher assets and prepayments 922.767 913 767
Investment in securities; 5 i
Financial pssets at fair value through OCL = F -
Total Financila assat - g 48,485,637 -13,-135,63'."_
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MEBA Micro Finance Institution S.C
Notes to the Financial statements

For the year ended June 30,2025
(in Ethiopia Birr )

Credil risk

Credit risk is the probabilify ; : i ith &

terms and ;-.;md“igns i EI that coumterparty of the Institution will nol meet its ohligations in nccordance with agreed

e s et '€ may lead 10 financial loss, The Institution is exposed to credit risk due to activities such as
g and loan commitments arising from lending activilies.

Management of eredit risk

l:p?;ifl:;'ni:r;;‘;;s; ‘;EJT:? m:'ld receivables 1ﬂl "-'Etlriuus counlerparties, the Institution considers l.hc chnm_ct-cjr. kMd.

A Y- ) I-w:-r Tﬂ.mmcuml obligations, curren! exposures to the mun[er party/obligor and 51:- | ely

value ol collateral and L1'l|1|:r1 In'__‘ he ':f‘-‘l““l‘rﬂ;_m'.'-ffnhligm: mndl the likely recovery ralio in case u_l‘ dei:nuh nhl:gatlun?-

Fepayment capacity throug| I_""‘f"“_““f- The Instiwion’s policy is to lend principally on the basis ol the cuslomer’s
: . ] Bl vanous evaluation, owever as much 0s possible the institution ensure that the loans are

backed by collateral 10 reflect the risk of the obligors and the nature of the Facility.

i Probability of Default
This is the probability that an ablj

20r Or counterparty will d i i lly one year. This can be
oill 2 wi i ind, usually o
Sl R i rparty efoult over a given period, Y ¥

basis or collectively de pending on availability of historical data.
b Loss Given Defanlg

Loss Glf-'cn Default is deﬁm.:d 4s the partion of the loan determined to be irrecoverable at the time of loan default (1 -
recovery rate). Our methods for estimating LGD includes bath quantitative and qualitative factors.
¢ Exposure at Delault

This rupr:‘_;j:['lls .the amount that is outstanding at the point of default. hs estimation includes the drawn amount and
expected utilisation of the undrawn commitment at defaull.

Maximum exposure 10 credit risk before collateral held or credit enhancements

The mslufmmns maximm exposure lo credit risk a1 30 June 2025 and 30 June 2024 is represented by the net carrying
amounts in the statement of financial position.

30-Jun-25 30-Jun-24
Cash and cash equivalents : 16,901,806 9,692,596
Loans and advances 1o customers (Net) 30,661,064 -
Onber assets and prepayments 022,747 667,570
Investment in securities: : -
Financial assels at
amortized cost = =
Financial assels at fair
value throwsh OCI - -
Tatal Finaneila asset 4% 485 637 10,360,166
Credit risk exposures relating to off balance sheets 3
Loan Commitment 5 =
Total off balance sheet exposure 5 N
Total maximum exposure e 48,485,637 10,360,166
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MEBA Micro Finance Institution 8.C
Notes to the Financial statements

For the year ended June 30,2025
(in Ethiopia Birr )

——

Credit quality analysis

The following table sets ou information about the erediy quality of financial assets measured at amortised cost. FVOCI deby
invesiments. Unlesg specifically indicated, for

financial assets, the amounts in the table represent gross carrying amounts.

Stage | Stage 2 -

Credit risk exposure 12 Month urnL::m-.- Stage -:: - Total 30-Jun-24
ife t
FCL ECL Life time
SWEE 1= F“SS 4,’&]9 4‘.63@
Stage 2 - Special mention 14.484 14,484
Stage 3 - Non performing ; :
Total gross exposure 4,639 14,484 . 19,123 *
Loss allowance -
Net Carrying amount 4,639 14,484 . 19,123
Amounts arising from

i) inputs, assumptions and techniques used for estimating impairement
it) Significant increase in credit risk

When determining whether the risk of default on o fi
the Institution considers reasonable mnd supportable
This includes both quantitative and gualitative infor
expen credit assessiment and including forward-loo

nancinl instrument has incrensed significantly since initial recognition,
information that is relevant and available withoul undue caﬂ‘ur effon,
mation and analysis, based on the Institution’s historical experience and
king information,

The objective of the nssessment is 10 identifs ¥ whether a significant increase in credit risk has occurred for an exposure by
comparing:

* the remaining lifetime probability of default (PD)

* the remaining lifetime PD for this point in time that was estimated al the time of initial recognition g
(adjusted where relevant for changes in prepayment expectalions),

* the Institution uses three criteria for determining whether there has been a significant increase
* quantitative test based on movement in PD:
* qualitative indicators: and

* @ backstop of 30 days past due,

as ol the reporting date; with

iii) Generating the term structure of PD

= e
\3‘4._[““__ s

Credit risk grades are a primary input into the determination of the term structure of PD for ey
collects performance and default information about its credit risk expasures analyzed by type of product and borrower. The
Institution employs statistical models to analyse the data

collected and enerate estimates of the remaining lifetime PD of
exposures and how these are expected to change a5 a result of the passupe of time.

posures—The Institution
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MEBA Micro Finance Institution S.C
Notes to the Financial statements

For the year ended June 30,2025

(in Ethiopia Birr)

iv) Determining whether credit risk has increased significantly

The Institution assesses whether credit risk hns increased significantly since initial recognition at SR IRfOr ?2::1
Determining whether an increase in credit risk is significant depends on the characteristics of he financial Instrumen

the barrower, i factors
The credit risk may also be deemed 10 have increased significantly since initial reconition based on .?u;?hm[ve lrmi
linked to the Institution's credit risk management processes that may not otherwise be fully "'n.m-e oy quTn m::;:
analysis on n timely basis. This will be the case for exposures that meet cerlain heightened risk ;nur.n . BN RE

on a watch list. Such qualitative factors are based on its expert judgment and relevant historical expenences.

The credit risk may also be deemed 1o have Incrensed significantly since initial recognition based on 'E'":fhmlw ﬁmoﬁ
linked 10 the Institution’s credit risk management processes that may not othenwise be fully mf?m_td ks S
analysis on a timely basis. This will be the case for exposures that meet certain heightened risk criteria, such as placement
on a wateh list. Such qualitative factors are based on its expert judgment and relevant historical experiences.

As a backstop. the Institution considers that a significant increase in credit risk occurs no later than_ when an asset is more
than 30 days past due, Days past due are determined by counting the number of days since the earliest clapsed S e

respect of which full payment has not been received. Due dates are determined without considering any grace period that
might be available 1o the borrower,

If there is evidence that there is no longer a significant increase in credit risk relative to initial recognition, then the loss
allowance on an instrument returns to being measured as 12-month ECL. Some qualitative indicators of an increase in
credit risk, such as delinquency or forbearance, may be indicative of an increased risk of default that persists afier the
indicator itself has ceased 10 exist. In these cases. the Institution determines a probation period during which the financial
asset is required (o demonstrate good behaviour 1o provide evidence that its cradit risk has declined sufficiently. When
contractual terms of o loan have been modified, evidence that the criterin for recognising lifetime ECL are no longer met
includes a history of up-to-date payment performance against the modified contraciual 1erms,

The Institution monitors the effectivences of the criterin used to identify significant increases in credit risk by regular
reviews Lo conlirm fhal:

= the criteria are capable of identifying significant increases in credit risk before an exposure is in default;

= the criteria do not align with the point in time when an asset becomes 30 days past due;

= the average time between the identification of a significant increase in credit risk and defaull appears reasanable;

* exposures are not generally wansferred directly from 12-month ECL measurement to credil- impaired; and

* there is no unwarranted volatility in loss allowance from transfers between 12-month PD (Stage 1) and lifetime PD
(Stage 2.

v) Definition of defaul

4
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MEBA Micro Finance Institution 8.C
Notes to the Financial statements

for the year ended June 30,2025
(in Ethiopia Birr )

The Institution considers a financial asset 1o be in default when: )

« the borrower is unlikely to pay its credit obligations to the Institution in full, without recourse by the Institution to actions
such as realising security (if any is held):

+ he borrower is more than 90 days past due on any material credit obligation to the Institution. .

+ il is becoming probable that the borrower will restructure the asset as  result of bankruptcy due 10 the bOrrower's
inability 1o pay its credit obligations,

In assessing whether a borrower is in default, the Institution considers indicators that are:

« qualitative: e.g. breaches of covenant; Lo

+ quantitative: £.¢. overdue status and non-payment on another obligation of the same issuer to the fnstitution; and

+ based on data developed internally and obtained from external sources. .

« Inputs into the assessment of whether 3 financial instrument is in default and their significance may vary over ime o
reflect changes in circumstances,

vi) Incorporation of forward-looking information

‘The Institution incorporates forward-looking information into both the assessment of whether the credit risk of an
instrument has increased significantly since its initial recognition and the measurement of ECL.

External information which includes economic data and forecasts, an external and independent mn!:mﬁ.!ﬂnmiﬂ date body
will be considered in the forard lookig information assesment, This is in addition (o industry-level, semi annual NPL trends
across statically comparable sectors.

The Inistitution has identified and documented key drivers of credit risk and credit losses foreach portfolio of qnnm‘-iﬂl
instruments and, using an analysis of historical data, has estimated relationships between macro-economic variables and
credit risk and credit losses,

vii) Measuremerit ol ECL

The key inputs into the mensurement of ECL are the term structure of the following variables:
probability of default (PD);
loss given defaull (LGDY); and
exposure at default (EAD),

ECL for exposures in Stage | is caleulated by multiplying the 12-month PD by LGD and EAD. Lifetime ECL is calculated
by multiplying the lifetime PD by LGD and EAD.

The methodology of estimating PDs is discussed above under the heading *Generating the term structure of PD',

LGD is the magnitude of the likely loss il there is a default. The Institution estimates LGD parameters based on the history
of recovery rates of claims against defaulted counterparties. The LGD models consider the structure. collateral, senjority of
the cloim, counterparty industry and recoverycosts of any collateral that is integral to the financiaka
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MEBA Micro Finance Institution S.C
Noles (o the Financial statements

For the year ended June 30,2025

(in Ethiopia Birr )

—

EAD represents the expected exposure in

the event of a default, The Institution derives the EAD from the current exposure
to the counterparty and polential changes to the eurrent amoun| allowed under the contract and arising from amortisation.
The EAD of a financial asset s its gross carrying amount at the time of default. For lending commitments, the EADS are
potential I‘ulu.rc amounts that may be drawn under the contract, which are estimated based on historical observationsand
forward-looking forecasts, For financial guarantees, the EAD represents the amount of the guaranteed exposure when the

financial guaranies he:w payable. For some financial assets, EAD is determined by modelling the range of possible
EXposUne OUlCOmEs al varioys Points in time using scenario and statistical technigues.

As described above, and subject to using a maximum of a 12-month PD for Stage | financial assets, the Bank measures
ECL considering the risk of default over the maximum contraciual period (including any borrower’s extension options)
over which it is exposed 1o credit risk, even if. for credit risk management purposes, the Bank considers a longer period.
Where modelling of a parameter is carried out on a collective basis, the financial instruments are grouped on the basis of
shared risk characteristics that include:

* instrument type:

+ credit risk grading;

* collateral type;

+ date of initial recognition;

* femaining term 1o maturity;

= industry; and

= geographic location of the barrower,

viii) Loss allowance
Statement of Prudential adjustments

Frovisions under prudential guidelines are determined using the time based provisioning prescribed by the National Bank
of Ethiopia (NBE) Directives. This is al variance with the forward looking mode! required by IFRS-9. As a result of the
differences in the methodology/provision, there will be variances in the impairments allowances required under the two
methodologies,

The proclamation ‘Financial Reporting Proclamation No.847/2014 stipulates that Banks would be required to make
provisions for loans as prescribed in the relevant IFRS Standarde when IFRS is adopted.

30-Jun-25 30-Jun-24
Total impairment based on I[FRS - {1.496,653)
Total impairment based on NBE Directives (4,813,403)
Variation 4,813,403 (1,496.653)

Credil Concentration

The Institution monitors concentrations of eredit risk by economic sector. An analysis of concentrations of eredit sk at 30
June 2025 and 30 June 2024,
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MEBA Micro Finanee Institution S.C
Notes to the Financial statements

For the year ended June 30,2025

(in Ethiopia Birr)

i

Mi=Jun-25 J0-Jun-24

Enterpeise Loan (SME) Organization 2105238 6.86%

Business Loans 9,350,556 10.51%
Consumer Loan (Employee

Loan) Individual 3,439,613 11.21%

Consumer Loan (Employes

Loan) Group 14,865,933 48.45%

Consumer Loan (non-

gmp{uygg} 190,3?& 0.95%

Housing/Constructiond:

Renovation Loan 619472 2.02%

30,680,187  100.00% = 0.00%
Nature of security in respect of loans and advances 1o customers
30-Jun-25 Building __ Vehicle Share Cash Total

Enterprise Loan (SME) 7 5,770,000
Oreanization 5,500,000 270,000

Business Loans 76,500,000 27,000,000 - 1,153.300 104.653.300

2,920,400

Consumer Loan (Employee  2:300,000 - - 420,400

Consumer Loan (Employee : 5 2 1.773.400 1,773,400
Consumer Loan (non-emplo - - - 40,000 40.000
Housing/Constructiond: Rer 6,000,000 - 70,000 6,070,000

30-Jun-24 Building Vehicle Share Cash Total

Enterprise Loan {SME)

Organization

Enterprise Loan (SME)

Organization

Consumer Loan (Employee
Loan) Individual

Consumer Loan {(Employee
Loan) Group

Consumer Loan (non-
employee)
Housing/Construction&
Renovation Loan

Stall Loan B &
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MEDBA Micro Finance Institution S,C
Notes to the Financial statements

For the year ended June 30,2025

(in Ethiopia Birr )

—

MARKET RISK

Market risk is the risk that the fair value of a financial instrament will decrease because of changes in market factors
Market rish arises from The Organisation™s use of inferest bearing and foreign currency ﬁnantinl.mslm!nems It is the risk
thatt the Fair value or fiture eash Nows of a financial instrument will Muctuate because of changes in foreign exchange rates
currency risk and interest rates interest rate risk, )

The institution dose not ordinarly engage in trading activities as there are no active markeis in Ethiopia.

INTEREST RATE RISK

Interest rate risk arises from potential changes in market interest rates that can adversely affect the fair values of the

financial assels and liabilities of The Organisation This risk can arise from maturity mismatches of assets and liabilities as
well as from the repricing characteristics of such asseis and liabilities.

The table below summarises The Organisation's exposure 1o interest rate risks The mble presents the aggregated amounts

of The Organisation’s interest bearing financial assets and interest bearing financial liabilities at carrying amounts as at 30
June 2025 and 30 June 2024,

Interest
variable 30-Jun-25 _30-Jun-24
Assel
Cash and balances with ban| Fixed 16.901.806 0,692,596
Lo d ad
Invesiment securities i
Fixed £ .
Total inlerest bearing 9692, 596
Mnancial assets ok =
Liablities
Depasits
posils from customers Fixed 27.433.544 ~
B ;
mﬂ'ﬁ‘ﬂngs Fimd 1 u*mu.ﬂm -
Total interest bearing
[inoncial linbilities 37.433,544 -
Net interest sensitivity gap 10,129,326 9.692.5%9

The information abowt maturities of interest bearing financial assets and interest bearing financial liabilities is given in
liguidity risk quantitative disclosures.
The Orgonisation's all interest bearing assets and labilities are

at fixed interest rates therefore market interest rate
Muetuations do not affect the organisation's income or eXPEnses.
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MEBA Micro Finance Institution S.C
Content

For the year ended January 31,2026

Statement of directors’ responsibilities

thiopia

amation No. 626/2009, the National Bank of E

Procl
e with international financial

In accordance with Microfinance Business
(NBE) may direct Microfinance to prepare financial state

Reporting standards, whether their designation changes or they

ments in accordanc
are replaced, from time to time.

paration and fair presentation of these financial statements in
and in the manner required by the

s necessary
due to

The Managment is responsible for the pre

conformity with accounting principles generally accepted in Ethiopia
Commercial Code of Ethiopia of 2013, and for such internal control as management determines i
e from material misstatement, whether

to enable the preparation of financial statements that are fre
re necessary to:

fraud or error. The Microfinance is required to keep such records as a

a)  exhibit clearly and correctly the state of its affairs;

b)  explain its transactions and financial position; and

enable the National Bank to determine whether Microfinance had complied with the provisions of the
n the

Microfinance Business Proclamation and regulations and directives issued for the implementatio

aforementioned Proclamation.

<)

which have been prepared using
d estimates, in conformity

The Mangement accepts responsibility for the annual financial statements,
ial code of

appropriate accounting policies supported by reasonable and prudent judgements an
with International Financial Reporting Standards, Microfinance Business Proclamation, Commerct

2013 and the relevant Directives issued by the National Bank of Ethiopia.

s give a true and fair view of the state of the

angement further accept responsibility for the

The Mangement has an opinion that the financial statement
atements, as well

financial affairs of the company and of its profit or loss. The M
maintenance of accounting records that may be relied upon in the preparation of financial st

as adequate systems of internal financial control.

Nothing has come to the attention of the Mangement to indicate that the company will not remain a going
concern for at least twelve months from the date of this statement.

Signed on bchalf :

Gtenel H j Azeb M.IL]O
Chairp 1, Board Ch.urpcrson ] Chief Executive Officer
Date: \4 M[n «) o Date: Ob \ 3 \ 200 b
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AUDITORS’ REPORT TO THE
SF{.AREHOI_DERS OF MEBA MICROFINANCE INSTITUTION S.C.
ON THE ACCOUNTS OF MEBA MICROFINANCE INSTITUTION S.C.

OPINION

We‘ have audited the accompanying financial statements of Meba Microfinance
Institution S.C. which comprise statement financial position as at January 31, 2026, and
the gatement of profit or loss and other comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies and other explanatory
information.

In our opinion, the accompanying financial statements present fairly, in all material
terms, the financial position of the Company as of January 31, 2026, and its financial
performance and its cash flow for the year then ended in accordance with International
Financial Reporting Standards (IFRSs).

BASIS FOR OPINION
We conducted our audit in accordance with International Standards on Auditing (ISA).

Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the ethical requirements that are
relevant to our audit of the financial statements, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our

opinion.

RESPONSIBILITY OF MANAGEMENT'S AND THOSE CHARGED WITH
GOVERNANCE FOR THE FINANCIAL STATEMENTS

Management of the Company is responsible for the preparation and fair presentation of
the financial statements in accordance with IFRSs and for such internal control as
management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.
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In preparing the financial statements, managetietit i tesfionaiide fi A HL.U
Company's ability to continue as a going concerit, t“s‘thmi“ﬁ, 4k y:rM?! yh{‘») matiers
related to going concern and using the going coneett basla GF gictniniing ,,v}/g‘iui;s
Mmanagement either intends to liquidate the Company Gt o ceabe Gperalitins, OF nes 1o
realistic alternative but to do s0.

Those charged with governance are vesponsible for oversesiii e Company’s finendial
reporting process.

AUDITORS’ RESPONSIBILITIES VFOR UMl AUDIT OF THE FINANCIAL
STATEMENTS I

Our objectives are to obtain reasonable assurance about whether the financial statements
are free from material misstatement, whether due (o fraud or error, and o jssue 2n
auditor’s report that includes our opinion,

Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if,
individually orin aggregate, thev could reasonably be expected to influence the economic
decisions of users taken based on these financial statements.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

We have no comments to make on the reports of the Board of Directors of the company
so far as it related to these financial statements and pursuant to Article 349/1 of the
commercial code of Ethiopia 2021 and we recommend pursuant to article 349/2 approval

of the financial statements. PR gy
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MEBA Micro Finance Institution S.C
For the year ended January 31,2026

Statement of profit or loss and other comprehensive income
Content

31-Jan-2025 30-Jun-2025
Notes Birr Birr
Interest income 5 10,752,535 3,712,528
Interest expense 6 (3.731.199) (1,073.652)
Net interest income 7,021,336 2,638,876
Net fees and commission income 7 1,327,841 1,202,990
Other operating income 8 224,704 60.154
Total operating income 8,573,880 3,902,020
Less: Loan impairment charge 9 (875.,764) (19.123)
Net operating income 7,698,116 3,882,897
Salary and Other Employee Benefits 10 4,307,250 5,499,449
Annual Leave Expense 30,012 157,212
General and administrative expenses 1 2,806,522 3,042,058
DePY?ClaYiOH on property. plant and equipment 12 173,468 220,372
Impairment on other assets and Bank Deposit 13 =
7,317,252 8,919,091
Profit before tax 380,864 (5,036,194)
Income tax expense - -
Profit after tax 380,864 (5,036,194)
Other comprehensive income (OCI) net on income tax
Remeasurement gain / (loss) - =
Remeasurement gain/(loss) on retirement
Deferred tax (liability)/asset on
Total comprehensive income for the period 380,864 (5,036,194)

The financial statements on pages 2, 5 to 8 were approved and authorised for issuc by the board of directors on and were signed

on its behalf by:

Gtenet Haile —----——f-£3 4
J A :
Chairperson, Boar Mrperson

Date: MM\/ ,b ,Qﬁ ‘LB

The notes on pages 6 to 21 arc an integral part of these financial statements.
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MEBA Micro Finance Institution S.C
For the year ended January 31,2026
Statement of financial position

Content
J1-Jan-2026 30-Jun-2025
<l Notes Birr Birr
ASSETS
g Current Assets
Cash and balances with banks 14 10,650,544 16.901.806
<l Loans and receivables 15 55.708.993 30.661,064
’ Other Assets & Prepayments 17 4.984.151 922.767
71,343,688 48.485.637
] Non-Current Assets
: Investment 16 = -
' Property, plant and equipment 19 3.184.768 2.261.996
3.184.768 2.261.996
Total Assets 74.528.456 50,747.633
' LIABILITIES
Current Liabilities
Security and Compulsory Saving 20 8.600,195 4.117.489
l Voluntary and Individual Savings 20 38.539.285 23,316,057
Accrued Interest on Customer Deposit 20 120,833
Other Payable 4,395.464 2.467.287
51,655,778 29,900,832
Non-Current Liabilities
Bank loan 21 11.645,012 10.000,000
Employee benefit (Severance) - -
Grants - =
Deferred Service Charge - -
11.645.012 10.000.000
Total liabilities 63,300,789 39,900,832
EQUITY
Paid-up Capital 23 17.194,000 17,194,000
Donated Equity - .
Legal reserve 665 665
General reserve B i
Share Premium ' -
Retained earnings (5.967.000) (6.347.864)
IFRS Adjustment Reserve - -
Total equity 11.227.665 10.846.801
Total equity and liabilities \ 74,528,456 50,747,633
4 0) 0)
Gtenet Haile A Azeb Mamo -—--—Q',[t\}--——-
Chairperson, Boar: irperspn , Chief EXCCUT\‘G Ofglcel'
Date: 11 \/3 A\ R S Date: 061 03.. 290k

The notes on pages 6 10 21 are an integral part of these financial statements.
The financial statements on pages 6 to 9 were approved and authorised for issue by the board of directors on and were signed on

its behalf by:
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MEBA Micro Finance Institution S.C
For the year ended January 31,2026

Content
Statement of cash flows
31-Jan-2026 30-Jun-2025
Note Birr Birr

Cash flows from operating activities 28 (6.800,034) (7,823.303)
Adjustments for non-cash items:

Purchase of property, plant and equipment 19 (1,096,240) (696,987)
Purchase of Equity Investments 0 . s
Net cash (outflow)inflow from inveting activities (1,096,240) (ovcts)
Changes in working capital:

Cash flows from financing activitics

Proceeds (Settlements) for Loan 1,645,012 g
Issuance Of Shares ST
Net cash (outflow)/inflow from financing activities 1,645,012 15,729,500
Net increase/(decrease) in cash and cash equivalents (6,251,262) 7,209,210
Cash and cash equivalents at the beginning of the year 16,901,806 2,692,598
Cash and cash equivalents at the end of the
vear 28 10,650,544 16,901,806

The financial statements on pages 6 to 9 were approved and authorised for issue by the board of directors
ed an its behalf by:

ey

on and were7sig

GteneLHdile | ©
Chairpersgon, Board Chairperson Chlef Exec Officer
Date: & |3 ’LL‘L{)

Date: % N \rorb
The notes on pages 6 to 21 are an integral part of these financial statements.
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MERBA MICRO FINANCE INSTETUTION SHARE COMPANY NOTES TO TIE VINANCIAL
STATEMENTS

FORCHEYEAR END 30, JANUARY 2020
Currencyi tialhloplon ey

1 General information

Meba Mictofinance Tnstitation Shiare Company his been under formation since October 28, 202110 be
repistered as non-banking tinancial institution na per the Microfinanee Business Proclamation 62612009 und
the requirement set by Nationnl Bank of Ethiopin, Currently, the bank has a paid up capital of 17,991,000

11 Statement of compliance

These financial statements are prepared i necordance with International Financial Keporting Standards
e ' ‘ ! \d )

(I'RS) as issued by the International Accounting Standards Board (IAS1).

Ihe Company is principally enpaped in the provision of diverse range of financial products and services to

low income and poor target clients,

[ ]

N, v oy . e . )
Summary of significant accounting policies

2.1 Introduction to summary of significant accounting policies
T‘hc prncipal accounting policies applicd in the preparation of these financial statements are set out below
These policies have been consistently applied to all the years presented, unless otherwise stated.

22 Basis of preparation
The financial statements for the period ended January 31, 2026 have been prepared in accordance with

International Financial Reporting Standards (“IFRS™) as issued by the International Accounting Standards
Board (“IASB™). Additional information required by national regulations is included where appropriate.

The financial statements comprise the statement of profit or loss and other comprehensive income, the
statement of financial position, the statement of changes in cquity, the statement of cash flows and the notes

to the financial statements.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires the management to exercise its judgment in the process of applying the
Company’s accounting policies. Changes in assumptions may have a significant impact on the financial
statements in the period the assumptions changed. The management belicves that the underlying assumptions
are appropriate and that the Company's financial statements therefore present the financial position and its

X
]
N
X
'
'
l
I
|
|

results fairly.
The financial statements have been prepared in accordance with the going concern principle under the
historical cost concept and fair value as laid out in the following scctions.

2.2.1  Going concern

The financial statements have been‘prepared on a going concern basis. The management has no doubt that

emain in :(lglgn\cE‘aQe_r{ 12 months. IR
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2.3 Foreign currency translation

a)  Functional and presentation currency,

“CH.IS included in the financial statements are measured using the currency of the primary economic
cnvironment in which the Company operates (‘the functional currency’). The functional currency and
presentation currency of the Company is the Ethiopian Birr (Birr).

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of foreign
eurrency transactions and from the translation at exchange rates of monetary assets and il fes denominiated
In currencies other than the Bank company’s functional currency are recognized in profit or loss within other
(loss) / income. Monetary items denominated in foreign currency are translated using the closing rate as at
the reporting date,

24 Recognition of income and expenses

The Company earns income from interest on loans given for domestic trade and services, building an‘d
construction, manufacturing, agriculture, personal loans etc. The interest income, which is under IFRS 9 is
calculated by applying the effective interest rate to the gross carrying amount of financial assets, except for:

.’ b) Transactions and balances

a. Purchased or Originated Credit Impaired financial assets, for which the original credit-adjusted
effective interest rate is applied to the amortized cost of the financial asset.

b. Financial assets that are not Purchased or Originated Credit Impaired but have subsequently t?ecome
credit-impaired (or 'stage 3"), for which interest revenue is calculated by applying the effective interest
rate to their amortized cost (i.e. net of the expected credit loss provision)

In addition, the institution earns fees and commission income, investment income and other income. These
incomes are under the scope of IFRS 15. These incomes are recognized at a point in time when the institution

is entitled for the transfer of services.

Fees and commission income and expenses that are integral to the effective interest rate ona financial asset or
liability are included in the measurement of the effective interest rate. Other fees and commission income

are recognized as the related services are performed.

Other fees and commission expenses relate mainly to transaction and service fees are expensed as the

services are received.

Investment income is recognized when the Bank’s right to receive the payment is established, which is
generally when the shareholders approve and declare the dividend.
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2.5 Financial instruments -initial recognition and subsequent measurement
A ﬁ'nxu!ciul instrument is any contract that gives rise to a financial asset of onc entity and a financial liability or
cquity mstrument of another entity.
2.5.1  Financial assets
Recognition and DE recognition
Financial assets and tinancial liabilitics are recognized when the Company becomes a party to the:confacual

provisions of the financial instrument.

Financial assets are derecognized when the contractual rights to the cash flows from the financial asset
expire, or when the financial asset and substantially all the risks and rewards are transferred. A financial
liability is derecognized when it is extinguished, discharged, cancelled or expires.

Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a significant financing component and are measured at
the transaction price in accordance with IFRS 15, all financial assets are initially measured at fair value

adjusted for transaction costs (where applicable).

l:‘mancial assets, other than those designated and effective as hedging instruments, are classified into the
following categories:

* amortized cost
* fair value through profit or loss (FVTPL)
* fair value through other comprehensive income (FVOCI)

In the periods presented the Institution has financial assets categorized as
FVOCI. The classification is determined by both:

« the entity’s business model for managing the financial asset * the contractual cash flow characteristics

of the financial asset.

All income and expenses relating to financial assets that are recognized in profit or loss are presented within
finance costs, finance income or other financial items, except for impairment of loan receivables which is

presented as a separate line item.

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified into two categories:

a) Financial Assets at Amortized Cost

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial measurement, such financial assets are subsequently measured at
amortized cost using the effective interest rate (EIR) method, less impairment. Mortised cost is calculated by

EIR.
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. 3 i . 5 e Tln 5 ising from
Ihe EIR amortization is included in interest and similar income in income statement. The losses arising {ro

Impairment are recognized in income statement in loan impairment charge.

prise of Agriculture loans,

The Company’s cash and cash equivalents, loans and reccivables that com
and Other Loan

construction loans, Trade loans, Service Loans, Consumer loans, Asset Loan, StalT loans

and bonds.
Financial assets are measured at amortized cost if the asscts meet the following conditions (and arc not

designated as FVTPL):
\ | o . collect its
* They are held within a business model whose objective is (0 hold the financial assets and

contractual cash (lows

T " 5 : ; . sof
* The contractual terms of the financial assets give rise to cash flows that are solely payments 0

. principal and interest on the principal amount outstanding

b) Financial assets at fair value through profit or loss (FVTPL)
Financial assets that are held within a different business model other than *hold to collect” or ‘hold to collffct
odel financial

and sell” are categorized at fair value through profit and loss. Further, irrespective of business m ]
assets whose contractual cash flows are not solely payments of principal and interest are accounted or at
FVTPL. All derivative financial instruments fall into this category, except for those designated and effective

as hedging instruments, for which the hedge accounting requirements apply (see below).
| The category also contains an equity investment. The Company accounts for the investment at FVTPL and
did not make the irrevocable election to account for the any equity investment at fair value through other
comprehensive income (FVOCI). The fair value was determined in line with the requirements of IFRS 9,

which does not allow for measurement at cost.

Assets in this category are measured at fair value with gains or losses recognized in profit or loss. Th? fair
values of financial assets in this category are determined by reference to active market transactions Or using a
valuation technique where no active market exists.

The Company accounts for financial assets at F VOCI if the assets meet the following conditions:
« They are held under a business model whose objective it is “hold to collect” the associated cash flows
and sell and
« The contractual terms of the financial assets give rise to cash flows that are solely payments of principal

and interest on the principal amount outstanding.

Any gains or losses recognized in other comprehensive income (OCI) will be recycled upon DE recognition

of the asset.
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'Impairment of financial asscts

ation to recognize expected credit losses

IFRS 9°s impairment requircments use more forward-looking inform
tincluded loans and

~the ‘expected credit loss (ECL) model’. Instruments within the scope of this requiremen
other debt-type financial assets measured at amortized cost and FVOCI, trade reccivables, contract asscts
recognized and measured under IFRS 15 and loan commitments and some financial guarantec contracts (for

the issuer) that are not measured at fair value through profit or loss.

Recognition of credit losses is no longer dependent on the Company first identifying a credit loss cvc:nt.
Instead the Company considers a broader range of information when assessing credit risk and measuring
expected credit losses, including past events, current conditions, reasonable and supportable forccasts that
affect the expected collectability of the future cash {lows of the instrument.

In applying this forward-looking approach, a distinction is made between:

*  financial instruments that have not deteriorated significantly in credit quality since initial recognition

or that have low credit risk (‘Stage 1°) and
* TFinancial instruments that have deteriorated significantly in credit q
whose credit risk is not low (*Stage 2°).

e

uality since initial recognition and

‘Stage 3* would cover financial assets that have objective evidence of impairment at the reporting

date.

“12-month expected credit losses® are recognized for the first category while ‘lifetime expected credit losses

are recognized for the second category.

Measurement of the expected credit losses is determined by a probability-weighted estimate of credit losses

over the expected life of the financial instrument.

Refer to Note 4 for a detailed analysis of how the impairment requirements of IFRS 9 are applied.

Meba Micro finance Institute measures other financial assets such as staff and sundry debtors at amortized cost
method as pre the principles prescribed under IFRS 9. The other financial assets shall be presented in the
statement of financial position net of any associated allowance for impairment. Allowance for impairment
shall be recognized based on a simplified approach where by a provision matrix will be applied on long
outstanding receivable amounts

DE recognition of financial assets

The Institution derecognizes a financial asset when the contractual rights to the cash flows from the financial
asset expire or it transfers the rights to receive the contractual cash flows ina transaction in which substantially
all of the risks and rewards of ownership of the financial asset are transferred or in which the Institution
neither transfers nor retains substantially all of the risks and rewards of ownership and it does not retain

control of the financial asset.

On DE recognition of a financial asset, the difference between the carrying amount of the asset (or the
carrying amount allocated to the portion of the asset derecognized) and the sum of

(i) The consideragp.mpeiv\ed (including any new obtained less any new liability assumed)
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[he In‘“",““" enters into transactions \\hc‘r&'l‘,\ ttransfers asuets ,(.‘.ut:nl;ml on its =tatement af Givangcial

position, but retains either all or \u!\\!.\nll.l”) all ot the nisks and rewards of the transferred assets or a Perticin

of them In such cases, the ransferred assets are not dcrcm,-_m,-ﬂl. li\;unplcx of such transachons are

secunties lending and sale—and— repurchase transactions.

When assets are sold 1o a third party with a concurrent total rate of return swap on the transterred assets, the
ransaction i

becaus
Intr;

accounted for as a secured financing transaction similar to sale and repurchase transactions,
¢ the Institution retains all or substantially all of the risks and rewards of ownership of such assets
msactions in which the Institution neither retains nor transfers substantially all of the risks and rewards of
ownership of a financial asset and it retains control over the asset. the Institution continues to recognize the
asset to the extent of s continuing involvement, determined by the extent to which it is exposed to changes
in the value of the transferred asset.

2.52  Financial liabilities

[he Institution's holding in financial liabilitics represents mainly deposits from customers, long term
liabilitics and other labilitics. Such financial liabilities are initially recognized at fair value and subsequently
measured at amortized cost.

Financial liabilities are initially measured at fair value, and, where applicable, adjusted for transaction costs

3 . § . ‘ ("
unless the institution designated a financial liability at fair value through profit o loss. All of the institution’s
financial liabilities are measured at amortized cost. The institution measure other financial labilities at

amortized cost that includes such items as, taxes payable, pension payable, accruals, uncamed revenue e
retention payable

Derecognition Financial Liabilitics

The Institution derecognizes a financial Hability when its contractual obligations are discharged or cancelled,
or expire.

2.6 Impairment Policy

The Institution recognizes loss allowances for FCL on the following financial instruments that are not
measured at FVTPL:
e financial assets that are debt mstruments,
e Jease receivables; o
e Financial cuarmntee contracts rssued; and —— loan commitments sssued. The Institution measures loss
allm\'ancc; at an amount equal to lifctime ECL, except for the following, for which they are measured

as 12-month ECL: o ‘
e debtinvestment securities that are determined to have low eredit risk at the reporting date; and
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*  Other financial wstounients (othet Whan lease jeeep gliles) wgg whisly siedtt f:b bz At iboteased

sitnificantly since the o inttal (oeoginin

Loss allowanges for lease eow fvables are alwe e (e i b iy IR *‘iﬂ‘r’ !«f{frh he o

The tostitation considers a debt imyestment secnity (0 have b spsdil ek shisn il stadif fisk eating is
equivalent o the globally understood demition of i e nlum L e Dt does b appiy the Tow
credit risk exemption 1o any other tmancial wstaments 3 anth 01 die e pegtiog of FCE that 2ok
from default events anca finangial mestoament that are |m~~i|al‘ Wil i 13 ppithic dtise the teptrnng date
Financial instraments for which a 12 ol ECE g e 4ed aje ;._.f».m.{l b s 'Stdge 1 finandial
nstruments™ Life - e BCL are the ECE it resilt o all sl defanll eusi guer the expeatéd hife
of the financial instrument. Financial instruments foe which 4 lxluiuuu 01 e peseipii fed bt e ave ot
credit-impained are referred (o as 'St we 2 Ginancial istumenty!

’ FCL s a probability-weighted estimate af eredit lnsses, ey are mieasized as folters:
*  financial assets that are not eredit-wpaired at (he epoiting dafe: as the pressnt vatoe of all cash
shortfalls (i.e. the ditference between the cash (aws die 10 i cility i seeordsnes with fe contract
’ and the cash flows that the Institution expeets 10 receiyvej;
* financial assets that are credit-impaired at the reporting date; as the diffetenes betwesw Me ghoss
. cartving amount and the present value of estimated futuge cash Hovs;
* undrawn loan commitments: as the present value of the difference fictween the conteactont eash flows
that are due to the Institution if the commitment is drawn dovn aned the cash flows that e Tastimtion
. eXpeets 1o receive; and
i * financial guarantee contracts: the expected payments 1o reimburse the hofder foss sty amonnts (at the
4 Institution expects to recover,
I If the terms of a financial asset are renegotiated or modified or an existing financial zsset is replaced with a
new one due to financial difficulties of the borrower, then an assessment is made of whether the financial asse

should be derecognized and ECL are measured as follows.

¢ Ifthe expected restructuring will not result in derecognition of the existing 2sset. then the expected cash
flows arising from the modified financial asset are included in calculating the czsh ,.f.r,rrml]\. from the
existing asset.

* if the expected restructuring will result in derecognition of the existing asset. then the expected fair
value of the new asset is treated as the final cash flow from the existing financiz! zsses az the time of its
derecognition. This amount is included in calculating the cash shortfalls from the existing fimancial
asset that are discounted from the expected date of derecognition to the reporting éatz using the original
effective interest rate of the existing financial asset.

At each reporting date, the Institution assesses whether financial assets carried at amortized cost and debt
financial assets carried at FVOCI, and finance lease receivables are credit-impaired (refered to as "Stage 3
financial assets'). A financial asset is ‘credit-impaired’ when one or more events that bave a detrimental

impact on the estimated future cash flows of the financial asset have occurred.
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Evidence that a financial asset is credit-impaired includes the following observable data:

e significant financial difficulty of the borrower or issuer:
e abreach of contract such as a default or past due event;
the restructuring of a loan or advance by the Institution on terms that the Institution would not consider

othenwise;
it is becoming probable that the borrower will enter bankruptcy or other financial reorganization: or
a security because of financial difficulties.

r's condition is usually considered to
sh flows has reduced
at is overdue for 90

the disappearance of an active market for
A loan that has been rencgotiated due to a deterioration in the borrowe
be credit-impaired unless there is evidence that the risk of not receiving contractual ca

significantly and there are no other indicators of impairment. In addition. a retail loan th
days or more is considered credit-impaired even when the regulatory definition of default is different.

In making an assessment of whether an investment in sovereign debt is credit-impaired. the Institution

considers the following factors.

— The market's assessment of creditworthiness as reflected in the bond yields.

— The rating agencies' assessments of creditworthiness.

— The country's ability to access the capital markets for new debt issuance.

— The probability of debt being restructured, resulting in holders suffering losses through —

voluntary or mandatory debt forgiveness.
support as 'lender of last resort

— The international support mechanisms in place to provide the necessary
agencies to use

to that country, as well as the intention, reflected in public statements, of governments and
those mechanisms. This includes an assessment of the depth of those mechanisms and, irrespective of the

political intent, whether there is the capacity to fulfill the required criteria.
— Loss allowances for ECL are presented in the statement of financial position as follows:

— financial assets measured at amortized cost: as a deduction from the gross carrying amount of the assets:

— loan commitments and financial guarantee contracts: generally, as a provision;

— Where a financial instrument includes both a drawn and an undrawn component, and the Institution
cannot identify the ECL on the loan commitment component separately from those on the drawn
component: the Institution presents a combined loss allowance for both components. The combined amount
is presented as a deduction from the gross carrying amount of the drawn component. Any excess of the

loss allowance over the gross amount of the drawn component is presented as a provision; and

Loans and debt securities are written off (either partially or in full) when there is no reasonable expectation of
recovering a financial asset in its entirety or a portion thereof. This is generally the case when the Institution
determines that the borrower does not have assets or sources of income that could generate sufficient cash
flows to repay the amounts subject to the write—off. This assessment is carried out at the individual asset
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n 'impairment losscs on financial
| assets that are written off could

h the Institution's procedures for

Recoveries of amounts previously written off are included i
instruments' in the statement of profit or loss and OCI. Financia
still be subject to enforcement activities in order to comply wit

recovery of amounts due.
The Institution assesses whether a financial
that is accounted for as a component of that instrument or is a contract that is a
factors that the Institution considers when making this assessment include whet

al element of a financial assct

guarantee contract held is an integr. '
ccounted for separately. The

her:

— the guarantee is implicitly part of the contractual terms of the debt instrument;
act of the debt instrument;

— the guarantee is required by laws and regulations that govern the contr;
ation of the debt instrument; and

— the guarantee is entered into at the same time as and in contempl
¢ borrower's Bank.

— the guarantee is given by the parent of the borrower or another company within th

If the Institution determines that the guarantee is an integral element of the financial asset, then an.y premium
payable in connection with the initial recognition of the financial asset is treated as a transaction cost of
acquiring it. The Institution considers the effect of the protection when measuring the fair value G iRt
instrument and when measuring ECL.

[f the Institution determines that the guarantee is not an integral element of the debt instrument, then it

recognizes an asset representing any prepayment of guarantee premiumand a right to compensation fo'r credit
losses. A prepaid premium asset is recognized only if the guaranteed exposure neither is credit 1mpa1rcd. nor
has undergone a significant increase in credit risk when the guarantee is acquired. Thesc assets are recognized
in 'other assets'. The Institution presents gains or losses on a compensation right in profit or loss in the line

. : .
item 'impairment losses on financial instruments'.

The Institution considered evidence of impairment for loans and advances and held-to-maturity investment
gnificant loans and advances and

securities at both a specific asset and a collective level. All individually si
irment. Those found not to be

held-to-maturity investment securities were assessed for specific impai
impairment that had been incurred but not yet

specifically impaired were then collectively assessed for any
identified. Loans and advances and held-to-maturity investment securities that were not individually
significant were collectively assessed for impairment by grouping together loans and advances and held- to-

maturity investment securities with similar credit risk characteristics.

In making an assessment of whether an investment in sovereign debt was impaired, the Institution considered

the following factors.

— The market's assessment of creditworthiness as reflected in the bond yields.
— The rating agencies' assessments of creditworthiness. — The country's

ability to access the capital markets for new debt issuance.
— The probability of debt being restructured, resulting in holders suffering losses through voluntary or

mandatory debt forgiveness.

— The international support mechanisms in place to provide the necessary support as 'lender of last resort’
to that country, as well as the intention, reflected in public statements, of governments and agencies to use
those mechanisms. This included an assessment of the depth of those mechanisms and, irrespective of the
paaity: to fulfill the required criteria.
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{ estimate of the present value of

as based on management's bes
management made

In cstimating these cash flows,

net realizable value of any underlying collateral.
and cstimate of cash flows

An individual measurement of impairmen( W
the cash flows that were expected to be received.

judgments about a debtor's financial situation and the
Each impaired asset was assessed on its merils, and the workout strategy

considered recoverable were independently approved by the Credit Risk function.

The collective allowance for groups of homogeneous loans was established using statistical methods such as

roll rate methodology or, for small portfolios with insufficient information, a formula approach based on
cthodology used statistical analysis of historical data on

applied judgment to ensure that the estimate of loss
mic conditions

ainst actual

historical loss rate expericnce. The roll rate m

delinquency to estimate the amount of loss. Management
arrived at on the basis of historical information was appropriately adjusted to reflect the econo

and product mix at the reporting date. Roll rates and loss rates were regularly benchmarked ag

loss experience.

The IBNR allowance covered credit losses inherent in portfolios of loans and advances, and held to—
maturity investment securities with similar credit risk characteristics when there was objective evidence to

suggest that they contained impaired items but the individual impaired items could not yet be identified. In
factors such as credit quality,

assessing the need for collective loss allowance, management considered
portfolio size, concentrations and economic factors. To estimate the required allowance, assumplions Were

made to define how inherent losses were modeled and to determine the required input parameters, based on
of the allowance depended on the model

historical experience and current economic conditions. The accuracy
hat were subject to a

assumptions and parameters used in determining the collective allowance. Loans t

collective IBNR provision were not considered impaired.
— For assets measured at amortized cost: If an event occurring after the impairment was recognized caused
the amount of impairment loss to decrease, then the decrease in impairment loss was reversed through

profit or loss.
— For available-for-sale debt security: If, in a subsequent period, the fair value of an impaired debt security

increased and the increase could be related objectively to an event occurring after the impairment loss was
recognized, then the impairment loss was reversed through profit or loss; otherwise, any increase in fair

value was recognized through OCIL.
Any subsequent recovery in the fair value of an impaired available-for-sale equity security was always

recognized in OCI.

Impairment losses were recognized in profit or loss and reflected in an allowance account against loans and

receivables or held-to-maturity investment securities. Interest on the impaired assets continued to be

recognized through the unwinding of the discount.

Impairment losses on available-for-sale investment securities were recognized by reclassifying the losses

accumulated in the fair value reserve in equity to profit or loss. The cumulative loss that was reclassified

from equity to profit or loss was the difference between the acquisition cost, net of any principal repayment

and amortization, and the current fair value, less any impairment loss previously recognized in profit or loss.

Changes in impairment attributable to the application of the effective interest method were reflected as a
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MEBA Micro Finance Institution S.C
Notes to the Finoncial statements

For the vear endq d.January 31,2026
(in Ethiopia Nirr ) ’

e M-lana2026 30-Jun-2025
| ! Birr
S INTI REST INCOAL y r
Interest Income on L oans 10.562.330 -
Interest income from Dank deposit - 190,185 L
| . 10.782,634 3,712477
6 INTERES) EXPENSES ‘
i Interea | Apense on chent saving deposit 2,354,552 o
Interest | \pense on | oan Akttt e
7 ¥ 3,731,199 1,073,652
Fee and commission income
Share subscnption Fee 5 i
7”‘ Rachame 1,285,740 [,162,440
Repistration I'ee il .
Income from sales of pass book il i
. 1.327.841 1,202,990
l-'cr and commission expense
Net fees and commission income 127541 202920
8 (Nllcr()pcnlinuInmm(‘
Income trom death Insurance L e
Loan loss recon cry .
, Penalty and Other Income L) s
221,704 60,154
9 Loan Impairment Charge
i Impainnent tecovery RLaire4
Loans written ofr .
. 875,764 .
Salary and Other Employees Benefits
Salary and Other Benefit Expense 4,307, 20 e
4307.250 5,499,449
10.a. Severance & unused Leave expenses
Leave Expenses -accrued 30012 ki
Severance Paid in the year . 5
30012 157,212

. General and administrative expenses for the years ended January 312026 and June 30 2025 can be presented as
follows: .

31-Jan-2026 30-Jun-2025
Birr Birr
Office Rent Expenses 1,484,235 1,601,460
Transportation Expenses 62,311 55,943
Advertising and Promotional Expenses 132,162 87,446
Traning Expense 11,725 4,650
Bank Service Charge 56,876 23,770
OfTice Supplies-Stationary 123,060 165,439
Printing Materials 126,944 171,840
Cleaning & Sanitory 12,243 16,639
Membership & license Fee Expense 141,000 89,000
Commission Expense - 71,239
Utility /Electricity & Water 23,804 16,224
Telephone, Intemet & Fax 79,446 90,465
Loding Unloding 34,650 32,478
Audit fee - 60,000
Legal fee 57,500 40,000
Inaguration Expense 2 123,224
Penality Expense 4,000 18,963
Cost of govermment service 31,811 35,324
General Assembly = 307,646 311,634
Perdiem & Travel Expense 63,331
Maintenance Expense 8,242 5,497
Postage Expense 6,038
Miscellanecous 38,485

Insurance Expense 1,014
1) '5(4 ro N\ 2,806,522
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MEBA Micro Finance Institution S.C
Notes to the Financial statements
For the year ended January 31,2026
(in Ethiopia Birr)

12 Depreciation expense for the years ended June 30 2025 and June 30 2024 can be presented as follows:

Depreciation expense

Total depreciation expense

13 Impairment on other assets & Bank Deposit

J1-Jan-2026 30-Jun-2025
Rier Birr
173,168 220,372
173,468 220,372

[mpainment on other assets for the years ended January 31 2026 and June 30 2025 can be presented as follows:

Impairment Charge - other asset
Impairment allowance - Bank Deposit
Total Impairment

14 Cash on hand and bank balances

Cash on hand

Cash at Bank - Saving
Block Account

Cash at Bank - Current

Maturity analysis
Current
Non-Current

Cash and cash equivalents in the statement of cash flows are the same as on the statement of financial

position.
15 LOANS TO CUSTOMERS

Loan to customers as at 31 January 2026 and 2025 can be presented as follows:

Gross loans to customers
Enterprise Loan (SME) Organization
Business Loans

Consumer Loan (Employee Loan) Individual
Consumer Loan (Employce Loan) Group
Consumer Loan (non-employee)
Housing/Construction& Renaovation Loan
Gross loans to customers

Less : allowance for impairment losses

Net loans to customers

31-Jan-2026 30-Jun-2025
Birr Birr
31-Jan-2026 30-Jun-2025
Birr Birr
45,000 -
5,185,650 5,064,493
187,005 1,158,050
5.232.889 10.679.263
10,650,544 16,901,806
10,650,544 16,901,806
10,650,544 16,901,806
31-Jan-26 30-Jun-25
Birr Birr
801,217 2,105,238
19,187,302 9,359,556
18,111,216 3,439,613
16,908,911 14,865,933
- 290,376
1,595,234 619,472
56,603,880 30,680,187
(894,887) (19.123)
55,708,993 30,661,064
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MEBA Micro Finance Institution §.C
Notes to the Financial statements
For the year ended January 31,2020
ry 2026 and RIU
30-Jun-25

( in Ethiopia Birr)
Movments of the loan impairment allownnce For the year caded 31 Janua
31-Jan-26
Dire gler

June 2025 as

follows:
Balance cinning of the yel 19,123
alance at the beg inning of the year ST 19.123
Balance at the end of the year . -
' #75,764 19,123
Provision expense - 5, _
y of the loan portlolio:
30-Jun-25

The following table provide information on (he credit qualit
Originated loans to customers according
to the agreement 31-Jan-26 >
Birr Birr
2,099 4,639

790,005 14,484

102,783

Current and less than 90 days overdue
90 to 180 days overdue
180 to 365 days overdue
above 365 days overdue __________/
Balance at the end of the yeat 894,887 Rt
Less : allowanee for impairment losses _’__/’_
Balance at the end of the year 894,887 LA
31-Jan-26 30-Jun-25
Birr Birr_
90,500,000

Loan to customers arc collateralized by:
Building 113,068,465
Vehicle 10,063,465 27,000,000
130,786,278 121,227,100
Reconcillations of loans to customers according to the agreement and interest rate:
31-Jan-26 30-Jun-25
Birr Birr
56,603,880 30,680,187
977.625

Originated loans to customers according to the agreement
2,994,616
59,598,497 31,657,812

Accrued interest according to the agreement
Gross loans to customers according to the agreement
56,603,880 30,680,187
(19.123)

Gross loans to customers
(894.887)
55,708,993 30,661,064

Less: allowance for impairment losses

Net loans to customers
Breakdown of current and noncurrent portions can be presented :

31-Jan-26 30-Jun-25

Birr' Birr'
Current portion 38,243,202 19,639,973
Noncurrent portion 21,355.295 12,017.839
Total loan and advances 59,598,497 31,657,812
16 Investment
sShare Investment From Lthiopian Inclusive
Finance Training & Research Institute
(EIFTRI)
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MEBA Micro Finance Institution S.C
Notes to the Financial statements
For the ycar ended January 31,2026
(in Ethiopia Birr)
Investment of MEBA MFI compirizes share purchased from Inclusive Financial Technology S.C. The balances 15
maintained based on amotized cost valuation as there is no clearly identified market for the instrument.

Ethiopian Inclusive Finance Training & Rescarch Institute (EIFTRI) did not implement IFRS, investment made in Bt
Switch was made in the current fiscal period. Hence.Investment made in these companies is recorded at cost.

17 Other assets and prepayments
Other assets as at 31 January 2026 and June.2025 can be presented as tollows:

31-Jan-26 30-Jun-28
Birr' Bire'
Non Financial Asscts "
Interest receivable 3,142,908 39.859
Share Receivable 10,125 10,125
Legal Reccivable 70.036 -
Prepaid Rent 510,603 443.020
Inventory 355,157 133,34
Prepaid Telephon & Gmail Package 25,555 16,582
Deposit Insurance 22,547 30.000
Office Guarante 216,086 216,086
Prepaid Printing Material - 33.750
Other Advance 620,000 -
Prepaid Insurance 11.134 -
Gross amount 4,984,151 922,767
Total other asset and Prepayment 4,984,151 922,767
Breakdown of current and noncurrent portions can be presented
31-Jan-26 30-Jun-25
Birr' Birr'
Maturity analysis
4,144,321 767.281

Current portion

Noncurrent portion 839.829.38 155.486.00
Total other asset and Prepayment 4,984,151 922,767

Impairment allowance on other asscts
A reconciliation of the allowance for impairment losses for other assets is as follows:
Balance at the beginning of the year
(Reversal)/charge for the year
Balance at the end of the year

Impairment allowance for the years ended 31 January 2026 and 30 June 2025 can be presented as follows:

31-Jan-26 30-Jun-25
Birr' Birr'
Specific Impairment - Bank deposit
Specific Impairment - other asset - -
Total specific Impairment = -
" 18 Inventory
A breakdown of the items included within inventory is as follows:
31-Jan-26 30-Jun-23
Birr' Birr'
Printing materials 261.300 95,355
Stationary 93.857 37.990
Total Inventory 355,157 133,344
Prepared By Approved By - MOM\,O
Finance & Admin. Manager Chief Executive ce

Signature | —— -

Date: a}\

Signature = ——-————m-
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MEBA Micro Finance Institution 8.C
Notes to the Financial statements
For the year ended January 31 2026
(in Ethiopia Birr)

20

MM-Jan-2020

AJun-2028

Rivr

Rirr

Security and Compulsony Saving L.000,108

LTSN

Individual Voluntany Saving 1001021 1007368
Women Saving 3.590,008 AN
Child & Youth Saving (MINOR) 39 107,434 130040
Organizational Saving 330,023 103026
Interest Free Saving 20701 12,230
Elders Saving 187,023 212003
Special Purpose Saving 3082902 2200893
Fived Time Depesit 23,100,200 13,131,100
Total other liabilities 47,139,480 27433544
Breakdown of borrowings by current and noncurrent portions can

be presented

Ji-Jan-2026 30-lun-2028
Birr Birr

Current portion CRER 1153420
Noncurrent partion $1208.097.31 2328011480
Total Deposit 47,139,480.29 27433.544.10

21 Borrowings
Bank Term Loans
Borrowings as at 31 January 2026 and 30 June 2023 comprises

J-Jan-2026 J0-Jun-2025
Birr Birr
Borrowing 11,645,012 10,000,000
Interest pavable <
Accrued interest 120,833
11,765,845 10,000,000

Total borrowings

Breakdown of borrowings by current and noncurrent portions can be presented

J1-Jan-2026

30-Jun-2028

Birr Birr
Current portion 4,941,655 4,200,000
Noncurrent portion 6.824.190 5.800.000
Total borrowings 11.765.845 10,000,000
22 Other liabilities
J1-Jan-2026 30-Jun-2028
Birr Bire
Death Insurance premium 1,543,800 745420
Accrued Leave Payable 173,640 157,212
Other Account Payables 42,290.00 290,164
Other Current Liablities ) - 9,350
Tax Payable 609,586 231,252
Accrued interest 1,851,808 606,901
Unknown Payable 285,884 285,884
Other Accrued Payable 9.290 141,105
4,516,298 2,467,287
by ¢ o e
x(’;.n’f"k (AR ,:-CE:‘;*
Page 18

A&

30t sl Ay
¥ 7 A ;\bnb%’b ¢

W\ x Ethiopia

2

Y. Gp ———

\*ﬂ}ﬁ%r"CHEW WA“\“’;’“\\){'
U CERTIFIR UNT

N TIFILD ACCO \‘-“

IFIED AYOIT FIRM



https://v3.camscanner.com/user/download

T e eyl P

MEBA Micro Finance Institution S.C
Notes to the Financial statements
For the year ended January 31 2026
(in Ethiopia Birr)

23 Share Capital

Authorised:
34,388 Ordinary shares of 500 Birr cach
(17,194000 as of January 31,2026) 17,194,000 17,194,000

24 Earnings Per Share

Earnings per share for the year is computed by dividing the operating profit before
legal reserves by the average number of shares outstanding during the year.

31-Jan-2026 30-Jun-2025

Birr Birr
Profit for the year 380,864 (50,036,195)
Weighted average share 34,388 14,628,509
Earning per share 11.08 -34.43%

»
N

Retained Earnings
Total retained camning as at 31 January 2026 and 30 June 2025 is as follows:
31-Jan-2026 30-Jun-2025

Birr Birr
At the begning of the year (6,347,864) (1,311,669)
Profit for the year 380,864 (5,036,195)

Capitalized to paidup capital
Transfer to legal reserve
Prior period adjustment
Transfer to regulatory risk reserve
At the end of the year (5,967,000) (6,347.864)
26 Taxation charge
According to the Micro Finance Proclamation No. 626/2009 Article 23, a micro
finance that fully ploughs back the profit to the business activity is exempt from profit
tax but if the company distributes the profit to shareholders it shall pay profit tax as
any Business entity.
27 Regulatory risk Reserve

Total regulatory risk reserve as at 31 January 2026 and 30 June 2025 is as follows:
31-Jan-2026 30-Jun-2025

Birr Birr

At the begning of the year
Suspended interest reinstated

At the end of the year

Regulatory risk reserve represent amount transfered from retained earnings to comply
with the Natioanl Bank of Ethiopia requirment regarding interest computed on non
performing loan and provisions in excess of International Financial Reporting
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MEBA Micro Finance Institution S.C
Notes to the Financial statements
For the year ended January 31 2026

|
!
\

30-Jun-2025

(in Ethiopia Birr )

28 Notes to the statement of cashflows
a) Cash used in operations
Reconciliation of profit before income fax (o
Profit before tax
Adjustments for non-cash items
Depreciation of property and equipment
Loan impairment Charge
Impairment loss on other assets
Prior year adjustment
Changes in operating assets and liabilities
-Decrease (Increase) in foans and advances
-Decrease’ (Increase) in loans and advances

-Decrease’ (Increase) in other assets
-Increase/ (Decrease) in customer's deposit

_ 31-Jan-2026
Birr Birr
380,804 (5.036,195)
173,468 220,372
(25.047,929) (30.661.,064)
(4.061.384) (255.198)
19,705,936 27.433,544
2,049,011 475.237
(6,800,034) (7,823.304)

-Increase/ (Decrease) in other liabilities

30-Jun-2025

31-Jan-2026
Birr Birr
b) Cash and cash equivalents
Cash in hand 45,000 -
Deposits with local banks 10,605,544 16,901,755
TOTAL 10,650,544 16,901,755
Following table details outstanding borrowings as at 30 June 2023 and 30 June 2022
31-Jan-2026 30-Jun-2025
Loan account Birr Birr
Long term Borrowing - Commercial 11,645,012 10,000,000
Interest payable 120,833 -
11,765,845 10,000,000

Severance pay
Meba recognized severance payement plan for its employees who have served for 5 years

and above and are below the retirement age (i.e. has not met the requirement to access the
pension fund). The final pay-out is determined by reference to current benefit’s level
(monthly salary) and number of years in service and is calculated as 1 month salary for the.

first vear in employment plus 1/3 of month
employment to a maximum of 12 months final n
Prepared By

Finance & Admin. Manager

Signature
Date:

,-'w{’/

'
W mrm CANEY
’-fOl/

e

ly salary for each subsequent years in
1onthly salary.

Approved By A’%l:
e Officer

Chief Executiv
- .

4z4ﬁ§:

0116861296

Signature
Date: --- L.....
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MEBA Micro Finance Institution S.C

Notces to the Financial statements

For the year ended 31 January 2026

(in Ethiopia Birr)

Q parucs In in¢ NOrMAal course Or DUSINCGSS. 1nese are

- 5
29 Related party transactions
A numper Ol ransacuons Were eniered Ino witn relate

discloscd below:

A Transactions with related parties N
There are no staff loans and advances disbursed to key management members and outstanding for the years

ended June 30,2025 and January 31,2026.

b Key management compensation
are controlled by or are under

a) Parties that directly or indirectly through one or more intermediaries: control or ;
common control with the company this includes parents subsidiaries and fellow subsidiaries: have an interest in

The Organisation that gives then significant influence over The Organisation: and that have joint control over the

company;

b) Members of key management personnel of the company or its parent;

¢) Close members of the family of any individuals referred to ina or b

d) Parties that are entities controlled jointly controlled o significantly influenced by or for which significant
voting power in such entity resides with directly or indirectly any individual referred toin ¢ or b ) .
In considering each possiblc related party relationship attention is dirceted to the substance of the relationship
and not merely the legal form Details of transactions between The Organisation and other related parties are

disclosed below :
Related party balances and transactions as and for the year ended 31 January 2026

June 30,2025 l)ir?:t::r‘_\' Key mamangment personnel
Borrowing . -
Customers deposit $37.045 )
Interest expense 13,103 -
Transport allowance . 26,400
936,000

Salaries and other employee benefits
Key mamangment personnel

January,2026 Board Directors
Borrowing - -
Customers deposit 773311 -
Interest expense -
Transport allowance - 15,400
Salaries  and  other

. 455.000

employee benefits
30  Events after reporting period
In the opinion of the Mangement, there were no events in MEBA MFLas w 31 January 2026 on the profit for the

period ended on that date, which have not been adequately provided for or disclosed.
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MEBA Micro Finance Institution S.C
Notes to the Financial statements

For the year ended January 31,2026
(in Ethiopia Birr )
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31 Financial risk management
Introduction

As a financial institution The Organisation is exposed to risks that arise from its use of financial instruments This note describes T}
Organisation's objectives policies and processes for managing those risks and the methods used to measure them Fu.r(hcr quantitatiy
information in respect of these risks is presented throughout these financial statements Financial assets and financial liabilities th;
are liquid or have a short term maturity it is assumed that the carrying amounts approximate to their fair value.

Risk is inherent in the Institution's activitics. but is managed through a process of ongoing identification, measurement ap
monitoring, subject to risk limits and other controls. This process of risk management is critical to the Institutions’s continuin
profitability and each individual within the Institution is accountable for the risk exposures relating to his or her responsibilities, T}
Institution is exposed to credit risk. liquidity risk,market risk and various operating risks.

Risk management structure

Risk management is one component of all core processes of the Institution. In its day-to-day activities the st ifion 15 e poseif
various types of financial risks, the most important of which are credit risk, liquidity risk, interest rate risk and operational risk.
The Isntituion's risk management and control is based on the following key principles:

* The board of Directors approves the risk management policies of the [nstitution and ensures their implementation.

* The management is responsible for implementing the policies in a manner that limits risks associated with each risk exposure.

* Appropriate and effective internal control exists to safeguard assets and to ensure compliance with relevant laws, regulations an
institutional policies. i

* The risk management and monitoring is supported by a management information system that supplies timely and consolidate
reports on the financial conditions, operating performance and risk exposure of the Insatitution. .
The Independent Risk Management and Compliance function is established to review compliance with the approved ris
management policies and various risk related committees are established which are responsible for the implementation of the ris
management policies,

The management has overall responsibility for the determination of The Organisation’s risk management objectives and policies an
whilst retaining ultimate responsibility for them it has delegated the authority for designing and operating processes that ensure tr
effective implementation of the objectives and policies to the organisations finance function.

The overall objective of the management is to set polices that seek to reduce risks as far as possible without unduly aftecting Tt
Organisation's competitiveness and flexibility Further details regarding these policies are set out below Through its operations Tt

Organisation is exposed to the following financial risks:
* Credit risk
* Liquidity risk
 Market risk
* Interest rate risk

Risk measurement and reporting systems
The Institution’s risks are measured using a method that reflects both the expected loss likely to arise in normal circumstances an

unexpected losses, which are an estimate of the ultimate actual loss based on statistical models. The models make use

u
r
I
|
f
[
)
i
|
I

probabilities derived from historical experience, adjusted to reflect the economic environment.
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sk limit by cconomic sect
The Institution uses risk tolerance limit as o risk limit control. This risk tolerance limit composed 02“ finance [nstitutions sh Ol
icroli 5 shoy
by credit product and by matarity. There also limitations impased by the regulatory organ which all M ‘
comply, ituti an 4 i i
2 ‘ ) - o ! v titution, an_dppropriate rjq
As pant of the credit risk mitigation which is the main {dentiticd (inancial risk of the Intsti c;“ lppf:f:pr:’“c d
= - A . o | 10 managem i Alc cre
environment.credit olicies and procedures are established. In addition, there is  portfolio manag '
administration and monitoring and loan review function. L. | ntees for certain loan products ys 1}
' L I Alor o 0 g ' ¢ )
The other credit risk mitigation measures is obtaining suflicient collateral secarities and guar
second way out in case of default,
Financial instruments by category
available-for-salc and loans g
The Institution's financial assets are classified into the following measurement categorics: ava
ISt
receivables and the financial labilitics are classified into other liabilitics at amortised cc 5‘. h their legzal form and substance
Financial instruments are classified in the statement of financial pasition in accordance with their leg:

FVOCI Amortized Cost Total
30-June-2028 6 16,901,80¢
Cash and cash equivalents 16:501:50 30,661 ,064
Loans and advances to customers (Net) 30,661,064 '922’76'
Other assets and prepayments 922,767 '- l
Investment in securitics: -
Financial assets at fair value through OCl = 3-
Total Financila asset : - 4545037 A8,
FVOCI Amortized Cost Total
31-Januarv-2026 10.650.542
Cash and cash equivalents 10’650’541‘ 55‘703’99:
Loans and advances to customers (Net) 54,706,993 4’984,15-1
Other assets and prepayments 4384151 T
Investment in securities: i -
Financial assets at fair value through OCI - -
Total Financila asset - 71,343,688 T8

Credit risk .

Credit risk is the probability that a counterparty of the Institution will not meet its obligati0n§ i?.accordance with aggeej‘:;zz Z:
conditions which may lead to financial loss. The Institution is exposed to credit risk due to activities such as loans and a

loan commitments arising from lending activities.

Management of credit risk . ;

In me;uring credit risk of loans and receivables to various counterparties, the.Institution CO.nSIdCI‘S thf: c;?ir?ctefr :lunr: Cdaeli/i(;ggrzzr::
obligor to pay or meet contractual obligations, current exposures to 'the. counter party/obllgo_r an.d its ;[ueeyofucollateral W
credit history of the counterparty/obligor; and the likely recovery ratlo.ln case of default cvybh»gatlons—vt e et T
ways out. The Institution’s policy is to lend principally on the basis of the customer’s repal}’lmteﬂ] topreﬂect he :isk s
evaluation. However as much as possible the institution ensure that the loans are backed by collatera

obligors and the nature of the facility.

Probability of Default ) . : il
This is the probability that an obligor or counterparty will default over a given period, usually one year. This can be calculated ¢

portfolio by portfolio basis or collectively depending on availability of historical data.

Loss Given Default . lt I
Loss Given Default is defined as the portion of the loan determined to be irrecoverable at the time of loan default (1 - r ry

Our methods for estimating LGD includes both quantitative and qualitative factors.

Exposure at Default o bt
dine netudes the drawn amount and expecte
P3Nt is outstanding”at the po t of default. lts?}atmﬁﬁ;;? P
ment at d¢f ult. AR / o ,,:{ L{'—f#\f“
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Maximum exposure to credit risk before collateral held ar credit enhancements

The institution's maximum exposure to credit risk at 30 June 2025 and January 31, 2026 is represented by the net carrying amoun

in the statement of financial position.

Cash and cash equivalents

Loans and advances to customers (Net)
Other assets and prepayments
Investment in securitics:

Financial asscts at amortized cost
Financial assets at fair value
through OCI

Total Financila asset

Credit risk exposures relating to off balance sheets are as follow:
Loan Commitment

Total off balance sheet exposure

Total maximum exposure

Credit quality analysis

31-Jan-26 30-Jun-25
10,650,544 16,901.80¢
55,708,993 30,661,06:
4,984,151 922,767,
71,343,688 48.485,63"
71,343,688 48,485,637

The following table sets out information about the credit quality of financial asscts measured at amortised cost, FVOCI debt
investments. Unless specifically indicated. for financial assets, the amounts in the table represent gross carrying amounts.

Stage 1 Stage 2 S

o Stage 3 i
Credit risk ex Epni Total 30-Jun-24

it risk exposure 12 Month I.ll'f~ time Life time ECL

ECL LECL

Stage 1 - Pass 2,099 2,099
Stage 2 - Special mention 892.788 8%, 788
Stage 3 - Non performing . -
Total gross exposure 2,099 892,788 : g -
Loss allowance .
Net Carrying amount 2,099 892,788 - 894,887 -

Amounts arising from ECL

i) inputs, assumptions and techniques used for estimating impairement

i) Significant increase in credit risk

When determining whether the risk of default on a financial instrument has increased significantly since initial recognition, tt
Institution considers reasonable and supportable information that is relevant and available without undue cost or effort. This include
both quantitative and qualitative information and analysis, based on the Institution’s historical experience and expert cred

assessment and including forward-looking information.

The objective of the assessment is to identify whether a significant increase in credit risk has occurred for an exposure by

comparing:

« the remaining lifetime probability of default (PD) as at the reporting date; with o N ‘
 the remaining lifetime PD for this point in time that was estimated at the time of initial recognition of the exposure (adjusted wher

relevant for changes in prepayment expectations).

« the Institution uses three criteria for determining whether there has been a significant increase in credit risk:

* quantitative test based on movement in PD;
« qualitative indicators; and
« a backstop of 30 days past due,
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Credit risk grades are a primary input into the determination of the term structure of PD for exposures. The In.'-’l.itulmn collee
performance and default information about its credit risk exposures analyzed by type of product and borrower. The Institutig
employs statistical models 1o analyse (he data collected and encrate estimates of the remaining Jifctime PD of exposures and ho
these are expected to change as a result of the passage of time.

iv) Determining whether credit risk has increased significantly

The Institution assesses whether credit risk has increased significantly since initial recognition at cach reporting date. Determinin
whether an increasc in credit risk is significant depends on the characteristics of the financial instrument and the borrower,

The credit risk may also be deemed to have increased significantly since initial recognition based on qualitative factors linked to 11
Institution’s credit risk management processes that may not otherwise be fully reflected in its quantitative analysis on a timely basi
This will be the case for exposures that meet certain heightened risk criteria, such as placement on a watch list. Such qualitatiy
factors are based on its expert judgment and relevant historical experiences.

The credit risk may also be deemed to have increased significantly since initial recognition based on qualitative factors linked to tt
Institution’s credit risk management processes that may not otherwise be fully reflected in its quantitative analysis on a timely basi
This will be the case for exposures that meet certain heightened risk criteria, such as placement on 2 watch list. Such qualitatiy
factors are based on its expert judgment and relevant historical experiences.

As a backstop, the Institution considers that a significant increasc in credit risk occurs no later than when an assct is more than 3
days past due. Days past due are determined by counting the number of days since the carlicst clapsed due date in respect of whic
full payment has not been received. Due dates are determined without considering any grace period that might be available to t
borrower.

If there is evidence that there is no longer a significant increase in credit risk relative to initial recognition, then the loss allowanc
on an instrument returns to being measured as 12-month ECL. Some qualitative indicators of an increase in credit risk, such ¢
delinquency or forbearance, may be indicative of an increased risk of default that persists after the indicator itself has ceased to exis
In these cases, the Institution determines a probation period during which the financial asset is required to demonstrate goo
behaviour to provide evidence that its credit risk has declined sufficiently. When contractual terms of a loan have been modifie
evidence that the criteria for recognising lifetime ECL are no longer met includes a history of up-to-date payment performanc
against the modified contractual terms.

The Institution monitors the effectiveness of the criteria used to identify significant increases in credit risk by regular reviews
confirm that:

« the criteria are capable of identifying significant increases in credit risk before an exposure is in default;

« the criteria do not align with the point in time when an asset becomes 30 days past due;

« the average time between the identification of a significant increase in credit risk and default appears reasonable;

« exposures are not generally transferred directly from 12-month ECL measurement to credit- impaired; and

« there is no unwarranted volatility in loss allowance from transfers between 12-month PD (Stage 1) and lifetime PD (Stage 2).

v) Definition of default

The Institution considers a financial asset to be in default when:

- the borrower is unlikely to pay its credit obligations to the Institution in full, without recourse by the Institution to actions such as
realising security (if any is held);

« the borrower is more than 90 days past due on any material credit obligation to the Institution.

« it is becoming probable that the borrower will restructure the asset as a result of bankruptcy due to the borrower’s inability to pay

its credit obligations.
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In assessing whether a borrower is in default, the Institution considers indicators that ar

* qualitative; e.g. breaches of covenant; stution: and
- ame issuer to the Institution; a
* quantitative: e.g. overduce status and non-payment on another obligation of the same issuer to tl

* based on data developed internally and obtained from e.\'lcrna.l sourccs, ipeigrillicance:may: sy uver tins o rellect
* Inputs into the assessment of whether a financial instrument is in default and their signific

changes in circumstances,

vi) Incorporation of forwm'd-looking information

ioni edit risk of an instrument has
The Institution incorporates forward-looking information into both the assessment of whether the cr
increased significantly since its initial recognition and the measurement of ECL.

ic date body will be
‘ o . ' " nt macroeconmic da
External information which includes economic data and forecasts, an c)‘tcma'l and mdcper:decmi ;nnual NPL trends across statically
considered in the forard lookig information assesment, This is in addition to industry-level, s
comparable sectors.
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vii) Measurement of ECL

The key inputs into the measurement of ECL are the term structure of the following variables:
*  probability of default (PD);

* loss given default (LGD); and

* exposure at default (EAD).

E ifetime ECL is calculated by
ECL for exposures in Stage 1 is calculated by multiplying the 12-month PD by LGD and EAD. Lifetim
multiplying the lifetime PD by LGD and EAD.

ing i tructure of PD’.
The methodology of estimating PDs is discussed above under the headmg. G'eneratl.ng the tzgnDS srameters based on the history ¢
LGD is the magnitude of the likely loss if there is a default. The Institution estimates p

]p S hc i structure, Co ]ateral, SeniOI ity Of the Clain
ICCOVCF}’ rates Of Clailns aqaillst deiaulted counterpar [ie . T LGD lll()dC|S COllSldCl [IlC t t s l
O

isi ial asset.
counterparty industry and recoverycosts of any collateral that is integral to the financia

i itution derives the EAD from the current exposure to t
coumtay CXP'CCIEd eXposumthl:: ::fr:::: I;:n(z)fuitd:lilxl\lltc;d.rll:rfdt:r:stt;fg t:c))ntract and arising from amortisati?r:. t:l'?e f:n[])osz
counterparty ax?d ‘potentlal chan.ges N t at the time of default. For lending commitments, the EADs are potent’lla I; ur now
ek s s e e e shich are estimated based on historical observationsand forward-looking orecazl , )
ool st i PAD ot :;c]amount of the guaranteed exposure when the financial guaran.tee becc.)mes. pa?/aeel;Sin
ﬁ"anci_al gu?ﬁllmeest’ tthEDA[i)srzztr:;:;;sed by modelling the range of possible exposure outcomes at various points in tim
some financial assets,
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-month PD for Stage | financial assets, the ank measures EC

At deseribed above, and subj ing a maximum of a 12
ubject to using on options) over which it

considering the rick of default over the maximum contractual peried (including any borrower’s extensi
exposed to credit risk, even if, for credit risk management purposes, the Bank considers a longer period.
Where modelling ot a paramclter 15 carmicd out on a colleclive basis, the tinancial Instruments are grouped on the e
characteristics that include:

* instrument type;

* credit risk grading;

¢ collateral type;

* date of initial recognition;

* remaining term to maturity;

* industry; and

* geographic location of the borrower.

viii) Loss allowance

Statement of Prudential adjustments

Provisions under prudential guidelines are determined using the time based provisioning
(NBE) Directives. This is at variance with the forward looking model required by IFRS
methodology/provision, there will be variances in the impairments allowances required under the two mel
The proclamation *Financial Reporting Proclamation No.§47/2014 stipulates that Banks would be requir
loans as prescribed in the relevant IFRS Standards when IFRS is adopted.

prescribed by the National Bank of Ethiop:
9. As a result of the ditferences in tt
hodologies.

ed to make provisions fc

31-Jan-26 30-Jun-25
Total impairment based on IFRS (B350} 4,813 4-0'
Total impairment based on NBE Directives o
Variation (894.887) LS

Credit Concentration

ot . . 5 o . ; i Feredit risk at 31 January
The Institution monitors concentrations of credit risk by economic sector. An analysis of concentrations of creditrisk at 31J )

2026 and 30 June 2025,

31-Jan-26 30-Jun-25 —
Enterprise Loan (SME) Organization 801217 1.42% 2,105,238 6.86 0
Business Loans 19,187,302  33.90% 9,359.556 30.51%
Consumer Loan (Employee Loan) 18.111.216 32.00% 3.439,615 11.21%
Individual
gonsumcr Loan (Employee Loan) 16.908.911 29.87% 14.865.933 18.45%
roup
- 0.00% 290.576 0.95%
Consumer Loan (ngn—employee)_
E:::'"g/ Corstrictiond: Kerovation 1595234 2.82% 619.472 2.02%
56,603,880  100.00% - 30.680.187 100.00%
Nature of security in respect of loans and advances to customers
31-Jan-26 Building Vehicle Share Cash Total
g"‘erp_risf. Loan (SME) 2,500,000 . - 270,000 2.770.00C
rganization
Biinass Loans 88,068,785 10,063,465 - 2,467,701 100,599,94¢
- - 22 6,482,27¢
Consumer Loan (Employee Loan) In 5,000,000 1.482.276
Consumer Loan (Employee Loan) G 7,500,000 - - 3,241,610 10.741.61(

Consumer Loan (non-employee) - -

Housing/Construction& Renovation 10080000 ) = 192,761 10,192,761
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30-Jun-25 Building  Vehicle Share Cash Totl

Enterprise Loan (SME) §.10,0
. . . 270,000 M T0,00(
Organization 5,500,000 "
Enterprise Loan (SME) 76,500,000 27,000,000 " 1,153,300 10:1.683.30¢
Organization
Consumer Loan (Employee Loan) 2.500.000 420,400 2,020,40¢
Individual T
Consumer Loan (Employee Loan) R . 1,773,400 LT7340¢
Group 0118861296
0111541235
; - ‘“)‘00() A0,00(
Consumer Loan (non-cmployce)
Housing/Construction& Renovation 6.000.000 70,000 6,070,00(
Loan e
, < 21,2270
Swait Latin 90,500,000 27,000,000 - 3,727,100 obiosedhbba
MARKET RISK

Market risk is the risk that the fair value of a financial instrument will decrease because off changes in m:x‘rkt‘l HHdors ,I\.l arket riy
arises from The Organisation’s use of interest bearing and foreign currency financial instruments It is the risk that l!w fir \"uluc (
future cash flows of a financial instrument will ﬂuc;u:\tc because of changes in foreign exchange rates currency fisk and intere
rates interest rate risk.

The institution dose not ordinarly engage in trading activities as there are no active markets in Ethiopia.

(S

INTEREST RATE RISK
[nterest rate risk arises from potential changes in market interest rates that can adversely aftect the {
and liabilities of The Organisation This risk can arise from maturity mismatches of assets and liabilities as we

ghamcteristics of such assets and liabilities. . < the gooreeated amounts ot
Ihe table below summarises ‘The Organisation’s exposure to interest rate risks ‘The table presents the aggregated &

. . . : . . o 4 TRl vl 3 ary 202
Organisation’s interest bearing financial assets and interest bearing financial liabilities at carrying amounts as at 31 January 2(
and 30 June 2023.

qir values of the financial asse
Il as from the repricin

Interest )
variable 31-Jan-26 30-Jun-25
Asset
Cash and balances with banks Fixed 10,650,544 16.901.806
Loans and advances to customers Fixed 55.708.993 30.661.064
Investment iti .
nvestment securities Fixed . .
Total interest bearing financial 66.359.537 47.562.870
assets
Liablities
Ditositsteom Sustomers Fixed 47,260,314 27,433,546
BACERINES Fixed 11,645,012 10,000,000
Total interest bearing financial )
liabilities 58,905,325 37,433,546
Net interest sensitivity gap 7,454,212 10,129,324

The information about maturities of interest bearing financial assets and interest bearing financial liabilities is given in liquidity ris

quantitative disclosures.
The Organisation's all interest bearing assets and liabilities are at fixed interest rates therefore market interest rate fluctuations do ne

B X e N =
affect the organisation's income or expenses. A\ LY ‘N
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