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DIRECTORS AND PROFESSIONAL ADVISERS
FOR THE YEAR ENDED 30 JUNE 2025
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.\DEDAY MICRO FINANCE INSTITUTION S.C.
REGISTERED OFFICE AND PRINCIPAL BANKERS
FOR THE YEAR ENDED sOIUNE 2025

Registred office

Adeday Micor Finance Instiution S.C.

\Iekelle, Tigray
Ethiopia

Principal bankers

Commercial Bank of Ethiopia
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ADEDAY MICRO FINANCE INSTITUTION S.C.

STATEMENT OF DIRECTORS' RESPONSIBII,ITIES
FOR THE YEAR ENDED 30 IUNE 2025

-- Com:r,ercial Code of Ethiopia, 2021 and the l\4icro Financing Business Proclamation No.

-- i.'J9 requires the l)irectors to prepare financial staternents for each financial year which give a
. , ::'.i fail view of the state of affairs of the Company as at the financial year and of the operating

-...-:s of the Cornpany for that 1rear. T'he Directors are also required to ensure that the Companl,
. :'--: rrroper accounting records which disclose with reasonable accuracy at any time the financial

- :----rr of the Company. They are also responsible for safeguarding the assets of the Company.

exhibit clearly and correctly the state of its affairs;

explain its transactions and fiuancial position; and

enable the National Bank to determine whether the Company had complied with the provisions
of the Companying Business Proclamation and regulations and directives issued for the
implementation of the afolementioned Proclamation.

The Company's General Manager accepts responsibility for the annual financial statements, which
have been prepared using appropriate accounting policies supported by reasonable and prudent
iudgements and estimates, in conformity with International Financial Reporting Standards,
Companying Business Proclamation, Commercial code of 2021and the relevant Directives issued by
the National Bank of Ethiopia.

. .': General Maltager is of the opinion that the financial statements give a true and fair view of the state of the
-:- -..i.,cial affairs of the company and of its profit or loss.

The General Manager further accepts 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 fihancial

5.o1.

- .:.ir1 on behalf of the Directors by and on A
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!t hanr)g ?*oohh/.rtfid0. rtAa h"a,P+q h&+c+
Ama-Hai Certified Accountants & Auditors

Partners l}il:fl:r:i*5:f l?[i,, *,

INDEPENDENT AUDITORS' REPORT
TO THE SHAREHOLDERS OF
ADEDAY MICRO FINANCE INSTITUTION SHARE COMPANY

Qualified Opinion

1\-e have audited the accompanying financial statements of Adeday Micro Finance Instifution Share

Company which comprise the Statement of Financial Position as of 30 June 2025 and the related

Statement of Profit & Loss and Other comprehensive income, Statement of Change in equity and

Statement of Cash Flow for the year ended 30 June 2025, and a summary of significant accounting

policies and other explanatory notes.

rn our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion

oaragraph of our repor! the accompanying financial statements present fairly, in all material respects,

the financial position of Adeday Micro Finance Institution Share Company as of 30 ]une 2025 and of its
inancial performances and cash flows for the year ended 30 June 2025 inaccordance with International
Financial Reporting Standards (IFRSs).

Basis of Qualified Opinion

The Institution has not recognized adequate impairment losses on its loan portfolio in accordance with
:FRS 9. The effect of this departure on the financial statements has not been determined. In additioru

$€ lnstitution has not properly disclosed the aging analysis of loans and advances, as required by IFRS

l. rshich is necessary for users to understand the credit risk exposure.

"'-: conducted our audit in accordance with International Standards on Auditing. Our responsibilities
'-:-ier those standards are further described in the Auditor's responsibility for the audit of the financial

;-::ements section of our report. We are independent of the company in accordance with the

-:-:ernational Ethics Standards Board for Accountants' Code of Ethics for Professional Accountants

=BA code) together with the ethical requirements that are relevant to our audit of the financial

:-tements in Ethiopia, and we have fulfilled our other ethical responsibilities in accordance with these

,.r::nlents and the IESBA Code. We believe that the audit evidence we have

- ..:r.ropriate to provide
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Responsibilities of Managernent and those charged with governance for the Financial

Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with International Financial Reporting Standards (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.

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, 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'Responsibility for the audit of financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are

tree 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.

\lisstatements can arise from fraud or error and are consid.ered material if, individually or in the

aggregate, they could reasonably be expected to influence the economic decision of users taken on the

basis of these financial statements.

Reporting on other legal requirements

-\s required by the Commercial Code of Ethiopia, based on our audit we report as follows:

:) Pursuant to Article 349 (1) of the Commercial Code of Ethiopia 2021. and based on our review of the

board of directors' reporf we have not noted any matter that we may wish to bring to your

attenbion;

:i) Pursuant to article 349 (2) of the Commercial Code of Ethiopia we recommend the financial

statements for approval.

-Lddis Ababa

October 1,2025 Accountants
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ADEDAY MICRO FINAI{CE II{STITIJTION S.C.

STATEMEhIT OF PROFIT OR LOSS AND OTHEIT COMPREHENSIVE INCO
FOR THE YEAR ENDED 3OIUNE 2025
(in Ethiopian llirr)

I\COME Notes 2025 2024

.:.lerest Income

:.terest Expense

\ et Interest income

l.:: Fees and commission income

Other operating income

I ::.er Comprehensive income

Total operating income

- ...:r Impairment charges/Recovering Income/

-::::airment loss on other asset

\et operating income

. :al Employee Benefit

I :::eciation and Amortization

-- :i^.er operating Expense

-:.:eiest waive Expense

Total operation Expense

Loss/Profit for the year

- ar charge

(9L,659,1.62 ) (62,123,29\)

(15,234,013) (10,083,193)

-J1!23991II
(10,083,L93)

4

5

120,1"46,905

(63,965,447)

93,324,060

(52,689,769)

6

7

r7

56,181",458

(79,909)

19,554,639

42,095,922

5,382

7,924,884

2,013,9'J,4

7

75,656,188

768,962

52,040,098

9

15/16

10

26

76,425,150

(54,945,171)

(2,738,328)

(33,196,400)

(789,34)

52,040,098

(26,939,167)

(2,244,893)

(?2,51,4,344)

(10,424,897)
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ADEDAY MICRO FINANCE INSTITUTION S.C.
STATEMENT OF FINANCIAL POSITION
AS AT 30IUNE 2025
(In Ethiopian Birr)

Notes 2025 2024
Asset
Cash and cash equivalent
Loan and advances to cu.stomer
Investment securities
Ot}rer Assets

Property Plant and Equipment Net
\et Lease hold land right to use
inr-eshnent property
iegulatory Deferral
Total Asset

L:abilities
- .:.rsit from cu.stomer

::-rrvings from Bank
- =-. ..h'ing fund obligation
- r-:r liabilities
: -:-..:,ce Lease Obligation
. . --:ernent benefit obligation
I .:al Liabilities

Equitr'
j::::: capital
-- ::--.lned Earning
: ='.-aluation Surplus
: =:ulatory Risk Reserve

11, 199,633,631

872,103,189
2,940,000

27,033,733

84,793,045

5,041.,221.

15,894,002

154,336,411

790,256,853

981,000

42,556,612

60,178,256

5,122,235

1.6,248,076

8,033,940

12

13

1.4

15

16

17

*_1,207,439,84

786,365,531,

147,428,076

2,793,750
131.,379,706

3,161,767

2,320,694

726,410,239

117,913,679

2,008,277

74,1.60,622

4,162,965

1,182,510

1B

19

20

21.

22

23
-1",073,449,525 

925,838,292

24 138,195,000

25 (29,632,790)
27 9,782,45'L
28 1"6,644,635

133,989,295

53,600,000

78,203,742

11,245,308

8,826,041

151,875,091
. :: Equity and Liability

--J297,439,8n 3,383

: -- ,-ris on pages 6 to 9 are an integral part of these financial statements

statements on pages 10 to 51 were approved and authorised for issue by the board of
were on its behalf by

.-- = :-rancial
-, =,:,'fS and
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ADEDAY MICRO FINANCE INSTITUTION S.C.

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR EDNED 30 JUNE 2025

(In Ethiopian Birr)

ttI )I t t t
I

LegaI

Notes Share Capital Reserve
Retained
Earning

Revaluation
Reserve

Regulatory
Risk Reserve Total

Balance as at l JluJy 2A24

Profit/(loss) for the year

Depreciation transfer

Transfer to regulatory risk reserve

Increase in Share Capital - Cash

Transferred to Share Capital

Prior period Adjustment

Balance as at 30lun2025

25

25

28

24

24

25

53,600000 78,203,742

(15,234,A13)

2,462,857

(L6,861,634)

\x,2453A8 8,826,A47 X51,875,491

(15,234,A13)

(2,462,857)

7,818,593 {9,A43,041)

6,400,0006,400,000

78,195,004 (78,195,000)

(8,742) (8,742)

138,195,000 - (29,632,790\ 8,782,45L 16,644,634 133,989,295_
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ADEDAY MICRO FINANCE INSTITUTION S.C.

STATEMENT OF CA$F{ FLOW
FOR T'HE YEA[{" EDNED 30 JUNE 2425
(In Ethiopian Birr)
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2025 2024

Activities

Cash Flow from operating Activities

Cash flows from operating actirrities

Net cash (outflow)/inflow from operating activities

Cash flow from Investing Activities

Acquisition of PPE

Acquisition of equity investment

Net Cash inflow (outflow)from Investing Activities

Cash flow frorn Financing Activities

Proceeds (settlement) from borrowings

Proceed from issue of shares

\et Cash inflow (outflow)from Financing Activi

\et increase (Decrease) in cash and cash Equirralence

tseginning Cash balance

trnding Cash Balance

38,259,851, 16,459,31,4

39,259,951 1"6,459,31.4

(7,775,384)

(28,877,029) (7,775,384)

29,514,398

6,400,000

107,913,679

35,91.4,398 107,913,679

45,297,220

154,336,41.1,

11,6,597,609

37,738,802

199,633,631, 154,336,411"
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025

(In Ethiopian tsirr)

1 General lnformation

Adeday Micro Finance Institution S.C. was established in ]une, 20L4 after registration as micro finance
institution by the National Bank of Ethiopia as of June 199l under certificate No. MFI/033/201.4 its head

office was in Tigray Regional State Mekelle City and its principal Place of work is throughout Tigray
region.

The Main Objectives of the Micro Finance are:-

o To enhance the socio-economic empowerment of clisadvantages members of the society specially
"' women, through improving their access to saving, loans and technical assistance.

B. To encourage saving through introducing reliable and effective alternative saving schemes.

r- To provide financial access to economically active members of the society living in rural and urban to
v.-' participate in agriculture and small scale trade.

2 Summary of significant accounting policies

2.1. Introduction to surnmary of significant accounting policies

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

2.2. Basis of preparation

The financial sta{ements for the period ended 30 June 2025 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 equity, the statement of cash flows and the
notes to the financial statements.

The financial statements have been prepared in accordance with the going concern principle under the
historical cost concept, except for defined benefit pension plans - plant assets measured at fair

9.
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025
(In Ethiopian Birr)

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires rnanagement to exercise its judgment in the process of applying the
N{icrofinar-rce's accounting policies. Changes in assumptiots may have a significant impact on the financial
statements in the period the assumptions changed. Managernent believes that the underlying assumptions
are appropriate and that the Adeday's financial statements therefore present the financial position and
results fairly. The areas involving a higher degree of judgment or complexity, or areas where assumptions
aird estimates are significant to the financial statements are disclosed in Note below.

2.2.7. Going concern

The financial statements have been prepared on a going concern basis. The management has no doubt that
Adeday would remain in existence after 12 months.It implies for declaration of intention to keep running

our activities at least for the next year, and the financial statements prepare considering the conceptual
framework of the IFRS

2.2.2. Changes in accounting policies and disclosures

Financial Instruments (IFRS 9, IAS 39 and IFRS 7)

In July 201.4, the IASB issued tl-re final version of IFRS 9 Financial Instruments that replaces IAS
39 Financial Instruments: Recognition and Measurement and all previous versions of IFRS f. IFRS 9
retains but simplifies the mixed measurement model and establishes three primary measurernent
categories for financial assets: amortized cos! fair value through OCl and fair value through profit or loss.

The basis of classification depends on the Adeday Micro finance's business model ald tire
contractual cash flow characteristics of financial assets. Investments in equity instruments are required
to be measured *at fair value through profit or loss with the irrevocable option at inception to present
changes in fair value in OCI not recycling. There is now a new expected credit losses model that replaces
the incurred loss impaiiment model used in IAS 39. For financial liabilities there were no changes to
classification and measurement except for the recognition of changes in own credit risk in other
comprehensive income, for liabilities designated at fair value through profit or loss. Contemporaneous
documentation is still required but is different to that currently prepared under IAS 39.

IFRS 7 Financial Instruments: Disclosures

As issued at 1 ]anuary 2014. lncludes IFRSs with an effective date after L January 2014 but not the IFRSs
they will replace. Adeday micro finance use IFRS 7 was to require providing disclosures in their financial
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ADEDAY MICRO FINANCE INSTITUTIOhI S.C.
NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDI{ED 30 }UNE 2025
(In Ethiopian Birr)

(a) The significance of financial instruments for financial position and performance; and (b) The nature and
extent of risks arising from financial instruments to which exposed during the period and at the end of 30

lune 2025, and how manages those risks. The qualitative disclosures describe management's objectives,
policies and processes for managing those risks. The quafititative disclosures provide information about
the extent to which the institution is exposed to risk, based on information provided internally to key
management personnel. Together, these disclosures provide an overview of the use of financial
instruments and the exposures to risks they create.

IFRS 15 - Revenue from contracts with customers

IFRS 15 was issued in May 2014 and establishes a five-step model to account for revenue arising
from contracts with customers. Under IFRS 15, revenue is recognized at an amount that reflects the
consideration to which an entity expects to be entitled in exchange for transferring goocls or services to a
customer.

This standard deals with revenue recognition and establishes principles for reporting useful information to
users of financial staternents about the nature, amount, timing and uncertainty of revenue and. cash flows
arising from an entity's contracts with customers. Revenue is recognized when a customer obtains control
of a good or service and thus has the ability to direct the use and obtain the benefits from the good or
service

The standard replaces IAS 18 'I{evenue' and IAS 11 'Construction contracts' ancl related interpretations.
The standard is effective for annual periods beginning on or after l January 2018 and earlier application is
permitteci.

IFRS 16 - Leases

Adeday Micro finance Share Company has interred in to different leasehold land arrangements at
different branches to be used for branch office. This standard was issuecl in |anuary 2016 (Effective 1
January 2019). It sets out the principles for the recognition, measurement, presentation and clisclosure of
leases. The objective is to ensure that leases and leasors provide relevant information in a manner that
faithfully represents those transactions. The standard introduces a single leases accounting model and
requires a leases to recognize assets and liabilities for all leases with a term of more than 12 months, unless
the underlying asset is of low value. A lease is required to recognize a right-of-use asset representing its
right to use the underlying leased asset and a lease liability representing its obligation to make lease
payments. It also substantially carries forward the lessor accounting requirements in IAS 17. The term of
the lease arrangement is for 70 years use of land where as its settlement is to be completed within 30.

The determination of whether an arrangement is a lease, or contains a lease, is based on the substance of
the arrangement and requires an assessment of whether the fulfillment of the arrangement is dependent
on the use of a specific or whether the arrangement conveys a right to use
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025

(In Ethiopian Birr)

Adeday as a leases

Leases that do not transfer to the Bank substantially the endire risks ancl benefits incidental to ownership of

the leased items are operating leases. Operating lease payments are recognized as an expense in the

income statement on a straight-line basis over the lease term. Contingent rental payable is recognized as an

expense in the period in which they it is incurred'

Adeday as a lessor

Leases where Acleday does not transfer substantially all of the risk and benefits of ownership of the asset

are classified as operating leases. Rental income is recorded as earned based on the contractual terms of

the lease in other operating income. Initial direct costs incurred in negotiating operating leases are added

to the carrying amount of the leased asset and recognized over the lease term on the same basis as rental

income. Contingent rents are recognized as revenue in the period in which they are earned

IAS 40- Investment Property

In April 2001 the International Accounting Standards Board (IASB) adopted IAS 40 Investment Property,

which had originally been issued by the International Accounting Standards Committee (IASC) in April
2000. That Standard had replaced some parts of IAS 25 Accounting for Investments, which had been

issued in March 1986 and had not already been replaced by IAS 39

Micro finance determines whether an exchange transaction has commercial substance by considering the

extent to which its future cash flows are expected to change as a result of the trar-rsaction. An exchange

transaction has commercial substance if:

(a) The configuration (risk, timing and amount) of the cash flows of the asset received differs from the

configuration of the cash flows of the asset transferred, or

(b) The entity-specific value of the portion of the entity's operations affected by the transaction changes as

a result of the exchange, and

(c) The difference in (a) or (b) is significant.relative to the fair value of the assets exchanged.

Adeday MFI evaluates under this recognition principle the Building investment property costs at the time
june, 30 2020 incurred. These costs include costs incurred initially to acquire an investment property and

costs incurred subsequently to add to, replace part of, or service a property for the purPose of rental
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ADEDAY MICRO FINANCE INSTITUTION S.C.
NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 202s
(In Ethiopian Birr)

Amendments to IAS 7- Disclosure Initiative

The amendments to IAS 7 Statement of Cash Flows are part of the IASB's Disclosure Initiative and help
users of financial statements better understand changeq in an entity's debt. The amendments require
entities to provide disclosures about changes in their liabiiities arising from financing activities, including
both changes arising from cash flows and non-cash changes (such as foreign exchange gains or losses).

On initial application of the amendment, entities are not required to provide comparative information for
preceding periods. Early application is permitted. The amendment will be effective for annual periods
beginning on or after lJanu.ary 2017.

2.3. Foreign currency translation

The IASB amended IAS 21 in December 2005 to require that some types of exchange differences arising
from a monetary item should be separately recognized as equity.

Items included in the financial statements are measured using the currency of the primary
economic environment in which Adeday operates ('the functional currency'). The functional currency and
presentation currency of Adeday is the Ethiopian Birr.

2.4. Recognition of income and expenses

Revenue is recognized to the extent that it is probable that the economic benefits will flow to Adeday and
the revenue can be reliably measured, regardless of when the payment is being mad.e. Revenue is
measured at the fair value of the consideration received or receivable, taking into account contractually
defined terms of payment and excluding taxes or duty.

2.t[.1. Interest and similar income and expense

For all financial instruments measured at amortized cost and interest bearing financial assets classified as
available - for-sale interest income or expense is recorded using the contractual rates.

The carrying amount of the financial asset or financial liability is adjustecl if Adeday revises its estimates of
payments or receipts. The adjusted carrying amount is calculated based on the original contractual rate
and the change in carrying amount is recorded as 'Interest and similar income' for financial assets and
Interest and similar expense for financial liabilities.

Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to
an impairment loss, interest income continues to be recognized using the rate of interest used to discount
the future cash flows for the purpose of measuring the impairment loss.
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO TIIE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 IUNE 2025

(In Ethiopian Birr)

Effective interest rate and arnortized cost

For all financial instruments measured at amortized cost and interest bearing financial assets classified as

available - for-sale interest income or expense is recorded using the contractual rates. That is the

amortized cost of a financial asset or financial liability at$each reporting date is the net of the following

amounts:

(a) The amount at which the financial asset or financial liability is measured at initial recognition minus

any repayments of the principal;

(b) Plus or minus the cumulative amortization using the effective interest method of any difference

between the amount at initial recognition and the maturity amount; and

(c) Minus, in the case of a financial asset, any reduction (directly or through the use of an allowance

account) for impairment or un-collectability.

The Effective Interest rate (EIR), which is the rate that exactly discounts estimated future cash payments

or receipts through the expected life of the financial instrument or a shorter period, where appropriate, to

the net carrying amount of the financial asset or financial liability. The calculation takes into account all

contractual terms of the financial instrument (for example, prepayment options) and includes any fees or

incremental costs that are directly attributable to the instrument and are an integral part of the Effective

Interest Rate (EIR), but not future credit losses. The effective interest rate is determined on the basis of the

carrying amount of the financial asset or liability at initial recognition. Under the effective interest method:

(a) The amortized cost of a financial asset (liability) is the present value of future cash receipts (payments)

discounted at the effective interest rate; and

(b) The interest expense (income) in a period equals the carrying amount of the financial liability (asset) at

the beginning of a period multiplied by the effective interest rate for the period.

The carrying amount of the financial asset or financial liability, that is the Amortised Cost of a financial
asset, before adjusting for any Loss Allowance, is adjusted if Adeday revises its estimates of payments or

receipts. The adjfosted carrying amount is calculated based on the original contractual rate and the change

in carrying amount is recorded as'Interest and similar income' for financial assets and Interest ald similar

expense for financial liabilities.

Presentation

The IASB amends IAS 1., Presentation of ,Financial Statements, to require presentation of the following
amounts as separate line items in the statement of profit and loss for the period:

. Revenue calculated using the effective interest method

. Gains and losses arising from de-recognition of financial assets measured at Amortized Cost

. Impairment losses (including reversals)

. If an asset is reclassified from the Amortized Cost category to FVPL, any gain or loss arising there from

,I
,

CIf1886 ,e,gs
1au a 1235

*.6 v

o

ii auditlng
s$u

t

. If an asset FVOCI to FVPL, any cumulative gain or loss previously OCI



!-5

g

LI

ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE FINANCIAL STATEMENT
FOR'rHE YEAR EDNED 30IUI{E 2025
(In Ethiopian Birr)

1.3.2. Fees and commission

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
incorne are recognize.d as the related services are performefl.

When a loan commitment is not expected to result in the draw-down of a loan, loan commitment fees are
recognized on a straight-line basis over the commitment period.

Otl-rer fees and commission expenses relate mainly to transaction ancl service fees are expensed as the
services are received.

2.4.2. Dividend income

Is recognized when Adeday's right to receive the payment is established, which is generally, when the
shareholders approve and declare the dividend.

2.5 Financial instruments - initial recognition and subsequent measurement

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

2.5.1 Financial assets
Initial recognition and measurement

All financial assets are recognized initially at fair value plus, in the case of financial assets not recorded at
fair value through profit or loss, transaction costs that are attributable to the acquisition of the financial
asset. Purchases or sales of financial assets that require delivery of assets within a time
frame establisl-red by regulation or convention in the market place (regular way tracles) are recognized
on the trade date, i.e., the date that the Micro Finance commits to purchase or sell the asset.

Subsequent measurement

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

2.5.1.1. Loans and receivables

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. Amortized cost is calculated
by taking into account any discount or premium on acquisition and fees or costs that are an integral part of
the EIR. The EIR amortization is included in interest and similar income in income statement. The losses
arising from impairment are recognized in income statement in loan impairment charge.

housing loan,
Adeday's loans and receivables comprise of Agriculture loans, manufacturing, Trade loan, Service loan,
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ADEDAY MICRO FINANCE INSTITUTION S"C"

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025

(In Ethiopian Birr)

2.5.1..2. Available-for-sale (AFS) financial assets

.r-

AFS investments include equity and debt securities. Equity investments classified as AFS are those, which

are neither classified.as held-for-tracling nor designated at'fair value through profit or loss. Debt securities

in this category are those, which are intended to be held for an indefinite period, and which rnay be sold in

response to needs for liquidity or in response to changes in the market conditions.

.\-

I-

After initial measurement, AFS financial investments are subsequently measured at fair value with
unrealized gains or losses recognized in OCI and credited in the AFS reserve until the investment is

derecognized, at which time the cumulative gain or loss is recognized in other operating income, or the

investment is determined to be impaired, when the cumulative loss is reclassified from the AFS reserve to

income statement in impairment loss on financial investment. Interest earned whilst holding AFS financial

investments is reported as interest and similar income using the EIR method. Unquoted equity securities

whose fair value cannot be reliably measured are carried at cost. All other available-for-sale investments

are carried atfair value.

The Micro Finance evaluates whether the ability and intention to sell its AFS financial assets in the near

term is still appropriate, When, in rare circumstances, the Micro finance is unable to trade these financial
assets due to inactive markets, the Micro finance may elect to reclassify these financial assets if the
management has the ability and intention to hold the assets for foreseeable future or until maturity.

For a financial asset reclassified from the AFS category, the fair value-carrying amount at the date of
reclassification becomes its new amortized cost and any previous gain or loss on the asset that has been

recognized in equity is amortized to profit or loss over the remaining life of the investment using the EIR.

Any difference between the new amortized cost and the mafurity amount is also amortized over the
remaining life of the asset using the EIR. If the asset is subsequently determined to be impaired, then the
amount recorded in equity is reclassified to profit or loss.

Day 1'profit or loss

When the transaction price differs from the fair value of other observable current market transactions in
the same instrument or based on a valuation technique whose variables include only data from

observable markets, the Micro finance immediately recognizes the difference between the
transaction price and fair value (a'Day 1' profit or loss) in'Other operating income'. In cases where fair
value is determined using data, which is not observable, the difference between the transaction price and

model value is only recognized in tl-re profit or loss when the inputs become observable, or when the
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 IUNE 2025
(In Ethiopian Birr)

Reclassification of financial assets

Reclassification is at the election of managernent, and is determined on an instrument-by-instrument basis.

The Micro finance does not reclassify any financial instnlnent into the fair value through profit or loss

category after initial r'ecognition.

For a financial asset reclassified out of the 'Available-for-sale' category, any previous gain or loss on that
asset that has been recognized in equity is amortized to income statement over the remaining life of the
investment using the EIR. Any difference between the new amortized cost and the expected cash flows is
also amortized over the remaining life of the asset using the EIR. If the asset is subsequently determined to
be impaired then the amount recorded in equity is reclassified to income statement.

The Micro finance may reclassify a non-derivative trading asset out of the 'held-for-trading' category and
into the'loans and receivables' category if it meets the definition of loans and receivables and the Micro
finance has the intention and ability to hold the financial asset for the foreseeable future or until maturity.
If a financial asset is reclassified, and if the Micro finance subsequently increases its estimates of future
cash receipts as a result of increased recoverability of those cash receipts, the effect of that increase is
recognized as an adjustment to the EIR from the date of the change in estimate.

De-recognition of financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial
assets) is primarily delecognized (i.e. removed from the Micro finance's statement of financial position)
when:

The rights to receive cash flows from the asset have expired, or

The Micro finance has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
'pass-through' arrangemenf and either the Micro Finance has transferred substantiaily all the risks and
rewards of the asset, or

q

The Micro finance has neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.

When the Micro Finance has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement it evaluates if and to what extent it has retained the risks and rewards of
ownership. When it has neither transferred nor retained substantially all of the risks and rewards of the
asset, nor transferred control of the asset, the Micro Finance continues to recognize the transferred asset to
the extent of the Micro finance's continuing involvement. In that case, the Micro finance also recognizes an
associated liability. The transferred asset and the associated liability are measurecl on a basis that reflects
the rights and obligations that the Micro Finance has retained

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of
Micro Finance could be to repay
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO TI{E FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 202s

(In Ethiopian Birr)

Impairment of financial assets

The Micro Finance assesses at each reporting date, whether there is any obiective evidence that a financial

asset or a group of .financial assets ls lmp"airecl. An imfairment exists if one or more events that has

occurred since the initial recognition of the asset (an incurred 'loss event'), has an impact on the estimated

future cash flows of the financial asset or the group of financial assets that can be reliably estimated'

Evidence of impairment may include inciications thatihe borrower or a group of borrowers is experiencing

significant financial difficulty. The probability that they witl enter Bankruptcy or other financial

reorganization, default or delir-,qu"ncy in interest or principal payments and, where observable data

indilates that there is measurable decrease in the estimated fufure cash flows, such as changes in arrears or

economic conclitions that correlate with defaults'

Financial assets carried at amortized cost

For financial assets carried at amortizecl cost (such as loans and receivables), the Micro Finance first

assesses individually whether objective evidence of impairment exists for financial hssets that are

indivic{ually significant, or collectively for financial assets that are not individually significant' Ifihe Micro

finance determines that no objective evidence of impairment exists for an individually assessed financial

asset, it includes the asset in a group of financial assets with similar credit risk characteristics and

collectively assesses them for impairment. Assets that are individually assessed for-impairment and.for

which an impairment loss is, or continues to be, recognizecl are not included in a collective assessment of

impairment.

If there is objective evidence that an impair:ment loss has been incurred, the amount of the loss is measured

as the difference between the assets's carrying amount and the present value of estimated future cash

flows (excluding future expected credit lorses that have not yet been incurred). The carrying amount of tf-re

asset is reducecl through thu ,r" of an allowance account and the amount of the loss is recognized in

income statement. Interest income continues to be accrued on the reduced carrying amount and is accrued

using the rate of interest used to discount the fufure cash flows for the purpose of measuring the

impairment los$.

The interest income is recorded as part of 'Interest and similar income'. Loans together with the associated

allowance are written off when there is no realistic prospect of futttre recovery and a1l collateral has been

realized or has been transferred to the Micro Finance. If, in a subsequent year, the amount of the estimated

impairment loss increases or decreases because of an event occurring after the impairment was

recognized, the previously recognized impairment loss is increased or reduced by adjusting the allowance

account. If a future write-off is later recovlrecl, the recovery is credited to the'loan impairment charge''

The present value of the estimated future cash flows is d.iscounted at the financial asset s original EIR If a

loan has a variable interest rate, the discount rate for measuring any impairrnent loss is the current EIR'
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30IUNE 2025

(In Ethiopian Birr)

The calculation of the present value of the estimated future cash flows of a collateralized financial asset
reflects the cash flows that may result frorn foreclosure less costs for obtaining and selling the collateral,
whether or not foreclosure is probable.

For the purpose of a.collective evaluation of impairment, kinancial assets are groupecl on the basis of the
Micro Finance's internal credit grading system, that considers credit risk characteristics such as asset type,
industry, geographical location, collateral type, past-due status and other relevant factors.

Future cash flows on a group of financial assets that are collectively evaluated for impairment are
estimated on the basis of historicatr loss experience for assets with credit risk characteristics similar to those
ir-r the Micro Finance.

Historical loss experience is adjusted on the basis of current observable data to reflect the effects of current
conditions on which the historical loss experience is based and to remove the effects of conditions in the
historical period that do not exist currently. Estimates of changes in future cash flows reflect, and are
directionally consistent with, changes in relatecl observable data from year to year (such as changes in
unemployment rates, property prices, commodity prices, payment status, or other factors that are
indicative of incurred losses in the Micro finance and their magnitude). f'he methodology and assumptions
used for estimating future cash flows are reviewed regularly to reduce any differences between loss
estimates and actual loss experience

Available-for-sale (AFS) financial instruments

Available-for-sale financial assets are impaired if there is objective evidence of impairment, resulting from
one or more loss events that occurred after initial recognition but before the reporting date, that have an
impact on the future cash flows of the asset. In addition, an available-for-sale equity instrument is
generally considered impaired if a significant or prolonged decline in the fair value of the instrument
below its cost has occurred. Where an available-for-sale asset, which has been remeasured to fair value
directly through equity, is impaired, the impairment loss is recognized in profit or loss. If any loss on the
financial asset was previously recognized directly in equity as a reduction in fair value, the cumulative net
loss that had been recognized in equity is transferred to profit or loss and is recognized as part of the

s
impairment loss. The amount of the loss recognized in profit or loss is the difference betlveen the
acquisition cost and the current fair value, less any previously recognized impairment loss.

If, in a subsequent period, the amount relating to an impairment loss decreases and the decrease can be
linked objectively to an event occurring after the impairment loss was recognized, where the instrument is
a debt instrument, the impairment loss is reversed through profit or loss. An impairment loss in respect of
an equity instrument classified as available-for-sale is not reversed throtrgh profit or loss but accounted for
directly in equity
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ADEDAY MICRO FINANCE INSTITUTION S.C.

il{OTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025

(In Ethiopian Birr)

Renegotiated loans

Where possible, the Micro Finance seeks to restructure loans rather than to take possession of collateral.
This may involve extending the payment arrangements apd the agreement of new loan conditions" Once

the terms have been renegotiated any impairment is meastrred using the original EIR as calculated before

the modification of terms and the loan is no longer considered past due. Management continually reviews
renegotiated loans to ensure that all criteria are met and that future payments are likely to occur. The loans
continue to be subject to an individual or collective impairment assessment, calculated using the loan's
original EIR.

Collateral valuation

The Micro Finance seeks to use collateral, where possible, to mitigate its risks on financial assets. The
collateral comes in various forms such as cash via cash and property. The fair value of collateral is
generally assessed, at a minimurn, at inception and based on the Micro Finance's reporting schedule. To
the extent possible, the Micro Finance uses active market data for valuing financial assets, held as

collateral. Other financial assets which do not have a readily determinable market value are valued using
models.

Collateral repossessed

Repossessed collateral represents financial and non-financial assets acquired by the Micro Finance in
settlement of overdue loans. The Micro Finance's policy is to determine whether a repossessed asset is best
used for its internal operations or should be sold. Assets determined to be used for internal operations are
initially recognized at the lower of their repossessed value or the carrying value of the original secured
asset and included in the relevant assets depending on the nature and the Micro Finance's intention in
respect of recovery of these assets, and are subsequently remeasured and accounted for in accordance with
the accounting policies for these categories of assets. Assets that are determined better to be sold are
immediately transferred to assets held for sale at their fair value at the repossession date in iine with the
Micro Finance's policy.

2.5.2. Financial liabilities

Initial recognition and measurement

Financial liabilities are classified at initial recognition, as financial liabilities at Iair value through profit or
loss and other financial liabilities.

All financial liabilities are recognized initially at fair value and, in the case of other financial liabilities, net
of directly attributable transaction costs. The Micro Finance's financial liabilities include custorner deposits
and other liabilities. Interest expendifure is recognized in interest and similar expense.
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ADEDAY MICRO F'INANCE INSTITUTION S.C.

}.TOTES TO THE FINANCIAI, STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025

(In Ethiopian Birr)

Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below:

Financial liabilities at amortized cost

Financial instruments issued by the Micro Finance, tt ut url not designated at fair value through profit or
loss but are classified as financial liabilities at amortized cost, where the substance of the contracfual
arrangement results in the Micro finance having an obligation either to deliver cash or another financial
asset to the holder, or to satisfy the obligation other than by the exchange of a fixed amount of cash or
another financial asset for a fixed number of own equity shares.

After initial measurement financial liabilities at amortized cost are subsequently measured at amortized
cost using the effective interest rate (EIR). Amortized cost is calculated by taking into account any discount
or premium on the issue and costs that are an integral part of the EIR.

The Micro finance's financial liabilities carried at amortized cost comprise of customer deposits, margin
held on letter of credit and long term deposits.

De-recognition of financial liabilities

Financial assets are derecognized when the contractual rights to receive the cash flows from these assets
have ceased to exist or the assets have been transferred and substantially all the risks and rewards of
ownership of the assets are also transferred (that is, if substantially all the risks and rewards have not been
transferred, the Bank tests control to ensure that continuing involvement on the basis of any retained
powers of control does not prevent de-recognition).

Financial liabilities are derecognized when they have been redeemed or otherwise extinguishecl.

Offsetting financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount reported in the statement of financial position
where The Microqfinance has a legally enforceable right to offset the recognized amounts, and there is an
intention to settle on a net basis or realize the asset and settle the tiability simultaneously. The legal
enforceable right must not be contingent on future events and must be enforceable in the normal course of
business and in event of default, insolvency or bankruptcy of the Micro Finance or the counterparty

2.6. Cash and cash equivalent

Cash and cash equivalent comprises balances with less than three month's maturity from the date of
acquisition, including cash in hand, deposit held at call with banks and other short term highly liquid
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ADEDAY MICRO FINANCE INSTITUTION S.C.
NOTES TO THE F'INANCIAL STATEMENT
F',OR THE YEAI{ EDNED 30 JUNE 202s
(In Ethiopian tsirr)

2.7. Financial risk management

Introduction

Risk is inherent in Micro Finance's activities, but'is managLa throrrgh a process of ongoing iclenti{ication,
measurement and monitoring, subject to risk limits and other controls. This process of risk management is
critical to the Micro Finance's continuing profitability and each individual within the Micro Finance is
accountable for the risk exposures relating to his or her responsibilities.

The Micro Finance is exposed to credit risk, liquidity risk and market risk. The indepenclent risk control
process does not include business risks such as changes in the environrnent, technology and industry. The
Micro Finance's policy is to monitor those business risks through the Micro Finance's strategic planning
process.

Risk rnanagement structure

Risk management is one component of all core processes of the Micro Finalcc. In its day'to-day activities
the Micro Finance is exposed to various types of risks, the most important of which are credit risk,
liquidity risk, interest rate risk and operational risk. The Micro Finance has established a comprehensive
risk management system in line with internationally accepted risk management principles and best
practices with the necessary adoption to suit its core business activity.

The Board of Directors has overall responsibility for the establishment and oversight of the Micro
Finance's risk management framework.

The Micro Finance's risk management and control is based on the following key principles

The board of directors approves the risk management policies of the Micro Finance and ensures their
implementation.

The management is responsible for implementing the policies in a malner that lirnits risks associated with
each risk exposure.

The Independenf Risk Management Department is established to review compliance with the approved
risk management policies and various risk related committees are established whicl-r u." ,urpo*iblu fo,
the implementation of the risk management policies.

Risk measurement and reporting systems

TI're Micro Finance's risks are measured using a method that reflects both tire expectec{ loss likely to arise
in normal circumstances and unexpected losses, which are an estjmate of the ultimate acfua1 loss based on
statistical models. The models make use of probabilities clerived from historical experience, adjusted to
reflect the economic environment.

The Micro Finance also runs worst-case scenarios that woulcl arise in the event that extreme events which
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Risk mitigation

Risk controls and mitigates, identified and approved for the Micro Finance, are docurnented for existing
and new processes and systems. The adequacy of these mitigates is testecl on a periodic basis through
administration of coptrol self- assessment questionnaire$ using an operational risk management tool
which requires risk owners to confirm the effectiveness of established controls.

2.7.1. Credit Risk Management

Credit risk is the probability that a counterparty of the Micro Finance will not meet its obligations in
accordance with agreed terms and conditions which rnay lead to financial loss. The Micro Finance is

exposed to credit risk due to activities such as loans and advances, loan commitments arising from lending
activities, credit enhancement provided such as financial guarantees and letter of credit. The Micro
Finance adopts a conservative approach to credit risk. In measuring credit risk of loans and receivables to
various counterparties, the Micro Finance considers the character and capacity of the obligor to pay or
meet contracfual obligations, current exposures to thc counter party/obligor and its likely future
developments, credit history of the counterparty /obligor; and the likely recovery ratio in case of default
obligations-value of collateral and other rvays out. The entity's policy is to lend principally on the basis of
our customer's repayrnent capacity through cluantitative and qualitative evaluation. However we ensure
that our loans are backed by collateral to reflect the risk of the obligors and the nature of the facility. In the
estimation of credit risk, the entity estimates the following parameters:

Probability of Default
This is the probability that an obligor or counterparty will default over a giver-r period, usually one year.
This can be calculated on portfolio by portfolio basis or collectively clepending on availability of historical
data.

Loss Given Default

Loss Given Default is defined as the portion of the loan determined to be irrecoverable at the time of loan
default (1 - recoVery rate). Our methods for estirnating LGD includes both cluantitative and qualitative
factors.

Exposure at Default

This represents the amount that is outstanding at the point of default. Its estimation includes the dran n
amount and expected utilization of the undrawn commitment at default.

Financial instruments by category

The Micro Finance's financial assets are classified into the following measurement categories: available-for-
sale and loans and receivables and the financial liabilities are classified into other liabilities at arnortized
cost. Financial instruments are classified in the statement of financial position irr accordance with their
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The Micro Finance's classification of its financial assets is summarized 30 June 2025, 1. Jt:Jy 2024, is

represented in the table below

30-Iun-25

Casll and Cash Equivalence

Loan and advance to custome:

Investment Securitiesl

Available for sale

Other assets

Total

30-Iun-24

Cash and Cash Equivalence

Loan and advance to custorne.

Investment Securities :

Available for sale

Other assets

Total

2,940,000 2,940,000

27,033,73327,033,733

___3240 p0O_ _J,Oe9ZI9,SS}_ _J,101 X1O,553_

Notes

11.

12

Available for
sale

Loan and
Receivable

( Total

199,633,631"

872,1.03,1.89

199,633,631"

872,1,03,1,89

13

1.4

13

1.4

Notes

11,

12

Available for
sale

Loan and
Receivable

Total

'1,54,336,471,

790,256,853
1"54,336,41,'.1,

790,256,853

981,000

42,556,612
98L,000

42,556,6'1,2

981,000 987,'1,49,876 _*_2quqq4zs_

Loans and receivables that are not specifically impaired are assessed trnder collective impairment. For the
purpose of collective in'rpairment, financial assets are grouped on the basis of similar credit risk
characteristics that are indicative of the debtors' ability to pay all amounts due according to contractual
terrns. The firnr generally bases its analyses on historical experience. The collective assessment takes
account of data from the loan portfolio (such as historical losses on the portfolio, levels of arrears, credit
utilization, loan to collateral ratios and expected receipts and recoveries once impaired) or economic data
(such as current economic conditions, unemployment levels and local or industry-specific problems). The
approximate delay between the time a loss is likely to have been incurred and the time it will be identified
as requiring an{ndividually assessed impairment allowance is also taken into consideration.

Credit related commitments risks

The Micro Finance holds collateral against loans and receivables to customers in the form of properfies.
Estimates of fair value are based on the value of collateral assessed at the time of borrowing, and generally
are not updated except when a loan is individually assessed as impaired.

4

It+1.X

ar
a

r'.'tr

a

u)
(_)
z

(
r-loN

,14..e

hl?

i

,,

&

t
25

^L-

Boe,V ol

H
+



\-

\r

\r

Ll

\/

Lz

\{

\{

\r-a

1"1.

12

13

14

ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025

(In Ethiopian Birr)

2.7,2. Mlaximllrn exposure to credit risk before collateral held or credit enhancements

Types of credit exPosure
(

The Micro Finance,s maximum exposure to credit risk at sorJune 2025, go lrne 2024, is represented by the

net carrying amounts in the staternent of financial position'

Activities Notes 30-]un-25 30'Jun-24

Cash and Cash Equivalence

Loan and advance to custon

Available for
sale
Other assets

Credit risk exposures relatir

Total

Loan and advance to custon

Staff loan
Interest receivables

Special mention
Pass

Substandard

Doubtful
Loss

199,633,631.

872,L03,1B9

2,940,000

27,033,733

\54,336,41L
790,256,853

981,000

42,556,612

u

Loans and receivables at amortized cost

Gross loans and. receivables to customers are analyzed at 30 June 2025, 30 June 2024, is represented as

follows:

Activities Notes 30-Jun-25 30-lun-24

L,101,710,553 988,130,876

608,817,023 602,666,158

6,356,166 3,999,389

,727 2L6,7Z3,182

88'1.,561.,9L6 823,388,729

Gross loans afld receivables to customers per National Bank of Ethiopia's impairment guidelines are

analyzed as follows:

Activities Notes aa{q4zq 30-lun-24

600,145,827 594,232,176

428,262

700,352
13,898,748
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The above table represents a worst case scenario of credit risk exposure of the Micro Finance as at the
reporting dates without taking account of any collateral held or other credit enhancements attached. The

exposures are based on net carrying amounts as reported in the statement of financial position.
Management is confident in its ability to continue to cqntrol and effectiveiy manage the credit risk
exposure ir-r the Micro Finance's loan and advances portfoliol

2.7.1. Credit quality analysis
Credit quality of loans and advances to customers

L-

\-

l-

\-

f{ Report
period T'otal

Net
Balance

Neither past Past due but
due nor not
iurpaired impaired

Impaired
Impairment
allowance

L- 30-]un-25

30-lan-24

615,173,L89

606,665,548

11.,350,326

12,433,371.00

6L5,173,1.89 603,822,863

606,665,548 594,232,177

Ls

,\{

Ls

Loans and receivables - neither past due nor impaired

The credit quality of the portfolio of loans and receivables that were neither past due nor impaired can be
assessed by reference to the customer's ability to pay based on loss experience. Loans and receivables pass
due for less than 90 days are classified in this category.

Loans and receivables - past due but not impaired

I-oans and receivables that have been classified as neither past due nor impaired nor past due but not
impaired are assessed on a collective basis.

2.7.2. Collateral held and their financial effect

The general creditworthiness of a customer tends to be the most relevant inclicator of credit quality of a
loan extended to it. However, collateral provides additional security and the firm generally requests that
corporate borrowers provide it. Staff loans are secured to the extent of the employee's continued
employment inlhe Micro Finance. The firm may take collateral in the form of a first charge over real estate,
Iiens and guarantees. The firm does not sell or pledge the collateral in the absence of default by the owner
of the collateral. For impaired loans, the Micro Finance obtains appraisals of collateral because the fair
value of the collateral is an input to the impairment measurement.

The fair value of the collaterals is based on the last revaluations carried out by the Micro Finance's in-house
engineers. The fair value of collaterals other than properties such as share cert.ificates, cash, NBE bills etc.
as disclosed at the carrying amount as management is of the opinion that the cost of the process of
establishing the fair value of the collateral exceecls benefits accruable f.rom the exercise.

a

l't t

!

(r

\
i

I (
/

(i

h,'
4.a
a

'I

IION

9,

bqt *
t

4rna+tal

.,-t:,'rt ,:

\/



--
aL-

LlJ

alr

ag

Llr

a,v

lr\{

r-\r

lr\J

rlM

|^.-

=--

_:.

---

-_-

j_/

?/

ADEDAY MICRO FINANCE INSTITU'I'ION S.C.

NOTES TO'TI{E FINANCIAL STATEMEN'I'
FORTr{E YEAR EDNED 30 JUNE 202s

(In Ethiopian Birr)

2.7.3. Liquidity risk

Liquidity risk is the risk that the firm cannot rneet its maturing obligations vvhen they become due, at

reasonable cost and in a timely manner. Liquidity risk arises because of the possibility that the firm might

be unable to rneet its payment obligations when they fall due as a result of mismatches in the timing of the

cash flows under both normal and skess circumstances. ftre main objective of the Micro Finance's

liquidity risk framework is to maintain sufficient liquidity in order to ensure that the firm meets its

maturing obligations.

Management of liquidity risk

Cash flow forecasting is performed by the finance deparbrrent. The finance department monitors rolling
forecasts of liquidity requirernents to ensure it has sufficient cash to meet operatiolral needs. The Micro
Finance evaluates its ability to meet its obligations on an ongoing basis. Based on these evaluations, the

firm devises strategies to manage its liquidity risk. Prudent liquidity risk management implies that
sufficient cash is maintained and that sufficient funding is available of meet its liabilities when due, under
both normal and stressed conditions, without incurring unacceptable losses or risk damage to the firm's
reputation.

Market risk

Market risk is the risk that changes in market prices, which include currency exchange rates and interest
rates, will affect the fair value or future cash flows of a financial instrument. Market risk arises from open
positions in interest rates and foreign currencies, both of which are exposed to general and specific market
movements and changes in the level of volatility. Tl-re objective of market risk management is to manage
and control market risk exposures within acceptable limits, while optimizing the return on risk.

Management of market risk

The main objective of Market Risk Management is to manage and control rnarket risk exposures n'ithin
acceptable parameters, while optimizing the return on risk. Market risk is monitored by the risk
management department on regularly, to identi$u any adverse movement in the underlying variables.

Interest rate risk

Interest rate risk is a risk resulting from changes in interest rates. It is the probability that the rising and
falling of interest rates will adversely affect the Micro Finance's interest margin or the value of its net
worth. The firm often revises its lending rate across segments of the credit portfolio based on the changes
in the cost of funds, reserve requirements and the perceived risk in each credit portfolio segment to keep
the overall profitability

2,7.4 Fait value of financial assets and liabilities

IFRS 13 requires an entity to classify measured or disclosed fair values according to a hierarchy that reflects
the significance of observable inputs. A11 assets and liabilities for which fair value is measured or disclosed
in the financial statements are categorized within the fair value hierarchy, which comprises of three levels

as describecl

whole.
the lowest level input that is significant to the fair value measurement as a
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Fair value at initial recognition

When an asset is acquired or a liability is assumed in an exchange transaction for that asset or liability, the
kansaction price is the price paid to acquire the asset or recqived to assume the liability (an entry price). In
contrast, the fair value of the asset or liability is the price thdt would be received to sell the asset or paid to
transfer the liability (an exit price). Adeday MFI necessarily use, depreciated or expensed assets at the
prices paid to acquire them. Similarly, transfer liabilities at the prices received to assume them.

Valuation models

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
techniques are observable or unobservable. Observable input reflects market clata obtained from
independent sources; unobservable inputs reflect the Micro Finance's mar-ket assumptions. All assets and
liabilities for which fair value is measured or disclosed in the financial statements are categorized within
the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value nreasurement as a whole.

Level 1: Inputs that are quoted market prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date.

Level 2: Inputs other than quoted prices included within Level L 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 rnarkets for similar instruments; quoted prices for
identical or similar instruments in markets that are considered less than active, or other valuation
technique in which all significant inputs are directly or indirectly observable from market data

In conclusion, this category is for valuation techniques for which the lowest level input that is significant to
the fair value measurement is directly or indirectly observable.

Level 3: Inputs for the asset or liability that is not based on observable market data (unobservable
inputs).This ca(egory includes all assets and liabiiities for which the valuation technique includes inputs
not based on observable date and the unobservable inputs have a significant effect on the asset or liability,s
valuation.

This category includes instruments that are valued based on quoted prices for similar instruments for
which significant unobservable adjustments or assumptions are required to reflect differences between the
instruments.
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Financial inskuments not measured at fair value - Fair value hierarch

The following table summarizes the carrying amounts of financial assets and liabilities at the reporting

date by the level in the fair value hierarchy into which the fair value measurement is categorized. The

amounts are based on the values recognized in the statemen{ of financial position.

30-)un-25 Level 3 Total

Financial assets
Cash and cash equivalent
Loans and advance
Investment securities
Financial liabilities
Deposits from customers
Revolving fund
Borrowings From Bank

30-Jun-24 Level 3 Total

Financial assets

Cash and cash equivalent
Loans and advance
Investment securities
Financial liabilities
Deposits from customers
Borrowings and revolving fund
Borrowings From Bank

11"

12

13

11

12

13

199,633,63L
872,103,1,89

2,940,000

786,365,531
2,793,750

1.47,428,076

199,633,631.

872,1,03,190

2,940,000

742,365,532
2,793,750

146,643,627

18

20

19

18

20

1.9

1"54,336,41't

790,256,853
981,000

726,470,239
2,008,278

117,913,679

L54,336,41"1.

790,256,853
981,000

726,4L0,239
2,008,278

117,913,679

2.8. Property, Plant and Equipment (IA5-16)

In April 2001 the International Accounting Standards Board (IASB) adopted IAS 16 Property, Plant and
Equipment, which had originally been issued by the International Accounting Standards Comrnittee in
December 1993. IAS 16 Property, Plant and Equipment replaced IAS 16 Accounting for Property, Plant and
Equipment (issued in March 1982). IAS 16 that was issued in March 1982 also replaced some parts in IAS 4
Depreciation Alcounting that was approved in November 1975.

Adeday Microfinance Share Company (AMFSC) initially recognized all property, plant and equipment
(PPE) at cost, and subsequently carried at cost less accumulated depreciation and accumulated impairment
losses. Subsequent expenditure relating to property, plant and equipment that has already been recognized
is added to the carrying amount of the asset only when it is probable that future economic benefits
associated with the item will flow to the entity and the cost of the item can be measured reliably. All other
repair and maintenance costs are recognized in profit or loss when incurred.

Parts of some items of PPE may require replacements or major overhauls at regular intervals. AMFSC
allocates the amount initially recognized in respect of an item of PPE to its significant parts and depreciates
separately each significant part if those parts have different useful lives. The carrying amount of the
replaced p
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AMFSC shall not depreciate Freehold land. Furthermore, construction in Progress is not also depreciated,
as these assets are not yet ready for use. They are disclosed when they are reclassified during the period.
Depreciation on other items of PPE is calculated using the straight-line method to allocate their depreciable
amounts over their estimated useful lives as follows: I

Asset Class

Buildings
Motor vehicles
Furniture anci fixtures
Computer and Ellectronics
Cash safe IJox

hi ",

Depreciation
Rate (Years)

50

20

10

10

10

Itesidual value
(%)

0

0

0

0

0

AMFSC commences depreciation when the asset is available for trse.

The residual values, estimated useful lives and depreciation method of PPE are revicweel, and adjusted as
appropriate, at each balance sheet date. The effects of any revision are recognized in profit or loss when the
changes arise.

The cost of an item of property, plant and equiprnent shall be recognizecl as an asset if, and only if the ppE
probable that future economic benefits associated with tire item will flow to the institution of and the cost
of the item can be only measured reliably.

An item of property, plant and equipment and any significant part initiall,rz recognized is derecognized
upon disposal or when no future economic benefits are expected from its use d.isposal. The difference
between the disposal proceeds and its carrying amount is recognized in profit or loss statement.

Carrying amount is the amount at which an asset is recognized after d.educting any accumulated
depreciation and accumulated impairment losses.

Cost is the amdunt of cash or cash equivalents paicl or the fair value of the ot.her consideration given to
acquire an asset at the time of its acquisition or construction or, where applicabie, the amount atlributed to
that asset when initially recognized in accordance with the specific requirements of other IFRSs, eg IFRS 2
Share-based Payment.

Depreciable amount is the cost of an asset, or other amount substituted for cost, less its resiclual value.

l)epreciation is the systematic allocation of the depreciable amount of an asset over its useful life.

Entity-specific value is the present value of the cash flows an entity expects to arise from the continuing
use of an asset and from its disposal at the end of its useful life or expects to incur when settling a liability.

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

)
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An impairment loss is the arnount by which the carrying amount of an asset exceeds its recoverable

amounL. Property, plant and equipn-rent are tangible items thati (a) are held for use in the production or
supply of goods or services, for rental to others, or for administrative purposes; and (b) are expected to be

used durir-rg more than one period. Recoverable amount is the higher of an asset's fair value less costs to
sell and its value in use. 5

The residual value of an asset is the estimated amount that an entity would currently obtain from disposal

of the asset, after deducting the estimated costs of disposal, if the asset were already of the age and in the

condition expected at the end of its useful 1ife.

2.7. Other assei's

Other assets are generally defined as claims held against other entities for the future receipt of money. The
other assets in Adeday's financial statements include the following:

a) Prepayment

Prepayments are payments made in advance for services to be enjoyecl in future. The amount is initially
capitalized in the reporting period in which the payment is made and subsequently amortized over the
period in whicl-r the service is to be enjoyed.

b) Trade and other receivables

Other receivables are recognized upon the occurrence of event or tlansaction as they arise and cancelled
when payment is received

The Adeday's other receivables are rent receivables and other receivables from debtors and others.

c) Inventory (AIS-2)

In April 2001 the International Accounting Standards Board (IASB) adopted IAS 2 Inventories, which had
originally been issued by the International Accounting Standards Comntttee in December 193. IAS 2
Inventories replaced IAS 2 Valuation and Presentation of Inventories in the Context of the Historical Cost
System (issued in October 1975).In Adeday MFISC Inventories include office supplies and others have age
one year and below.

2.9. Fair value measurement

The Bank measures financial instruments classified as available-for*sale at fair value at each statement of
financial position date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on
the presumption that the kansaction to sell the asset or transfer the liability takes place either in the
principal market for the asset or liability, or in the absence of a principal nrarket, in the most advantageous
market for the asset or liability.
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The principal or the most advantageous market must be accessible to by Adeday. The fair value of an asset

or a liability is measured using the assumptions that market participants would use when pricing the asset

or liability, assuming that market participants act in their economic best interest. Adeday uses valuation

techniques that are appropriate in the circumstances and fo1 which sufficient data are available to measure

fair value, maximizing the use of relevant observable inp\rts and minimizing the use of unobservable

inputs.

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

categorized within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

. Level one - quoted (unadjusted) market prices in active markets for identical assets or liabilities.

. Level'fwo - Valuation techniques for which the lowest level input that is significant to the fair value
rneasuremerlt is directly or indirectly observable.

. Level Three - 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 recurting basis, Adeday
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 nieasurement as a whole) at the end of
each reporting period.

Adeday's managernent determines the policies anc{ procedures for both recurring fair value measurement
such as available-for-sale financial assets. For the purpose of fair value disclosures, Adeday 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

2.10. Impairment of non'financial assets
a

Adeday assesses, at each reporting date whenever there is any objective evidence or indication that these

assets may be impaired. For the purpose of impairment tesring, the recclverable amount (i.e. the higher of
the fair vaiue less cost to sell and the value-in-use) is determined on an individual asset basis unless the
asset does not generate cash inJlows that are largely independent of those from other assets. If this is the
case, the recoverable amount is determined for the CGU to which the asset belongs.

If the recoverable amount of the asset (or CGU) is estimated to be less than its carrying amount, the
carrying amount of the asset (or CGU) is reduced to its recoverable amount. The difference between the
carrying amount and recoverable amount is recognized as an irnpairment loss in profit or loss statement.
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An irnpairment loss for an asset other than goodwill is reversed if, and only if, there has been a change in
the estimates used to determine the asset's recoverable amount since the last irnpairment loss was

recognized. The carrying amount of this asset is increasecl to its revised recoverable amount, provided that

this amount does not exceed the carrying amount that] would have been determined (net of any

accumulated depreciation) had no impairment loss been recognized for the asset in prior years. A reversal

of impairment loss for an asset other than goodwill is recognized in profit or loss statement.

2.10. Leasehold land use right

The company has interred in to different leasehold land arrangements at different branches to be used for
branch office. The accounting treatn-rent of this leasehold land is based on IFRS 16; this standard was issued

in ]anuary 2016 (Effective 1 January 2019). It sets out the principles for tl-re recognition, measurement,

presentation and disclosure of leases. The objective is to ensure that lessees and lessors provide relevant
information in a manner that faithfully represents those transactions. The standard introduces a single

lessee accounting model and requires a lessee to recognize assets and liabilities for all leases with a term of
more than 1.2 months, unless the underlying asset is of low value. A lessee is required to recognize a right-
of-use asset representing its right to use the underlying leased asset and a lease liability representing its

obligation to make lease payments. The term of the lease arrangement entered into is for 70 years use of
land where as its settlement is to be completed within 30 years.

2.L1. Employeebenefits

Adeday operates various post-employment schemes, including both defined benefit and defined
contribution pension plans and other employment benefits.

a) Defined conkibution plan

Pension scheme in line with the provisions oI Ethiopian pension of private organization employee's

proclamation 715/2}ll.Funding under the scheme is7% andll% by employees and Adeday respectively.

The pension scheme is based on the employees' salary. Employer's contributions to this scheme are

charged to prof{t or loss and other comprehensive income in the period in which they relate.

b) Uefined benefit plan

The liability re-cognized in the statement of financial position in respect of defined benefit severance

payment is the present value of the defined benefit obligation at the end of the reporting period less the fair
value of plan assets. The defined benefit obligation is calculated annually by independent actuaries using
the projected unit credit method. The present value of the defined benefit obligation is determined by
discounting the estimated future cash outflows using interest rates of high' quality corporate bonds that
are denominated in the currency in which the benefits will be paid, and that have terms to maturity
approximating to the terms,of the related severance obligation.

The current service cost of the defined benefit plan, re'cognized in the income statement in employee

benefit expense, except where included in the cost of an asset, reflects the increase in the defined benefit
obligation resulting from employee service in the current year, benefit changes curtailments and
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Actuarial gains and losses arising from experience ac{justments and changes in actuarial assumptions are

chargecl or credited to equity in other comprehensive income in the period in which they arise.

c) Accrued Annual leave (
.i

For short-term employee benefits (accruecl annual leave) the undiscounted amount of the benefits expected
to be paid in respect of service rendered by employees in a period should be recognized in that period (as

IAS19). 'Ihe expected cost of short-term compensatecl absences should be recognizecl ais the employees
render service that increases their entitlement or, in the case of non-accunlulating absences, when
the absences occur.

Annual leave is among the short ternl benefits (such as \{ra{les and salary, sick ieave, maternity leave.)
Adeday MFSC of{ers to employees. We recogr-rize the uncliscounted amount of the benefits expected to be
paid in cash or (allow the annual leave) for the services given in the current year as liabilities of that
specific period. Adeday MFSC, however, recognizes the annual leave expense when employees actually
take the annual leave in cash, but has no the practice of recognition of the unused accrued annual leave in
the period benefits recognized.

d) Terrninatior benefits

Terminatiorr benefits are payable to employees when employment is terminated by Adeday before the
normal retirement date, or whenever an employee accepts voluntary reclundancy in exchange for these
benefits. Acleday has no such an experience

2.L2. I'rovisions

Provisions are recognized when the institution has a present obligation (legal or constructive) as a result of
a past event, it is probable that an outflolv of resources embodying economic benelits wiil be reo,uired to
settle the obligation and a reliable estimate can be made of tl-ie amount of the obligation. When Adeday
expects sonle or all of a provision to be reimbursed, for example, under an insurance contract, the
reimbursement is recognized as a separate asset, but only when the reimbursement is virtually certain. The
expense relating to a provision is presentecl in incon-re statement net of any reimbursemerrt.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate
increase in the provision due to the passage of time is recognized as other operating expenses.

2.L2.7. Changes in provisions

Provisions shall be reviewed at the end of each reporting period and acljusted to reflect the current
estimate. If it is no longer probable that an outflow of resources ernbodying economic benefits will be
required to settle the obligation, the provision shail be reversecl.

2.L3. Share capital

Incremental costs directly attributable t<l the issue of new shares or options or to the acquisition of a

business are shown in equity as a deduction, net of tax, from the pr.oceeds.
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ADEDAY MICRO FINANCE INSTI U]'ION S.C.

NOTES T'O'II.IE FINANCIAL STATEMENT'
FORTI-IE YIIAR EDNED 30IUNE 2025

(In Ethiopian llirr)

3 Signi{icant accounting judgments, estimates and assumptions

The preparation of Adeday's financial statements requires mallagement to make judgrnents, estimates and

urrr.*piio.,, that affect ihe reportecl amount of revenues, expenses, assets and liabilities, and the

acco.lpar,ying disclosures, as well as the clisclosure of c,ontingent liabilities' Uncertainty about these

ur.r*pUor1, Ind estimates coulcl result in outcomes that lequire a material adjustment to the carrying

amount of assets or liabilities affected in future periods.

3.1 Judgments

In the process of applying the Bank's accounting policies, management has made the following judgments,

which have the most significant effect on the amounts recognized in the financial statements:

Operating lease commitments - Adeday as lessee

Adeclay has entered into commercial property leases. Adeclay has determined, based on an evaluation of

the te11s a1d conditions of the arrangements, such as the lease term not constituting a substantial portion

of the economic life of the commercial property, that it cloes not retain all the significant risks and rewards

of ownership of these properties and accounts for the contracts as operating leases.

3.2 Estirnates 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 yeal', are described below. Adeday based its assumptions and estimates on

parameters avaiiable when the financial staternents were preparec{. Existing circumstances and

assumptions about future developments, howevet, may change due to market changes or circumstances

beyond the control of Adeday. Such changes are reflected in the assumptions when they occur.

Impairment losses on loans and receivables

Adeday reviews its loan portfolios {or impairment on an on-going basis. Adeday first assesses whether

objective eviclence of impairment exists individually for financial assets that are individually significant
and inclividually or collectively for financial assets that are not individually significant. Impairment
provisions arehlso recognized for losses not specificaliy identified but which, experience and observable

data inclicate, are presenting the portfolio art the c{ate of assessment. For indiviciually sigtrificant financial

assets that l-ras been deemed impaireci, managernent has deemed that cash flow from collateral obtained

would arise within 24 months where the iinancial asset is coliaterised.

Management uses estimates based on historical loss experience for assets with credit risk characteristics

and objective evidence of impairment sirnilar to those in the portfolio, when schecluling its future cash

flows. The methodology and assumptions usecl for estimating both the amount and timing of future

cash llows are reviewed regularly to reduce any diflerences between loss estimates and actual loss

experience.
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ADEDAY MICITO FINANCE INSTI'I'U1-ION S.C.

NOTES TO THE FINANCIAL STATEMEN'I'
FORTI{E YEAIi EDNED 30 JUNE 2025

(In Ethiopian llirr)

The use of historical loss experience is suppleurented with significant management judgment to assess

whether current economic and credit conditions are such that the actual level of inherent losses is likely to

differ from that suggested by historical experience. In normal circumstances, historical experience provides

objective and relevant information from which to assess inherent loss within each portfolio. In other

circumstances, historical loss experience provicles less rel$zant information about the inherent loss in a

given portfolio at the balance sheet date, for example, where there have been changes in economic

conditions such that the most recent trends in risk factors are not fully reflected in the historical

information. In these circumstances, such risk factors are taken into account when calculating the

appropriate levels of impairment allowances, by adjusting the impairment loss derived solely from
historical loss experience.

The detailed methodologies, areas of estimation and judgment applied in the calculation of the Adedy's
impairment charge on financial assets are set out in tire financial risk management section.

The estimation of impairment losses is subject to uncertainty, which has increased in the current economic

environment, and is highly sensitive to factors such as the level of economic activity, unemployment rates,

property price trends, and interest rates. The assumptions underlying this judgment are highly subjective.

The methodology and the assumptions used in calculating impairment losses are reviewed regularly in the

Iight of differences between loss estimates and actual loss experience.

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 measured based on qucltecl prices in active markets, their fair value is measured using
valuation techniques including the discounted cash flow (DCF) model. The inputs to these models are

taken from observable markets where possible, but where this is not feasible, a degree of judgment is

required in establishing fair values. Judgments include considerations of inputs such as liquidity risk,
credit risk and volatility. Changes in assumptions about these factors could affect tl-re reported fair value of
financial instruments.

Defined bcncfit plans

The cost of the defined benefit pension plan, Iong service awards, gratuity scheme and post-employment
medical benefits and the present value of these defined benefit obligations are determined using actuarial
valuations. An actuarial valuation involves making various assumptions that may differ from actual
d.evelopments ?n the future. These include the determination of the discount rate, future salary increases,

and future pension increases. Due to the complexit.ies involved in the valuation and its long-term nature, a
defined benefit obligation is highly sensitive to changes in these assumptions. All assumptions are

reviewed at each reporting date.

Depreciation and carryring value of property, plant and equipment

The estimation of the useful lives of assets is based on management's judgment. Any material adjustment
to the estimated useful lives of items of property and equipment will have an impact on the carrying value
of these items.

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable
amount, which is the higher of its fair value less costs of disposal and its value in use. The fair value less

costs of disposal calculation is based on available data {rom binding sales transactions, conducted. at arrn s

length, for observable market prices less incremental costs for disposing of the asset.
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025
(In Ethiopian tsirr)

4 Interest Income

Activities

Interest incor.ne from loan
interest income frorn deposit

Total Interest Income

5 Interest Expense

Activities

Personal saving interest expense

Compulsory saving interest expense
Time deposit interest expense
Interest on borrowings

Total Interest Expense

6 Fee and Commission Income

Activities

Services Revenue
Bank Service Charge

Net Fees and commission income

7 Other operating Income

Activities

SaIe of pass book
Cash overage
Penalties
Business plan
ER-ACP Revolving fund
Rental income
Other income
Interest

Reversal of impairment loss
Total other Operating income

30-Jun-25 30-lun-?4

115,374,687

4,772,218

90,306,706

3,017,354

93,324,060120,146,905

30-Jun-25 30-lw-24

35,008,673

6,418,977

4,226,257

18,311,540

34,172,746

4,901,189

19,6\5,894

63,965,447 52,689,769

30-]un-25 30-Jun-24

8,031

e40)
18,362

(12,980)

(79,909) 5,382

30-Jun-25 30-Jun-2i1

"14,654

230,036

13,'1,45

463,450

6,276,157

360,000

12,197,197

249,712

136,U6
16,2-19

520,08f

6,972,389

19,554,639

768,962

7,924,880

2,073,974
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 IUNE 202s
(In Ethiopian llirr)

8 Loan impairment charge

Activities

Provision Current year
Beginning Provision
Provision reversed
Comprehensive Income

9 Employee Benefit Expense

Movement in Employee Benefit Expense

Salary and Wages

Accrued annual leave reclassification used annual leave
Cash indemnity
Pension
Uniform
Medical
Employes incentive / prizng/
Hardship allowance
Over Time
Transport allowance
House rent allowance
Mobile allowance
Position allowance
Current Remuneration
Accrued Remuneration expense
Current Employee annual leave expense
Below Market rate -Interest expense

Total emp[oyee benefit

30-Jun-25 30-Jun-24

{
(8,827,694)

8,058,732

(768,962)

(8,827,694)

10,841.,607

2,013,913

(75qp62\ ?"049,91:?

30-Jun-25 30-]un-24

37,523,403

424,71,3

87,989
4,030,1,90

50,000

108,000

673,962
2,700

3,518,636

1,,981,,820

220,01,0

1,,228,067

1,,138,1,84

378,623

2,179,520
'1,399,995

19,120,500

885,365

71",067

1,,903,91,8

123,61"4

275,959
18,133

L,354,090
925,200
721,939
673,426
1,98,447

927,347

1,0,377

544,610

54,945,1L-t 26,939,1,57

Employee benefit expense includes reclassification of (salary and wage, and employee benefit as per
which was included in the operation expense, current employee annual leave expense incurred),
current service cost of 2025 and accrued annual leave as per IFRS.
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE FINANCIAL STA.TEMENT
F'OR THE YEAR EDNED 30 JUNE 2025
(In Ethiopian Birr)

L0 Other operating Expense

Activities
Per-diam and Travel
Office supplies
Rent
Communication
Fuel ancl Lubricant
I.icense Free
Sponsorship
Membership fee

Training and Workshop
Transportation
Advertisement
Entertainment
Repair and maintenance
Loading and unloading
Cleaning and Sanitation
Sundry
Accommodation
Municipality and licensing
Postal service
Document preparation
Audit fee
Consultant Expense
Water & Electricity
Interest expense-lease
Security expense
Damage expensr/ Other Expense

Total Other operating Expense

1'1' Cash and cash equivalent

Activities

Cash on hand
Cash at bank

Cash and Cash Equivalent

30-jun-25 30-jun-24

1",649,545

3,669,215
7,657,225

2,184,753
466,70L

130,987
1,195,400

4L,900

1,91L,0L8
369,356

1",117,980

73,561
626,805
936,33L

27,607
90,588

481,,190

81L,263
17,536
23,444

330,000

1,072,142
L,997,446
4,29L,300

403,21"6

290,247

45,248

4,366,743
160,990

2,442,764

25,000

1",287,612

517,797

1.,46-l_,629

11.4,846

689,454
\39,940

7,350
7,300,876

297,221,

349,350

1.4,774

9,467

132,000
1,,097,930

1"06,820

7,583,295
1,,694,480

33,186,400

Interest expe\se was re-measured from the outstanding balance of 2025 severance pay as per IFRS and

interest expense-on lease was recognized as per IFRS. Other figures are taken from the comPany

previous ledger,

The effective interest rate is used to compute interest of leasehold land obligation from the outstanding

balance which is 0.6%.

30-jun-25 30-Jun-24

19,744,900

179,888,731

10,340,649

L43,995,802

154,336,417,
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ADEDAY MICRO FINANCE INSTITUTION S.C.
NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 3oIUNE 2025
(In Ethiopian Birr)

12 Loan and Advance to Customers

Activities 30-Jun-25 30-jun-24

Outstanding Loan to customers 
1

Outstanding Staff loan
Interest Receivable

Gross Loan and Advance
less: Loan provision

' Less; Accumulated Fair value adjustment of staff loan
Loan Provision Recover Income

Loan and advances to customer

Loan and advance to customers by sector

Agriculture
Trade
Manufacturing
Construction
Service
Housing
Others

823,388,729
(9,827,694)

(544,6'1.0)

(23,759,572)

872,103,189 790,256,853

30-]un-25 30-lun-24

608,817,023

6,356,L66

266,388,727

602,666,1,58

3,999,389
216,723,182

981.,561.,9L6

(8,058,732)
(1,399,995)

48,593,564
32'1.,096,080

27,590,565
57,080,242

130,989,492

44,817,908

3L0,'1.03,L47

17,122,317

5,626,543
125,330,184

70,476,627

29,189,43223,467,080
608,817,023 602,666,158

Impairment assessment

The entity assesses its impairment for the purpose of IFRS reporting using a two-way approach which
are Individual assessment and porffolio assessment.

a) Individual assessment

The entity reviewed and revised existing impairment triggers for each loan asset porffolio to ensure
that a trigger*identifies a loss event as early as possible, which would result in the earliest possible
recognition of losses within the IFRS framework. The entity then estimated the impairment based on
the shortfall between the present value of estimated future cash flows and the asset carrying amount.
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ADEDAY \IICRO FI\ANCE I\STITUTIO\ S.C.
NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025
(In Ethiopian Birr)

b) Collective assessment

Loans and receivables that are not speci{ically impaired are assessed under collective impairment. For
the purpose of collective impairment, financial assets are grouped on the basis of similar credit risk
characteristics that are indicative of the debtors' ability topay all amounts due according to contractual
terms. The entity generally bases its analyses on historicdl experience. The collective assessment takes

account of data from the loan portfolio (such as historical losses on the portfolio, levels of arrears,
credit utilization, loan to collateral ratios and expected receipts and recoveries once impaired) or
economic data (such as current economic conditions, unemployment levels and local or
industry-specific problems). The approximate delay between the time a loss is likely to have been

incurred and the time it will be identified as requiring an individually assessed impairment allowance
is also taken into consideration. The impairment allowance is reviewed by credit management to
ensure alignment with the Micro Finance's overall policy.

Statement of Prudential adjustments

Provisions under prudential guidelines are determined using the time based provisioning prescribed
by the National Bank of Ethiopia (NBE) Directives. This is at variance with the incurred loss model
required by IFRS under IAS 39. As a result of the differences in the methodology/provision, there will
be variances in the impaitments allowances required under the two methodologies.

The directive No, MFI 28/2016 stipulates that Micro Finance would be required to make provisions for
loans as prescribed in the relevant IFRS Standards when IFRS is adopted. However, Micro Finance
would be required to comply with the following:

Provisions for loans recognized in the income statement should be determined based on the
requirements of IFRS. However, the IFRS provision should be compared with provisions determined
under the NBE Directives No. MFI28/2016 and the expected impact/changes in other reserves should
be treated as follows:

' Prudential provisions is greater than IFRS provisions; the excess provision resulting should be

transferred fr8m the general reserve (retained earnings) account to a "regulatory risk reserve".

' A prudential provision is less than IFRS provisions; IFRS determined provision is charged to the
statement of comprehensive income. The cumulative balance in the regulatory risk reserve is thereafter
reversed to the general reserve account

Activities 30-Jun-25 30-]un-24

Total impairmentbased on IFRS 8,058,732 8,827,694
Total impairment based on NBE Directives 1L,350,326 12,433,371,

As per the requirements of iFRS, Micro Finance should recognize interest income on the written down
amount of the loan after the impairment loss, on an accrual basis, using the EIR. However, as per the
requirement of National Bank of Ethiopia Directive No MFI 28/20L6, banks should derecognized
interest income on impaired exposures, special attention should be paid to impaired exposures with a

higher number of days past due.
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025
(In Ethiopian Birr)

The inrpairment allowance as per IFI{S is lower than by 8,827,694tn2024 and (768,961.98) in 2025

re,lucec1 the regulatory risk reserve " This results in we Coniscler to continue as it is b/c of current

condition to happen impairment on loan is up normal condition/uncontrollable risk/ occured un-

distributable capital as reported under regulatory risk reserve.
(
l13 InvestmentSecurities

Activities 30-Tun-25 30-lun-24

Available for sale

Equity investrnent .940 000 981,000

2,%9,909_ 981,000

The fair value of the unquoted equity securities carried at cost cannot be retiably estimated as there are

no active market for these financial instruments; they have therefore been disclosed at cost less

impairment.

1,4 Other Assets

Activities 30-Jun-25 30-Jun-24

Prepayments
Office supplies
Branch receivables

Other
Total'other assets

15 Property, Plant and Equipment

(A) Cost of Property, Plant and Equipment

Vehicle 
u

Computer & Electronics
Furniture & Fixture
Cash safe Box
Machinery(Gennter)
Construction In Progress

Total cost Property, P1ant and Equipment

30-Jan-24 Additional 30-]un-25

L4,466,355

9,132,687

4,413,031
21",660

7,673,964

6,126,035
28,208,479

548,134

3,387,080

1L,491.,459

5,777,341,
'1.,606,492

235,000

42,499,000

5,026,900
2,719,778

187,000

2,000,000

1.6,984,41'L

3,387,080

L6,518,359

8,497,059

1,793,492

2,235,000
59,483,411,

25,218I29 9L,9'1,4,441
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ADEDAY MICRO FINANCE INSTITUTION S.C.
NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025
(In Ethiopian Birr)

(I3) Accumulated Depreciation of Property, Plant and Equipment

Vehicle
Computer & Electronics
Furniture & Fixture
Cash safe Box

Machinery(Gennter
Total Accumulated Depreciation PPE

45,083

4,81.8,115 , ,2,W,2!,.41 7ru, 6

30-]un-25

3O-Iun-2tl

\ 1,049,326

' 1,745,680

1,559,430

430,429

35,250

Depreciation 30-]un-25

172,879
1,074,469

827,303

183,508

1,221,,205

2,820,1.48

2,385,733

613,937

80,333

(C) Net Book Value/tesidual value of Property, plant and Equipment

Vehicle
Computer & Elecfronics
Furniture & Fixture
Cash safe Box
Machinery(Genertor)
Construction In Progress

Total Net Book Value/Residual value PpE

2,765,875

13,699,211

6,111,326

1,,179,555

2,-1,54,667

59,483,41'L

30-Jun-24

2,339,754

9,745,778

4,21g,g11

1,176,063

199,750

42,499,000

60,179,25684,793,045

L6 Leasehold land use right

Activities

Leasehold land use right

Accumulated Amortization
Amortization for the period

Net leasehold land use right

30-Jun-25 30- sn-24

5,670,969 5,670,969

548,734

81,014

467,720

81,014

748) (548,734)

The company is entered in to different financial leasehold land arrangements at different branches to
be used for branch office. The term of the lease arrangement entered into is for 70 years use of land
where as its settlement is to be completed within 30. The accounting treatment of this leasehold land is
based otr iFI{S 16; this Standard was issued in January 2016 (Effective 1 January 2019). Thus , early
application has been made.

17 Investment Property

In April 2001 the International Accounting Standards Boarcl (IASB) adopted IAS 40 hrcestrrcnt
Property, which had originally been issued by the International Accounting Standards Committee
(IASC) in April2000.
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE F'INANCIAI, STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025
(In Ethiopian Birr)

The cumulative change in fair value recognized in profit or loss on a sale of investment property

Building from of assets in which the cost model is used into Fair value Replacement Cost Approach for

the valuation of buildings, which Adeday has held for use. The Replacement Cost method estimates

the current replacement Value of a buildingby analyz*$tt't" cost component of the specific building.

Value is calculated by considering the reconstruction cost of the building, minus depreciation suffered

over the years in comparison to a new building.

Activities 30-Tun-25 30-Jun-24

Investment property (building) 17,703,671. 17,703,677

Accumulated Amortization
Amortization for the period

Lion International Bank
Development Bank -RUFIP
DevelopmentBank -WEDP
Hibert Bank

Total borowings from bank

1_,455,595

354,073

'1.,L01,522

354.073

Net investment property

18 Deposit from Customers

Activities

Personal Saving
Group Saving
Time deposit
Interest Payable

Deposit from customer

(1,809 ,669) (1,455,595)

15,894,002 16,248,076

30-]un-23 30-lun-22

544,306,471,

101,354,137

134,224,962

6,479,962

502,422,024

94,530,205

127,205,226

2,252,794

786,365,531.

\9 Borrowings From Bank

Activities 30-]un-25 30-Jun-24

700,3;51,764

L6,Z95,040

20,78L,273

10,000,000
147,428,076 117,913,679

The company has obtained overdraft facility of Birr 100,000,000 loan Lion Int. Bank s.c. The loan bears

an interest rate of L4% per annum.

The company has obtained Birr 22,500,000 loan from RUFIP of DBE. The loan bears an interest rate of
11,% per annum. The loan is repayable in semi annual commenecing from July 31, and ending on ]uly

702,973,679

15,000,000
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ADEDAY MICRO FINANCE INSTITUTION S.C.
NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30IUNE 2025
(In Ethiopian Birr)

The company has obtained Bhr 20,781.,273 loan from Develpoment Bank of Ethiopia (Women
Entrepreneurship Development Project). The loan bears an interest rate of 11-% per annum. The loan is
repayable by seuri annually on ]uly 3L and January 31, of each year commenecing on January 31.,2025

and ending January 3L,2029. 
l

The company has obtained Birr 20,000,000 but in phase one of Birr 10,000,000 loan was disbursed. The
loan bears an interest rate of 8% loan from Hibret Bank per annum. The loan is repayable on quarterly
installments of Birr 1,891",191.93 commenecing from August 11,2026 and ending February 13,2028.

20 Revolving Fund obligation

Activities i!:L"tt-?l sqq44q

KUW
Women Disable Association of Tigray

Total revolving fund obl.

-1,71,9,038

1.,074,712

1_,719,038

289,239

2,793,750

21. Other liabilities

Activities 30-Jun-25 30-lun-24

Other payables
Retention payable
Branch Account difference
Current LHL obligation
Lease Finance Cost Payable
Accrued employee annual leave expense

Total other Liabilities

124,41.0,692

2,788,617

4,180,397

21,,207,728

2,256,520
47,936,61,2

140,154

678,731

2,000,877

___1n372206_ ___J!150,6n
Other liabilities increase the re-measurement of accrued employee annual leave expense, current lease
land obligatioo retention payable and lease finance cost payable.

22 Finance leas6obligation

Activities

finance lease obligation
Additions
Classifications

Net noncurrent finance lease obligation

Movement of Finance Lease Obligation
Beginning balance
Less:- Settlement

30-Jun-25 30-Jun-24

3,L6't,767 4,1.62,965

3,76'1,,767

Maturity of Finance Lease Obligation
Current
Non-Current

I 767

\t '?
(,
a

3,1,67,767 4,1,62,965

4,162,965
(1,001,198)

1,001,198
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NOTES TO THE FINANCIAI, STATEMENT
FOR THE YEAR EDNED 30 JUNE 202s
(In Ethiopian Birr)

23 Retirement benefit obligation

Activities

Aclinilies
Total monthly salary
# of Employees
Average monthly salary per
employee

30-Jun-25 30-Jun-24

Beginning Relirement benefit obligation
Retirement benefit obligation addition
Retirement benefit obligation classification

T'otal Retirement benefit obligation

1,1,82,510

L,138,1.84

2,320,694

30-Tun-24 30-Iun-23
1,,593,375 684,728

207 1,44

7,697 4,755

509,266

921,347

(248,063)

0

Employee severance pay obligation is adjusted as per IFRS that was not considered by GAAP in all the

period. In calculating severance pay, we have done dilferent actuarial assumptions:

i. Annual salary gxowth rate which is calculated as follows:

Formula is " [(End value/ beg value) ^1, f n]-1., (Scientifically recognized formula)

30-Jun-25
3,1"26,950

267

1'1,71L

30-Isn-22
609,239

158

3,856

Salary Growth rate = 0.30

The growth rate of the employee salary is calculated using the average of the five years' salary increase
of Adeday microfinance employees. Average monthly salary per employee of the for year-2024G.C
since Adeday established divided by average monthly salary per employee of the base year or the year
-2016 Adeday started to pay salary (=1..6187). Using the growth formula -end value/beg. Value "7 /5 -
1, the growth rate is 0.62 which is, (71.,711/7697) ^1./5-1).

i. Discount qate:

IAS 19 requires that the discount rate should be determined based on the yield of appropriate term
high quality corporate bonds. In cases of no deep market for these bonds, the standard requires that
the yield on goverrunent bonds of appropriate term be applied to determine the discount rate. Hence,
the discount rate is the company's (Adeday MFSC's) cost of capital (11, %.). Since no stock market in
Ethiopia, there is no reliable discount rate in the market, and hence the discount rate is obtained from
National Bank of Ethiopia (which Adeday microfinance gets long term loan).
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ii. The probability of the employees turn over who can claim severance pay is determined based on
the age. Employees' furnover is greater during the younger age and lesser when the employees get
older.

iii. Each employee is assumed to tern-Linate at the age of 54 to be considered in the severance pay
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ADEDAY N4ICRO FINANCE INSTITUTION S.C.
NOTES TO THE FINANCIAL STATEMENT
FOn THH YEAR EDNED 30 JUNE 2025
(In Ethiopian Birr)

iv. Employees who reach the retirement age-above 54 and joined Adeday within 4 years of the
reporting date are assurned not eligible for severance and hence no provision is made for them.

The probability of en-rployee turnover is calculated based gn the following rate which is in age interval:

Interval
Probabilities of the employees

turn over who can claim

<25
26-30
31-35
36-40
41=45

4619

AIso, IAS 19 describes that the PV of the defined benefit obligation sllould be determined using the Projected
Unit credit rnethod. The projected unit credit method requires an entity to attribute benefit to the current period
(in order to determine current service cost) and the current and prior periods (in order to determine the present
value of defined benefit obligations). An entity atLributes benefit to periods ir-r which the obligation to provide
post-ernployment benefits arises. That obligation arises as employees render services in refurn for post-
etnployment benefits that an entity expects to pay in future reporting periods. Each period of service by an
ernployee gives rise to an addiLional unit of future benefits.

Tlre defined/retirement benefit obligation of Adeday microfinance in 2024 and 2025 includes the current period
retirement obligation, interest payable of the previous period and previous period end balance retirement
obligation. Ln2024, the total retirement benefit reported in2025, the total defined/retirernent benefit obligation
reported 2,320,694 includes interest payable of 2024's defined/retirernent benefit obligation 509,226
reclassification no Adjusted plus 2024!s cttrrent defined/retirement benefit obligation of 921,347 plus the
previous period (2024's ) end balance defined/retirernent benefit obligatior-r of. L,430,573

Amount recognized in the profit and loss.

Activitieb 30-Jun-25 3p Junla

Age

2
10
7.5
5
)\
1

Current service cost
Interest cost

Total

\

1,399,995
544,610

544,610

618,73

*__J244,605 ____J,163AL

Amount recognized in other comprehensive income:

Items recognized in other comprehensive income includes, re-rleasurement gains/losses from changes
in demographic assumptions, re-measurement gains/losses from changes in the economic
assumptions and changes from experience. In Adeday microfinance, there is no any change in the
assumptions. Hence, there is no any gain/loss to be recognized in the other com
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ADEDAY MICRO FINANCE INSTITUTION S.C.

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR EDNED 30 JUNE 2025
(In Ethiopian Birr)

24 Share capital

Activities

28 Regulatory risk reserve

Activities

30-Jun-25 30-Jun-24

At the beginning
Dividend capitalized
Cash injection for new shares

At the end of the year

At the beginning
Profit/(ioss) for the year
Dividend capitalized
Transfer to regulatory risk reserve
Depreciation transferred to revaluation reserve
Prior year adjustement

Beginning balance
Depreciation transferred from Retained earnings

53,600,000

78,195,000
6,400,000

53,600,000

138,195,000

The Authorized and Paid up Capital of the company is Birr 138,195,000 divided into 27,639 shares with
a Par value of birr 5,000 each.

25 Retained Earnings

Activities 30-jun-25 30-]un-24

78,203,742

(15,234,013)

(78,195,000)

('16,861.,634)

2,462,857

(8,742)

88,286,935

(10,083,193)

(2e 78,203,742

26 Tax charge

According to the Micro Finance Proclamation No. 626/2009 Article 23, a micro finance that fuiiy
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 Revaluation f"r"*" 30-jun-25 30-lw-24

11,245,308
(2,462,857)

17,245,308

8,782,45L 1'1",245,308

This represents revaluation of fixed assets at time on first time IFRS adoption.

AA{q44q 30-IU.n-24

At the beginning
Transfer from (to) regulatory risk

At the end of the year

8,826,04L
7,818,593

5,220,363

3,605,678

___u&44,63L __3M[41
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The Regulatory risk reserve is a non-distributable reserves required by the regulations of the National
Bank of Ethiopia(NBE) to be kept for impairment losses on loans and receivables in excess of IFRS

charge as derived using the incurred loss model. Where the loan loss itnpairment determined using
the National Bank. of Ethiopia (NBE) guidelines is highe! than the loan loss impairment determined
using the incurred loss model under IFRS, the difference is transferred to regulatory risk reserve and it
is non-distributable to the owners of the Micro finance. \Alhere the loan loss impairment determined
using the National Bank of Ethiopia (NBE) guidelines is less than the loan loss impairment determined
using the incurred loss model under IFRS, the di{ference is transferred from regulatory risk reserve to
the retained earnings to the extent of the non-distributable reserve previously recognized

29 Cash flow
Activities

Cash Flow from operating Activities
Profit/(loss) for the year

Adjustment for non-cash items:
Depreciation and Amorti zat.on
Loan loss impairment
Defined Benefit obligation
Interest Waive Expense

Change in working capital:
Increase (decrease ) loan and advance to customers
Increase (decrease ) Interest Receivable
Increase (decrease ) other assets
Increase (decrease ) other liabilities
Increase (decrease ) Revolving Fund
Increase (decrease ) Finance Lease obligation
Increase (decrease )from customer deposits
Increase (decrease)Retirement Benefit Obligation

Net Cash inflow (out flow) from operating Activities

30 Contingentli4bilities

30-Ju4-2! 30-Irn-24

(1.5,234,013)

2,738,328

(L,807,L66)
789,323

75,522,879
57,219,084

785,473
(1,001,198)

59,955,292

7,138,L84

(10,083,193)

2,244,893

1,429,975
10,424,887

(915,210)
29,542,752

(31,001)

107,777,649

673,284

(81.,846,336) (124,604,722)

38,259,85'1, 16,459 ,31-4

The Micro finance is a party to numerous legal actions brought by different organizations and
individuals arising from its normal business operations. No provision has been made in the financial
statements as the Directors believe that it is not probable that the economic benefits would flow out of
the Micro finance in respect of these legal actions.

31 Events after reporting period

In the opinion of the Directors, there were no significant post balance sheet events which could have a
material effect on the state of affairs of the Micro Finance as at 30 June 2019 and on the profit for the
period ended on that date, which have not been adequately provided,for or disclosed.
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32 I{elated party transaction

Key management personnel compensation

Activities

Salary
Allowance
Total

t
: 30-)un-25 30-Jun-24

838,000

224,000
535,400

144,000

1,062,000 6ru1q0

The Board of directors of Adeday Micro Finance Institution S.Co did not paid any benefits and salary
simple they serve the micro finance without any remuneration before and in the accounting year
ended 30, 2025 G.C that the only for the manager of Adeday Micro Finance Institution S.Co. in
addifion General manager has staff loan of Birr 138,256.05 as of October, 2022 G.C disbursed ar-rd the
outstanding balance Birr 26,027 as the end of June 30,2025 G.C.
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