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Management’s Responsibility for the Financial Statements

The managements are responsible for the preparation and fair presentation of the
financial statements that give a true and fair view in accordance with the accounting
policy adopted by the company, and for such internal control as the management
determine is necessary to enable the preparation of financial statements that are tree
from material misstatement, whether due to fraud or error.

In preparing the financial statements, the managements are 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 the
management either intend to liquidate the company or to cease operations, or have no
realistic alternative but to do so. '

Auditor’s Responsibilities for The Audit of the financial statements

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

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

-

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

e Obtain an understanding of internal control relevant to the audit in order to
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Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis
of accounting, and based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt
on the business ability to continue as a going concern. If we conclude that
material uncertainty exists.

We are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. However, future events or conditions may cause the
business to cease to continue as a going concern. ’

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

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

Report on Other Legal Requirements

We have reviewed and have no comment to make on the report of the Board of
Directors of the Company in so far as it related to these financial statements and
pursuant to articles 348 & 349 of the Commercial Code of Ethiopia 2013. We

recommend approval of these financial statements.

Getachew Wakjira

Chartered Certified Accountants (UK)
Certified Audit Firm in Ethiopia

3 November, 2025
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The commercial code of Ethiopia 2013 of require the Directors to prepare financial
statements for each financial year that present fairly the state of affairs of the Company
as the end of the financial year and of its profit or loss. It also requires the directors to
ensure that the Company keeps proper accounting records that disclose, with
reasonable accuracy, the financial position of the Company. They are also responsible
for safeguarding the assets of the Company.

The Directors accept responsibility for the preparation and fair presentation of financial
statements that are free from material misstatement whether due to fraud or error. The
financial statements have been prepared using appropriate accounting policies
supported by reasonable and prudent judgments and estimates in conformity with the
International Financial Reporting Standard (IFRS) and the requirements of the
Commercial Code of Ethiopia. The directors are of the opinion that the financial
statements give a true and fair view of the state of the financial affairs of the Company
and of its financial results in accordance with the International Financial Reporting
Standard (IFRS).

The Directors further accept responsibility for the maintenance of accounting records
that may be relied up on in the preparation of financial statements, as well as designing,
implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement. To enable
the Directors to meet these responsibilities they set standards for internal control aimed
at reducing the risk of error or loss in a cost-effective manner. The standards include the
proper delegation to responsibilities within a clearly defined framework, effective
accounting procedures and adequate segregation of duties to ensure acceptable level of
risk. These controls are monitored throughout the Company and all employees are
require to maintain the highest ethical standards in ensuring the Company’s business is
conducted in a manner that in all reasonable circumstances in above reproach. The
focus of risk management in the Company is on identifying, assessing, managing and
monitoring all known risks across the Company. While operating risk cannot be fully
eliminated, the company endeavors to minimize it by ensuring the appropriate
infrastructure, controls, systems, and Eth:l:al behavior are applied and managed within
prLstermmud prﬂcedures and ca
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However, any system of internal financial control can provide only reasonable, and not
absolute, assurance against material misstatement or loss.

Nothing has come to the attention of the directors to indicate that the company will not
remain a going concern for at least twelve months from the date of this statement.

The financial statements were approved by the Directors on
and are signed on behalf of the shareholder’s by one shareholder/directors and the

Finance Manager of the Company as follows: -
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Addis Ababa, Ethiopia

AUDITORS' REPORT TO THE
SHARFHOLDERS OF AFRICA VILLAGE MICROFINANCE S.C.
ON THE ACCOUNTS OF AFRICA VILLAGE MICROFINANCE S.C.

OPINION

We have audited the accompanying financial statements of Africa Village Microfinance
5.C. which comprise statement financial position as at July 7, 2025, and the statement of
profit or loss and other comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies and other explanatory
information.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as July 7, 2025, and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSs).

We have no comments to make on the report of the Board of Directors’ relating the
financial matters and pursuant to Article 349 (2) of the Commercial Code of Ethiopia of
2021, we recommend that the accompanying financial statements be approved.

BASIS FOR OPINION
We conducted our audit in accordance with International Standards on Auditing (ISA).
Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the ethical requirements that are
relevant to our audit of the financial statements and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.
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RESPONSIBILITY OF MANAGEMENT'S AND THOSE CHARGED WITH
GOVERNANCE FOR THE FINANCIAL STATEMENTS
Management of the Company is responsible for the preparation and fair presentation of
the financial statements in accordance with IFRSs and for such internal control as
management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for adsessing the
Company’s ability to continue as a going concem, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

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

AUDITORS’ RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL
STATEMENTS
Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements. YITXT
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AFRICA VILLAGE MICROFINANCE S5.C

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 07 JULY 2025

Notes

L

Interest Income
Interest Expense b

Net Interest Income

Net Fees and Commission Income
Income from Service Charge

Other Operating Income

20 =] =1

Total Operating Income

Less: Loan Impairment Charge
Net Operating Income
Salary and Other Employee Benefits 10

Depreciation & Amortization 11,17
Other Operating Expenses

Profit(Loss) Before Tax

Provision for Profit Tax
011886125% |

Profit/Loss after Tax 0111541237 /
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Currency: Ethiopian Birr

024
78.588.568 23.041,521
(8,389,824) (2.913.445)
70,198,744 20,128,076
387,848 145,365
9,281,752 9,730,012
21,106,877 6.135.912
100,975,222 36,139,365
(835.293) (486,634)
100,139,929 35,652,731
313,543,679 18,526,923
1,207,506 743,507
12.758.473 6,857,045
47.509.658 26,127,475
52,630,271 9,525,256 .
| 52.630.271 _9.525,256
+anf gy
il ;‘l‘:_.ﬂ. AEHY 2o
. lay Ayeze

t
*

Finance Manager

emesgen Belay

T N AMihpis

Finanes
Nance r“'"‘l'f'l"';.'l'.

.I'IEIH...,



AFRICA VILLAGE MICRO FINANCE S.C
STATEMENT OF FINANCIAL POSITION
AS AT 07 JULY 2025

Currency: Ethiopian Birr

ASSETS Notes 2024
Current Assets
Cash and Balances with Banks 12 22,438,466 27,195,076
Loans Receivables 13 456,384 521 249.828.576
Interest Receivable 16,194,828 7,730,183
Stock - Stationeries & Supplies 1,225,091 362.645
Other Assets 16 5.529.363 3.556,633
501,772,269 288,673,113
Non-Current Assets
Leasehold land 14 1,012,108 1.042321
Investment 15 7.086.198 6,958,000
Intangible Asset 1,770,331 314,461
Property, Plant and Equipment 17 26925812 11,636,958
37,694,449 19,951,740
TOTAL ASSETS 539,466,718 308.624.853
LIABILITIES
Current Liabilities
Security and Compulsory Siaving 18 27.821.118 13,784,022
Voluntary and Individual Savings 18 79.230,671 62.221,794
Bank Loan Current Maturity - =
Other Payable 19 193.916,039 61,654 486
300,967,828 137,660,302
Non-Current Liabilities
Lease Payable 939,992 939,992
Bank Loan 20 30,956,147 17,500,000
Emplovee Benefit (Severance & leave pay) 22 2.485.354 1. 406,727
Deferred Service Charge s 192,851
34,381,494 20,039,570
TOTAL LIABILITIES - 335349322 157,699,872
EQUITY \
Paid-up Capital © NS0,000,000 149,780,000
Donated Equity e 1,129222 1,129,222
lLegal Reserve 3,233,508 601,004
Reminec tmings 50,448,081 107,180
IFRS hdju&lﬂlﬁﬂ Reserve (741.994) [?_”.994.:
TOTAL EQUITY - 204,117,39% 150,924,981
TOTAL EQUITY AND LIABILIFTES 539,466,718
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AFRICA VILLAGE MICROFINANCE 5.C
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 07 JULY 2025

Cash flows from operating activities
Profit (Loss) Before Taxation

Adjustments for non-cash items:
Depreciation of property, plant and equipment
Taxes penalty Paid and Prior Year Adjustment
Employee benefit (Severance)

Changes in working capital:
Decrease/ (Increase) in loans and advances to customers
Decrease/ (Increase) in Interest Receivable
Decrease/ (Increase) in Stock - Stationeries & Supplies
Decrease/ (Increase) in other assets
Increase/ (Decrease) in deposits - Security & Compulsory Saving
Increase/ (Decrease) in deposits - Voluntary and Individual Savings
Increase’ (Decrease) in other liabilities

Net cash (outflow)/inflow from operating activities

Cash flows from investing activities
Purchase of property, plant and equipment
Purchase ol Equity Investments
PPE Core banking Adjustment

Net cash (outflow)/inflow from investing activities

Cash Mlows from financing activities
Lease Paid
Proceeds for Loan
Settlements for Loan
Additional Capital Contributions

Net cash (outfllow)/infllow from linancing activities

Net increase/(decrease) in cash and cash equivalents

Cash and Bank Balances, Beginning of the Year
Cash and Bank Balances, End of the Year

Currency: Ethiopian Birr

2024
52,630,271 9.525.256
1,207,506 728.401
270,294 934.534
54,108,071 11.188.192
(206,555.945)  (204,380,629)
(8.464.645) (2.186,323)
(862.446) (130,160)
(1.972.730) (2.136.837)
14.037.096 6.372.031
17.008.877 44.036.970
132,261,553 55,708,584
(54.548.240)  (102,716,366)
(440,169) (91,528,174)
(16.496.359)  (4.083.103)
(1,028.198)  (4,850,175)
(17524,557)  (8,933278)
- 102.329)
6678280  17.500.000
| . (3.690.165) (519.146)
| 220000  104:550,000
13208115 121,428,525
(4.756,611) 20,967,073
27,195,077 6,228,003
22,438,466 27,195,076
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AFRICA VILLAGE MICROFINANCE 8.C
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 07 JULY 2025

Balance As at 7 July 2023
Additional Share Capital
Prior Year Adjustment
Profiti Loss) for the Period
Transfer to Legal Reserve
Balance As at 7 July 2024
Additionul Share Capital
Profit{Loss) for the Period
Transfer to Legal Reserve
Prior ¥ ear Adjustment
Halunce As at 7 July 2025

Paid up Donated IFRS
Legal Retained Gencral
Capital Capilal S Earain =  Adjustment Total
HESSE  RESSSN o i
45230000  1.129.222 125,731 (8.941.813) 48,579 (T41,9%) 36,849,72:
104,550,000 ) ) ] ) e
. . : 9,525,256 3 - 25152
a & 476,263 (476.263) - - =
149,780,000 1,129,222 601,994 107,180 48,579 (741.99%4)  150,924,98]
220,000 - ] - - - 220,041
o £ - 52630271 - - 52,630,271
. - 2,631,514 (2.631,514) - - -
3 z T 342144 = = 342144
150,000,000 1,129222 3233508  SOASROBI - 48570 (741.994)  204,117.3%
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AFRICA VILLAGE MICROFINANCE 5.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025

0116361252 } -
[11115-1‘.33‘: .'l

1 General
Infurmation

Africs Villege Micro Finance S.C. (AVMF) was established in the year 1998 G.C as a “Share Company™ under the
Commercial Code of Ethiopia and licensed by the Nationnl Bank of Ethiopia as o “Microfinance Institution™ under
Proclamation No, 626/2009, issued for licensing and supervision of micro-finance institutions. AV MF's registrntion office 15
ot

Africa Villaze Microfinance S.C, Kirkos Sub-City Woreda 03 Addis Ababa, Ethiopia, AVMF is currently operating through
19 branches outlets,

The abjective of AVMF s to create an attitude of self-relinnce and confidence of the rural and urban micro and small
Entreprencurs by assisting them increase their income levels through savings and credit facilities including business support
services, AVMF S.C. was formally established as financial and nonfinancinl service provider o the active poor in 1997, 1t
started its operation in 1998 after obtaining its license from the National Bank of Ethiopia. AVMF S.C. is peculiar in its
formation and establishment from the majority of Ethiopian MFls. This is duc 10 the fact that it was 10 become the first
client owned institution in the country,

1 Summary of Significant Accounting Policies

2.1 Introduction to Summary of Significant Accounting Policies

The principal accounting policies applied in the preparntion of these financial stitements are set out below. These policies
have been consistently applied 1o all the years presented, unless otherwise simled.

2.1 Basis of Preparation

The financial statements for the period ended 7 July 2025 have been prepared in accordance with Intemmional Financial
Reporting Standards ("IFRS) ns issued by the Intermational Accounting Standards Board ("IASB" ). Additional information
required by National regulations is included where appropriate.

The financial smtements 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 1o the financinl statements.

The Mnancial statements have been prepared in accordance with the going concern principle under the historical cost
concept and faire value. All values are rounded to the nearest one birr. éxcept when otheérwise indicated. The financial

statements are presented in rounded to the nearest Ethiopian one Birr (Bire' 1),

The preparation of financial statements in conformity with [FRS requires the use of certnin critical accounting estimates_ It
ilso requires manogement 1o exercise i1s judgment in the process of applying AVMF's sccounting policies. Changes in
assumptions may have a significant impact on the financial statements in the period the sssumptions changed. Management
believes that the underlying assumptions are appropriste and that AVMF financinl statements therefore present the
financial position and results fairly. The arcas involving a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant 1o the financial stalements, are disclosed in Note 3.

el

el
2.2.1 Going Candci'n

The financial statements have been prepare 473 going Opnteey basis. The mmlwmm ANVME would
remain in existence after 12 months. - % _,::1-.!! lh:."
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AFRICA VILLAGE MICROFINANCE 5.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025

2.2.2 Changes in Accounting Policies and Disclosures

New Standards, amendments, interpretntions issued but not yet effective.

A mumber of new standards and amendments 1o standords and interpretations are effective for annual perinds beginning
after & July 2020, and have not been applied in preparing these financial stntements, Effects of these changes are pssessed
by the company as set out below:

plant and equipment is initially measured ut its
cost, subsequently measured cither using & cost
or revaluation model, and depreciated so that its
depreciable samount is allocated on a systematic
hasis over its uscful life.

January 1, 2011, earlier
application is permitted. The
[amendments are effective for
unnual periods beginning on or
after Janunry |, 2022, Early
application is permitted,

[ Siamdard Tescripiion Effcctive duie Tmipaci
TAST— TAS T Presenimtion of Financial Sialemenis TTie amcndments arc clicclive 1or | A VT has epied nol
Presentation of |sets out the overall requirements for financial  |annual reporting periods to adopt early. No
Financial staternents, including how they should be beginning on or aiter January 1,  [slgnificant impact is
Statements structured, the minimum reguirements for their 2022 und are 1o be applied expected

content and overriding concepts such as going  |retrospectively, Earlier

cancern, the accrual hasis of accounting and the [application is permitted.

current/non-current distinction. The standard

requires a complete set of financinl statements

1o comprice n statement of financial position, &

statement of profit or loss and other

comprehensive income, a statement of changes

in equity and a statement of cash Mows
TAS 15, TAS 16 "Property, Plant and Lquipment” Effective Tor interm and annual | AVME opted to adopt
Property plant  |outlines the accounting treatment for most types |financial statements relating o [the nmendments when
and equipment  |of property, plant and equipment. Property, fiscal years beginning on or after (due. Bul no

significant change is
expected.

[AVMF opted 1o apply

entity's biological assels). The stundard

genemlly pequires biological assets to be
Hl— %

measured at fair value less costs 1o sell,

application is permitted. The

amendments are effective for

annuil periods beginning on or
after January |, 2022, Early

7]

TAS 17, TAS 37 "Pravisions, Contingent Liabilities and £ Mective for interim and annual
Provision, Contingent Assets” outlines the accounting for |fnancinl stntements relating to  |the nmendmentswhen
contingent provisions (liabilities of uncertain timing or fiscal vears beginning on or after |due.
liabilities and  [nmount), together with contingent assets January 1. 2011, earlier
contingent (possible assets) and contingent liabilitics upplication is permitted. The
JEErE (possible obligations and present obligations  |amendments are effective for
thai are not probable or not relinbly unnual periodd beginning on or
imensurible). uler January 1, 2022, Enrly
1AS 4] IAS 41 "Agriculture” sets out the accounting for |[Effective for interim and annual  [The standard is not
Agriculure apvicultural activity — the transformation of finnncinl statements relating to [relevant for the
hiological ussets (living plants and animals) into |fiscal years beginning on or after [AVMF's reporting
agricultural produce (harvested product of the  |[Jamuary |, 2011, carlier purpose
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AFRICA VILLAGE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025

MICROFINANCE 5.C

IFRS 3, IFRS 3 "Business Combinations" oullines the'sg _ and annual  The standard §s nol
Business  sccounting when an scquirer obtains control of “Haghetal sftements relating to  relevant for AVMP's |
combination a business (e.g. an acquisition or merger. Such |Ascal years beginning on or afler [reporting purpose as
business combinations are accounted for using  |Junuary 1, 2011, earlier of now. The
the 'acquisition method', which generally application is permitted. The amendments shall be
requires asscts acquired and Habilities assumed Jamendments are effective for considered when
to be measured at their fair valiees at the annual periods beginning on or  |AVMF gets involved
acquisition date. afler Jamisry |, 2022, Early I & transaction that
application is permitted if an involve business
entity also applies all other combination
updated references {published
togeiher with the updated
Conceptual Framework) at the
IFRS 9, The final version of IFRS 9 "Financial Effective for interim and annual _ |AVMF shall apply the
Financial Instruments” issued in July 2014 is the IASB's  |financial statements relating to  [amendments when
Instruments replacement of 1AS 39 *Financial Instruments:  [fiscal years beginning on or after (due. The amendments
Recogmition and Measurement”. The Standard  Janunry 1, 2011, carlier fire expected o have
includes requirements for recognition and application is permitted, The pn impact on AVMF's
measurernent, impairment, derecognition and  [amendments are effective for financial statements,
gereral hedge sccounting. annual periods beginning on or
nfter Janunary 1, 2022 Early
application is permitted,

At PR S amemdmenT e ies Wit fees— e improvernents are effective [TV VT sttt appiy e
Improvements  [TPRCS TG — TIE TENENT 1o HHOSTTATCT for annual reporting periods improvements when
o IFRS S a7 — The am Temo beginning on or after 1 Jomary  |due. The
Standards requirement in paragraph 22 of 1AS 41 for 2022. Early application is improvements wre nol
2018-2020 entities to exclude tuxation cush Mows when  |permitted. expected to have an

micasuring the fulr value of o hiological asset significant impact on
using o present value technigue. ANVMEs finnncinl
stalements.
Definition of | The amendments replace the definition ol a Elfective for annual reporting | AVMEF shall wpply the
Accounting change in sccounting estimates with a definition [periods beginning on or afler | [amendment when due.
Estimates of accounting estimates, Under the new Jamuary 2023, The amendments are
[(Amendments  |definition, accounting estimates are “monetary not expected fo_have
to IAS B) amounts in financial staternents that are subject an impact on AVMF's
|lu messurement uncertninty™. Entitics develop financial statements
Disclosure of  |The amendments require that an entity discloses |Effective  for annual reporting| AVMF shall apply the
Accounting its material accounting policies, instead of its  |periods beginning on or after ||amendment when due.
Policies significant accounting policies. Further January 2023, The amendments are
iAmendments  (umendments explain how an entity can identify expected to have an
1o IAS | and n materinl accounting pohicy. Examples of when impact on AYMF's
IFRS Practice  |an accounting policy s likely to be materinl are [mancial statements
Stement 2] |added. 1o support the amendment, the Board ﬁh =
has also developed guidance and cxamples 1o 4 4 :{-l. Y Lyi‘;"‘k‘
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AFRICA VILLAGE MICROFINANCE 5.C
NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 07 JULY 2025

2.3 Foreign Currency Translation

a) Functional and Presentation Currency
ltems included in the financial statements are measured using the currency of the primary economic environment in which
AVMF operates ('the functional currency’). The functional currency and presentation curreney of AVMEF is the Ethiopian

Iy} Transactions and Balances

Foreign currency transactions are transiated into the functional currency using the exchange rates prevailing at the dmes of
the transactions. Foreign exchange gains and losses resulting from the settlement of foreign currency transactions and from
the translation at exchange rates of monetary assets and liabilities denominated in currencies other than AYVMF's functional
currency are recognized in profit or loss within other (loss)income. Monetary items denominated in foreign currency are
translnied using the closing rate as ot the reporting date.

Changes in the fair value of monetary securities denominated in foreign currency classified as available for sale are
mnalyzed between translation differences resulting from changes in the amortized cost of the security and other changes in
the carrving amount of the security, Translation differences related to changes in amortized cost are recognized in profit or
loss, and other changes in carrying amount are recognized in other comprehensive incotme.

2.4 Recognition of Income and Expenses

Revenue is recognized to the extent that it is probable thar the economic benefits will flow to AVMF and the revenue can
be reliably measured, regordiess of when the paymem is being made. 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
dutv. AVMF. cams income from interest on loans given for large group rurnl and urban, Individual and other. Other
meomes includes sale of share ,sale of pass book, interest from bank deposit and Penalty.

240 Interest and Similar Income anid Expense

For all financiul nstruments measured at amortized cost Income or expense is recorded using the Eifective Interest rate
{EIR), which is the rate that exactly discounts estimated fiture cash povments or receipts throiigh the expected life of the
financial instrument or a shorter period, where appropriate, 1o the net carrying amount of the financinl 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 Josses, -

The carrying amount of the financial asset or Ammcial lability is adjusted T AVMF revises its estimates of paymenis or
receipts. The adjusted carrying amount is calculated based on the origingl EIR and the change in carrying amount is
recorded as ‘Interest and similar income’ for financial assets and Interest and similar expense for financial linbilities,

Once the recorded value of o Anancial asset or a group of similar financial assets has been reduced due to an jmpairment
loss, interest income contimues to be recognized using the rate of interest used to discount the future cash Mows for the

purpose of measuring the impairmen| Joss.

2.4.2 Fees and Commission

Fees and commission income und expenses that are integral 1o the effective interest rate on o financidl assel or liability are
included in the measurement of the effective interest mie. Oiher fees and commission income are recognized as the related

services age performed. .

When a loan commitment is not expected 1o result in the draw-down of a loan, loan commitment fees are recognized on a
-line b od. Other fi ission expenses rel ction and
straight- asis over the commitment perl er m rnm pens w action
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AFRICA VILLAGE MICROFINANCE 8.C
NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 07 JULY 2025

2.4.3 Dividend Income

Dividend income is recognized when AVMF right to receive the pavment i8 established. which is generally when the
sharcholders approve and declare the dividend. AVMF classified Dividend incoine as other income

2.5 Financial Instruments - Initial Recognition and Subsequent Measurement

A financial instrument is any contract that gives rise to o financinl assel of one entity and a financial liability or equity
instrument of another entity. IFRS 9 set out requirement for recognition , measuring of financial instrument such as
linancial asset and liakility and other contract 1o buy or sell non-financial asset.

2.5.1 Financial Assets

Initial Recognition and Measurement

All financinl assets are recognized initially at Fair value plus, in the case of financial mssets not recorded at fair value
through profit or loss, transaction costs that are attributable 10 the acquisition of the financial asset. Purchases or sales of
financial nssets that require delivery of assets within a time frame established by regulation or convention in the market
place (regular way trades) ire recognized on the trade date. i.e.. the dite that AVMF commits 10 purchase or sell the asset.

Subsequent Measurement

AVME has applied IFRS 9 and clissify its financial nsset in the following measurement catatogy.
1. Amortized cost,

2. fair value through profit and loss (FVTPL), and

3. falr value through Other Comprehensive Income (FVOUT) as per the business model option.

Financial assefs of amartized costy

Derecognition of Financial Assels

A fnancial asset (or, where applicable a part of o financial assel or part of & group of similar financial assets) is primarily
derecognized (Le. removed from AVMF's statement of financinl position) when:
» the rights to receive cash Nows from the asset hove expired. or
+ AVMF has transferred its rights 1o receive cash flows from the asset or has assumed an obligation 1o pay the received
cash Mows in full without material delay to a thicd party under s *pass—ihrough’ arrangement; and either
{0) AVMF has transferred substantially all the risks and rewards of the asset. or
i) AVMEF has neither transferred nor retained substantially all the risks and rewards of the assel. but has transferred
control of the asset. N
When AVMF has transferred its rights 10 receive cash Nows from an asset or has entered inlo a pass-throuith arcangement.
it evaluates if' and to what extent it has retained the risks and rewards of ownership. When it has nelther transferred nor
retnined substuntially all of the risks and rewards of the asset, nor tronsférred control of the asset. AVMF continues to
recounize the transterred asset (o the extent of AVMF's continuing involvement. In thal case, AVMF tlso recogrizes an
associnted liability. The transferred nsset and the sssociated liability are measured on o basis thal reflects the rights and
vhligations that AYMF has retained.

Impairment of Financinl Assets

AVMT assesses at each reporting date, whether there is any objective evidence that a financinl asset or a group of financial
nssets is impaired, An impairment exists if one or more events that has occurred since the initial recognition of the usset {an
incurred “Toss event’), has.an impect on the estimated future cash Mows of the financial asset or the group of financial assels
that can be relinhly estimated. Evidence of impairment may include indications that the borrower or a group of borrowers is
experiencing significant financial difficulty, the pfﬂbnhlllh' thui they will enter Bankruptcy or other finaneinl

rearganization, defouli or delinguency in interest or avments and where observah nidicates that there is
measurable decrease in the estimated future %u;:ﬁ‘*m \ln.gl:& in rrears or m;m“‘ll mﬁiﬂ*@ correlaic
L |
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AFRICA VILLAGE MICROFINANCE 5.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025
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Financial Assets Carried at Amortized Cost

At ench reporting date AVMF access whether there is objective evidence that the financial asset are impaired for financial
assel measured at amortized cost( loan and receivable. AVMF menasure its impairment of financial asset based of expected
eredit loss { ECL) as follows:

I. Financial asset that are neither past due nor impairedi stage -1 ): AVMF shall consider 0 to 30 days past due accoumts as
performing asset and interest revenue is considered on gross carrying amount,

2. Financial asset that are past due but not impaired| stage 2):Loss allowance 15 recognized in the amount of lifetime
expecied credit Joss, and when the credit risk of the certain financial ussets significantly increased and the resulting credit
quality is not Jow risk. Hence at this stage, in addition 10 assessed future potential nisks that sigmificantly increase
impairment shall consider 31 1o 90 days past duc loans asscts and the interest revenue be recognized on the gross carrying
amount

3. tmpaired loanl stage 3) © A financial asset shall be considered ns credit impaired when one or more events that
determine on future cash flow of the financial asset existed and AVMF considered 91 10 365 days past due loan as
impaired loan and interest revenue is considered on net outstanding amount,

4. Total loss loan: AVMF consider Joans that past due =365 as total loss and impaired Joan and interest revenue is
considered on net outstanding amount. The following are evidenced that a financial nsset is impaired,

1. Breach of contruct such as o defiult or past due event

2. The restructuring of a loan on terms

3.1t is becoming probable that the borrower will enter bankruptey

4. Displocement ol clients due to natural and human effects

For financial nsscis carried ot amorized cost (such as loans and receivables). AVMEF assesses collectively whether
abjective evidence of impairment exists for financial assets that are not individually significant. or collectively for financinl
assets that are not individually significant. If AVMF determines that no objective evidence ol impairment exists for an
individually assessed financinl asset, it includes the asset in a group of financial assets with similar credit risk
charncteristics and collectively assesses them for impairment. Assets that are individually assessed for impairment and for
which an impairment loss is, or continues to be, recognized are not included in a collective assessment of impairment.

If there is objective evidence that an impairment Joss has been incurred, the amount of the loss is measured as the
difference between the nsser's carrying amount and the presemt value of estimated future cash flows (excluding foture
expected credit losses that have not vet been incurred). The carrying amount of the asset is reduced through the use of an
allowanee sceount and the amount of the loss is recognized in income staternent, Interest income continues 1o be accrued on
the reduced carrying amount and is acerued using the rate of interest used to discount the future cash flows for the_purpose
of mensuring the impairment loss.

The Interest income is recorded as part of ‘Imerest and similar income’. Loans together with the associaed allowance are
written off when there is no realistic prospect of future recovery ond all collateral has been realized or hias been translerred
to the Bank. 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. 17 a future write—off is later recovered, the recovery is credited 1o the “loan impairment

charge’,
The calculation of the present value of the estimated future cash flows of a collateralized financial asset reflects the cash
flows that may result from foreclosure less costs for obtaming and selling the collateral, whether or not foreclosure is

probable.

For Ihfﬁpmm_cgﬁhﬁiw svaluation of impaitment, fnancial assets are grouped on the basis of AYMF's internal
credit grading system, that considers credit risk characteristics such as asset type. industry, geographical location, collateral
type, past-due siaws and other relevant factors.

Future flows on a group of financial asseis that ar revaluated for in‘srauirlrﬂt"'a:;.:._‘Ti s the busis of
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AFRICA VILLAGE MICROFINANCE 5.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025
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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 1o remove the effects of conditions in the historical period that do not exist
currenily. Estimates of changes in fulure cash flows reflect, and are directionnlly consisienl with, changes in relnted
ohservable data from vear to year (such as changes in unemployment rates, property prices, paymeni status, or other factors
that are indicative of incurred |osses and their magnitude). The methodology and assumptions used for estimating future
cash flows are reviewed regularly 10 reduce any dilfferences between loss estimates and actunl loss experience,

Collateral :

Viluation

AVMF seeks 1o use collateral, where possible, to mitigate its risks on financinl nssets. The collateral comes in various
forms such as House, ,Vehicle, Salary and Compulsory Saving lor loan dishursed [ The fair value of collateral is generally
assessed, ot a minimum, at inception and based on AVMF reporting schedule. Assets collateral pledged 1o loans are
registered by respective eity administrative municipality

Cuollateral

Recover

In settlement of overdue loan AVMF has a policy to recover its  loan. Before collecting from collateralized asset AVMEF
tried to collect jts loan with the help of social pressure or give writing worring to the property owner. [T this offer does not
work fo recover the loan , AVMT ¢an take such measures for o group loan compulsory saving amount shall not be
withdrawn until the entire loan of the group shall be sertled,. It should be adjusted against pending loan receivable balance.
For the asset pledge us of guarantes shall be posted on Newspaper to invite participants for foreclosure sell on specific
date . Up on the appomted dute the presence of Jocal administrative personal, the owner and AVMF's representative the
participants could offer an action price that planning to buy the pssel. Then the selling amount should be determine for
covering all expenses of the procedure . pending settlement of the loan amount and the remmning shall be refunded to the
oOwWnor.

1.5.2 Financial Liabilities

Initial Recognition and Measurement

All financinl linbilitics are recognized initinlly at fair value and, i the case of other financial |iabilities, net of directly
attributable transaction costs, AVMF'S financial liabilities inclode customer's deposit, Borrowings and other short term and
long term liabilities,

Subsequent Measnrement .
The measurement of finuncinl linbilities depends on their classification, as described below:

Financial Liabilities at Amortized Cost
Financial instruments issued by AVMF, that are not designated st fair value through profit or loss b are classified as
{inancial linbllities st amortized cost. where the substance of the contractual arrangement resulis in AVMF having on
obligation either to deliver cash or another financial nsset 1o the holder, or to satisfy the obligation other than by the
exchange of a fived amount of cash or another fAnancial asset.
After initial measurement. financial labilities nt amortized cost are subseguently measured at amortized cost asing the
effective interest rate { EIR). Amortized cost |s caleulated by taking into account any discount or premium on the issue and
costs that are an integral part of the EIR. Financial liabilities carried st amortized cost comprise of customer deposits
Lommercinl borrowing, and other.

=

Derecognition @i Financial Linbilities

tor exist or the liability have been traash
also transferred (that is, 7 substgety

o rewards have nol been tmndf ﬂiﬂlmﬂ- are
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AFRICA VILLAGE MICROFINANCE 5.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025

2.53 Offsetting Finuneinl Instruments

Financinl assets and liabilities are offset and the net amount reporied in the statement of Mnancial position where AVNEF
hins o legally enforcenble right to affset the recognized amounts. and there is an intention to scttle on a net basis or realize
the asset and seftle the Hability simultancously. The legally enforceable right must not be contingent on future events and
must be enforceable in the normal course of business and in the event of default, insolvency or bankruptcy of AVMF or
the counterpirty,

2.6 Cash and Cash Equivalents

Cash and cash equivalent compnises cash on hand and on demand deposit with short term highly liquid financial asset that
are subject to Insignificant risk of change in value and are used by the entity in the manngement of its short term obligation.
Cash and cash equivalen! comprises cash at hank, penty cash and voluntary saving fund. Cash and cash a1 bank are carried
at nominnl value, which corresponds 1o their fair value. For the purposes of the cash flow statement, cash and cash
equivalents include cash on hand and cash of bunk.

2.7 Property, Plant and Equipment
Property. plant. and equipment are tangible flems that are held for use in the supply of services, or administrative purpose
are expected 10 be used during more than one period and shall initially be recognized at cost if it is probable that future
economic benefits associated with the item will flow to the entity and cost of the item can be relisbly messured. Costs
incurred in respect of duy to day servicing and spare parts are recognized in profit and loss |
Subsequent to initinl recognition, items of property, plant, and equipment shall be measured at revaluation model,
Revaluation should be reviewed whenever there is o materin] change in carrying amount and shall be conducied every three
years, Any gain or loss arises as o result of revaluntion shall be treated In the following wiy:
1. If the carrving amount (CA) increases: treats as other comprehensive [neome under the heéading “Revaluation surplus™.
2 If the Carrying amount decreases: treat through Profit or Loss for the year the amount in excess ol previously
Recognized revolution surplus.

Depreciation is caleulated using the straipht-line method to allocate their cost to their residunl values over their estimated
useful lives, as follows:

Asset Category Years %

Buildings 50 Sy

Fumiture and Equipment 10 | 0%

Computer and Accessorics T T% B
Motor vehicles 15 5%

Motor Bike 10 1%

PPE shall be derecognized or removed from the statement of financial position on disposal or if no future economic benefits
arise. Gain or loss on disposal Is the difference between the proceeds and the carrving amount and should be zed in
Profit and Loss,
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AFRICA VILLAGE MICROFINANCE S.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025 '

2.8 Intangible Assels
An intingible asset is an identifiable non-monitory asset without physical substinee and o y
expected to prove a future cconomic benefit for AVME. Intangible assets acquired separately are measured on initial
recognition at cost. Following initial recognition, intangible assets are carried at cost less any accumulated amortization and
scenmilated impairment Josses, if any.

AVMEF can be measured intangible asset at cost less accumulated amontization using a straight-line method and shall be
recognized in profit and |oss. Subsequent expenditures on software shall be capitalized only when it Increasas the future
economic benefits of the asset. All other repair and maintenance costs are recognized in profit and loss during the Anancial
period. The useful lives of imtangible assets are assessed 1o be gither finite or indefinite. Intangible assets with finite lives
are amortized over the uselul economie Hife . The amortization period and the smortization method for an intimgible asset
with a finite useful life are reviewed at least s each financial year-end. Changes in the expected useful life, or the expected
pattern of consumption of future economic benefits embodied in the asset, are secounted for by changing the amortization
period or methodology, as appropriste, which are then treated as changes in accounting estimates. The amortization
expenses on intangible assets with finite lives i presented as o separate line item in the income statement.

2.9 Non-Current Assets (or Disposal Groups) Held for Sale and Discontinued Operations
MNon-current assets {or disposal groups ) are classified as held for sale if their carrying amount will be recovered princapally

210 Tmpairment of Non-Financial Assets

AVMF asscsscs, ol cach reporting date, whether there is an indication that an asset may be impaired. If’ any indication
exists, or when annual impairment testing for an asset is required, AVMF estimates the asset’s recoverable amount. An
asset's recoverable amount is the higher of an asset's or cash-genemting uniis (CGLU ) fair value less costs of disposal and
it value in use. Recoverable umount is determined for an individual assel, unless the assel does nol generate cash mflows
that are largely independent of those from other assets or groups of assets. When the carryving amount of an ssset or CGL
exceads its recoverable amount, the asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects corrent market assessments of the time value of money and the risks specific to the asset. In determining fair
value less cosis of disposal, recent market iransactions are tnken into account. |f no such transactions can be dentified, un
approprinte valuation model is used. These calculations are corroborated by valuntion multiples, quoted share prices for
publicly traded eompanies or other ovailable fair value indicators N

AVMF hases its impairment calculation on detailed budeets and forecast cileulations, which are prepared separately for
ench of AVMF's cash genernting unit to which the individual assets are allocated. These budgets and forecast ealeulations

generally cover a period of five vears. For longer periods, o long-lerm growth rate is calculated and applied to project future
cosh flows after the fifth vear.

For asseis excluding poodwill, an assessment is made ot each reporting date to determine whether there is an indication that
previvusly recognized impairment losses no longer exist or have decreased. If such indleation exists, AVMF estimates the
assct’s or CGL's recoverable amount. A previously recognized impairment loss |s reversed only if there hos been o change
in the assumptions used to determine the asset's recoverible amount since the lust impairment loss was recognieed. The
reversal is limited so that the carrying amount of the asset docs not exceed its recoverable kmount, nor exceed the camrying
amotnt 1l wouldbese been detetmined, net of depreciation, had no impairment loss been recognized for the asset in prior
vears, Such reversal is recognized in the income statement.

211 Other Assels A £ APTE Ry
[ § ] '_ ‘ .

Other assets are generally defined as claims held azaifs o
AVMF's financial simtements include the following:
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AFRICA VILLAGE MICROFINANCE 5.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025

a) Prepayment

Prepayments: are payments made in advance for service to be benefited in the finure. The amount is initially recognized s
an asset and subsequently amortized over the service perind to an expense account.

b) Other Receivahles

Other receivables: refers to money due from third parties both within the institution and outside the institution are and
recognized upon the oecurrence of event or transaction as they anse and cancelled when payment is received.
AVMF's other receivables includes advance 1o staff ( for travel, work, purchase and stafT loan. .

2.12 Fair Yalue Measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
mnrket participants at the measurement date. The fair value measurement is based on the presumption that the transaction to
sell the asset or transfer the liability 1akes place either:

« o the principal market for the asset or liability, or
* In the sbsence of a principal market. in the most advantageous market for the asset or linbility,
The principal or the most advantageons market must be pccessible 10 AVME.

e fair value of an asset or a liability is measured using the assumptions that market participants would vse when pricing
the ssset or ligbility, assuming that market participants ney in their economic best interest.

ANVMF uses valuation technigues that are apprapriate in the circumstunces and for which sufficient data are available to
measure fair value, maximizing the use of relevant observable inputs and nummizing 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 hicrarchy, described as follows, based on the lowest level input that is significant 1o the fair value measurement
as a whole:

Level | — Quoted {unadjusted) morkel prices in active markets for identical assets or linbilitics.

Level 2 — Valuatlon techniques for which the lowest level input that is significant to the fiir volue measurement is directly

or indirectly observable,
Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.

For assets and liabilities that are recognized in the financial statements on a recurring hasis, A VMF determines whether
transfers have oceurred between Levels in the hierarchy by re-assessing categorization (based on the lowest level input that
is significant to the fair value measurement as a whole) at the end of cach reporting period. -
AVMFs management determines the policies and procedures for both recurring fair value measurement. such as available-
for-zale financial assets.

213 Employee Benefits

Employee benefits are all forms of consideration given by AVMF in exchange for service rendered by all employees or for
the termination of employment AVMF operated Shont term employes benefit, post-employment benefit, termination
benefit, and other long term benefits.

a) Short Tem Employee Benefit

AVMF aperstes short term benefit that is expected 1o be settled wholly within 12 months after the end of the period in
which thgemployee renders the related service. AVMF has a short term benefit such as salary, wage and other that shall be
paid on service deliVery. Other short term benefits like insurance (money and fidelity) wmplty rransferred o the
munaging insurance upon payment of annual i
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AFRICA VILLAGE MICROFINANCE 5.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025

b Post Employment
Defined Contribution Plan

AVMF operates defined contribution plans;

Pension scheme in line with the provisions of Ethiopian pension of private organization employees proclamation 7152011
Funding under the scheme is 7% and 11% by employees and ANMF  respectively based an the employees' salary.
Employer’s contributions to this scheme are charged to profit or loss and other comprehensive income in the period In
which they relate.

Defined Renelit Plan

ANVMF recognize an accrued lability for terminotion benefits called severance payment in sccordance with Ethiopion labor
Law that will be paid when an employee resigns. AVMEF is legally obliged 1w puy severnnce for those emplovees who
served the entity for more than five vears.

€] Termination Benefits

Termination Benefit: it is an emplovee benefit provided in exchange for the termination of an employee’s employment as a
result of on entity’s decision to terminate an emplovee before the normal retirement date. Among all emplovess benefits
mentioned obove, AVMF should recognize an scorued liability for termination beneflts called severance payment snd
unpaid leave balance. Further, it is legally obliged 10 pay unused leave balance lor thie maximum of two years {unused
lenves balance above two vears shall be expired.

il} Bonus Plans
AVMF tecognizes o liability and sn expense for bonuses and incentive and recognized as an expense on payment or
accrued based on resilized performance report that shall be paid shortly.

2114 Provisions

Provision 15 a liability of uncertuain timing or amount of & foture expenditure that §s different from the provision for doubtful
debt.

Contingent liability is a possible obligation that arises from past events and its existence will be confirmed only by
OCCUTTENCE OF NoR-occurmence of one or more uncertmin future evenis not wholly within the control of the entity. [t must be
disclosed in the notes if they are probable.

Legal obligation is an oblization that could be contractual, anse due to legislation, and a result from other operating of law
A constructive obligntion is an obligation that results from an entity's action AVMF should disclose provisions. contingent
liabilities and conlingent nssets in the notes to ennhle users to onderstand their nmture, tmmg and amount and the entity's
hold that will be setiled within 12 months after the reporting period. N

2.15 Investment Properties

Investment property is land or a bullding or part of a building or both held by the AVMF or by the lessee under finance
lease to eam rentals or for capital appreciation or both. AVMF's investment property is a building that is leased to a third
party, share purchased from companies and others. Investment property is initially measured at cost unless it is translered
from another category in the statement of financial position. The cost includes the purchase price and any directly
aitributnble expenditure like legal fees or professional fees, property taxes and others. Subsequent to initial
recognition, AVMF should measure investment propenty using @ fair value method. No depreciation is calculated for
investment properties but gains or losses arising from changes in the fair value of investment property must be included in
the profit or loss account for the period i which it anses and income eamed from imvestment property 1s recognized as

af climinated from the statement of financial position op.di . when the
St ic benefits are W%Eﬁ@-uw.
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AFRICA VILLAGE MICROFINANCE 5.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023

.16 Inventory

AVMF" inventory deals with materials or supplics to be consumed/used in the process of rendering services. Inventories are
recognized from the date that the entity takes the risk and reward of ownership of the inventory and shall be measured at
lower of cost and net realizable value. The cost of inventory comprises all the cost of purchase, and cosis incurred in
bringing the mventories 1o the present location and condition. The cost of inventory should be assigned based on a first-in,
first=out (FIFO) method of measurement. The followings are the major inventors of AVMF; printing material, Stationary
material , Office supplics, and others. Expense is recognized upon the utilization of the inventory. When an adjustment is
required 10 the quantity of the inventory or obsolescence m use, there should be a plus or minus recognition to the period
Expense account. )

2.17 Leases
The determination of whether an arrungement is a lease, or contains a lease, is based on the substance of the arrangement
and requires an assesement of whether the fulfillment of the arrangement is dependent on the use of a specific asset or assets
or whether the arrangement conveys a right to usc the assel.
IFRS 16_leases was issued in January 2016 (Effective 1 January 2019) . 1t sets out the principles for the recognition,
AVMF has initially sdopted IFRS 16 from | July 2019, The standard eliminates the classification of lenses as either
It also elected to apply the practical expedient that allows entities to rely on its assessment of whether leases were onerous

The adoption of IFRS 16 requires AVMF to make o number of assumptions, estimations and judgments that includes:

At the commencement date, AVMF recognized: all leases us right right-of-use-nsset at cost. Cost of right-of-use nssey
includes the amount of lease lidkility, lease payrments made st or before the commencement date (less any lease incentives
received ), any initial direet costs incurred and an estimate of costs 1o be incurred by AVMEF in dismantling and removing
the underlying nsset. restoring the site on which it is located or restoring the underlying asset to the condition required by
the terms and conditions of the lease, unless those costs are incurred fo produce inventories.

o lease linbility at the present value of the lease pavments that are not paid at thit date, Present value of lease payments will
be determined by discounting Future lease payments at the interest rate implicit in the lease arrangement. if it is readily
determined or st AVMF's incremental borrowing rate.

Afler the commencement dote, AVMF measures:

AVMEF as a lessor

Leases where AVMF 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 eamed based on the contractunl terms of the lease in Cliher operating income.
Initinl dircet costs fncurred In negotinting opernling leases are added to the carrying amouni 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
Significant accounting judgments, estimates and assumptions

The preparation of financial statements requires the use of accounting estimates, which, by definition, will seldom equal the
actual results. Estimates and judgments are continually evalusted und are based on historical experience and other factors,
including expectations of future cvents that are believed 10 be reasonable under the circumstances. The preparation of
AVMF's financinl statements requires management to make judgments, estimates and assumptions that affect the reported
amount of revenues, expenses, asscts and liabilities, and the sccompanying disclosures, as well as the disclosure of
contingent liabilities, Uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of assets or liabilities alTected in future periods. e

Other disclosures relating to AVMF's exposure to risks and unﬂﬂﬂnﬂﬂ includes: *:':l'; 1444 »au
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AFRICA VILLAGE MICROFINANCE 5.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025

Estimates and Assumptions

The ey assumptions concerning the future and other key sources of estimation at the reporting date. that have a significant
risk ol causing a material adjustment to the carrving amounts of asscts amd lidbilities within the next financial year, are

described below. AVMF baded its assumptions and estimates on parameters avallable when the finsncial sinlements were
prepared. Existing clrcumstances and sssumptions about future developments, however, may change due to market changes

1.2 Impairment Losses on Loans and Advances

AVMF reviews its loan portfolies for impairment on an on-going basis. AYMF first assesses whether objective evidence
of impairment exists collectively for financial assets that are not individually significant, Impairment provisions are also
recognized for losses not specifically identified but which, experience and observable data indicate, sare present in the
partfolio ot the date of assessment.

Impairment of Non-Financial Assels

Impoirment exists when the carrving value ol an asset or cash genernting unit execeds its recoverable amount. which is the
higher of its fofr volue Jess costs of disposal and its value in use. The fair value less costs of disposal cilculation is based on
available dotn from binding sales transactions, conducted at anm’s length. for similar assets or observable market prices less
incremental costs for disposing of the nssel. The value in use calculation is based on a DCF model. The cash flows are
derived from the budget for the next five vears and do not include restructuring nctivities that AVMF is not yet committed
to or significant future investments that will enhance the asset’s performance of the CGL being tested. The recovernble
amount is sensitive 10 the discount rate used for the discounted cash Aow model ns well as the expected Muture cash-inflows
and the growth rate used for extrapolation purposes.

In asscssing whether there is ony indication that an asset may be impaired, AVMF considers the following indications:

(1) External information

sthere are ohservable indications that the assct's value has declined during the period significantly more than would be
cxpected as a result of the passage of time or normal use.

ssignificant changes with an adverse effect on AVMF have taken place during the period, or will take place in the near
future, in the technological, market, economic or legal environment in which AVMF operntes or in the market to which an
asyel is dedicated.

smarket interest rates or other market rates of retum on investments have increased during the period, and those increases
are likely to affect the discount rate used in caleulating an asset's value in use and decrease the asset’s recoverable amount

materially.

(it} Internal information
sevidence is available of absolescence or physical damage of an asset. -
ssignificant changes with an adverse effect on AVMF have taken place during the peried, or are expected to take place in
the near luture, in the extent to which, or manner in which. an asset is used or s expected 1o be used. These changes
inclode the asset becoming idle, pluns 1o discontinue or restructure the operation (o which an asset belongs, plans 1o dispose
of an asset before the previously expected date, and reassessing the useful life of an nsset as finite rather than indefinite.
sevidence is available from internal reporting that indicates that the economic performance of an asset is, or will be, worse
than expected. ﬁk‘*\
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AFRICA VILLAGE MICROFINANCE S.C
NOTES TO THE FINANCIAL STATEMENTS |
FOR THE YEAR ENDED 07 JULY 2025

4. Financial Risk Management

4.1 Introductions

Risk management is a continual process of systematically idemtifving. measuring. monitoring and managing risks m the
orgnmization that is ane of the basic and crucial processes for AVMF to minimize threats to the financiul possibility. 1L is o day
today activity that the entity exposed to spectrum of risks; such as  credit risk . Liquidity risk. interest mic risk and operationn]
risk . The core functions of AVMF' risk management are 1o idéntify all key risks that are exposed, mensure these risks. manage
the risk positions ond determine capital allocations to each operating function to minintize the adverse cffect of financial
performance of AVMF. AVMF regularly reviews ils risk management policies and systems to reflect changes in markets and
prodicts to achieve an appropriate balance between risk and returmn and minimize potentinl adverse effects on its [inancial
performunce.

4.1.1 Risk Munagement Strocture

The Board of Directors has overall responsibility for the establishment and oversight ol AVMF'S risk management framework.
The Board has established Risk Committee, which are rezponsible for developing and monitoring's risk management policies.
AVMF's risk munagement policies are esinblished to jdentify and malyze the risks faced bv AVMF |, o set appropriate risk
Himits and controls, and to monitor risks and adherence o limits.

Risk management policies and systems are reviewed regularly 1o reflect changes in the regulation, market conditions, products
and services offered. AVMF, through its training and procedures and policies for management, alms to develop a constructive
control environment, in which all employees understand their roles and obligations,

AVMF's Board of Directors is responsible for monitoring compliance with AVMF's risk management policies and procedures,
and for reviewing the adequacy of the risk management framework in relation 1o the risks faced by AVMF . AVMFs Board of

Directors is assisted in these functions by the Risk committee. The Risk commitice undertakes regular and ad-hoc reviews of
rish management controls and procedures, the results of which ure reported 1o the Risk sub Committee.

4.1.2 Risk Measurement and Heporting Systems

AVMF's risks are measured using a method that reflects both the expected loss likely o arse i nommal circomstances and
unexpected losses, which are an estimate of the ultimate actual loss based on statistical models. The models make use of
probabilities derived from histoneal experience. adjusted 1o reflect the ecanomic emvironment. AVME also runs w-.m-t -case
scenarios that would arise in the event that extreme events which are unlikely to occur do, in fact, ocour,

Monitoring and controlling risks 18 primarily performed based on limits established by AVMF, These imits reflect the business
strategy and market environment of AVMF as well as the level of risk that AVMF is willing to accept, with additional
emphusis on selected areas. In addition, AVMFF's policy is to measure and monitor the overall risk bearing capacity in relation 1o
the aggrepate risk exposure scross all risk types and activities,

4.1.3 Risk Mitigation

Risk controle and mitigmtes. idemtified and approved for AVMF, are documemed for existing and pew processes and
systems. The adequocy of these mitigation using an operationnl risk management tool which requires nisk owners 1o confirm the
elfectiveness al establizhed controls.
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AVMF classification of its financial assets Is summarized in the ble below:

Amuortized
7 July 2025 Notes FVTPL FVOQi cost Total
Cash and balances with banks 12 - - 22 438 466 23 438 466
Loans and receivables 13 - - 456,384,571 456,384,521
Interest Receivable 16,194,828 16,194 828
Other Asscts 14 - - 53520363 5,520.363
Total Minancinl assets - - 500,547,078 500,547,178

.ln:mﬂ;iull
7 July 2024 Notes FVTPL FYOCl cost Tota
Cash and balmmeces with banks 12 - - 27.195,076 27,195,076
Louns and receivables 13 - - 249,828,576 249,828,576
Interest Recervable 7.730,183 7.730,183
Other Assets 15 - - - 38556,033 3,556,633
Total financial assers - - 288,310,468 288310468
4.3 Credit Risk

Credit risk is the probability that a counterparty of AVMF will not meet its obligations In accordance with agreed 1erms and
conditions which may lead to financinl loss. AVMF is exposed to credit risk mainly for Joan and advance provide to customers
and ii is the major nisk of the organization. Credit risk is managed through periodic  malysis of the ability of borrower to
determine the capacily 1o meet its principal and interest and it is also mitigated by obmining collareral.

Credit manngement is conducted as per the risk management policy and guideline approved by the board of directors and the
Risk Management Committees. Such policies are reviewed and modified periodically based on changes and expectations of the
markets where AVMF operates, regulations, and other factors,

4.3.0 Management of Credit Risk

In measuring credit risk of loans and receivables 1o various counterparties, AVMF considers the charcter and capacity of the
ohligor to pay or meet contractual obligations, current exposures 1o the counter party/obligor and its likely future developments,
credit history of the counterparty/obligor; and the likely recovery ratio in case of defsult obligations-value of collateral and
other ways out. Our credit exposure comprises loans und receivables which are developed to reflest the needs of our customers.
AVMF's policy Is to lend principally on the basis of our customer's repayment capacity through quantitative and qualitative
evalumtion, However we ensure that our loans are backed by collateral to reflect the risk of the obligors and the nature of the
facility.

a) Probability of Defaull

This is the probability that an obligor or counterparty will default over a given period, usunlly one year. This can be calculated
an portfolic by portfolio basis or collectively depending on availability of historical datn.

by Loss Given Default{LGD)

Loss Given Default is defined as the portion of the loan determined to be irrecovernble a1 the time of loan default (1 — recovery
mte), Our methods for estimating LGD includes bath quantitative and qualitative factors,

timation includes l’h{ﬁ-ﬁﬂ wtand expected
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4.3.2 Impairment Assessment

AVMF nssesses its impairment for the purpose of [FRS reporting using a ‘three-stage’ model for impairment based on changes
in credit quality since initial recognition as follows :

1. A financinl instrument that is not credit-impaired on initial recognition is classified in “Stage 1" and has its credit risk
continuously monitored by AVMF

2, A financial instrument that the credit risk significantly increased transferred to stage 2 but not deemed 10 eredit impaired
3.A financial Instrument is credit-impaired moved 10 *Stage 37,

When determining whether the risk of default on a financial instrument has increased significantly since initial recognition.
AVMF considers reasonable and supportable information that is relevant and availdble without undue cost or eflor. This
includes both quantitative and qualitative information and analysis, based on AVMF's historical experience and expecied
credit risk assessment and including forward-looking information. AVMF considers a financial instrument to have experienced
a significan! increase in credit risk when one or more of the following quantitative. qualitative criteria have been met. The
quantitative criteria is based on either absolute or relative changes in credit quality. In both cases, AVMF is expecied 1o specify
the percentage change, for either |2-month or lifetime PDs in comparison to the corresponding 12-month or lifetime PDs as
calculmed at origimation, respectively, that would indicate a significant increase in credit risk since origination

AVMF Classify transition from Stage | to Stage 2, and stage 3 and Loss as follows:

Stage Day past due

Stage | 0-30

Stage 2 J1-890

Stage 3 91-365 and totnl loss

a) Individual Asscssment

AVMF reviewed and revised existing impairment triggers for each loan assel portfolio 1o ensure that a trigger identifics a loss
event as carly as possible. which would result in the earlicst possible recognition of losses within the IFRS framework. AVMF
then estimated the impairment hased on the shortfall between the present value of estimated future cash flows and the asset
carrying amount. Since the loan data is big, AVMF shall perform individual assessment of portfolio account and
cutegorize collectively for further analysis.

b) Collective Assessment

Loans and receivables that are not specifically impaired are assessed under collective impairment. For the purpose of collective
impairment. financial asscts are grouped on the basis of similar credit risk characteristics that are indicative of the debtors’
ahility to pay all amounts due according to contractual terms.

) Collective Assessment (Contd)

AVMF generally bases its analyses on historical experience. The collective assessment takes account of data from the loan
portfalio (such as historical losses on the portfolio. levels of arrears. credit utilization, loan 1o collmeral ratios and expected
reccipts 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 o loss is likely 1o have been incurred and the time it
will be idq&i_ﬁcd as requiring an individually assessed impairment allowance is also taken into consideration. The impairment
allowanee is revi Stedit management to ensure alignment with the AVMF's overall policy.
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Currency: Ethioplan Birr

433 Credit Related Commitments Risks

Smee AYMF could not issue any promissory document 1o thid party don't have any credit related commitments risk

4.3.4 Maximum Exposure to Credit Risk Before Collaternl Held or Credit Enhancements

a) Types of Credit Exposure

AVMF's maxtmumm expostire 1o credit risk at 7 July 2025 and 7 July 2024 respectively. is represented by the net carrying

amounts in the statement of financial position,

7 July 2025 7 July 2024
Cash and balances with banks 22 43R, 466 27 195,076
Louns and receivables 456,384,521 240,828,576
Other Asscis 5,529,363 1.556,633
Interest Receivable 16,194,828 7730, 183
Total maximum exposure SU0.547.078 g ayn 468
b} Loans and Receivables at Amortized Cost
1) Gross loans and receivables to customers per sector is analyzed as follows:

T Jduly 2025 7 July 2024
Agricultural Loan 19119113 24.684.642
Consumption Loan 8328.532 19.211.659
Service Loan 133,265,551 5350545
Teade Laan 011838125 WAOBSIS 9,634,976
Lease 0111841235/ . | - 3,300,453
Construction r / - ;334_5.{}:}
Climate Financing 265,221,571 106.827.336

454,043,712 251394210
Smff Loon 2.340.809 1,614,297

456,384,521 253.008.507

i1} Gross louns and receivahles to customers per National Bank of Ethiopin's impairment guidelines is analyzed as follows:

Prelorming

Substandard (91-180 past due)
Daubtfuli 181-365 Past due)
Lossi More than 365 past due)

Tduly 2025 7 July 2024

356384521 W00
110,739 561,590
495,136 374919
679.584 1.237.778

457,669,980 251394210

The above table represents a worst case scenario of credit risk exposure of AVMF as at the reporting dates without taking in to
secount mﬁullﬂw»ﬂmmﬂ Credit enhancements atsched, The exposures are based on net corying wmeounis a8 reported

in the statement of financial position.
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4.3.5 Credit Quality Analysis
) Credit Quality of Loans and Receivables

Neither past due nor impaired Individually

Stage -1 and Past due but not impaired Total

7 July 2025 tmpaired Stage-2 stage-3
Agriculture 19,345,937 19345937
Trude 28,454,398 28,454,398
Consumption E.533.346 B.533.346
Lease = T -
Construction . .
Service 133,522,528 1533,522.52%
Climate Financing 265472062 265472062
Gross 455,329,171 455,329,171

Less: Impairment Allowance (1285459) (1.285459)

N L3712 45404712
Neither past due nor Impaired Individually
Stage -1 and Past due bt not impaired
T July 2024 impaired Stage-2 stage-3 Total
Agriculture 24,684,642 24,684,642
Trade 89,634,976 89,634,976

19,211,659 19211659

Consumption

Lease 3300453 3300453
Construction 2.384.600 2,384,600
Service 5350545 £.350.545
Climate Financing 106,827,336 106,827,336
Gross 151394210 151,394,210

Less: Impairment allowance (1,565.635) i 1,565.635)

1 =
B T<n At

249,828,576, 249,828,576

e Bl

b} Allowanee for Tmpairment Sub Standard Doubiful Loss 7 July 2025 7 duly 2024
(91 -180 Days) (151-365 Days) (Ower 365 duys)

Collective Impairment 110,735 459,136 679.584 1 285450 1.565.635

Total Allowance for Impairment 1285459 1,565,635

4.3.6 Credit Concentrations

AVMF monitors concentrations of credit risk by socio-cconomic sector. An analysis of concentrniions of credit risk ot 7 July
2025 and 7 July 2024, AVMF concentrates all its financial assets in Ethiopis. particularly Addis Ababa, Driedawa, Oromia,
Tigray and Ceniral Ethiopia regional state.

Publie T
- = _ Enterprise  Cooperative Private . oy : L8 :‘A :5';‘ .
Tduly 2028 Birr Birr Birr s okl | r:}'-
(47 ¥ 7~ Addis Ababa w7 ¥
Cash and balatice with banks - 22 438 466, = Eniopin B
Laans and Receivables . 454043712 K S
Interest Receivable - 16,194,828 - CEATIRED ACOINN
Other Assets - 5529363 "“_*_m;um g |

% 498.206.369

28



Public

& i r i
Enterprite noperative rivaile
7 July 2024 Birr Birr Birr
Cash and balance with banks 27.195.076
Loans and receivables 249,828.576
Interes! Receivable 7,730,186
Other Assets 3,556,633
188,310,468
4.5.7 Nature of Security in Respect of Loans and Receivables ’
Secured Toelividlual Total
against Fived Caxh
asset guArAntees
7 duly 2025 Birr Birr Birr
Agriculture . 19,119,513 19,119,513
Trade : 28,108,545 28,108,545
Consumplion F 8,328,532 8,328,532
|.ease - = =
Construction - - .
Service - 133265551 33'3 '5
Climate Financing - 265221.5M 265.221.571
- 4553291 455329171
Less: Impairment allowance (1,285,459 (1,285.459)
454,043,712 454,043,712

4.3.8 Collateral Held and their Financial Effect

The general credit worthiness of & customer tends 1o be the most relevant indicator of credit quality of a loan extended 1o it
However, collateral provides additional seeurity and AVMF generally requests that borrowers provide it Smif loans also
secured to the extent of the loan amount by salaried employee which wark inside or outside ANVMF MF1 .

AVMF may take collaternl in the form of House, Vehicle, Cash/savings and proup guaraniees. AVMF does not sell or
repledge the collateral in the absence of default by the owner of the collnteral, [n addition to AVMF's focus on creditworthiness,
it alizns with its credit policy guide 10 perindically update the validation of collaterals held against all loans to customers.
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4.4 Liguidity Risk

Liquidity risk is the risk that AVMF cannot meet its mmnmg abligations when they become due, at reassonuble cost and in a
timely manner. Liguidity risk wrises because of the possibility that AVMF might be unable to meet its payment obligations
when they fall due as o result of mismatches in the timing of the cash Mlows under both normal and stress circumstances. Such
scenarios could occur when funding needed for illiguid nsset positions is not available to AVMF on accepltable terms.

The main objective of liquidity risk framework is to maintain sufficient liquidity m order to ensure that we meet our maturing
oblizations,

AVMF cash flow forecasting is performed by the finance department. The finance department monitors rolling forecasts of
liquidity requirements to ensure it has sufficient cash to meet operational needs, monitoring statement of financial position
liquidity ratio against internal and regulatory requirements  and munagement of future cash (Tow

AVMF has incurred indebtedness in the form of borrowings. AVMF evaluates its ability 1o meet its obligitions on an ongoing
basis, Based on these evaluations, AVMF plan strategies to manage its liquidity risk.

Prudent Liquidity risk management implies that sufficient AVMF is mudntained and that sufficient funding ks available 1o meet
its linhilities when due, under both normal and stressed conditions, without incurring umsceeptable losses or risk o AVMF's
repuImntion.

4.5 Market risk

Market risk is defined ns the risk of loss risk that the fair value or future cash flows of a financial instrument will Auctuate
because of changes in market risk fctors such as interest rates, foreign exchange rates, equity prices, credit spreads and their
volatilities, Market risk can arise in conjunction with trading and non-trading activities of a financial institutions.

AVMF does not ordinarily engage in trading activitics as there are no active markets in Ethiopia.

4.5.1 Management of Market Risk

Market risk 18 the nisk thar changes in market prices, which imclude currency exchonge rates and interest rates, will affect the
fuir valie or future cash flows of a financial instrument. Market risk arises from open positions in interes! rates and foreign
currencies, both of which sre exposed to general and specific market movements and changes in the level of valatility. The
main objective of Market Risk Management is to manage and control market risk exposures within acceptable parameters,
while optimizing the retum on risk.

4.5.2 Interest Hate Risk
Interest rate risk is the risk that the value of a financial instrument will be affected by changes in market interest rates.
Borrowings obtained at variable rates ghve rise to interest rte risk.

7 July 2025 Fixed Non-interest hearing Twtal
Birr Birr Rirr c
Assels
Cash and balances with 14,322 485 8,115,981 22,438,466
Lonns and receivables 5,529.363 472579349 478,108,712
Total 19,851,848 480,695330 500547078
Liabilities ':4" hCPS
Deposits from customess LI 107,051,790 107,051,895
Other linbilities - 196,599.39]  196,599,19]
Borrowing 30,956,147 30,956,147
Total s 1'._'; 1444 s 138.007.937 199,599,391 334,607.328
2l :.: AR pex r.t‘::g{
7 July 1I'i']l-t 'i'."‘“" ad Mgmgﬁram . Fixved Nom-interest bearing
g SETacurw wA‘-*""'.. - Birre

Assels ED
Cash and balances with buﬂ!i'm!numn pnh 21,790,446 5,404,630
Loans and receivables : 3,556,633 257,558,759
Tatal 25347079 162,

L} ki




Linhilities

Deposits from customers 76,005,816 T6,005.816
Other linbilities - 64,194,056 64,194,056
Borrowing 17,500,000 17,500,000
Tatal 93,505816 64,194,056 157,699,872

4.0 Capital Management

AVMF's objectives when managing capital are to comply with the capital requirements set by the National Bank of Ethiopii.
safegumnd its ability to continue as a going concern, and to maintain a strong capital base so as 1o muntiin investor, credior
and market confidence and to sustuin future development of the husiness. .

4.6.1 Capital Adequacy Ratio
According to the Licensing & Supervision of Microfinance Business Directive No MFI27/2015 of the National Bank of
Ethiopie. AVMF has to maintain capital to risk weighted assets mtio of 12% at all times.
The capital adequacy ratio is the quotient of the capital base 6f AVMF and its risk welghted asset base. Capital includes
capital contribution, retained earnings, lezal reserve and Donated equity .

T July 2025 T July 2024

Capital Rirr Birr
Capital contribution 150,000,000 149,780,000
Dommted Equity 1,129 223 1.125.222
Retnined earnings 50,448,081 107,180
l.egal reserve 3, 233,508 61,994
Reserve Surplus - (741.9%4)

04810811 150876,402

Credit equivalents for on balance sheel ilems 334,607,528 157,650 872
Risk Weighted Assels

Risk weighited balance for on-balance sheet items 500,547,178 2RE310468

4.7 Fair Value of Financial Assets and Liabilities

IFRS 13 requires un entity 10 classily measured or disclosed fuir values sccording to o hierarchy that reflects the s}gnmcln:n ar

observable inputs.

A1l assets and Habilitice for which fiir value is measured or disclosed in the financial siatements are categorized within the fiir
value hierarchy, which comprises of three levels as desaribed below, bused on the lowest level input that is significant to the
fair value measurement as a whole,

4,7.1 Valuation Models

IFRS 13 specifies n hierarchy of valuation techniques based on whether the inputs 10 those valuation techniques are observable
or unobservable. Observable input reflect market data obtained from independent sources; unobservable inputs reflect AVME's

market pssumptions. =3
- i — - 'I.F;-' -; :: B n. =
[y
4,7.2 Financial Instruments not Measured at Fair Valoe - Fair Value Hierarchy ¢1; A :: thad aa’,_ r:':{'
i T 'q"' ¢~ addis Abata
Ihe following table summarizes the carrying amounts of financinl ds TRy i e reporting dute by the 1B dikhe
fair value hiernrchy into which the fair value mmurm\mtlscnin amTheys are Bgsed on the TIPS :
the stalernent of financial position. “EATIFIED -_':GU“:
TIEED alpTT
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T duly 2025
Finuncial Asseis
Cash and balances with banks
Loans and receivables
Interest Receivable
Other nssel
Tl

Financial Linbilitics
Depasits from customers
Borrowings

Other liabilities

Totnl

7 July 2024
Financial Assets
Cash and balances with banks
Loans and receivables
Interest Receivahle
Orther assel
Total

Finameinl Liabilities
Deposits from costomers
Horrowings

Other linbilitics

Tonal

Carrying amouni Fair value
Birr Birr

D AIBA6E 22,438,466
454,043,712 454,043,712
16,104,828 16,194,828
5,529,363 5,520 363
9B I0G360  JUR 06,360

107,051,790 107,081,790
30,956,147 30,956,147
196,599,391 196,599,391

T IG0T3IR 33A00T3ER
Carrying amount Fair valug
Birr Birr

27,195,076 27.195,076

249 828.576 249,828 576
7,730,183 7,730,183

1,556,633 3,556,633

— 2RR3IN4GE 288,310,468

76,005,816 76,005,816
17,500,000 17,300,000
64,194,056 64,194,056
157,699,872 157.699.872

4,7.3 Valuation Techniques using Significant Unobservable Inputs - Level 3

AVMF has no financial asset mew.fnir value on subsequent recognition

——
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AFRICA VILLAGE MICROFINANCE S.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025

5

b

9 Loan Impairment Charge

Interest Income

Interest Income on Loans
Interest on Saving Depaosits
Interest on Staff Loan

Interest Expenses
Interest Expense on client saving deposit
Interest Expense on Loan

Net fees and commission income
Fee and commission income
Service charge
Registration Fee
Income from legal fee & Pass Book

Fee and commission expense
Net fees and commission income
7.a. Service Charges on the loans granted
Less: Unearned Service Charges realized during the year
Service Charges Eamed
Other Operating Income
Loan loss recovery
Legal fee refund
Penalty and Other Income
Fixed Assets Revaluation - Vehicles

Credit Life Insurance Premium Income
Other (Sundry) Income

Loan Loss as per GAAP
Impairment recovery
Loans written oft

1 0 Salary and Other Employees Benefits

Salary Expense

Annual leave Expenses
Severance Expenses

irtey

L P

Pension Expenses . pﬂ‘l:::*iﬁ-"
Transport Allowance  Aavt® Texd a
Represerfitive A wmlgc . s ¢ Aot Avane—~dd%
Wage and Casua - W > Ethiopig .
House Allowance 5 . " - f"ﬂcuw WAL
Hardship Allowaneg” N7y, RTHET: ACCOUNT

"'-'fn.tumr A 4

33

Currency: Ethiopian Birr

2024
78.017.647 21.636.184
370921 [ 329 848
= 75,489
TR, 588,568 23,041,521
6,313.097 2882611
2,076,727 30.833
8,389,824 1913445
9,281,752 9,730,012
188,499 73,620
199,349 71,745
9, 669,600 9.875.376
0,669,600 9875376
- 189,437
- 92252
11,158,880 1,173,950
308,790 =
4,111,790 4.680.274
5,527.417 -
b ﬁtl 3519] 2
24.394.211 17,732,445
935431 630,996
270,294 163,482
2225817 =
2,163,763 :
737421 :
412,421 :
2.293,028 =
111,293 -
33543679 18,526,923




11 Other operating expenses 7 July 2025 7 July 2024
Parking Expenses 1.524 -
Telephone VPN Internet 846,520 -
Client Death/ Life Insurance 20,984 -
Office Rent Expense 3,532,801 2,531.29%
Perdium and Traveling Expense 950516 387173
Sundry Expenses 1,060,444 180,626
Stationary and Printing Expense 842,254 1,195,585
Depreciation 1.207.506 743,507
Fuel and Lubricamt Expense 357,786 217217
Advertisement Expense 178,074 77,920
Communication Expense - 606,859
Repair and Maintenance Expense 161,440 246,882
Spare part Expense 30,585 2,665
Transport Expenses 706,559 195,913
Legal Fee 163.934 266,525
Utility Expense 111331 34353
Audit Fee 04,925 75,000
Training Expense 2,000 3,225
Bank Charge 113,815 285,973
Insurance Expense 411,119 70,620
Membership fee 345,920 -
lLicense and registration 95,794 112,788
Cash Indemnity Expenses 100 13,400
Meeting Refreshment 444,485 145,701
Uniform Expense 42,357 7.326
Medical Expense 167,733 -
Mobile Card Expense 329,352 N
Office Equipment Expenses 177,408 i
Deposit Insurance Expenses 209,407 -
Consultancy & Professional Fee 331.882 -
Photocopy & Printing Expenses 746,861 i
Municipaiity Expenses : ;ggg':': -
Vehicles Keep — Up Cost 13.965.079 2

12 Caush at Bank Balances 7 July 2025 7 July 2024
Cash a1 Bank - Saving 14,322,485 21.790.446
Cash at Bank - Current 8,115,981 5,404,630

Matiarity analyss 212438466 27,195,076
Current 22,438 466 27,195,076
L 22438466 2195076

Cash andieash equivalents in the statement nfc.l:b::f.l}'l’r:-an; the same as on the statement of financial
fa L1 =

position. 7 o ":t:fbn;::-":

13 Loans Receivables I_-‘!,*j'rﬁ“ s m“_;,_ 7 July 2025 7 July 2024
Loans Outstanding o CVERGRT D74 457669980 251394210
Gross amount ?_ TACHEW WAL 457,669,980 251,354,210
Less: Loan Impairment allowance : ;'_15:1:;;::7 :;Jf-f (1.285.459) (1,565,635)

i 456.384.521 249828 575

»

M



13.1 Impairment allowance on loans and reccivables

A reconciliation of the allowance for impairment losses for loans and receivables by class is ns follows:

Collective allowance for As at Charge for the  As at 7 July,
impairment 7 July 2025 year 2024
Impairment Loss 1,285,459 (280,176) 1,565,635
1,285.459 (280,176) 1,565,635
14 Leaschold land Balance Balance
07-07-25 Addition 07-07-24
Cost 1.027.215 1,042,321
Amortization 13,106 15,106
1,012,108 1,027,215

The company acquired 625 m2 of land on a 30 years lease term from Oromia regional Govermnment -
Sendafa Town Administration as per a lease agreement signed in 30/02/72016 E.C. The Cost of the

Lease Land Birr 1,057,427 is repayable over 40 years with annual payment of Birr 15,106

15 Investments 7 July 2025 7 July 2024
Share Investment - Inclusive Financial Technology 5.C. 2.986,198 1,958,000
Share lnvestment - Ethiopian Securities Exchange 5.C 5.000.000 5,000,000

7.986.198 6,958,000
The balances are maintained based on amortized cost valuation as there is no clearly identified market for
the instrument.

16 Other assets 7 July 2025 7 July 2024
Financial assets
Staff Loan - 1.614.207

- 1,614.297
(ther financial s 904,033
Prepayments - 67.791
Staff Receivables 71,507 48 L
: 16,217 2.884
Operation Advance !
. 182.838 326,461
Sundry Receivable by 161,168
Court Receivable 266,481 .
Prepaid Rent 4,182,008
Prepaid Insurance 22,782
Receivable from Individual . 9.12_3,
Purdium & Travel Advance N, 85,10
7 omreasar TN 5529363 1942337
Less :lmpsirment allowange on gther nsacleip', gathl TrLe *r;;'; ::{ - s
e ! Addis Ang . 5520363 5
Maturity analysis '-%,%G Ethlup-[nh. - : s Sl
Current N, ACHE W wAEIEh & 5,529,363 3,556,634
Non-Current . '."Frn-;;"f'i’-" ACCOUNT. - =
AT sy { ———
= 5,529,363 3,556,613

' s
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AFRICA VILLAGE MICROFINANCE S.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025

Currency: Ethiopian Birr
7 July 2025 7 July 2024
18 Client Saving and Deposits
Loan Insurance Fund - Compulsory 27,821,118 7.804 422
On Going Saving - Compulsory - 5,889,601
Security and Compulsory Saving 17.821,118 13,784,023
l.oan Saving - Voluntary 56,611,963 11,880,143
Individual Saving - Ordinary - 47 880 244
Tune Deposit 21,232,010 1,192,023
Other Deposits 1,386,698 1,269,383
Voluntary and Individual Savings 79.230,671 62,221,794
7 July 2025 7 July 2024
19  Other Liabilitics
Construction Retention Payable 126,167 5
Saving interest Pavable = 182678
Provident Fund and Pension 591 630 180,912
Employee Income Tax 1,139,800 301,823
Withhold Tax Pavahle 352641 114,570
[ntercompany Account = 1,180,148
Audit fee - Accrued BO,500 75,000
Other Payable a() 892 118,577
Pavable to Individual 117,512,421 1,521,363
Payable 1o Organization 73,795,636 519_?1&!??
Cash Indemnity 8,400 Eipis
Service Charge VAT Pavable ST653.456
20  Bank Term Loans T July 2024
Commercial Loan
Current
Non-Current
Awash International Bank S.C 11,936,455 15,000,000
Development Bank Of Ethiopia-RUFIP 19,019,693 2,500,000
30,956,148 17,500,000

Africa Village Micro Finance S.C. financial liabilities which includes short and long term loans.

Under IFRS, All financial liabilities are initially recognized at fair value, minus transaction costs \
thar are directly attributable to issuing the financial liability.

There are two measurement categories for financial liabilities: fair value, and amortized cost.
Financial liabilities are measured at amortized cosi, unless they are required to be measured ot fair
vitlue through profit or loss or an entity has opted to measure a liability at fair value through profit

or loss,
-5

A —

The Company secured term loans from the Development Bank of Ethiopin and Awash
Internatisnal Bank S.C., with annual interest rates of 8% and 13%, respectively. These loans,

provided n consideration of AVMF's financial services. amount to Br. 2,500,000 2" phase /s
term loan of 5,000,000 birr agreement to DBE and 14,644,692 63 birr new term loan to Awash %
Bank as per the signed contract agresment.

’ 37
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Miutureity analysis 7 July 2025 7 July 2024

Current 30,956 |48 . .
Non-Current - 17,500,000
30,956,148 17,500,000
Grants
] Lyl Az, 7 duly 2015 T July 2024
Halance as at the beginning of e e 3 =
Amorttzation - -
Balance at the end of the vey e ; - =
. TJuly 2025 7 July 2024

Current 2
MNon-Curremt _ - a

A granl loans with below market rate of interest are measured at fair value on initial recognition
loan shall be recognized and measured in nccordance with IFRS 9 Financinl Instruments:
Recognition and measurement The benefit of the below-market rate of interest shall be measured
us the difference between the initial carrying value of the loan determined in accordance with
IFRS % and the proceeds received. This benefit is accounted for in accordance with 1AS 20.

IAS 20 reguires that a grant is not recognized until there is reasonable assurance that the entity will
comply with the conditions attaching to it, and that the grant will be received. Receipt of a grant
does not of itself provide conclusive evidence that the conditions amaching to the grant have been
or will be fulfilled.

Employee Benefits 7 July 2025 7 July 2024

Severance Pavahle
Delined Benefits liabilities:

Opening Balance 480,730 472193
Severance pay - Currently Accrued (Added) 270,204 163,482
Severance Current payment (125,080) {154,939)
Liahility in the statement of financial position 625,950 480,736
Annual leave pay
Opening Balance 025,992 354,288
Leave pay - Currently Accrued (Added) 935431 630,996
Leave Current payment (28,BR2) (59,202)
1,832,541 025,992
Liability in the statement of financial position 2,458,471 1,406,728

s

Profit/Loss statement -tlmrg,: included in personnel expenses:

Seversnce costs ';_.'.._ " 370294 163,482
Annual leave pay ::‘;::*h::" 5 93543 | 630,996
S xSiae XL, 1205725 794,478 /|

o
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Total defined benefit expenses ['Sﬂl':rlntﬂ.

Measurements for:

Measurement of severance under IFRS = =
Deferred tax (liability Vasset on re measurement gain - =

Severance cost charged in the incame statement is recognized under personnel expenses based
on service veur and current saliey of the employee.

Maturity analysis 7 July 2024 7 July 2023

Current - =,

Non-Current 2,483,354 1,406,727
2,485,354 1,406,727

Severance pay

AVMF recognized severance payment plan for its employees who have served for 5 years and
above and are below the retirement age (i.e. has not met the requirement 1o access the pension
fund). The final pav-out is determined by reference to current benefit’s level (monthly siliry)
and number of years m service and 15 calculated as | month salary for the first year in
employment plus 1/3 of monthly salary for each subsequent years in employment to a maximum
of 12 months final monthly salary,

Below are the detalls of movements and amounts recognized in the financial statements:

7 July 2025 T July 2024
A Liability recognized in the financial position 2 485354 1,406,727
B Amount recognized in the profit or loss
Current service cost | 205,725 794,478
23  Capital -
23.1. Paid-up Capital 149,780,000 45,230,000
Current Additions
l'efera Tesfaye Desta 80,000
i T’f{g““ 60,000
Tilwhun Kuma 40,000
TentSsgen Belay Ayzengaw. 40,000
220000 104,780,000
AT
o »!-:‘ MAF Repd 1,:( 150,000,000 149,780,000
[ K
|r.| Addla Ababa -‘
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AFRICA VILLAGE MICROFINANCE 5.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025

Currency: Ethiopian Birr
24  Related party transactions

A number of transactions were entered into with related parties in the normal course of business.
These are disclosed below:

a) Transactions with related parties

There are no stafl” loans and advances disbursed to key management members and outstanding for
the years ended 07 July 2025.

b) Key management compensation
Key management has been determined to be the members of the Board of Directors and General
Manager of AVMIF. Benefit paid or payable to key management is shown. There were no sales or
purchase of goods and services between AVMF and key management personnel made during the vear
ended 7 July 2025.

7 July 2025 7 July 2024

Salaries and Other Short-Term Emplovee Benelits 5,707,082 3.279,662
Post-Employment Benefits 936,240 647.101
lermmation Benefits - -
Sitting allowance (GM/Representation Allowance) 132,000 132,000
Board allowance 756,000 600.000
Other expenses - -

7,531,322 4,658,763

Benefit of AVMF key management personnel includes salaries. non-cash benefits and contributions to
the post- employment defined benefits plans.

25 Events after reporting period

In the opinion of the Management, there were no events in AVMF after 7 July 2025 on the profit for
the period ended on that date, which have not been adequately proyided for or disclosed.
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AFRICA VILLAGE MICROFINANCE 5.C |
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2025

NPL & PAR by NBE Standard
Total Loan Outstanding
Substandard (91-180 past due)
Doubtful { 181-365 Past due)
Loss (More than 365 past due)
Performing Loan Outstanding

Portfolio at Risk (PR)

Total Loan Outstanding
Impairment Loss
PAR

7 July 2025

456,384,521
110,739
495,136
679,584

455,099,062

7 July 2024

251,394,210
140,398
187,459

© 1237778

249,828,576

456,384,521
1,285,459
0.28%

251,394,210
1,563,635
0.6%

Repayment rate is a popular measure that indicate the quality of risk involved in the current
outstanding portfolio. It only measures the loan portfolio or the amount of historical rate of loan

FECOVETY.

Annual Repayment Rate = Total value of principal loan collected in reporting year -
Unscheduled collection in reporting year

Total value of principal scheduled for collection in reporting year +

Value of payments in arrears at the beginning of the year.

[

i
cHEw watih

_-: "EmE- i\--;--:-l;"'ﬂﬂ:
S TFIED ALIDIT FITM

106,831,016 - 0
106,831,016 + 280,176

106.831.016
107,111,192

99.72%

-

X 100%




