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Vision

To be beacon of swift and seamless
financial solutions for the
underserved individuals and SMEs.

Mission

We are committed to provide trusted,
win-win and need-based financial
solutions to customers and sustainable
value to stakeholders through people
centered & intelligent system.

Core Values

We live our promises to customers.

We are a member of the one 'Nisir' family.
We continuously learn, evolve, and adapt.
We are committed to responsible finance

We finance sustainable progress.
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Board Chairperson’s Message

Respected Shareholders of Nisir
Microfinance Institution S.C,,

Ladies and Gentlemen,

On behalf of the Board of Directors and on my
own behalf, | am pleased to welcome you to the
13th Regular General Assembly and 5%
Extraordinary General Assembly of Nisir
Microfinance Institution S.C. | sincerely
appreciate the continued trust and support of
our shareholders, customers, Board members,

management, and employees.

| am pleased to present Nisir's performance for
the 2018 Ethiopian Fiscal Year (2025/26 G.C.), a
year marked by significant macroeconomic and
financial-sector reforms, increased
competition, and continued transformation of
Ethiopia’s financial system. Despite these
challenges, Nisir  demonstrated  strong
resilience, operational agility, and financial

discipline, delivering record results and

advancing key strategic initiatives.
Macroeconomic and Regulatory Context

The fiscal year was characterized by
macroeconomic stabilization, fiscal

consolidation, market-based monetary policy,

Michael Addisu

Chairperson. Board of Directors

Foreign-exchange reform, and financial-sector
development. Headline inflation declined to
9.7% by December 2025, before rising to 13.4%
in May 2026, reinforcing the need for prudent

financial management.

The market-based foreign-exchange regime,
expansion of digital financial services, and
development of financial-market infrastructure
created both opportunities and challenges. The

microfinance sector

d



70C

AL LTH

i

70C PU-ATT YO

NisIR MICROFINANCE- ’ ’) A Treasure For All!l!

Remained resilient, with the NBE Third Financial
Stability Report (March 2026) indicating
Adequate capital and liquidity and improving

asset-quality indicators.

The commencement of trading on the Ethiopian
Securities Exchange (ESX) under the Ethiopian
Capital Market Authority (ECMA) marked
another major milestone, creating
opportunities  for  capital  mobilization,

investment, liquidity = management, and

financing diversification.
Performance

Nisir Delivered Its Strongest-Ever Performance
in the Fiscal Year, some of the key achievements

include:

o Total Assets: Increased by 70.2% to ETB
9.42 billion, from ETB 5.53 billion in 2025.

o Human Capital: Our workforce has
grown from 216 employees last fiscal year to

280 employees this year.

o Customer Deposits: Increased by 63.6%
to ETB 6.10 billion, an increase of approximately

ETB 2.37 billion.

. Loans: Increased by 76.2% from last year

to ETB 6.69 billion. NPLs remained at

2.87%, within the regulatory threshold of

National Bank of Ethiopia.

o Total Income: Increased by 88.9% to ETB
1.83 billion, from ETB 966.6 million in 2025z

. Profit: Increased by 215.2% to ETB 522.7
million and profit after tax Increased by 207.6%

to ETB 384.9 million.

. Earnings per Share (EPS): Reached
62.5%, equivalent to ETB 625 per ETB 1,000 par-

value share, a 151% year-on-year increase.

Strategic Progress

During the year, Nisir advanced its Digital
Finance Strategy through collaboration with
domestic payment-system operators and
fintech partners, strengthening the foundation
for digital lending, savings, payments, and

improved services.

At the close of the fiscal year in June 2026, Nisir
launched its Three-Year Strategic Plan (2026-
2029), based on core strategic pillars and the
“Where to Play / How to Win" framework,
targeting sustainable asset growth, market
penetration, operational excellence, and long-
term value creation. Nisir also initiated

preparations for capital-market readiness,

A
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Strengthening governance, disclosure, and

institutional structures.
Structural and Operational Changes

The year was also one of significant institutional
transition for Nisir. As the Institution continued
to grow and respond to a changing financial-
services landscape, it had to simultaneously
strengthen its organizational foundations,
management capacity and operating systems.
The first full year of implementation of the new
organizational structure required the Institution
to embed new roles, responsibilities and
coordination mechanisms across functions. The
formation and operationalization of the
Executive Management structure, comprising
the CEO and key functional areas, marked an
important step in strengthening leadership,
accountability and decision-making. Managing
this transition alongside continued business
expansion required close coordination and

adaptability across the Institution.

The pace of growth also brought greater
demands for disciplined portfolio management,
operational efficiency, and workforce capability
and performance accountability. Sustaining
asset quality as the loan portfolio expanded,

strengthening recovery and follow-up

mechanisms, and ensuring that growth was
supported by appropriate risk controls

remained important priorities.

At the same time, the expansion of the
workforce and implementation of a structured
Performance Management System required
continued investment in people, capabilities
and alignment between individual, functional
and institutional objectives. These efforts were
complemented by continued progress in digital
transformation and service delivery, as Nisir
positioned itself to respond to evolving
customer expectations and a more competitive

financial-services environment.

Those organizational & operational changes
have provided valuable opportunities for
institutional growth, learning and
strengthening. The experience of managing
growth  while  implementing a  new
organizational structure, strengthening
management capacity, improving performance
discipline and advancing strategic and digital
initiatives has further enhanced Nisir's
institutional readiness. The resilience and

commitment demonstrated by the Board,

Management and employees throughout this

A



70C

AL LTH

i

70C PU-ATT YO

NisIR MICROFINANCE- ’ ’) A Treasure For All!l!

period provide a strong foundation for the next
phase of growth and for the effective execution

of the 2026-2029 Strategic Plan.
Looking Ahead

In the 2019 Ethiopian Fiscal Year (July 2026-
June 2027), Nisir will focus on executing the
2026-2029 Strategic Plan, accelerating digital
transformation, optimizing funding and
strengthening capital, maintaining asset quality
and risk governance, and developing people

and institutional capability.

Furthermore, after evaluating various options
for developing the land we acquired on a lease
basis from the Addis Ababa City
Administration, located in Arada Sub-City, we
have decided to proceed using the institution’s
own capacity. Accordingly, excavation and civil
work for the foundation and infrastructure of
the institution’s future modern headquarters

will commence.

A Word of Gratitude

| extend my sincere appreciation to our
shareholders for their continued trust and
investment; to the Board for its leadership and
oversight; to Management and all Nisir
employees for their dedication; and to our
valued customers for choosing Nisir as their

financial partner.

As we commence execution of the new Three-
Year Strategic Plan in FY 2026/27, | am
confident that Nisir is well positioned to
convert opportunities into sustainable growth

and long-term value.

Thank you.

Michael Addisu

Chairperson, Board of Directors
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CEO's Message:

To Our Valued Shareholders, Esteemed
Customers, Partners, and Colleagues,

It is with great privilege that | present to you
Nisir ~ Microfinance Institution’s  annual
performance report for the 2025/26 (2018 E.C.)
financial year. In a dynamic economic
environment marked by regulatory shifts and
expanding market opportunities across
Ethiopia's  financial  sector, Nisir  has
demonstrated operational agility, disciplined
execution, and an unwavering commitment to
inclusive financial growth.

The past year was a landmark period defined
not only by exceptional financial returns but
also by foundational structural investments that
position Nisir as a modern, forward-thinking
financial institution.

Operational & Financial Report Highlights

Guided by our core purpose to empower micro,
small, and medium enterprises (MSMEs) and
underserved individuals, Nisir executed its
annual plan with precision. Through strong
liquidity management, proactive risk oversight,
and customer-centric product and service
delivery, Nisir delivered record-breaking results:

o Assets: Total Assets grew by 70.21% to
reach ETB 9.42 Billion, up from ETB 5.53 Billion
in the previous year.

. Deposit Mobilization: Public trust in
Nisir deepened significantly, driving Total
Deposits up by 63.6% to ETB 6.10 Billion.

T~

Mulugeta Embiale

Chief Executive Officer

. Credit Provision & Portfolio Quality:
Net Loans and Advances expanded by 76.2% to
ETB 6.69 Billion, while maintaining the non-
performing loan (NPL) ratio, 2.87%, below the
National Bank of Ethiopia’s threshold.

. Earnings & Shareholder Value: Total
Income grew by 88.9% to ETB 1.83 Billion,
pushing Profit Before Tax to ETB 522.7 Million
(+215.2%) and Profit After Tax to ETB 384.9
Million (+207.6%), resulting in an Earnings Per
Share (EPS) of 62.5%.

A
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The Road Ahead (2026-2029)

As we close FY 2025/26, Nisir stands at the
threshold of a new growth phase. At the end of
this fiscal year, we finalized and launched our
Three-Year Strategic Plan (2026/27-2028/29),
which will be used to consistently deliver
greater performances.

Looking into FY 2026/27, our key priorities
include:

1. Network Expansion: Opening 10
additional branches to expand our reach to 30
physical locations.

2. Human Capital & Organizational
Transformation: Transition to a competency-
based  human  resource  management
framework, roll out the revised organizational
design, strengthen the standardized
Performance Management System (PMS), and

establish structured talent pipelines.

3. Infrastructure Investment: Breaking
ground on our future Headquarters building

4. Digital Scale: Strengthening the digital
operation by launching full-suite mobile app
services.

Words of Appreciation

Our performance this year reflects the collective
effort of the entire Nisir family. | extend my
gratitude to the National Bank of Ethiopia for
their unwavering guidance, to our valued
Customers for their trust, to our Board of
Directors for their visionary leadership, to our
Employees for their dedication and to our
Esteemed Shareholders for your confidence
and support.

As we embark on executing our 2026/27-
2028/29  Strategic Plan, Nisir remains
committed to building a resilient, digital
enabled, and impact-driven microfinance
institution that creates enduring value for all
stakeholders.

Respectfully,

Mulugeta Embiale

Chief Executive Officer
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REPORT OF THE BOARD OF
DIRECTORS
On behalf of the Board of Directors, it is my

privilege to present the annual report of Nisir
Microfinance Institution S.C. (“Nisir" or “the
Institution”) together with the audited financial
statements for the year ended 30 June 2026.
The financial statements have been prepared in
accordance  with International  Financial
Reporting Standards (IFRS) and audited by an
Authorized Audit Firm, who have expressed an

unqualified opinion.

The 2025/26 financial year (2018 E.C.) was the
strongest in the Institution's history. Every core
indicator recorded material growth, and
profitability more than tripled. The table below
summarizes the Institution's key results relative

to the prior year

The year was conducted against a backdrop of
far-reaching macro-economic reform. Following
the National Bank of Ethiopia's move to a

market-determined floating exchange-rate

Regime and the associated monetary reforms,
the operating environment was marked by
elevated inflation and rising cost of funds.
Notwithstanding  these  pressures, the
Institution delivered record growth in deposits,
loans, assets and profit, while maintaining
sound asset quality and a comfortable capital
position. These results are a testament to the
commitment of our management, staff,

customers and shareholders.

Deposit mobilization

Total deposits grew by 63.6% to reach ETB 6.10

Indicator (ETB | 30 June E billion at 30 June 2026, up from ETB 3.73 billion
'000) 2026

Total assets 9,421,202 5,534,845 +70.2% @ year earlier — an absolute increase of ETB
Total deposits 6,104,879 3,732,784 +63.6% 2.37 billion. Deposit mobilization remained the
gj&;zigz& 6,685,555 3,793,902 +76.2%  Institution's primary source of funding, and its
Total capital 1.160,335 210,264 - sustained expansion underpins the growth of
(equity) he | book

the loan book.
Paid-up capital 678,342 521,537 +30.1%
Total income 1,826,051 966,586 +88.9%
Profit before 522,687 165,830 +215.2%
tax
Profit after tax 384,867 125,124 +207.6%
Earnings per 62.5% 24.9% +151.0%

share (%)
Table 1 Major financial KPIs

A



¢ 20C,

NISIR MICROFINANCE

70C LU-ATT YO
A Treasure For All!l!

8,000 6105

6,000
3,733
4,000 2,066
2,000 628 823 1,055
o e wam N

Ui \“l/b‘ b‘\’ﬁa \’lg)

Figure 10: Total deposits, ETB millions (2020/21-2025/26)

Time deposits continued to dominate the

deposit base, accounting for ETB 4.87 billion

(80.9% of deposits excluding accrued interest),
followed by voluntary savings of ETB 789.0
million (13.1%) and compulsory savings of ETB
360.7 million (6.0%). In line with the Institution's
funding strategy, management continues to
work toward gradually diversifying the deposit
mix and reducing the concentration of higher-

cost time deposits over the medium term.

= Time deposit

m Voluntary
saving

Compulsory
saving

Figure 11: Composition of deposits, 30 June 2026

Deposit
product (ETB
'000)
Time deposit 4,873,176 3,053,341 +59.6%
Voluntary saving 789,032 409,497 +92.7%
Compulsory

. 360,667 247,481 +45.7%
saving
Accrued interest

. 82,003 22,465 +265.0%

on deposits
Total deposits 6,104,879 3,732,784 +63.6%

Loans and Advances

The Institution's gross loan portfolio expanded
by 76.2% to ETB 6.78 billion (2025: ETB 3.85
billion), while net loans and advances after
impairment reached ETB 6.69 billion. Lending
remained firmly grounded in each borrower's
repayment capacity, supported by robust
collateralization: the portfolio's collateral

coverage ratio stood at a healthy 2.92 times.
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Figure 12: Gross loan portfolio growth, ETB millions
(2020/21-2025/26)

Portfolio quality was maintained within prudent

limits. Non-performing loans represented
approximately 2.87% of the gross portfolio

(2025: 2.9%), which remains within

The National Bank of Ethiopia's threshold. The
loan provision amount rose to ETB 95.8 million
in line with portfolio growth, and ETB 15.4
million of long-outstanding balances were

written off during the year.

By economic sector, the portfolio remained
concentrated in Service (49.7%) and Trade
(37.6%), followed by Construction (5.2%) and
Manufacturing (4.7%). The Board continues to
encourage diversification toward the productive
sectors while managing sectoral concentration

risk.

Construction . 5.2%

Manufacturing . 4.7%
Staff loan I 1.7%
Agriculture | 0.7%
Consumption | 0.4%

Figure 13: Loan portfolio distribution by economic sector,
30 June 2026

Sector (ETB ‘ 30 June

% share

30 June % share
'000) 2026 2025

Service 3,379,782 4972% 1,803,998
Trade 2,560,072 37.66% 1,412,000
Construction 354,079 5.21% 215,397
Manufacturing 316,639 4.66% 190,218
Staff loan 112,413 1.65% 70,903
Agriculture 49,881 0.73% 22,788
Consumption 24,362 0.36% 3,728
Gross loans 6,797,228  100.00% 3,719,032

to customers

Financial Performance

Total income rose by 88.9% to ETB 1.83 billion
(2025: ETB 966.6 million), driven principally by
interest income on the expanding loan book of

ETB 1.68 billion, complemented by fees and

A
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Commission income of ETB 80.1 million and
other operating income of ETB 69.1 million.
Total expenses grew more slowly, by 62.8%, to
ETB 1.30 billion, reflecting higher interest
expense on deposits and borrowings alongside

disciplined cost management.

The faster growth of income relative to expense
drove a marked improvement in operating

Profit

The Institution recorded a profit before tax of

m Total income Total expense

1,500 1,303

1,000

543
b9y 430 498
500 334
154 196
106
o, mm

®
ETB 522.7 million, more than three times the
prior year (2025: ETB 165.8 million). After a tax
charge of ETB 137.8 million, profit after tax

reached ETB 384.9 million, a 207.6% increase

efficiency.
Item (ETB | FY
FY 2025/26 Growth

'000) 2024/25
Interest
. 1,676,903 884,237 +89.6%
income
Fees and
commission 80,093 40,546 +97.5%
income
Other
operating 69,054 41,803 +65.2%
income
Total income 1,826,051 966,586 +88.9%
Interest

865,822 508,238 +70.4%
expense
Loan
impairment 55,557 38,473 +44.4%
charge
Operating

381,985 254,045 +50.4%
expenses
Total expense 1,303,364 800,756 +62.8%

Figure 14: Total income vs. total expense, ETB millions

(2020/21-2025/26)

M Profit before tax Profit after tax

600 523
500 385
400
300
200 166 125
0 I

2023/24 2024/25 2025/26

Figure 15: Profit before and after tax, ETB millions
(2023/24-2025/26)

Financial Positions

Total assets grew by 70.2% to ETB 9.42 billion
(2025: ETB 5.53 billion). Net loans and advances

constituted the largest asset class at 71.0% of

A
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the balance sheet, followed by cash and bank
balances at 16.8%. The Institution's liquidity
position strengthened considerably, with cash
and cash equivalents almost doubling to ETB

1.59 billion.

m Net loans &
advances

W Cash & bank
balances

Figure 16: Composition of total assets, 30 June 2026

Borrowings rose to ETB 1.58 billion (2025: ETB
815.7 million) following new facilities obtained
to support loan growth. Total capital increased
by 64.6% to ETB 1.17 billion and paid-up capital
reached ETB 678,342,065.

B Total assets M Total liabilities = Total capital

10,000 9,421
8,252

8,000

6,000 >3, 825

4,000 3,498 2,921

2,000 1,169

710

2023/24 2024/25 2025/26

Figure 17: Balance-sheet structure, ETB millions
(2023/24-2025/26)

Earnings Per Share

Basic earnings per share rose to ETB 625 (2025:
ETB 249), equivalent to a return of 62.5% on the
weighted-average paid-up capital of ETB 1,000
par value — a 151% increase in absolute
earnings per share and the highest level the

Institution has achieved.

700 625
600

500
400
300 249
200
100

85

2023/24 2024/25 2025/26

Figure 18: Basic earnings per share, ETB (2023/24—
2025/26)

A



70C

AL LTH

i

70C PU-ATT YO

NisIR MICROFINANCE- ’ :) A Treasure For All!l!

Human Resources

The Institution's people remain central to its
performance. During the year, Nisir continued
to strengthen its workforce and management
capabilities across its branch network of 20
offices, invested in staff training and
development, and refined its performance-
management system to align individual
objectives with institutional targets. The year
also marked the completion of one year since
the implementation of the Institution’s new
organizational structure, which brought notable
improvements in management capacity and

organizational coordination.

A key development under the new structure
was the establishment and operationalization
of the Executive Management team, comprising
the Chief Executive Officer (CEO), Executive
Officer for Resource and Operations/Channel
(EORC), and key Directors representing key
functional areas of the Institution. This
strengthened management structure has
enhanced the Institution’s capacity to
coordinate functions, address operational and
strategic issues, facilitate timely decision-
making, and provide clearer accountability

across business and support functions.

The Institution also continued to enhance
workforce capabilities through continuous
performance monitoring and evaluation
supported by a structured Performance
Management System (PMS). The system
provides a framework for aligning individual
and unit-level objectives with institutional
priorities, monitoring performance against
agreed targets, identifying performance gaps,
and supporting timely

management

interventions and staff development.

Total staff costs for the year were ETB 192.9
million. During the 2026 closing, the Institution’s
total headcount reached 280, representing a
30% increase from 216 in the previous year. The
growth in human resources, together with the
strengthened management structure and
performance-management practices, reflects
the Institution's continued investment in
building the organizational capacity required to
support its expanding operations and strategic

objectives.

Board of Directors and Chief Executive
Officer Remuneration

In the 2025/26 financial year, the total amount
of remuneration paid to our institution's Board
of Directors and Chief Executive Officer (CEO)
were ETB 640,000 and ETB 5,619,882.20,

A
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respectively. Additionally, the loan amount
granted to the CEO was ETB 6,681,276.00. In
addition, ETB 2,500,000 loan was granted to a

Board of Director.

Information Technology and
Digital Finance

Nisir ~ Microfinance Institution S.C. has
strengthened its technology infrastructure
during the financial year by bringing significant
growth to its digital finance service capabilities.
Among the key achievements in this sector were
enabling money transfers and payments via
Telebirr and providing customers with
convenient digital finance services. Additionally,
Nisir has completed the necessary preparations
and prerequisites to introduce digital finance
services on the Telebirr Market, and we are
currently awaiting approval from the National
Bank of Ethiopia before going operational. In
connection with this, Nisir has partnered with
Kacha and undertaken extensive work to
strengthen and expand digital financial services.
As part of its commitment to strengthening
digital customer identification and Know Your
Customer processes, our institution's ongoing
integration of the National ID system with
customer identification and Know Your

Customer (KYC) operations makes us a leader

among microfinance institutions. Furthermore,
by initiating and implementing in-house
developed  automation initiatives,  our
institution has improved operational efficiency,
creating a solid foundation for seamless
integration among core systems, business

processes, and digital channels.

Risk Management, Compliance
and Internal Control

The Institution maintains an independent risk
management and compliance  function
overseen by the Board, providing an integrated
framework  for identifying, assessing,
monitoring and mitigating key risks. During the
fiscal year, the Institution continued to
strengthen its management of credit, liquidity,
market and operational risks, while further
enhancing its anti-money laundering (AML) and
know-your-customer (KYC) frameworks. The
internal control environment and internal audit
function continued to provide assurance on the
adequacy and effectiveness of controls,
safeguarding the Institution’'s assets and
supporting compliance with applicable laws,

regulations and internal policies.

In response to the evolving macroeconomic
environment and the associated pressures on

borrowers, particularly MSMEs, management

A
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intensified portfolio monitoring and
strengthened proactive credit-risk management
measures. Particular emphasis was placed on
the timely identification of emerging portfolio
risks, structured follow-up of delinquent
accounts, recovery efforts, and appropriate

restructuring and remedial actions to preserve

asset quality.

During the fiscal year, the Institution
implemented a number of focused initiatives to
reduce non-performing loans (NPLs) and
strengthen overall portfolio quality. Dedicated
taskforces were established to undertake
continuous monitoring, follow-up and recovery
of non-performing exposures, supported by
coordinated efforts across relevant business
and support functions. These measures,
together with strengthened accountability and
management oversight, contributed to a

significant improvement in asset quality.

As a result of these concerted efforts, the
Institution succeeded in reducing its NPL ratio
to 2.87% by the end of the fiscal year, achieving
a level below the internal threshold established
by the institution and National Bank of Ethiopia.
This improvement reflects the Institution's
credit-risk

strengthened management

practices, intensified recovery and follow-up

efforts, and  management's  sustained
commitment to maintaining a sound and

resilient loan portfolio.

Strategic Priorities for fiscal year
2026/27

The coming year is the first full year of
implementation of the Institution's 2026-2029
Strategic Plan, built around five strategic pillars
and a five-segment “Where to Play / How to Win"”
framework. The Board has approved the

following priorities for FY 2026/27:

° Grow the outstanding loan book while
maintaining non-performing loans within

prudential limits.

. Accelerate deposit mobilization across
additional branch networks, and manage the
cost of funds - including a gradual reduction of

the time-deposit concentration.

. Deepen the Save-to-Borrow linkage to
build low-cost, sticky deposits alongside credit

growth and increase customer base.

e Expand digital financial services and
technology-enabled channels to widen

access and lower service-delivery costs.

. Strengthen institutional capacity -

people, systems and data - including the

A
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Enterprise Data Archive initiative and structured

customer-satisfaction surveys.

° Complete registration of the Institution
(listing) with the Ethiopian Capital Market
Authority (ECMA), pursuant to Capital Market
Proclamation No. 1248/2021.

Acknowledgement

On behalf of the Board of Directors, | extend my
sincere gratitude to our esteemed shareholders
for their continued trust, to our customers for
their loyalty, to the National Bank of Ethiopia
and other regulators for their guidance, and to
the management and staff of Nisir for their
dedication and hard work in delivering these
outstanding results. We look to the year ahead

with confidence.

e

Ato Michael Addisu

Chairperson, Board of Directors
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1. ORGANIZATION INFORMATION

NISIR MICROFINANCE INSTITUTION S.C. Registered Office
Microfinance Business License No: MFI/037/2014  Addis Ababa
Trade License No: 06/2/06393/96  Ethiopia
Organization TIN Number: 0042013423 P.0.Box 35/1250
Board of Directors:
Name Position Name
1 Ato Michael Addisu Chairperson 5. Ato Netsanet Tsegaw
2 Wi/ro Yodit Kassa D/Chairperson 6. Ato Fitsum Zewdu
3 Wi/ro Menna Selamu Director 7. Ao Bisrat Teshome
4 Ato Berhanu Molla Director 8. Wi/t Kalkidan Tsegaye
Senior Management
No Name Position No Name
1 Mulugeta Embiale Chief Executive Officer 7 Mesfin Beyene
2 Kalewold Tegegne Executive Officer, Resource & 8  Tefera Dereje
Channel
3 Helina Tesfaye Director, Resource and 9  Bethlehem
Partnership Customer Mekonnen
10  Tadele Beza
11 Moti Abelti
4 Andualem Amare Director, Credit Operation 12 Nahom Tesfaye
5  Orthodox Tewahido Director, Channal and 13 Bereket Shiferaw
Customer Experience
6 Esayas G/medhin Director, Risk Mgmt & 14 Yeshewafire Adela
Compliance
Independent Auditor
Tesfaye Teferi Anbesse, Authorized Audit Firm,
Chartered Certified Accountants
P O Box 102297,
Email: tefayetef@gmail.com
Address: Tibebeu Building infront of Dreamliner Hotel, Meskel Flower, Addis Ababa Ethiopia
Website: https://ethiopiaauditconsult.com
Principal Bankers
Awash Bank S.C
Commercial Bank of Ethiopia
Abysinia Bank SC [ —
d 4.4 KA |
Lyt a..g?fmrém m:;zss? {
ol MR RCET |
FIED AUDIT FIRM
57 Addis Ababa,Ethiopia
yotafiigmeil.com

Website: https://nisirmfi.com/
E-mail: info@nisirmfi.com

Position

Director
Director
Director
Company Secretary

Position
Director, Finance & Investment

E/Director, Information
Technology

Director, Human Resource
Management

Director, Legal &Loan recovery
Director, Strategy & Brand

Manager, Digital Finance &
Technology Project
Manager, Finance &
Investment

Manager, Human Resource
Operation Management
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2. STATEMENT OF DIRECTORS’ RESPONSIBILITY

In accordance with the Financial Reporting Proclamation No.847/2014, the management of NISIR Micro
Finance Institution Share Company is responsible for the preparation of financial statements in compliance
with International Financial Reporting Standards (IFRS) as issued by the International Accounting Standards
Board (IASB) and in the manner required by the Commercial Code of Ethiopia Proclamation No 1243/2021.
This responsibility incudes:

v' Fair Presentation: Ensuring the financial statements fairly present the financial position, financial
performance, and cash flows of the Company.

v Accounting Policies: Selecting and applying appropriate accounting policies consistently.

v' Judgments and Estimates: Making accounting estimates that are reasonable and prudent in the
circumstances.

v" Internal Controls: Designing, implementing, & maintaining internal controls relevant to the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.

v’ Safeguarding Assets: Maintenance of adequate accounting records and an effective system of risk
management to protect the Company's assets and prevent fraud.

v" Going Concern: Assessing the Company’s ability to continue as a going concern, with no intention to
liquidate the Company or cease operations in the foreseeable future.

The Directors confirm that the financial statements have been prepared in accordance with IFRS, are
prepared on the basis of appropriate accounting policies consistent with the previous year, supported by
reasonable judgments, and that all accounting records have been properly maintained.

The Directors believe that the financial statements give a true and fair view of the state of the financial
affairs of the institution and of its profit or loss.

The Directors further accept responsibility for the maintenance of accounting records that may be relied
upon 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.

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 Board of Directors on August 12, 2026 and signed on their
behalf by:
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3. INDEPENDENT AUDITORS’ REPORT
TO THE SHAREHOLDERS OF NISIR MICROFINANCE INSTITUTION S.C.

Opinion

We have audited the financial statements of Nisir Microfinance Institution S.C. (the " Institution "), which
comprise the statement of financial position as of June 30, 2026 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.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Institution as of June 30, ,2026 and its financial performance and cash flows for the year then
ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). 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 Institution in accordance with the ethical
requirements that are relevant to our audit of the financial statements in Ethiopia, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS, and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Institution’s financial reporting process.
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, 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
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

ldentify 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 that of one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls.

Obtain an understanding of internal control relevant to the audit to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control

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 Institution’s ability to continue as a going concern. If we
conclude that a 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. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Institution 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 and Regulatory Requirements

We have no comments to make on the report of the Board of Directors relating to financial matters, and
pursuant to Article 375 of the Commercial Code of Ethiopia, Proclamation No 1243/2021. We recommend
that the accompanying financial statement be approved.

Tesfaye Teferi Anbesse, Certified Public Audit Firm Addis Ababa
Chartered Certified Accountants August 12, 2026
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MNISIR MICROFINANCE - ‘ “

AS AT 30 JUNE 2026
30 June 2026 30 June 2025
Notes ETB ETB
Assets
Cash and cash equivalents 8.5 1,586,240,603 806,832,972
Loans and advances to customers (Net) 8.6 6,685,554,743 3,793,901,808
Other assets and prepayments 8.7 139,222,774 87,136,326
Investment in securities 8.8 61,393,189 10,290,000
Right-of-use asset 8.9 62,980,690 38,208,922
Property, plant and equipment 8.10 884,705,128 796,017,981
Intangible asset 8.11 1,104,716 2,457,022
Total assets 9.421,201,843 5,534,845,031
Liabilities
Current liabilities
Deposits from customers 8.12 5,494,391,027 3,359,505,631
Borrowing 8.13 316,132,986 163,149,084
Current tax liability 8.15 (b, d) 138,090,287 33,820,017
Other liabilities 8.16 370,769,909 209,584,673
6,319,384,209 3,766,059,405
Non-current liabilities
Deposits from customers 8.12 610,487,892 373,278,403
Borrowing 8.13 1,264,531,942 652,596,336
Lease liability 8.14 30,777,766 20,739,326
Other liabilities 8.16 13,026,944 5,385,946
Deferred tax liabilities 8.15(c, d) 13,657,706 6,521,925
1,932,482,250 1,058,521,936
Total liabilities 8.251,866,459 4,824,581,341
Equity
Share capital 8.17 678,342,065 521,537,000
Legal reserve 8.18 39,498,098 20,173,266
Retained earnings 8.19 376,695,444 116,097,988
Regulatory risk reserve 8.20 32,092,546 43,245,436
Other reserve 8.21 33,497,232 -
Share premium 8.22 9,210,000 9,210,000
Total equity 1,169,335,385 710,263,690
Total liabilities and equity 9.421,201,843 5,534,845,031

The financial statements and the notes on pages were approved and authorized for issue by the Board of Directors on
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5. STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2026

Interest income calculated using effective interest method

Interest expense

Net interest income before impairment
Loan impairment loss

Net interest income

Fees and commission income
Other operating income
Net operating income

Salaries and other employee benefits

General and administrative expenses
Depreciation on property, plant and equipment
Amortization of intangible asset

Amortization of right-of-use assets

Impairment on other assets

Profit before tax
Tax expense

Profit for the year after tax
Other comprehensive income

Change in equity investment at FVOCI
Deferred tax

Total comprehensive income for the year
Earnings per share

Basic earnings (1 r share
e Aoy
(2 2o,

v

Notes

8.24
8.25

8.7 (b)

8.26
8.27

8.28
8.29
8.10
8.11
8.9
8.30

8.15.(a)

30 June 2026 = 30 June 2025
ETB ETB
1,676,902,968 884,236,884
(865,821.979) = (508,238,245)
811,080,989 375,998,639
(65,557,125) (38,473,207)
755,523,864 337,525,432
80,093,331 40,545,582
69,054,331 41,803,333
904,671,526 419,874,347
192,888,572 112,599,010
142,518,832 101,261,296
21,299,800 18,444,242
1,352,305 1,352,305
23,371,349 20,349,879
553,648 37,926
381,984,506 254,044,658
522,687,021 165,829,689
(137,819,635) (40,705,248)
384,867,386 125,124,441
47,853,189 -
(14,355,957) -

33,497,232
418,364,618 125,124,441
25 249

Mulugeta Embiale

Chief Executive Officer
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6. STATEMENT OF CHANGES IN EQUITY
NISIR MICROFINANCE INSTITUTION S.C
FOR THE YEAR ENDED 30 JUNE 2026

Share Legal Retained Regulatory Other Share Total
Capital Reserve Earnings Risk reserve Premium ETB

ETB ETB ETB Reserve ETB

ETB

Balance 30 June 2024 482,101,526 14,677,935 31,072,029 39,714,316 9,210,000 576,775,806

Profit for the year - - - -
125,124,441 125,124,441

Transfer from deferred tax liability - - - -
8,100,890 8,100,890

Increase of the share capital - - -

39,435,474 (39,172,920) 262,554
Transfer to legal reserve - - -
5,495,331 = (5,495,331)

Transfer to IFRS Adjustment - - (3,531,121) 3,531,121 -
Reserve

Balance 30 June 2025 521,537,000 20,173,266 116,097,988 43,245,436 9,210,000 710,263,690

Profit for the year - - - - -
384,867,386 384,867,386

Transfer from tax liability - - - - -
40,705,250 40,705,250
Increase of the share capital - - - - 1,827

156,805,065 (156,803,238

)
Transfer to legal reserve - - - -
19,324,832  (19,324,832)

Transfer to regulatory risk reserve
11,152,890  (11,152,890)

Other reserve - - - - 47,853,189 - 47,853,189
Differed tax liability

(14,355,957) (14,355,957)
Balance 30 June 2026 678,342,065 39,498,098 376,695,444 32,092,546 33,497,232 9,210,000 1,169,335,385
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7. STATEMENT OF CASH FLOW
NISIR MICROFINANCE INSTITUTION S.C
FOR THE YEAR ENDED 30 JUNE 2026

30 June 2026 30 June 2025
Notes ETB ETB
Cash flows from operating activities 8.23 178,601,343 306,400,133
Taxation

Income tax paid - -
Withholding tax paid 8.15(c) 483,922 363,307
483,922 363,307

Cash flows from investing activities
Purchase of property, plant and equipment 8.10 (111,087,578) (15,357,162)
Acquisition of land - i
Purchase of right-of-use assets 8.9 (49,293,548) (15,893,565)
Net cash (outflow)/inflow from investing activities (160,381,126) (31,250,727)

Cash flows from financing activities
Proceeds (settlement) from borrowings 8.13 764,919,509 122,163,467
Proceeds from issues of shares 6 1,827 262,554
Investment (Eth Switch) 8.8 (3,250,000) (6,930,000)
Net cash (outflow)/inflow from financing activities 761,671,336 115,496,021
Net increase/(decrease) in cash and cash equivalents 779,407,631 390,282,120
Cash and cash equivalents at the beginning of the year 806,832,972 416,550,853
Cash and cash equivalents at the end of the year 1,586,240,603 806,832,973

TIFIED ALDIT FIRIE
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8. NOTES TO THE FINANCIAL STATEMENTS

8.1. General Information

Nisir Microfinance Institution S.C. (“the Institution or Nisir MFI”) was established on 24 April 2014 in accordance
with the provisions of the Commercial Code of Ethiopia, Proclamation No 1243/2021 and the Micro-Financing
Business Proclamation No. 626/2009.

The Institution conducts its business under the Law on Microfinance activity and is regulated by the National Bank
of Ethiopia (“NBE”). The address of the Institution is as follows:

Nisir Building, Bole Rwanda
www.hisirmfi.com ; info@nisirmfi.com
P.0.BOX 35/1250

Addis Ababa, Ethiopia

Nisir MFI provides a range of innovative financial products and services to micro, small and medium enterprises
(MSMEs) and individuals in Ethiopia.

8.2. Basis of Preparation

a. Statement of Compliance
The Institution has prepared a full set of financial statements for the year ended June 30, 2026 in accordance
with International Financial Reporting Standards (IFRS) as issued by the International Accounting Standards
Board (IASB).

The financial statements comprise the statement of profit or loss and other comprehensive income, the
statement of financial position, the statement of changes in equity, the statement of cash flows and the notes
to the financial statements.

b. Basis of Measurement
The measurement basis used is the historical cost basis except where otherwise stated in the accounting
policies below. Modified valuation is applied for certain financial instrument classifications that shall be
measured at fair value.

¢. Functional and Presentation Currency
ETB is the functional currency of the Institute. The financial statements are presented in Ethiopian Birr (ETB).

d. Use of Estimates and Judgements
The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgment in the rreggee.of applying the Institution’s
accoun ‘gpali €%, .Changes in assumptions may have a mgmﬂca?ﬁpaﬁ ‘oittthe financial statements in the
b
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e. Going Concern

The financial statements have been prepared on a going concern basis. Management believes that the
Institution will continue to operate and remain in existence for at least the next 12 months.

8.3. Summary of Significant Accounting Policies

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

8.3.1. Recognition of Income and Expenses

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Institution and
the revenue can be reliably measured, regardless of when the payment 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 duty.

Nisir MFI earns income from interest on loans given to customers, interest income from deposits with local banks,
fees collected from loan clients, rental income, and others.
i) Interest Income and Expense

Interest income and expense are recognized in profit or loss using the effective interest method. The
‘effective interest rate’ is the rate that exactly discounts estimated future cash payments or receipts through
the expected life of the financial instrument to:

o the gross carrying amount of the financial asset; or
 the amortized cost of the financial liability.

When calculating the effective interest rate for financial instruments other than purchased or originated
credit-impaired assets, the institution estimates future cash flows considering all contractual terms of the
financial instrument, but not ECL.

The ‘amortized cost' of a financial asset or financial liability is the amount at which the financial asset or
financial liability is measured on initial recognition minus the principal repayments, plus or minus the
cumulative amortization using the effective interest method of any difference between that initial amount and
the maturity amount and, for financial assets, adjusted for any expected credit loss allowance.

The ‘gross carrying amount of a financial asset’ is the amortized cost of a financial asset before adjusting for
any expected credit loss allowance.

;;rﬁ,;‘; ;rggg)lneganq expﬂnse the effectlve interest rate is
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However, for financial assets that have become credit-impaired subsequent to initial recognition, interest

income is calculated by applying the effective interest rate to the amortized cost of the financial asset. If the
asset is no longer credit- impaired, then the calculation of interest income reverts to the gross basis.

For financial assets that were credit-impaired on initial recognition, interest income is calculated by applying
the credit-adjusted effective interest rate to the amortized cost of the asset. The calculation of interest income
does not revert to a gross basis, even if the credit risk of the asset improves.

Interest income and expenses presented in the statement of profit or loss and OCI include:

* interest on financial assets measured at amortized cost;
* interest on financial liabilities measured at amortized cost

ii) Dividend Income
Dividends are recorded in equity in the period in which they are declared. Any dividends declared after the
end of the reporting period and before the financial statements are authorized for issue are disclosed in the
subsequent events note.

iii) Fees and Commission Income

Fees and commissions are generally recognized on an accrual basis when the service has been provided.
When a loan commitment is not expected to result in the draw-down of a loan, loan commitment fees are
recognized on a straight-line basis over the commitment period. Commission and fees arising from
negotiating, or participating in the negotiation of, a transaction for a third party — such as the arrangement of
the acquisition of bonds, shares or other securities are recognized on completion of the underlying
transaction. Service fees are recognized based on the applicable service contracts, usually on a time-
apportionate basis. Performance-linked fees or fee components are recognized when the performance
criteria are fulfilled.

8.3.2. Financial Assets and Liabilities

IFRS 9 sets out requirements for recognizing and measuring financial assets, financial liabilities and some
contracts to buy or sell non-financial items. This standard replaces IAS 39 Financial Instruments: Recognition and
Measurement. The requirements of IFRS 9 represent a significant change from IAS 39. The new standard brings
fundamental changes to the accounting for financial assets and to certain aspects of the accounting for financial
liabilities.
i) Recognition and Initial Measurement

Financial liabilities s

The In/skm\ smdmg in financial iabiltes represents mainly dep )4t Hromcustainers, long-term liabilities
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ii) Classification
Financial Assets
On initial recognition, a financial asset is classified as measured at: amortized cost, FVOCI or Fair Value
through Profit or Loss (FVTPL). A financial asset is measured at amortized cost if it meets both of the
following conditions and is not designated as at FVTPL.:

v’ the asset is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

v"the contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI

v A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not
designated as at FVTPL

v the asset is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets; and

v the contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI.

On initial recognition of an equity investment that is not held for trading, the Institution may irrevocably elect
to present subsequent changes in fair value in OCI. This election is made on an investment-by-investment
basis.

All other financial assets are classified as measured at FVTPL. In addition, on initial recognition, the
Institution may irrevocably designate a financial asset that otherwise meets the requirements to be measured
at amortized cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise.

Business Model Assessment

The Institution makes an assessment of the objective of a business model in which an asset is held at a
portfolio level because this best reflects the way the business is managed and information is provided to
management. The information considered includes:

v' the stated policies and objectives for the portfolio and the operation of those policies in practice. In
particular, whether management's strategy focuses on earning contractual interest revenue,
maintaining a particular interest rate profile, matching the duration of the financial assets to the
duration of the liabilities that are funding those assets or realizing cash flows through the sale of the
assets;

v how the performance of the portfolio is evaluated and reported to the Institution's management;

v' the risks that affect the performance of the business model (and the financial assets held within that
business model) and its strategy for how those risks are managed;

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value
basis are me: d at FVTPL because they are neither held to coIIect x-mrav iwal cash flows nor held both
to colml £ash rows and to seII flnan0|al assets. S,
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Assessment of Whether Contractual Cash Flows are Solely Payments of Principal and Interest (SPPI)

For the purposes of this assessment, 'principal' is defined as the fair value of the financial asset on initial
recognition. 'Interest' is defined as consideration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular period of time and for other basic lending
risks and costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are SPPI, the Institution considers the contractual terms of
the instrument. This includes assessing whether the financial asset contains a contractual term that could
change the timing or amount of contractual cash flows such that it would not meet this condition. In making
the assessment, the Institution considers:

contingent events that would change the amount and timing of cash flows;

leverage features;

prepayment and extension terms;

terms that limit the Institution's claim to cash flows from specified assets (e.g. non-recourse loans);
and

v' features that modify consideration of the time value of money (e.g. periodical reset of interest rates).

RS

The Institution holds a portfolio of long-term fixed-rate loans for which the Institution has the option to
propose to revise the interest rate at periodic reset dates. These reset rights are limited to the market rate at
the time of revision. The borrowers have an option to either accept the revised rate or redeem the loan at par
without penalty. The Institution has determined that the contractual cash flows of these loans are (SPPI)
because the option varies the interest rate in a way that is consideration for the time value of money, credit
risk, other basic lending risks, and costs associated with the principal amount outstanding.

Non-Recourse Loans

In some cases, loans made by the Institution that are secured by collateral of the borrower limit the
Institution's claim to cash flows of the underlying collateral (non-recourse loans). The Institution applies
judgment in assessing whether the non-recourse loans meet the SPPI criterion. The Institution typically
considers the following information when making this judgement:

v whether the contractual arrangement specifically defines the amounts and dates of the cash
payments of the loan;

v"the fair value of the collateral relative to the amount of the secured financial asset;

v'the ability and willingness of the borrower to make contractual payments, notwithstanding a decline

in the value of collateral;

whether the borrower is an individual or a substantive operating entity or is a special purpose entity;

the Institution's risk of loss on the asset relative to a full-recourse loan;

the extent to WhICh the coIIateraI represents aII ora substanhal port|o",- gr.m‘e zarrower's assets; and
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ii)

Contractually Linked Instruments

The Institution has some investments in securitizations that are considered contractually linked instruments.
Contractually linked instruments each have a specified subordination ranking that determines the order in
which any cash flows generated by the pool of underlying investments are allocated to the instruments. Such
an instrument meets the SPPI criterion only if all of the following conditions are met:

v’ the contractual terms of the instrument itself give rise to cash flows that are SPPI without looking
through to the underlying pool of financial instruments;

v" the underlying pool of financial instruments (i) contains one or more instruments that give rise to
cash flows that are SPPI; and (i) may also contain instruments, such as derivatives, that reduce the
cash flow variability of the instruments under (i) and the combined cash flows (of the instruments
under (i) and (ii)) give rise to cash flows that are SPPI; or align the cash flows of the contractually
linked instruments with the cash flows of the pool of underlying instruments under (i) arising as a
result of differences in whether interest rates are fixed or floating or the currency or timing of cash
flows; and

v' the exposure to credit risk inherent in the contractually linked instruments is equal to or less than the
exposure to credit risk of the underlying pool of financial instruments.

Reclassifications
Financial assets are not reclassified after their initial recognition, except in the period after the Institution
changes its business model for managing financial assets.

Financial Liabilities
The Institution classifies its financial liabilities, other than financial guarantees and loan commitments, as
measured at amortized cost or FVTPL.

Derecognition

Financial Assets

The Institution derecognizes a financial asset when the contractual rights to the cash flows from the financial
asset expire or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownership of the financial asset are transferred or in which the
Institution neither transfers nor retains substantially all of the risks and rewards of ownership and it does not
retain control of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the
carrying amount allocated to the portion of the asset derecognized) and the sum of (i) the consideration
received (including any new asset obtained less any new liability assumed) and (ii) any cumulative gain or
loss that had been recognized in OCl is recognized in profit or loss.

1 A

/+o§s recognized in OCI in respect of eqwty in rbr'nw*.t cequtlos designated as at
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The Institution enters into transactions whereby it transfers assets recognized on its statement of financial
position, but retains either all or substantially all of the risks and rewards of the transferred assets or a portion
of them. In such cases, the transferred assets are not derecognized. Examples of such transactions are
securities lending and sale—and—repurchase transactions.

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

In transactions in which the Institution neither retains nor transfers substantially all of the risks and rewards of
ownership of a financial asset and it retains control over the asset, the Institution continues to recognize the
asset to the extent of its continuing involvement, determined by the extent to which it is exposed to changes
in the value of the transferred asset.

In certain transactions, the Institution retains the obligation to service the transferred financial asset for a fee.
The transferred asset is derecognized if it meets the derecognition criteria. An asset or liability is recognized
for the servicing contract if the servicing fee is more than adequate (asset) or is less than adequate (liability)
for performing the servicing.

Financial Liabilities
The Institution derecognizes a financial liability when its contractual obligations are dlscharged or cancelled,

or expire. m ‘
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If the cash flows are substantially different, then the contractual rights to cash flows from the original financial
asset are deemed to have expired. In this case, the original financial asset is derecognized, and a new
financial asset is recognized at fair value plus any eligible transaction costs. Any fees received as part of the
modification are accounted for as follows:

v’ fees that are considered in determining the fair value of the new asset and fees that represent
reimbursement of eligible transaction costs are included in the initial measurement of the asset; and
v' other fees are included in profit or loss as part of the gain or loss on derecognition.

If cash flows are modified when the borrower is in financial difficulties, then the objective of the modification
is usually to maximize recovery of the original contractual terms rather than to originate a new asset with
substantially different terms. If the Institution plans to modify a financial asset in a way that would result in
forgiveness of cash flows, then it first considers whether a portion of the asset should be written off before
the modification takes place.

This approach impacts the result of the quantitative evaluation and means that the de-recognition criteria are
not usually met in such cases.
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If the modification of a financial asset measured at amortized cost or FVOCI does not result in derecognition
of the financial asset, then the Institution first recalculates the gross carrying amount of the financial asset
using the original effective interest rate of the asset and recognizes the resulting adjustment as a
modification gain or loss in profit or loss. For floating-rate financial assets, the original effective interest rate
used to calculate the modification gain or loss is adjusted to reflect current market terms at the time of the
modification. Any costs or fees incurred and fees received as part of the modification adjust the gross
carrying amount of the modified financial asset and are amortized over the remaining term of the modified
financial asset.

If such a modification is carried out because of financial difficulties of the borrower, then the gain or loss is
presented together with impairment losses. In other cases, it is presented as interest income calculated using
the effective interest rate method.

Financial Liabilities

The Institution derecognizes a financial liability when its terms are modified, and the cash flows of the
modified liability are substantially different. In this case, a new financial liability based on the modified terms
is recognized at fair value. The difference between the carrying amount of the financial liability derecognized
and consideration paid is recognized in profit or loss. Consideration paid includes non-financial assets
transferred, if any, and the assumption of liabilities, including the new modified financial liability.

If the modification of a financial liability is not accounted for as derecognition, then the amortized cost of the
liability is recalculated by discounting the modified cash flows at the original effective interest rate and the
resulting gain or loss is recognized in profit or loss. For floating-rate financial liabilities, the original effective
interest rate used to calculate the modification gain or loss is adjusted to reflect current market terms at the
time of the modification. Any costs and fees incurred are recognized as an adjustment to the carrying amount
of the liability and amortized over the remaining term of the modified financial liability by re-computing the
effective interest rate on the instrument.

Fair Value 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 market participants at the measurement date in the principal or, in its absence, the most
advantageous market to which the Institution has access at that date. The fair value of a liability reflects its
non-performance risk.

When one is available, the Institution measures the fair value of an mstrumer" usiig-the quoted price in an
' "nstrument A market is regarded as actrve |f tran /;m .Onb faf rhe (aset or liability take
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transaction. -
The best evidence of the fair value of a financial instrument on initial recognition is normally the transaction
price- i.e., the fair value of the consideration given or received. if the Institution determines that the fair value
on initial recognition differs from the transaction price and the fair value is evidenced neither by a quoted
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price in an active market for an identical asset or liability nor based on a valuation technique for which any
unobservable inputs are judged to be insignificant in relation to the measurement, then the financial
instrument is initially measured at fair value, adjusted to defer the difference between the fair value on initial
recognition and the transaction price.

Subsequently, that difference is recognized in profit or loss on an appropriate basis over the life of the
instrument but no later than when the valuation is wholly supported by observable market data or the
transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, then the Institution measures
assets and long positions at a bid price and liabilities and short positions at an ask price.

If an asset or a liability measured at fair value has a bid price and an ask price, then the Institution measures
assets and long positions at a bid price and liabilities and short positions at an ask price.

Portfolios of financial assets and financial liabilities that are exposed to market risk and credit risk that are
managed by the Institution based on the net exposure to either market or credit risk are measured based on
a price that would be received to sell a net long position (or paid to transfer a net short position) for the
particular risk exposure.

Portfolio level adjustments, e.g. bid-ask adjustment or credit risk adjustments that reflect the measurement
on the basis of the net exposure, are allocated to the individual assets and liabilities on the basis of the
relative risk adjustment of each of the individual instruments in the portfolio.

The fair value of a financial liability with a demand feature (e.g. a demand deposit) is not less than the
amount payable on demand, discounted from the first date on which the amount could be required to be
paid.

The Institution recognizes transfers between levels of the fair value hlerarchv as nf the end of the reporting

period duri }g’\&m change has occurred.

e A Tl KW
V) Impal . 4 NE Tr-rEm »\N:ﬂio‘n. . ¥
. K5 @, Qheat AT | '2 =3 Sy / . . .
The Com ss alowantes T Eviaciad Cradi Loce ${ECL) on the following financial

j&
| EQUex|102297 Addls Abab, Ethiople
v é—mel? osiayetefiigmell.com

| REPORT MO

- e————

v’ financial assets that are debt mstruments
v lease receivables; and
v" loan commitments issued.

No impairment loss is recognized on equity investments.

The Company measures loss allowances at an amount equal to lifetime ECL, except for the following, for
which they are measured as 12-month ECL:

v" debt investment securities that are determined to have low credit risk at the reporting date; and
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v' other financial instruments (other than lease receivables) on which credit risk has not increased
significantly since their initial recognition.

Loss allowances for lease receivables are always measured at an amount equal to lifetime ECL.
The Company’s allowance for credit losses calculations are outputs of models with several underlying
assumptions regarding the choice of variable inputs and their interdependencies.

The expected credit loss impairment model reflects the present value of all cash shortfalls related to default
events either over the following twelve months or over the expected life of a financial instrument depending
on credit deterioration from inception.

The allowance for credit losses reflects an unbiased, probability-weighted outcome which considers multiple

scenarios based on reasonable and supportable forecasts.

The Institution adopts a three-stage approach for impairment assessment based on changes in credit quality

since initial recognition.

v’ Stage 1 - Where there has not been a significant increase in credit risk (SICR) since initial recognition of
a financial instrument, an amount equal to 12 months expected credit loss is recorded. The expected
credit loss is computed using a probability of default occurring over the next 12 months. For those
instruments with a remaining maturity of less than 12 months, a probability of default corresponding to
the remaining term to maturity is used.

v’ Stage 2 - When a financial instrument experiences a SICR after origination but is not considered to be in
default, it is included in Stage 2. This requires the computation of expected credit loss based on the
probability of default over the remaining estimated life of the financial instrument.

v/ Stage 3 - Financial instruments that are considered to be in default are included in this stage. Similar to
Stage 2, the allowance for credit losses captures the lifetime expected credit losses.

The guiding principle for the ECL model is to reflect the general pattern of deterioration or improvement in the
credit quality of financial instruments since initial recognition. The ECL 2igwaiee is based on credit losses
it é”cx/er the life of the asset (Ilfetlme expected credﬂ)l/;x qnmss 1he'e has been no significant
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v’ financial assets that are no{ credit- |mpa|red at the reporting date: as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the company expects to receive);

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

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

v' financial guarantee contracts: the expected payments to reimburse the holder less any amounts that the
Institution expects to recover.
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Credit-Impaired Financial Assets

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

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

Significant financial difficulty of the borrower or issuer;

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

the restructuring of a loan or advance by the Institution on terms that the Institution would not consider
Otherwise; it is becoming probable that the borrower will enter Institution-bankruptcy or other financial
reorganization; or

v’ the disappearance of an active market for a security because of financial difficulties.

ANANENRN

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

Presentation of Allowance for ECL in the Statement of Financial Position

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

v' financial assets measured at amortized cost: as a deduction from the gross carrying amount of the
assets;

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

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

v debt instruments measured at FVOCI: no loss allowance is recognized in the statement of financial
position because the carrying amount of these assets is their fair value. However, the loss allowance is
disclosed and is recognized in the fair value reserve.
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Write-Off

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

Recoveries of amounts previously written off are included in 'impairment losses on financial instruments' in
the statement of profit or loss and OCI.

Financial assets that are written off could still be subject to enforcement activities to comply with the
Institution's procedures for recovery of amounts due

Offsetting Financial Instruments

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

8.3.3. Cash and Cash Equivalents

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

8.3.4. Property, Plant and Equipment

i) Cost
Items of property, plant and equipment are stated at cost less accumulated depreciation and impairment
losses.

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

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

use. o Ao
A A

Gains or losses arising from the retirement or disposal of an item of .nrerty nlum and ‘equipment are
determined as the difference between the net disposal proceeds and the ({ armr* g "mount of the item and are
recognized in profit or loss on the date of retirement or disposal. \

Asset MWYétlme and those costing less than Birr 2,000 each are ‘--\f‘»gp.\,eﬂ;sedfat the time of

—

s AR 4l NWO |
TESFAVE TEFERI »\Ndco‘n. ;
RCEA |



// 'HIC 70C CUATT YR
LT A Tl S

NISIR MICROFINANCE -’ }’ A Treasure For Allll

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

Asset Class Useful Life (Years)
Building 50

Motor Vehicle - Motorcycle 10

Motor Vehicle 15
Furniture and Fittings 10-20
Office Equipment 5-20
Computer Equipment and Accessories 10

8.3.5. Intangible Assets

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 accumulated impairment losses, if
any. Internally generated intangibles, excluding capitalized development costs, are not capitalized, and the
related expenditure is reflected in the income statement in the period in which the expenditure is incurred.

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

Amortization is calculated using the straight-line method to write down the cost of intangible assets to their
residual values over their estimated useful lives, as follows:

Asset Class Useful Life (Years)
Software 6

8.3.6. Other Assets

Other assets are generally defined as claims held against other entities for the future receipt of money. The
other assets in the Institution’s financial statements include the following:
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(b) Other receivables
Other receivables are recognized upon the occurrence of an event or transaction as they arise and
cancelled when payment is received. The Institution’s other receivables are receivables from debtors.

8.3.7. Leased Assets

Most of the institution’s leases are operating leases which do not transfer all the risks and rewards of ownership
substantially to the institution.

Payments made under the leases are charged to profit or loss in equal instalments over the accounting periods
covering the lease term, except where an alternative basis is more representative of the pattern of benefits to be
derived from the leased asset. Lease incentives received are recognized in profit or loss as an integral part of the
aggregate net lease payments made. Contingent rentals are charged to profit or loss in the accounting period in
which they are incurred.

8.3.8. Employee Benefits

Salaries, bonus payments, paid annual leave and the cost of non-monetary benefits are accrued in the year in
which the associated services are rendered by employees. Where payment or settlement is deferred, and the
effect would be material, these amounts are stated at their present values.

8.3.9. Share Capital

Share capital is the total of the institution’s shares that are held by shareholders. Ordinary shares are classified
as share capital in equity. Any premium received over and above the par value of the shares is classified as
share premium.

8.3.10. Government Grant

Government grants are recognized where there is reasonable assurance that the grant will be received and all
attached conditions will be complied with. When the grant relates to an expense item, it is recognized as income
on a systematic basis over the periods that the related costs, for which it is intended to compensate, are
expensed. When the grant relates to an asset, it is recognized as income in equal amounts over the expected
useful life of the related asset.

When the Institution receives grants of non-monetary assets, the asset and the grant are recorded at nominal
amounts and released to the income statement over the expected useful life in a pattern of consumption of the
benefit of the underlying asset by equal annual instalments.

8.3.11. Impairment of Non-Financial Assets

Internal and external sources of information are reviewed at the end of each reporting period to identify
indications that non-financial assets, including property, plant and eqU|p &t lc"'*-tcm leasehold prepayments,
intangible assets and other long-term assets may he. jmnmmr{ 37"
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will be required to settle the obligation and a reliable estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be reliably
estimated, disclosure is made of the contingent liability, unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence will only be confirmed by the occurrence or non-occurrence of one
or more future events, are also disclosed as contingent liabilities unless the probability of outflow of economic
benefits is remote.

Provisions are recognized for liabilities of uncertain timing or amount when the institution has a legal or
constructive obligation arising as a result of a past event, it is probable that an outflow of economic benefits will
be required to settle the obligation and a reliable estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the expenditure expected to settle the obligation.

8.3.13. New and Amended Standards

New and Amended Standards Adopted by the Institute

The Institute has applied the following amendments for the first time for its annual reporting period commencing
July 1, 2025:

Amendments to IAS 21: Lack of Exchangeability

These amendments clarify when a currency is exchangeable into another currency and how an Institute should
estimate the spot exchange rate when exchangeability is lacking. Prior to these amendments, IAS 21 did not
provide explicit guidance on what to do when a currency cannot be converted. The new rules establish a specific
framework to assess exchangeability and require the use of an objective, estimation process to determine a
representative rate, alongside expanded disclosures regarding the economic impacts of the restriction. Because
the NBE's macro-economic reforms legally permitted commercial banks and foreign exchange bureaus to buy
and sell foreign currency at market-clearing rates, management has determined that the ETB possesses valid,
observable legal exchangeability. Therefore, no complex proxy estimation models were required to value foreign
currency transactions during this fiscal year.

The Institute has evaluated its foreign currency transactions and cash holdings. Because the Institute does not
operate in jurisdictions with severe foreign exchange controls or non-convertible currencies, the adoption of these
amendments did not have a material impact on the Institute’s financial position, financial performance, or cash
flows.

New Standards and Interpretations Issued but not yet effective

Certain new accounting standards, amendments, and interpretations have been published by the International
Accounting Standards Board (IASB) that are not mandatory for the June 30, 2026 repor*'"g gerind. The Institute
has electe o3 -agopt these requirements and intends to adopt them on/gelr res; eciive official effective
dates. / f.e T, T : o RHIG - ; 4.33 ; ¥
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IFRS 18 completely replaces IAS 1 Presentation of Financial Statements. The standard introduces structural
shifts designed to improve comparability and transparency in financial reporting, including:

It dictates the classification of all income and expenses into three distinct categories: operating, investing, and
financing. Crucially, it requires the presentation of two new defined subtotals: "operating profit" and "profit before
financing and income tax."

v' Entities will be required to disclose non-GAAP or adjusted profit metrics in a single, dedicated note. This
note must provide a reconciliation to the most directly comparable IFRS subtotal, explain why the metric
provides useful information, and detail how it is calculated.

v' The standard provides strict new guidance on whether information should be presented in the primary
financial statements or disaggregated within the notes, explicitly discouraging the concealing of material
items.

v It amends IAS 7 by requiring the "operating profit" subtotal to be the consistent starting point for
reconciling operating cash flows under the indirect method.

While IFRS 18 alters classification and presentation rather than the recognition or measurement of assets and
liabilities, its impact on the Institute's financial statement layout will be pervasive. The Institute will map its current
chart of accounts to the new structured categories.

Amendments to IFRS 9 and IFRS 7: Classification and Measurement of Financial Instruments - effective
date is for annual reporting periods beginning on or after January 1, 2026.

This amendment addresses specific complexities identified during post-implementation reviews:

v' It clarifies the timing for derecognizing a financial liability settled via electronic cash transfers, allowing
an Institute to deem the liability settled before the actual settlement date if specific criteria are met.

v It refines how contractual cash flows are evaluated for financial instruments containing contingent
features. This includes modern sustainability-linked features where interest rates fluctuate based on
achieving specific environmental, social, or governance (ESG) targets.

The Institute has reviewed its existing financial assets and liabilities. Since the Institute's current debt
arrangements do not feature complex contingent triggers that violate the basic lending criteria, the application of
this amendment is not expected to result in any reclassifications or adjustments to the measurement of its
financial instruments.
Amendments to IFRS 9 and IFRS 7: Power Purchase Arrangements (P/_;hé;)f"}';E;?ffécti'Je date is for annual
reporting periods beginning on or after January 1, 2%@& » ;w 7/ ehe *F ‘
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amendment introduces custom criteria to allow these contracts to qualify for own-use treatment or to apply
modified hedge accounting rules that better reflect the purpose of the transaction.

The Institute has no commercial utility contracts involving renewable energy supply arrangements, the application
of this amendment is not expected to result in application of the modified framework.

8.4. Accounting Judgements and Estimates

a. Accounting Judgments

i. Revenue Recognition

To determine the satisfaction of performance obligations, the institution applies the following judgments:

v

Where revenue is recognized over time, the institution primarily uses the output method to measure
progress; in limited business units, the input method is adopted when the institution is unable to
reasonably measure the outcome of a performance obligation. Judgements applied when using the
output method include assessing progress and milestones achieved and determining if that represents
the value of goods and/ or services delivered to the customer to date. Judgements applied when using
the input method include determining if consumption of the resources relative to the total expected
amount faithfully depicts the transfer of control of goods and/or services promised to the customer.

Where revenue is recognized at a point in time, the institution assesses the transfer of control by
reference to the contractual terms and the circumstances of the arrangements, including a consideration
of past business practice. These include having a legal right to payment, title has passed, the customer
has the risks and rewards of ownership, or the customer is using the asset to generate value for
themselves.

b. Estimates

Key sources of estimation uncertainty are as follows:

i) Revenue Recognition
To determine the transaction price and the amounts allocated to performance obligations, the institution
applies the following estimation:

v

4B i ecyrate.

Variable consideration is estimated using the most likely amount or expected value based on the nature
of the specific consideration and the analysis of relevant contract terms, taking into consideration
historical, current and expected information.

Obligations for returns and refunds are judged based on estimates made from historical information
associated with similar products and anticipated rates of claims for the products.

The collectability of a consideration is estimated at contract inception, based on the institution’s
assessment of the customer’s ability and intention to pay when due. The above estimation is inherent in

reyerii reepgnition, and revenue may materially change if management’s estimation were to change or
X
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management with reference to the customers’ credit risk ratings and aging analysis of the remaining trade
receivable and contract asset balances.

Different provision matrices have been developed by the institution based on different customer groups
which indicate different risk characteristics. If the financial condition of customers were to deteriorate or
improve, or actual future economic performance is different from the institution’s estimates, additional
allowances or reversals may be required in future periods.

iii) Net Realizable Value of Inventories

The net realizable value of inventories is the estimated selling price in the ordinary course of business, less
the estimated costs of completion and the estimated costs necessary to make the sale. These estimates are
based on the current market condition and the historical experience of distributing and selling products of
similar nature. They could change significantly as a result of competitor actions in response to severe
industry cycles or other changes in market condition. Management will reassess the estimations at the end of
each reporting period.

iv) Depreciation and Amortization
Property, plant and equipment are depreciated on a straight-line basis over the estimated useful lives, after
taking into account the estimated residual value. Intangible assets with finite useful lives are amortized on a
straight-line basis over the estimated useful lives. Both the period and method of depreciation and
amortization are reviewed annually. The depreciation and amortization expense for future periods is adjusted
if there are significant changes, such as operational efficiency or changes in technologies, from previous
estimates.

8.5. Cash and cash equivalents

a) Major classification of cash and cash equivalent is as follows:

30 June 2026 30 June 2025

ETB ETB
Time deposits saving with other banks 1,032,000,000 646,000,000
Deposit account with other banks 548,053,984 160,831,821
Interbank tele birr settlement account 5,315,031 -
Interbank ETH-Switch account g 875,221 -
Cash on Hand RS o ma 35,021 1,151
1,586,279,257 806,832,972

Less: Impairment allowance (38,654)

1,586,240,603 806,832,972

b) The above cash balances are kept with banks and financial institutions counterparties. The institution

“that its cash and cash equivalent balances have low credit risk. The major balance is
A qur reputable domestic banks as time deposit, the major one being in Awash and United
@Ks are good performing banks, although there is no official credit rating of banks in
0. i pal ment of 5% B|rr 38 654 of the bank balance is taken as adequate impairment
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The

8.6. Loans to customers

30 June 2026 30 June 2025

ETB ETB

Service 3,379,782,205 1,871,330,448
Trade 2,560,072,297 1,467,315,141
Construction 354,078,857 227,459,173
Manufacturing 316,638,852 194,273,588
Agriculture 49,881,018 22,828,472
Consumption 24,361,715 4,375,853
Staff Loan 96,549,386 61,961,933
Gross Loans to Customers 6,781,364,330 3,849,544,608
Less: Allowance for Impairment Losses (note a below) (95,809,587) 55,642,800
Net Loans to Customers 6,685,554,743 3,793,901,808

following tables provides information on the credit quality of the loan portfolio:

a-Originated loans to customers according to the agreement

30-Jun-26 30-Jun-25

ETB ETB

Current and less than 90 days overdue 6,480,652,846  3,708,547,650
90 to 180 days overdue 171,207,366 35,098,105
181 to 365 days overdue 85,057,132 37,216,777
above 365 days overdue 44 446,986 68,682,076
Balance at the end of the year 6,781,364,330  3,849,544,608
Less: Allowance for impairment losses (95,809,587) (55,642,800)
Net loans to customers 6,685,554,743  3,793,901,808

b-Loans to customers are collateralized by:

30-Jun-26 30-Jun-25

ETB ETB

Building 7,296,690,500  4,660,620,000
Vehicle 12,079,234,819  7,441,046,000
Share m‘; \ 41,367,415 47,171,125
Cash /i< % P.0.Box 102207 Adkls Ababe, Ethlople 495413203 286,833,808
Ba'aan;ié G | oMo | 16,812,405,937  12,435,670,933
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c-Reconciliations of loans to customers according to the agreement and interest rate:

30-Jun-26 30-Jun-25
ETB ETB
Originated loans to customers according to the agreement 6,420,615,781 3,651,267,077
Accrued interest according to the agreement 360,748,539 198,277,531
Gross loans to customers according to the agreement 6,781,364,320  3,849,544,608
Less: allowance for impairment losses (95,809,587) (55,642,800)
Net loans to customers 6,685,554,743  3,793,901,808

d-Breakdown of current and noncurrent portions can be presented
30-Jun-26 30-Jun-25
ETB ETB
Current portion 2,080,372,939  1,135,567,090
Non-current portion 4,605,181,804  2,658,334,718
6,685,554,743  3,793,901,808

e-Movements of the loan impairment allowance are as follows:

30-Jun-26 30-Jun-25
ETB ETB
Balance At the Beginning of The Year 55,642,801 17,169,594
Write off of balances (see note below) (15,390,339) -
Loan Impairment Charge of current year 55,557,125 38,473,207
Balance At the End of The Year 95,809,587 55,642,801

This amount represents 100 long outstanding balances with ending balance of less than a million Birr, which were

written off as per the proposal of the management and approval of the Chief Executive Director.

8.7. Other assets and prepayments

7 30 June 2026 30 June 2025

Non-Financial Assets i, L2
Other receivables \ SN 124,597,147 68,172,641
Prepa%\ Nroin 4 - 9,202,339
Has3et-siaflon - 15,863,857 10,484,584
: 140,461,004 87,859,564
1,238,230 723,238
139,222,774 87,136,326
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30 June 2026 30 June 2025

ETB ETB

Current portion 111,378,220 69,636,401

Noncurrent portion 27,844,554 17,499,927

139,222,774 87,136,328

b. Impairment allowance on other assets
A reconciliation of the allowance for impairment losses for other assets is as follows:

30 June 2026 30 June 2025

ETB ETB

Balance at the beginning of the year 723,238 685,312

(Reversal)/charge for the year See ¢ - below 514,992 37,926

Balance at the end of the year 1,238,230 723,238

c. Impairment allowance charge for the current year can be presented as follows:

30 June 2026 30 June 2025

ETB ETB

Specific impairment - bank deposit - 19,525

Specific impairment - other asset 514,99 18,401

Total specific impairment - other asset 514,993 37,926

8.8. Investment securities
a) The institute has invested in the following companies
Par 30-Jun- 2§ -: ~-Additional shares 30-Jun-26

Value Noof s ,4“6 va- ~Noof share value No of share value
Investment in ETB Shares ' ’ &aﬁ_s_‘ ETB Shares ETB
Eth-Switch S.C. 1,000 10,172 2 'A 3,250 3,250,000 13,422 13,422,000
Fair value adjustment S - 47,853,189
ity /%/us\ I 61,275,189
ET-IngliSlyé Financial eghnolog, ;;:;,: =1 ogajfwm gjjd;&,, 118,000 8 8000 118 118,000

GA

61,393,189
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8.9. Right-of-use assets

Cost
As at 1 July 2025
Less: Accumulated Amortization of ROU
Less: Adjustments on lease liability
Less: Adjustments on depreciation charge lease
Additions
As at 30 June 2026

Accumulated amortization
As at 1 July 2025
Less: -Acc. depn. ROA
Less: -Acc. depn. ROA
Less: -Adjustment on lease liability
Less: -Depreciation charge - lease
Addition
As at 30 June 2026

Net book value
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b) The institute revalued the shares with Eth-Switch S.C, and has recognized the resulting unrealized gain as
Other Comprehensive Income (FVOCI). The valuation was made with reference to the valuation of similar
unquoted equity investments held by member banks of the Ethiopia Bankers’ Association (EBA) made by
Price Waterhouse Coopers(PwC). The Enterprise Value to Earnings before Income Tax, Depreciation, and
Amortization (EV/EBITDA) multiple methodology was applied referencing a peer group of comparable
electronic payment and transactions switching companies operating in emerging markets. Accordingly, an
EV/EBITDA multiple of 7.31x was used to adjust the EBITDA of Eth-switch SC as at 30 June 2026. The
Institute then took the portion of the total unrealized gain of Eth-switch as per the share of its investment in
the total capital of Et-switch, which is ETB 47,853,189.

30 June 2026 30 June 2025
ETB ETB
65,550,646 52,755,642
(15,778,253) (2,289,659)
- (675,402)

- (133,500)

49,293,548 15,893,565
99,065,941 65,550,646
27,341,724 10,201,604.50
(14,627,822) (530,159.19)
- (1,759,500.00)

- (786,600.00)

- (133,499.68)
20,001,349 20,349,878.65
‘;_5,98_5._2§2 27,341,724
38,208,922

(62,980,690
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8.10. Property, plant and equipment

Buildings Motor  Computer & Office Furniture & Land Total

Vehicles Equipment Equipment Fittings (Leasehold)
ETB ETB ETB ETB ETB ETB ETB

Cost
As at 01 July 2024 596,841,343 13,916,198 16,025,141 10,763,011 23,290,629 175,354,428 836,190,751
Additions - - 7,256,345 4,629,140 3,471,678 - 15,357,162
Disposal
As at 30 June 2025 596,841,343 13,916,198 23,281,486 15,392,151 26,762,307 175,354,428 851,547,913
Additions 73,132,282 26,227,260 7,729,869 3,998,167 - 111,087,578
Disposal (1,734,936) (1,734,936)
As at 30 June 2026 596,841,343 85,313,544 49,508,746 23,122,020 30,760,474 175,354,428 960,900,555
Accumulated depreciation
As at 01 July 2024 24,634,742 2,667,641 2,679,154 3,071,002 4,033,150 - 37,085,690
Additions 11,339,986 881,800 2,183,138 1,454,809 2,584,510 - 18,444,243
Disposal
As at 30 June 2025 35,974,728 3,549,441 4,862,292 4,525,811 6,617,660 - 55,529,933
Additions 11,339,986 2,818,955 2,823,749 1,667,389 2,649,721 - 21,299,800
Disposal (634,305) (634,305)
As at 30 June 2026 47,314,714 5,734,091 7,686,041 6,193,200 9,267,381 - 76,195,428
Net book value
As at 30 June 2025 560,866,614 10,366,757 18,419,193 10,866,341 20,144,647 175,354,428 796,017,980
As at 30 June 2026 41,822,704 16,928,821 175,354,428 884,705,128

549,526,6 9,579,453
S A
) 9.

v
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8.11. Intangible assets

30 June 2026 30 June 2025

ETB ETB ETB
Cost
As at 01 July 2025 8,113,828 8,113,828
Accumulated amortization
As at 01 July 2025 (5,656,806) (4,304,501)
Additions 1.352.305 1,352,305
7.009.111 5,656,806
Written-down value as at 30 June 2026 1,104,717 2,457,022

8.12. Deposits from customers

a)  Deposits from customers as at 30 June 2026 and 30 June 2025 comprise the following:

30 June 2026 30 June 2025

ETB ETB
Time deposit 4,873,176,497 3,053,340,837
Voluntary saving 789,032,215 409,496,538
Compulsory saving 360,667,390 247,481,337
Accrued interest on deposit 82,002,817 22,465,322

6,104,878,919 3,732,784,034
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b)  Breakdown of deposits from customers by current and non-current portions can be presented

Current portion
Non-current portion

8.13. Borrowings

30 June 2026 30 June 2025
ETB ETB
5,494,391,027 3,359,505,631
610,487,892 373,278,403
6,104,878,919 3,732,784,034

a)  The balance constitutes loans from commercial banks represented as follows:

Balance as at  Additional Loan Settlements
30 June 2025 Received
Bank Note ETB ETB ETB
AWASH BANK S.C. ¢ below 132,052,734 (58,270,514)
AWASH BANK S.C. d below 102,281,759 (52,106,416)
AWASH BANK S.C. e below 236,672,170 (18,209,847)
AWASH BANK S.C. f below 291,890,719 (47,522,926)
ABYSSINIA BANK S.C. g below 36,786,645 (23,743,907)
AWASH BANK S.C. h below New 250,000,000  (27,579,411)
AWASH BANK S.C. i below New 250,000,000  (17,909,526)
SIKET BANK S.C j below New 300,000,000 -
HIBRET BANK S.C k below New 200,000,000 -
799,684,027 1,000,000,000 (245,342,546
Accrued interest as on June 30 16,061,393
815,745,420
C L Tiethent rad 2cEd l
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N

CERTIFIED AUDIT FIRIM

Balance as at
30 June 2026

ETB
73,782,220
50,175,343

218,462,323
244,367,794
13,042,738
222,420,589
232,090,474
300,000,000
200,000,000
1,554,341,481
26,323,447
1,580,664,928
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b)  Breakdown of borrowings by current and noncurrent portions can be presented

30-Jun-26 30-Jun-25

ETB ETB

Current portion 316,132,986 163,149,084
Non-current portion 1,264,531,942 652,596,336
1,580,664,928 815,745,420

c) Loan from Awash Bank S.C.
The Institution has entered a loan agreement for Birr 300,000,0000 with Awash Bank S.C. on 09 Megabit 2014;
the loan was established for the purpose of lending to cooperatives, unions, and others engaged in small and
medium business enterprises as well as the agricultural sectors. That is calculated on daily balances.
Repayable quarterly starting on 09 Sene 2014. The due date of the loan is before or on 09 Megabit 2019.

(5years).
30-Jun-26 30-Jun-25
ETB ETB
Balance at beginning of year 132,052,734 190,617,581
Settlement made during the year (58,270,514) (58,564,847)
73,782,220 132,052,734
Accrued interest - 2,593,564
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d)  Loan from Awash Bank S.C.

The Institution has entered a loan agreement for Birr 200,000,000 with Awash Bank S.C. on 17 Genbot 2014, for
the purpose of lending to agricultural sector cooperatives, unions, and others who are engaged in small and
medium business enterprises. The due date of the loan is before or on 17 Genbot 2019. (Five years).

30-Jun-26 30-Jun-25

ETB ETB

Balance at beginning of year 102,281,759 142,499,838
Settlement made during the year 52,106,416 40,218,079
50,157,343 102,281,759

Accrued interest 625,474 3,470,250

Loan from Awash Bank S.C.

The Institution has entered a loan agreement for Birr 276,441,307 with Awash Bank S.C. on 17 Genbot 2014, for

the purpose of buying a building. The due date of the loan is before or on 17 Genbot 2024. (Ten years).

30-Jun-26 30-Jun-25

ETB ETB

Balance at beginning of year 236,672,170 251,797,387
Settlement made during the year (18,209,847) (15,125,217)
218,462,323 236,672,170

Accrued interest 3,409,470 1,697,190

f) Loan from Awash Bank S.C.

The Institution has entered a loan agreement for Birr 300,000,000 with Awash Bank S.C. on 06 Tir 2017, for the
purpose of lending to agricultural sector cooperatives, unions, and other small and medium businesses that are
engaged in the selling and distribution of fertilizer and agriculture. The due date of the loan is before or on 06 Tir

Genbot 2022. (Five years).

30-Jun-26 30-Jun-25

ETB ETB

Balance at beginning of year 291,890,719 47,118,200

Additional loan received during the year - 300,000,000
Settlement made during the year 47,522,926 55,227 481

244,367,794 291,890,719

Accrued interest 6,836,500 5,915,809
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g) Loan from Abyssinia Bank S.C.
The Institution has entered a loan agreement for Birr 100,000,000 with Abyssinia Bank S.C. on 22 Sene 2013,
for the purpose of working capital. The due date on or before 21 Sene 2018. (Five years)

30-Jun-26 30-Jun-25

ETB ETB

Balance at beginning of year 36,786,645 47,574,053
Settlement made during the year (23,743,907) 10,787,408
13,042,738 36,786,645

Accrued interest 706,095 2,384,581

h) Loan from Awash Bank S.C.

The Institution entered into a loan agreement for Birr 250,000,000 with Awash Bank S.C. on 21 Hidar 2018 to be
used as per the “operationalization of the movable collateral registry directive No-MCR/01/2022 “. The due date
on or before 21 Nehassie,2022. (Four years)

30-Jun-26

ETB

Additional loan received 250,000,000
Settlement made during the year 27,579,411

222,420,589

Accrued interest 2,915,843

i) Loan from Awash Bank S.C.
The Institution entered into a loan agreement for Birr 250,000,000 with Awash Bank S.C. on 21 Nehassie 2018
to be used as per the “operationalization of the movable collateral registry directive No-MCR/01/2022 “.The due
date on or before 21 Nehassie,2022. (Four years)

30-Jun-26

ETB

Additional loan during the year 250,000,000
Settlement made during the year 17,909,526
232,090,474

Accrued interest
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)] Loan from Siket Bank S.C.
The Institution has entered a loan agreement for Birr 300,000,000 with Siket Bank S.C. on 23 Sene 2018, for the
purpose of working capital. The due date on or before 22 Sene 2023. (Five years)

30-Jun-26

ETB

Additional loan during the year 300,000,000
Settlement made during the year -
300,0000,000

Accrued interest =

k) Loan from Hibret Bank S.C.
The Institution has entered a loan agreement for Birr 200,000,000 with Hibret Bank S.C. on Miyazia 09,2018, for
the purpose of working capital. The due date on or before Miyazia 08, 2023. (Five years)

30-Jun-26

ETB

Additional loan during the year 200,000,000

Settlement made during the year -

200,000,000

Accrued interest 6,865,027

8.14. Lease liability
ETB
As at 1 July 2025 20,739,326
Additions 11,313,408
32,052,734
Adjustments on lease liability 2,284432
29,768,302
Interest expense -lease 1,009,464
As at 30 June 2026 . ST 30,771,766
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As of 01 July 2019, the Institution adopted IFRS 16 for the first time, which implied that the right-of-use asset and
related lease liability were recognized with the exception of low-value and short-term leases. The Institution has
rented 20 branch offices in different locations. The right-of-use asset is measured at an amount equal to the
lease liability, adjusted by the amount of any prepaid accrued lease payments relating to the lease recognized in
the statement of financial position immediately before the date of initial application. Discount rate of 10% is used

to discount future lease payments.
Taxation

Reconciliation of effective tax to statutory tax:

The tax on the Institution’s profit before income tax differs from the theoretical amount that would arise using the

statutory income tax rate as follows:

Profit before tax
Add: -

Provision for loan as per IFRS
Amortization of right-of-use asset
Depreciation per accounting
Accrued severance pay
Entertainment expense

Accrued annual leave

Amortization of intangible asset
Property tax

Interest expense on lease liability
Impairment allowance - other asset
Penalty

Gain on disposal tax (paid up front)
Dividend tax assessment & interest for the years from 2010 to 2015 E.C

Less: -

Provision for loan as per NBE (80%)
Amortization of intangible asset i
Depreciation per tax law APt
Interest income (taxed at source)
Interest on NPL not allowable by NBE
Rent expense

73~M4¥~‘4'h'“
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30-Jun-26 30-Jun-25
ETB ETB
522,687,021 165,829,689
55,557,125 38,473,207
23,371,349 20,349,880
21,299,800 18,444,242
5,072,619 286,642
3,341,321 2,048,888
2,568,379 (681,114)
1,352,305 1,352,304
1,341,070 1,301,199
1,009,463 479,201
553,648 37,926

- 124,422

571,322 -

- 35,624,536
116,038,401 117,841,333
30,870,724 25,074,078
1,325,570 1,622,766
46,057,216 41,920,773
68,541,950 69,244,572
5,815,830 10,661,730
24,387,845 21,202,695
176,999,136 169,726,614
462,019,216 113,944,409
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30-Jun-26 30-Jun-25

ETB ETB

a- Current income tax
Current income tax 138,517,886 34,183,323
Deferred income tax/(credit) to profit or loss (698,251) 6,521,926
Total charge to profit or loss 137,819,635 40,705,249

b- Current income tax liabilities

30-Jun-26 30-Jun-25

ETB ETB
Balance at the beginning of the year - -
Current year provision 138,517,886 34,183,323
Withholding tax receivable (427,599) (363,307)

Less: Capitalized tax liability (see note d below) - -

138,090,287 33,820,016

c- Deferred income tax assets/(liabilities):

30-Jun-26 30-Jun-25
ETB ETB
Balance as at July 1 2025 P AP 6,521,926 8,100,890
Transferred to retained earnings (see note d below 6,521,926 8,100,890
\ ?\ { o1 .
Credit / (Charge) to PL \ v 13,657,706 6,521,926
o ieam e swen | 13,657,706 6,521,926
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Article 23 of the inancing Business Proclamation No. 626 /2009 provided that any micro-financing

institution that makes profit from its business and (1) distributes to shareholders shall pay profit tax as any
business entity; or (2) fully ploughs back shall not pay profit tax. The Institution has taken the benefit given under
Article 23 (2) of the proclamation, and has been fully capitalizing profit tax of the previous years based on the
decision of the shareholders every year. As the tax liability is written back to retained earnings and then
74
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capitalized following the decision of the shareholders, the management is of the opinion that the related deferred
tax was also not necessary as long as there was no tax liability. The balance of deferred tax of the previous
years was therefore fully written back to retained earnings and capitalized. Deferred tax is, however, calculated
and reflected in the statements of financial position of the current year until the shareholders' decision is

obtained to fully capitalize the profit of the year.

8.16. Other liabilities

a) Other liabilities as at 30 June 2026 and 30 June 2025 comprise the following:

30-Jun-26 30-Jun-25
Note ETB ETB
Deferred service charge income 189,743,336 114,303,102
Accounts payable 111,423,171 69,109,261
Unrealized interest income 29,156,267 14,951,199
Payable to individuals 25,476,612 8,590,586
Tax payable 14,066,861 2,350,176
Provision for leave pay Note ¢ 7,163,832 4,595,453
Other liabilities 564,059 280,349
Accrued severance pay Note d 7,607,926 790,493
Total other liabilities 385,202,064 214,970,620
b) This liability is broken down into current & non-current as follows:
30-Jun-26 30-Jun-25
ETB ETB
Current

Deferred service charge income 189,743,336 114,303,102
Accounts payable 111,428,045 69,109,261
Unrealized interest income 29,156,267 14,951,199
Payable to individuals 25,733,719 8,590,586
Tax payable 14,144,483 2,350,176
Other liabilities 564,059 280,349
370,769,909 209,584,673

Non-current
Accrued leave pay 7,163,832 4,595,453
Accrued severance pay 5,863,112 790,493
13,026,944 5,385,946
- 383,796,853 214,970,620
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c) Provision for leave pay

ETB

Balance at the beginning of the year 4595,453
Add: provision for the year — charge to profit or loss 3,822,034

8,417,487
Payment made to staff 1,253,655

7,163,832

d) Provision for severance pay

ETB

Balance at the beginning of the year 790,493

Add: provision for the year — charge to profit or loss 6,795,270
7,585,763

Payment made to staff 1,722,451

5,863,312

8.17. Share capital

30-Jun-26 30-Jun-25

ETB ETB
Authorized:
5,000,000 Ordinary shares of 1,000 ETB each 5,000,000,000 5,000,000,000

Issued and fully paid:
678,342 Ordinary shares of 1,000 ETB each (521,537 as of 30 June 2025) 678,342,065 521,537,000

/"< A
;':..‘r o ,_v»; “
St P
e MR es RWA | (i =
@4 vessaveTeFERiAnsesse | fl | 01
QA rrothent M3 2CEF | {21 00 /
‘ CERTIFIED AUDIT FIRWK | BN >
| 7.0.Box 102297 Adkdis Ababs, Ethiopie o e
E-maitiesiayotof@gmail.com \/\,‘,‘ :

L REPORT NO e )




¥

8.17.1. Earnings per share

'}l‘lc 0C PU-ATT 7O
STERCSL470 A Treasure For All!!
MISIR MICROFIMANCE -‘ "

30-Jun-26 30-Jun-25
ETB ETB
Profit for the year 384,867,386 125124441
Weighted average share value (616,072) 616,072,634 501,536,638
Earnings per share ETB 625 249
Earnings per share 62% 25%
8.18. Legal reserve
Total legal reserve as at 30 June 2026 and 30 June 2025 is as follows:
30 June 2026 30 June 2025
ETB ETB
At the beginning of the year 20,173,266 14,677,935
Transfer from profit or loss 19.324 832 5,495 331
At the end of the year 39,498,098 20,173.266
8.19. Retained earnings
Total retained earnings as at 30 June 2026 and 30 June 2025 are as follows:
30 June 2026 30 June 2025
ETB ETB
At the beginning of the year 116,097,989 31,072,029
Transfer from deferred tax liability — tax exemption due to 100% plough back 40,705,249 8,100,890
Transfer to share capital including deferred tax liability (156,803,238) (39,172,920)
Profit for the year 384,867,386 125,124,441
Transfer to legal reserve (19,324,832) (5,495,331)
Transfer to regulatory risk reserve 11,152,890 (3,531,121)
: 116,097,988

Atthe epaiiiho yeqr f 276,695,444
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8.20. Regulatory risk reserve

30 June 2026 30 June 2025

ETB ETB
At the beginning of the year 43,245,436 39,714,315
Suspended interest reinstated 5,815,830 10,661,731
Excess loan loss provision as per (IFRS)/NBE (16,968,720) (7,130,610)
At the end of the year 32,092,546 43,245,436

Regulatory risk reserve represents the amount transferred from retained eamings to comply with the National
Bank of Ethiopia requirement regarding interest computed on non-performing loans and provisions in excess of
the International Financial Reporting Standard (IFRS) requirement.

8.21. Other reserves

ETB

Remeasurement of investment in Et-Switch SC 47,853,189
Remeasurement of retirement benefit (14,355,957)

33,497,232

8.22. Share premium

The institute has sold it shares at a premium at various times. The premium collected has been recorded
separately from the par value of paid-up share capital.
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8.23. Notes to the statement of cash flow

a) Cash used in operations

Reconciliation of profit before income tax to cash from

operations
Profit before tax

Adjustments for non-cash items:
Depreciation of property and equipment
Amortization of intangible assets
Amortization of right-of-use asset
Lease liability expense
Loan impairment charge
Impairment loss on other assets
Loss on disposal of fixed asset

Prior period adjustment & other differences

Changes in operating assets and liabilities:
Decrease/ (Increase) in loans and advances
Decrease/ (Increase) in other assets
Increase/ (Decrease) in customers' deposits
Increase/ (Decrease) in other liabilities

8.24. Interest income calculated using effective interest method

Interest income from loan
Interest income from deposit
Interest income from staff loan

Total interest income

-
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30 June 2026 30 June 2025
ETB ETB
522,687,021 165,829,689
21,299,800 18,444,243
1,352,305 1,352,305
23,371,349 20,349,880
10,038,440 (2,601,705)
40,166,788 38,473,206
553,648 37,925
1,100,631 -
1,016,412

(2,931,819,722)

(1,632,008,322)

(52,086,448) (55,151,475)
2,372,094,886 1,667,207,782
168,826,233 84,466,605
178,601,343 306,400,133
30 June 2026 30 June 2025
ETB ETB
1,533,364,264 800,223,837
139,325,084 69,244,572
4,213,620 14,768,475

1 884,236,884

A76.902,968
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8.25. Interest expense
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30 June 2026 30 June 2025
ETB ETB
Interest expense on customer deposit 698,276,171 406,852,134
Interest expense on bank loan 167,545,808 101,386,111
Total interest income 865,821,979 508,238,245
8.26. Fees and commission income
ETB 80,093,331 represents service charge of 3% & 4% on loan disbursement.
8.27. Other operating income
30 June 2026 30 June 2025
ETB ETB
Premium on credit life insurance 43,828,669 22,579,263
Other income 3,346,890 1,808,455
Rental 21,878,772 17,415,614
69,054,331 41,803,333
8.28. Salaries and other employee benefits
30 June 2026 30 June 2025
ETB ETB
Salary expense 91,562,390 58,865,037
Staff allowance 47,242 975 30,141,890
Pension cost-defined contribution plan 10,055,814 6,457,110
Interest expense on staff loan - 14,718,227
Leave expense 3,822,035 (180,761)
Medical expense 4,915,784 1,409,812
Other staff expenses 303,660 -
Bonus 27,569,138 -
Travel & Per diem expense 621,706 154,000
Accrued Severance expense 6.795.070 1.033.696
192,888,572 112,599,010

a——————
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8.29. General and administrative expense

30 June 2026 30 June 2025

ETB ETB
Marketing and promotion expense 6,946,524 7,013,163
Maintenance & repair expense 45,459,705 14,800,671
Stationery and printing expense 12,168,135 8,540,716
Fines - 124,422
Communication expense 5,652,388 1,379,842
Miscellaneous expense 3,780,565 1,430,143
Bank service charge 5,443,621 769,975
Insurance expense 9,888,740 5,029,189
Audit fee 540,500 345,000
Training expense 6,672,563 581,358
Transportation expense 3,092,134 6,712,272
Entertainment expense 3,341,321 2,048,888
Wage expense 4,422,698 3,160,916
Board allowance 640,000 820,000
License fee 56,203 891,841
Utilities expense 1,408,629 868,619
Fuel & lubricants expense 1,693,952 1,691,545
Subscription and periodicals 469,474 262,579
Professional fee 13,523,219 5,016,782
Legal 558,290 264,863
Interest expense -lease 1,009,463 479,202
Other operating expense 13,868,028 37,418,333
Membership fee 30,000 230,000
Other financial expense — 111,610 79,779
Donation & contribution 74 A 400,000 -
Property tax 1,341,070 1,301,199

142,518,832 101,261,297

8.30. Impairment on other assets
Impairment on other assets for the years ended 30 June 2026 and 30 June 2025 can be presented as follows:

30-Jun-26 30-Jun-25

ETB ETB

Impairment charge — on other asset VY 7 ron | 514,994 18,401
Impairment aIIowance- eposﬂ / "( TR T, AT | 38,654 19,525

" GERTIFIED AUDIT FIRM
> | 70.Box 102207 Addis Ababa,Ethiopie |
E-mailiosiayetefBgmeil.com
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8.31. Transactions with related parties

Related parties or transactions with related parties as defined by IAS “Related Party Disclosures” could be one
or more of the following:

a) Parties that directly or indirectly through one or more intermediaries: control or are controlled by or are under
common control with the company; this includes parents, subsidiaries and fellow subsidiaries; have an
interest in The Institution that gives them significant influence over The Institution; and that have joint control
over the company;

b) Members of key management personnel of the company or its parent;

c) Close members of the family of any individuals referred to in a or b;

d)Parties that are entities controlled jointly, controlled or significantly influenced by or for which significant voting

power in such entity resides with directly or indirectly any individual referred to in ¢ or b;

In considering each possible related party relationship, attention is directed to the substance of the relationship
and not merely the legal form details of transactions between The Institution and other related parties are
disclosed below:

Related party balances and transactions as and for the year ended 30 June 2026

2026 2025

Board of Key Board of Key

Directors Management Directors Management

Personnel Personnel

Borrowing 2,500,000 29,632,066 4,402,603 29,448,795
Interest expense - - - -
Transport allowance 640,000 2,152,053 820,000 1,919,310
Salaries and other employee benefits - 22,365,861 - 19,052,168

8.32. Financial risk management
Introduction

As a financial institution, the Institution is exposed to risks that arise from its use of financial instruments. This
note describes the Institution's objectives, policies and processes for managing those risks and the methods
used to measure them. Further quantitative information in respect of these risks is presented throughout these
financial statements’ financial assets and financial liabilities that are liquid or have a short-term maturity; it is
assumed that the carrying amounts approximate to their fair value.

Risk is inherent in the Institution's activities, but is managed through a process of ongoing identification,
measurement and itoring, subject to risk limits and other controls. This 0o gse 01 visk management is
i 66 tmulng proﬂtablllty and each |nd|V|duaI W|th|n :75 madiunon is-accountable for the

: d\oicremt nsk, llqmchty risk, market
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Risk management structure

Risk management is one component of all core processes of the Institution. In its day-to-day activities, the
Institution is exposed to various types of financial risks, the most important of which are credit risk, liquidity risk,
interest rate risk and operational risk.

The Institution's risk management and control is based on the following key principles:

+ The board of directors approves the risk management policies of the Institution and ensures their
implementation.

* The management is responsible for implementing the policies in a manner that limits risks associated with each
risk exposure.

* Appropriate and effective internal control exists to safeguard assets and to ensure compliance with relevant
laws, regulations and institutional policies.

* The risk management and monitoring are supported by a management information system that supplies timely
and consolidated reports on the financial conditions, operating performance and risk exposure of the
Institution.

The independent risk management and compliance function is established to review compliance with the
approved risk management policies, and various risk-related committees are established which are responsible
for the implementation of the risk management policies.

The management has overall responsibility for the determination of the Institution's risk management objectives
and policies, and whilst retaining ultimate responsibility for them, it has delegated the authority for designing and
operating processes that ensure the effective implementation of the objectives and policies to the Institution's
finance function.

The overall objective of the management is to set policies that seek to reduce risks as far as possible without
unduly affecting the Institution's competitiveness and flexibility. Further details regarding these policies are set
out below through its operations. The Institution is exposed to the following financial risks:

e Credit Risk s
e Liquidity Risk 23 U ma

o Market Risk

e Interest Rate Risk

Risk measurement and reporting systems

The Institution’s risks are measured using a method that reflects both the expected loss likely to arise in normal

circumstances and unexpected losses, which are an estimate of the ultimate actual loss based on statistical

models. The models/rr,\caﬁ@bf.probabilities derived from historical experience, adjusted to reflect the
. , & o e |
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Monitoring and controlling risks are primarily performed based on limits established by the Institution. These
limits reflect the business strategy and market environment of the Institution as well as the level of risk that the
Institution is willing to accept, with additional emphasis on selected regions. In addition, the Institution’s policy is
to measure and monitor the overall risk bearing capacity in relation to the aggregate risk exposure across all risk
types and activities.

Risk Mitigation

Risk controls and mitigants, identified and approved for the Institution, are documented for existing and new
processes and systems. The Institution uses risk tolerance limits as a risk limit control. This risk tolerance limit is
composed of risk limits by economic sector, by credit product, and by maturity. There are also limitations
imposed by the regulatory organ that all Microfinance Institutions should comply.

As part of the credit risk mitigation, which is the main identified financial risk of the Institution, an appropriate risk
environment, credit policies and procedures are established. In addition, there is portfolio management,
appropriate credit administration and monitoring, and a loan review function.

The other credit risk mitigation measure is obtaining sufficient collateral securities and guarantees for certain
loan products as a second line of defense in case of default.

The Institution's financial assets are classified into the following measurement categories: available-for-sale and
loans and receivables, and the financial liabilities are classified into other liabilities at amortized cost.

Financial instruments are classified in the statement of financial position in accordance with their legal form and
substance. These are reflected as follows:

30 June 2026

Notes FVOCI Amortized Cost Total
Cash and cash equivalents 8.5 - 1,586,240,603 1,586,240,603
Loans and advances to customers (Net) 8.7 - 6,685,554,743 6,685,554,743
Other assets and prepayments 8.6 - 139,222,773 139,222,773
Financial assets 8.8 47,853,189 13,540,000 61,393,189
Total financial asset
30 June 2025

Notes FVOCI Amortized Cost Total
Cash and cash equivalents 8.5 - 806,832,972 806,832,972
Loans and advances to customers (Net) 8.7 - 3,793,901,808 3,793,901,808
Other assets and prepayments 8.6 - 87,499,633 87,499,633

Financial assets 8.8 - ==-.10,290,000 10,290,000

4,698,524,413
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8.32.1. Credit risk

Credit risk is the probability that a counterparty of the Institution will not meet its obligations in accordance with
agreed terms and conditions, which may lead to financial loss. The Institution is exposed to credit risk due to
activities such as loans and advances and loan commitments arising from lending activities.

Management of credit risk

In measuring credit risk of loans and receivables to various counterparties, the Institution considers the character
and capacity of the obligor to pay or meet contractual obligations, current exposures to the counter party/obligor
and its likely future developments, credit history of the counterparty/obligor; and the likely recovery ratio in case
of default obligations-value of collateral, and other ways out. The Institution’s policy is to lend principally on the
basis of the customer’s repayment capacity through various evaluations. However, as much as possible, the
Institution ensures that the loans are backed by collateral to reflect the risk of the obligors and the nature of the
facility.

In the estimation of credit risk, the Institution estimates the following parameters:

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

b) Loss given default
Loss given default (LGD) is defined as the portion of the loan determined to be irrecoverable at the time of
loan default (1 — recovery rate). Our methods for estimating LGD include both quantitative and qualitative
factors.

c) Exposure at default
This represents the amount that is outstanding at the point of default. Its estimation includes the drawn
amount and expected utilization of the undrawn commitment at default.

Maximum exposure to credit risk before collateral held or credit enhancements
The Institution's maximum exposure to credit risk at 30 June 2026 and 30 June 2025 is represented by the net
carrying amounts in the statement of financial position.

30-Jun-26 30-Jun-25
ETB ETB

Cash and cash equivalents
1,586,240,603 806,832,972

Loans and advances to customers (Net)
6,685,554,743 3,793,901,808

Other assets and prepayments

9,4‘?2,773 87,499,633
Fmanc:al i, value through other comprehens:ve u}/omef S
(FvoCl) /. ,s . 61,393,189 10,290,000
(; - ;
\

85

| REPORT NO

| et V- esam— em—

® Nisig W




70C

AL L5

¥

Total financial asset

Credit risk exposures relating to off-balance sheet are as follows:

Loan commitment
Total off-balance sheet exposure

Total maximum exposure

Credit quality analysis
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8,472,411,308

8,472,411,308

4,698,524,414

4,698,524,414

The following table sets out information about the credit quality of financial assets measured at amortized cost-
FVOCI debt investments. Unless specifically indicated, for financial assets, the amounts in the table represent

gross carrying amounts.

Credit Risk Exposure Stage 1 Stage 2 Stage 3 Total

12 Month ECL  Life Time ECL  Life Time ECL 30 June 2026)
Stage 1 - Pass 4,300,396,029 - 4,300,396,029
Stage 2 - Special mention 2,196,120,673 - 2,196,120,673
Stage 3 - Non-performing - - 300,711,484 300,711,484
Total gross exposure 4,300,396,029 2,196,120,673 300,711,484 6,797,228,186
Loss allowance (31,432,745) (14,333,496) (50,043,346) (95,809,587)
Net carrying amount 4,268,963,284 2,181,787177 250,668,138 6,701,418,599

Amounts arising from Expected Credit Loss (ECL)

i) Significant increase in credit risk

30 June 2025
ETB

2,624,511,951

1,094,520,282
140,996,958

3,860,029,192
55,642,800

3,804,386,392

When determining whether the risk of default on a financial instrument has increased significantly since initial
recognition, the Institution considers reasonable and supportable information that is relevant and available without
undue cost or effort. This includes both quantitative and qualitative information and analysis, based on the
Institution’s historical experience and expert credit assessment and including forward-looking information.

The objective of the assessment is to identify whether a significant increase in credit risk has occurred for an

exposure by comparing:

v" The remaining lifetime PD for this point in time that was estimated at the time of initial recognition of the
exposure (adjusted where relevant for changes in prepayment expectations).
v The Institution uses three criteria for determining whether there has been a significant increase in credit

risk:
v Quantitative test ba
Qualitative indicats
v Abackstop of 35 da

~
o
=
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ii) Generating the term structure of PD
Credit risk grades are a primary input into the determination of the term structure of PD for exposures. The
Institution collects performance and default information about its credit risk exposures analyzed by the type of
product and borrower. The Institution employs statistical models to analyze the data collected, and generates
estimates of the remaining lifetime PD of exposures and how these are expected to change as a result of the
passage of time.

iii) Determining whether credit risk has increased significantly
The Institution assesses whether credit risk has increased significantly since initial recognition at each reporting
date. Determining whether an increase in credit risk is significant depends on the characteristics of the financial
instrument and the borrower.

The credit risk may also be deemed to have increased significantly since initial recognition based on qualitative
factors linked to the Institution’s credit risk management processes that may not otherwise be fully reflected in its
quantitative analysis on a timely basis. This will be the case for exposures that meet certain heightened risk criteria,
such as placement on a watch list. Such qualitative factors are based on its expert judgment and relevant historical
experiences.

The credit risk may also be deemed to have increased significantly since initial recognition based on qualitative
factors linked to the Institution’s credit risk management processes that may not otherwise be fully reflected in its
quantitative analysis on a timely basis. This will be the case for exposures that meet certain heightened risk criteria,
such as placement on a watch list. Such qualitative factors are based on its expert judgment and relevant historical
experiences.

As a backstop, the Institution considers that a significant increase in credit risk occurs no later than when an asset is
more than 30 days past due. Days past due are determined by counting the number of days since the earliest
elapsed due date in respect of which full payment has not been received. Due dates are determined without
considering any grace period that might be available to the borrower.

If there is evidence that there is no longer a significant increase in credit risk relative to initial recognition, then the
loss allowance on an instrument return to being measured as 12-month ECL.

Some qualitative indicators of an increase in credit risk, such as delinquency or forbearance, may be indicative of an
increased risk of default that persists after the indicator itself has ceased to exist. In these cases, the Institution
determines a probation period during which the financial asset is required to demonstrate good behavior to provide
evidence that its credit risk has declined sufficiently.

When contractual terms of a loan have been modified, evidence that the criteria for recognizing lifetime ECL are no
longer met includeWp-to -date payment performance against the modlf ed: SRILET wal terms.
".'.TH Aoy
o
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v The average time between the identification of a significant increase in credit risk and default appears
reasonable;

v" Exposures are not generally transferred directly from 12-month ECL measurement to credit- impaired; and

v There is no unwarranted volatility in loss allowance from transfers between 12-month PD (Stage 1) and
lifetime PD (Stage 2).

iv) Definition of default

vi)

The Institution considers a financial asset to be in default when:

v" The borrower is unlikely to pay its credit obligations to the Institution in full, without recourse by the Institution
to actions such as realizing security (if any is held);

The borrower is more than 90 days past due on any material credit obligation to the Institution.

it is becoming probable that the borrower will restructure the asset as a result of bankruptcy due to the
borrower’s inability to pay its credit obligations.

v
v

In assessing whether a borrower is in default, the Institution considers indicators that are:

v’ qualitative: e.g. breaches of covenant;

v’ quantitative: e.g. overdue status and non-payment on another obligation of the same issuer to the Institution;
and

Based on data developed internally and obtained from external sources.

Inputs into the assessment of whether a financial instrument is in default and their significance may vary over
time to reflect changes in circumstances.

AN

Incorporation of forward-looking information

The Institution incorporates forward-looking information into both the assessment of whether the credit risk of an
instrument has increased significantly since its initial recognition and the measurement of ECL.

External information, which includes economic data and forecasts, an external and independent macroeconomic
date body will be considered in the forward-looking information assessment. This is in addition to industry-level,
semiannual NPL trends across statically comparable sectors.

The Institution has identified and documented key drivers of credit risk and credit losses for each portfolio of
financial instruments and, using an analysis of historical data, has estimated relationships between macroeconomic
variables and credit risk and credit losses.

Measurement of ECL

The key inputs into the measurement of ECL are the term structure of the following variables:

v Probability of default (PD); =
v Loss giy it {LeD); and

i, |
PN{), IGD and EAD Lifetime ECL is

culat=d&uy%“mu
PD by LS
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The methodology of estimating PDs is discussed above under the heading ‘Generating the term structure of PD'".
LGD is the magnitude of the likely loss if there is a default. The Institution estimates LGD parameters based on the
history of recovery rates of claims against defaulted counterparties. The LGD models consider the structure,
collateral, seniority of the claim, counterparty industry and recovery costs of any collateral that is integral to the
financial asset.

EAD represents the expected exposure in the event of a default. The Institution derives the EAD from the current
exposure to the counterparty and potential changes to the current amount allowed under the contract and arising
from amortization. The EAD of a financial asset is its gross carrying amount at the time of default. For lending
commitments, the EAD is potential future amounts that may be drawn under the contract, which are estimated
based on historical observations and forward-looking forecasts. For financial guarantees, the EAD represents the
amount of the guaranteed exposure when the financial guarantee becomes payable. For some financial assets,
EAD is determined by modeling the range of possible exposure outcomes at various points in time using scenario
and statistical techniques.

As described above, and subject to using a maximum of a 12-month PD for Stage 1 financial assets, the Institution
measures ECL considering the risk of default over the maximum contractual period (including any borrower's
extension options) over which it is exposed to credit risk, even if, for credit risk management purposes, the
Institution considers a longer period.

Where modeling of a parameter is carried out on a collective basis, the financial instruments are grouped on the
basis of shared risk characteristics that include:

Instrument type;

Credit risk grading;
Collateral type;

Date of initial recognition;

Remaining term to maturity; e
Industry; and AT o vz

Geographic locatig f the borro > ot |
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Loss allowance

Provisions under prudential guidelines are determined using the time-based provisioning prescribed by the National
Bank of Ethiopia (NBE) Directives. This is at variance with the forward-looking model required by IFRS-9. As a
result of the differences in the methodology/provision, there will be variances in the impairment allowances required
under the two methodologies.

The proclamation ‘Financial Reporting Proclamation No.847/2014 stipulates that Banks would be required to make
provisions for loans as prescribed in the relevant IFRS Standards when IFRS is adopted.

However, the Institution would be required to comply with the following:

“‘- 89
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(@) Provisions for loans recognized in the income statement should be determined based on the requirements
of IFRS. However, the IFRS provision should be compared with provisions determined under the NBE
Directives and the expected impact/changes in other reserves should be treated as follows:

+  Prudential provisions are greater than IFRS provisions; the excess provision resulting should
be transferred from the general reserve (retained earnings) account to a “regulatory risk

reserve’.

+  Prudential provisions are less than IFRS provisions; the IFRS-determined provision is charged
to the statement of comprehensive income. The cumulative balance in the regulatory risk
reserve is thereafter reversed to the general reserve (retained earnings) account.

(b) The non-distributable reserve should be classified under Tier 1 as part of the core capital.

30 June 2026

ETB

Total impairment based on IFRS 95,809,587
Total impairment based on NBE directives 96,569,846
(760,258)

Credit Concentration

30 June 2025

ETB

55,642,800
73.371.778
(17,728,978)

The Institution monitors concentrations of credit risk by economic sector. An analysis of concentration of credit risk is

shown in the following tables:

30 June 2026

ETB % age
Agriculture 49,881,018 0.73%
Construction 354,078,857 5.21%
Consumption 24,361,715 0.36%
Manufacturing 316,638,852 4.66%
Service 3,379,782,205 49.73%
Trade 2,560,072,297 37.66%
Staff loan 112,413,242 1.65%

6,797,228,186  100.00%
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30 June 2025
ETB % age
22,788,323 0.61%
215,396,787 5.79%
3,728,024 0.10%
190,217,515 511%
1,803,998,482  48.51%
1,411,999,722  37.97%
70,903,380 1.91%
3.719,032,233  100.00%
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Nature of security in respect of loans and advances to customers

30 Jun 2026 Building Vehicle Share Cash Total
Agriculture 90,000,000 75,800,000 2,137,581 167,937,581
Construction 450,150,000 522,600,000 18,351,163 991,101,163
Consumption 62,900,000 10,416,559 1,179,000 7,070,740 81,566,299
Manufacturing 372,000,000 501,250,000 2,574,200 17,770,792 893,594,992
Service 2,879,100,000  6,560,218,260 14,286,115 177,574,233  9,631,178,608
Trade 3,442,540,500  4,408,950,000 23,328,100 133,475,929  8,008,294,529
Staff loan - - - 38,732,765 38,732,765
7,296,690,500 12,079,234,819 41,367,415 395,113,203 19,812,405,937
30 June 2025 Building Vehicle Share Cash Total
Agriculture 42,000,000 42,350,000 - 650,411 85,000,411
Construction 322,450,000 420,500,000 - 11,735,121 754,685,121
Consumption 5,900,000 8,915,000 1,337,000 8,618,731 24,770,731
Manufacturing 222,800,000 355,450,000 - 18,466,759 596,716,759
Service 1,785,700,000 3,966,266,000 12,694,500 117,209,621  5,881,870,121
Trade 2,281,770,000  2,647,565,000 33,139,625 96,784,003  5,059,258,628
Staff loan - - - 33,369,163 33,369,163
4,660,620,000 7,441,046,000 47,171,125 286,833,809 12,435,670,934

8.32.2. Market risk
Market risk is the risk that the fair value of a financial instrument will decrease because of changes in market factors.
Market risk arises from the Institution's use of interest-bearing and foreign currency financial instruments. It is the risk
that the fair value or future cash flows of a financial instrument will fluctuate because of changes in foreign exchange
rates currency risk and interest rate risk.

The Institution does not ordinarily m& ng activities as there are no active markets in ?)!{U} i€, ,

't
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8.32.3. Interest rate risk “
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' -' affe t'ie Jfairvalues of the

Interest rate risk arises from poi@ ' a
atumy mgnq’gc_@ of asse&wd liabilities as

financial assets and liabilities of
well as from the repricing characteristi

The table below summarizes the Institution's exposure to interest rate risks. The table presents the aggregated
amounts of the Institution's interest-bearing financial assets and interest-bearing financial liabilities at carrying amounts
as at the reporting date.

Interest 30 June 2026 30 June 2025
Variable ETB ETB
Asset
Cash and balances with banks Fixed 1,586,240,603 806,832,972
Loans and advances to customers Fixed 6,685,554,743 3,793,901,808
Total interest-bearing financial assets 8,271,795,346 4,600,734,780
Liabilities

“‘- 91
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Deposits from customers Fixed 6,104,878,919 3,732,784,034
Borrowings Fixed 1,580,664,928 815,745,420
Total interest-bearing financial liabilities 1,685,543,847 4,548,529,454

The information about maturities of interest-bearing financial assets and interest-bearing financial liabilities is
given in liquidity risk quantitative disclosures.

The Institution's all interest-bearing assets and liabilities are at fixed interest rates; therefore, market interest rate
fluctuations do not affect the Institution's income or expenses.

8.32.4. Liquidity risk

Liquidity risk refers to the availability of sufficient funds to meet loan repayments and other financial
commitments associated with financial instruments as they actually fall due.

To manage liquidity risk, the Institution performs regular monitoring of future expected cash flows, which is a part
of the assets and liabilities management process. An analysis of the liquidity and interest rate risks is presented
in the following tables. The presentation below is based upon the information provided by key management
personnel of the Institution.

Maturity of financial liabilities

30 June 2026 Upto3 3to6 6 to 12 Over 1 year Total
months months months
Customers deposit
1,327,638,714  1,114,140,403 3,052,611,910 510,487,892 6,104,878,919
Borrowings
81,272,766 98,791,558 136,068,662 1,264,531,943 1,580,664,929
Total interest-bearing financial 1,408,911,480 1,212,931,961 3,188,680,572 1,775,019,835 7,685,543,848
liabilities
Other liabilities
72,824,274 146,562,310 3,881,712 160,528,556 383,796,852
Total financial liabilities as at 30 June 1,481,735,754 1,359,494,271 3,192,562,284 2,035,548,391 8,069,340,700
2026
30 June 2025 Upto3 3to6 6to 12 Over 1 year Total
months months months
Customers deposit
778,373,331 681,233,086 1,769,251,772 503,925,845 3,732,784,034
Borrowings
102,361,813 153,936,355 244,723,626 314,723,626 815,745,420
Total interest-bearing financial 880,735,144 835,169,441 2,013,975,398 818,649,471 4,548,529,453
liabilities
Other liabilities
22,625,960 59,151,152 60,676,344 72,517,164 214,970,620
Total financial liabilities as at 30 June 903,361,104 894,320,593

4,763,500,073

2,074,651,741 891,166,635
2025 Py
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8.33. Contingencies and Commitments

The Company recognizes a provision only when a present legal or constructive obligation exists from a past
event, an economic outflow is probable, and the amount can be reliably estimated.

In the ordinary course of business, Institutions are usually subject to legal actions and complaints. Following the
Institution's customers’ failure to meet loan repayment obligations, the Institution is involved in legal disputes
against such customers. The highest possible outcome from such legal disputes is the amount of loans
receivable from such customers (including accrued interest and other charges).

As it is not certain that all the customers will meet the repayment obligations, the Organization recognizes a
provision for impairment for such loans.

The institute has no enforceable, legally binding agreements to make future payments for goods, services, or
capital assets which needs to be disclosed here to show future cash flow obligations.

8.34. Subsequent events

There were no material adjusting subsequent events after June 30, 2026, that require modification to the
carrying amounts of assets and liabilities or the reported income and expenses.

Following the recent macroeconomic reform program implemented by the Federal Government and the National
Bank of Ethiopia, the Ethiopian Birr (ETB) transitioned to a market-determined floating exchange rate scheme
system. This has resulted in a depreciation of the ETB against major foreign currencies.

While the institute does not hold direct foreign currency-denominated liabilities or loans, management expects
indirect impacts on the loan portfolio's asset quality. Specifically, inflationary pressures on micro-enterprise
operating costs may impact the repayment capacity of borrowers. Enhanced monitoring and proactive portfolio
restructuring strategies have been deployed.

Pursuant to the Capital Market Proclamation No. 1248/2021 and the Directive on Public Offering and Trading of
Securities, all publicly held share companies in Ethiopia—including licensed Microfinance Institutions—are
required to formally register their existing and newly authorized shares with the Ethiopian Capital Market
Authority (ECMA).

Subsequent to the June 30 reporting date, the institute initiated the formal process to register its paid-up and
authorized shares with Ethiopian Capital Market Authority (ECMA).
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OUR BRANCHES

NO. BRANCHES TELEPHONE NO. LOCATION
+251 116 663 492 / Nisir Bidg., European
L FREMILIM +251 116 662 369 Union Street
+251 115 500 700 / :
2 MAIN +251 115 500 701 Dembel City Center
= MEGENAGNA +251116 674 666 Zefmesh Mall, 1* Floor
Lancha Mikwor Plaza
& BEKLOBET +251 114 705 473 Bdg. Ground Fir.
Dejoch Wube Sefer; In
g PIASSA :g} ::: §:: 31063/ front of Addis Ababa
restaurant; 1= floor
Sagatera 40/60
+251 112732759 / ini - ond
6 SENGATERA +251 112 733 422 Condominium Block 1; 2™
Floor
Lebu mebrat; infont of
7 LEBU +251 114 625 989 / Zemen Gas Station; 1st
+251 114 625 515 floor of Tigust and Aikel
Building
+251 113 694 173 / Ayer Tena Deblo building
8 GIRAR +251 113 693 615 , 27 Floor
+251 116 701 693 / Around Fiyel bet GN
° SUMMIT +251116 704 876 Building 1=t floor
+251 116 700 576 / Ayat infront of All Mart
10 VAT +251 116 701185 Supermarket
Tsehai Bridge, next to
n PASTER :g} :'Ig ;2'2 232/ Adarge School: Ayelech
Building, 1= floor
Sarbet; Bisrat Gabriel
12 KARL +251 113 837 039/ Road; Next to Queens
+251 113 837 391 Supermarket ; Boren
Building 2™ Floor
+251 114 432 225/ Red soil;Before Jamboro
= BULBUIERX +251 114 423 960 Real Estate,
+251 114 552 490/ Next to Kality Total Gas
14 KALITY +251 114 629 066 Station 1=Flr.
+251 116 734 513/ Kotebe 02 Next to Yerer
2 KOTEBE +251 116 734 731 Building 1% FIr.
+251 116 394 694/ +251 116 Gerji Roba infront of
16 GERJI 394 682 Sunshine Bid.
Jameo 1, 67 Mazoriya
17 JEMO +251 114 379 196 Densher Bid. 1= Eir.
18 TAFO +251 116 702 240/ +251 116 Next to EthioTelecom
702 355 CCD Homes.
19 GOFA +251 114 700 150/ +251 114 In front of Gofa Gebrieal
706 961 police Station.
Goro to Industry Mender
29 GORO Road 1* Floor
In front of Shegar Park
21 ADDISU GEBEYA +251 111 250 915/ Rasan Guest House Bldg
22 SARIS Adey Ababa Beside the
Bridge
Butajira; Infront of Ethio
23 BUTAJIRA telecom; Admas Bogale
Building
Hosanna Main Street,
24 HOSAENA +251 461 780 717 Ambcho Road, in front of
Saleme Café




Y 30C

MeNC4 L5710
NISIR MICROFINANCE

Contact Us

Address: Bole Rwanda to Atlas
Road Nisir Building

Email: info@nisirmfi.com

Phone: 9404

Website: www.nisirmfi.com



