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Wasasa Microfinance S.C.

1FRS financial statements

For the period ended 30 June 2021
Report of the directors

The directors submit their report and the financial statements for the period ended 30 June 2021, to the  stakebalder of
Wasasa Microfinance Share Company. This report discloses the financial performance and state of affairs of Wasasa
Microfinance Share company.

Incorporation and address

Wasasa was incorporated in the year 2000 and got a business bicense from the National Bank of Ethiopia as per the
proclamation No. 3071996 issucd for licensing and supension of the business of Microfinance institutions. This
prociamamtion was later replasced by proclalamtaion No. 626/2000.

Waseasa's Head office is bocated in Sebeta Hawas Woreda, Alemgena |, Finfine- Zuria Livu-Zone, while it has regiona! and
branch effices in Ormoia National Regional sate.

Principal asctivities

To attain the mission of Wasass, which = providing sicaainable financial services to the active poor to employ capital foe
poverty alleviation: the following principal activities are given peiorities: granting credit in cash or in kind to farmers.
women, youth and asscciations or cooperatives that are engaged in sanall and microenterprise activities, savings and
depasits serice to borrower customers and the large public. counseling sery bces to clients, and micro insurance-.

Wasasa's results for the year ended 30 June 2021 are set out on page (. The profit for the year has been transferred to

retained eamings. The summarized resnlis are presented belony,

30 June zo21 : ’?ﬂc 2020
Birr Birr

Net interest income 85,881,801 1 77792509
Frofit / (loss) befors tax 28,689,702 Y 12,305,984
Tax (charge} / credit = X
Profit / (loss) for the vear 28,689,702 122,305,984
Other compeehensive profit / (Joss) net of taxes - -
Total comprehensive profit / (Joss) for the vear — 28.680 702 12.405.084
Directors

The directors who held office during the sear and to the date of this report are set out on page |
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Wasasa Microfinance S.C.

IFRS financial statements

For the period ended 30 June 2021
Statement of directors’ responsibilities

The National Bank of Ethiopia, as per Business Froclamation No. 626/2009, direct Microfinance institutions to
prepare ther financial statements following the accegpesble accounting standards. As Per the Proclamation No
847/2014, the Accounting and Auditing Board of Ethiopia (AABE) direct W Microfir Share Company to
prepare financial statements in accordance with international Financial reporting standards (IFRS).

The Management is responsible for the peeparation and fair presentation of these financial statements in
conformity with international accounting standard ( IFRS) issued by International  accounting Board( 1ASBE) and
generally accepted rule and regulation in Ethiopia in the manner required by the Commercial Code of Ethsopia of
1560, and for such nternal control as management determines is necessary o enable the preparation of financial
statements that are free from material misstatement, whether doe 1o frand or error. The Microfinance s required
to keep such records as are necessary to:

a) exhibit clearly and correctly the state of s atfales;

b) explain its transactions and financal poasition; and

?

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

The Management accepes responsibility for the annaal financial statements, which have been peopared
appropriate accounting policies supported by reasonabie and prudent judgments and estimates, in conformity with
Intemational Financial Repoming Standards, Microfinance Business Proclamation, Commercial code of 2013 E.C
and the relevant Directives issuad by the National Bank of Ethiopia.

¢) enable the National HEank 1o determine Whether Microfinance had complied with the provisions of the
implementation of

The Management has an opinion that the financial statemenis give 2 true and fair view oltl state of the
affairs of the company and of its profit or boss. The Management further accept rsponsﬂi&hlhe

of accounting records that may be reliesd upon in the preparation of financial statements, as well as adequate
svstems of internal financial controb.

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

Signed on behalf of ("ﬁ"_’ ;
%KILIW"‘” o

,Ka Yeshitila Dibaba Ato Alnasaln Alcnmhu
Board Chai General M —
Date: OFfIZ{2.02.{. pate: -1 (2. | 2024 oS A
/o ,,F;/\\;\?
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
WASASA MICROFIANACE SHARE COMPANY

QUALIFTED OPINION

We have audited the accompanyving financial statements of WASASA MICROFIANACE
SHARE COMPANY which comprise the statement of financial position as at 30 June 2021,
the statement of comprehensive income and statement of cash flows for the year then
ended, statement of shareholders’ equity and summary of significant accounting policies

h

BASIS FOR QUALIFIED OPINION | '

1. In accordance with IAS 19 of IFRS long term employees’ benefits should have been
accounted for using an actuarial valuation. The company however stated its long-term

and other explanatory information.

employees™ benefits obligations using simple acerual method which is contrary to the
requirements of the standard,

2. The company recognized accrued liability in connection with unused annual leave days.
However, the amount recognized in these financial statements is only birr 730,333.06
from total acerued amount of birr 7.675.501.42 that is annual leave balance of birr
6,645.258.37 is left unaccounted.

3. The carrving values of the company’s properties, plant and equipment except
construction under progress balance as at the transition date, i.e., July 1,2017, have
been adjusted to the valuation carried on June, 2019 less accumulated depreciation of

2018 as computed based on the revised useful lives of the assets by applying IFRS 1




exemptions provided under IFRS 1 appendix D section D5 and D6 we have learnt that
the assumptions used are not in line with the provision under these exemptions which
states that: an entity may elect to measure an item of property, plant and equipment at
the date of transition to IFRSs at its fair value and use that fair value as its deemed cost
at that date and /or a first-time adopter may elect to use a previous GAAP revaluation
of an item of property, plant and equipment at, or before, the date of transition to
IFRSs as deemed cost at the date of the revaluation, if the revaluation was, at the date
of the revaluation, broadly comparable to: fair value; or cost or depreciated cost in
accordance with ITFRSs. adjusted to reflect, for example, changes in a general or specific
price index.
In our opinion, except for the effects of the matter stated in basis for qualified opinion
above the financial statements give a true and fair view of the financial position of WASASA
MICROFIANACE SHARE COMPANY as at 30 June 2021 and of its financial performance
and cash flows for the yvear then ended in accordance with the International Financial
Reporting Standards as issued by [ASB. |

!
:

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 company in accordance with the International Ethics Standards Board
for Accountants’ code of Ethics for Professional Accountants (IESBA Code) together 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 and the 1IESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

KEY AUDIT MATTER
Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters

were addressed in the coutext of our audit of the financial statements as a whole and in
/P 2SS
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forming our opinion thereon; we do not provide a separate opinion on these matters. We
have determined that there is no key audit matter to be communicated in our report.

RESPONSIBILITIES OF MANAGEMENT FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the International Financial Reporting Standards and for
such internal controls as management determines is necessary to enable the preparation of
financial statements that are free from material misstatements whether due to fraud or

error.

In preparing the financial statements management is responsible for assessing the
company’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis for accounting unless management
either intends to liquidate the company or to close operations, or has no realistic

alternative but to do so.

. 2
Our objectives are to obtain reasonable assurance about whether the ﬁmle statements
as a whole are free from material misstatement, whether due to ﬁ'aud or error, and to issue
an auditor's report that inchides 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 agegregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

ership,
Certified Accountants
/ e ’
Addis Ababa % P
November 18, 2021 P P28
/g -
\' & /e
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Wasasa Microfinance S.C.

Statement of profit or loss and other comprehensive income
For the period ended 30 June 2021

30 June 2021
Notes Birr

30 June 2020

Birr

Interest income 5 138,485.357 130,370,278
Interest expense 6 (48,603.556) (52,577,909)
Net interest income 89,881,801 7,792,369
Fee and commission income 7 21,366,692 19,206,534
Fee and commission expense - - <
Net fees and commission income 21,366,692 19,296,534
Other operating income 8 8,052,357 6,222,651
Gain &n fair value changes of investment
property 1 660 -
Total operating income . 120,634,510 103,311,553
Loan impairment charge 9 (379.979) {13,079,503)
Impairment losses on other assets
Net operating income 120,255,631 Kg‘o_;::;z,os:
Personnel expenses 10 (67,73 ) {57,250.,331)
Other operating expenses 11 (19, {(17,081.372)
Amortisation of intangible assets {1,053,660) {1.053,660)
Amortisation of Asset use right (763.617) (118,458)
Loss on disposal of fixed asset (37.461) -
Depreciation and impairment of properny, (2,712,202) (2.322.246)
plant and egquipment
Profit before tax 28,689,702 12,405,984
Income tax expense - -
Profit after tax 28 2= 12,40
Other comprehensive income (OCI) net on income tax
Items that unll nor be subseguently reclassified into profit or loss:

urement gain/(lass) < -
Deferred tax (liahility)/asset on = -
remeasurement gain or loss
Total comprehensive income for the period 28.689,702 12,305.983

“The notes on pages 8to 406 arean integral part of these financial statements.
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Wasasa Microfinance 5.C.
Statement of financial position

As at 30 June 20221

ASSETS

Cash and balances with banks
Loans and receivables

Investments measured at fair value through
Other Comprehensive Income(FVTOCI)

Investment Property

Other assets

Right use of Asset

Intangible assels

Property, plant and equipnment
Total assets

LIABILITIES
Deposits from customers
Other liabilities
“Commercial loan
Lease obligation
Other long term liability
Employee benefit (Severance)

Total liabilities

EQUITY

Paid-up capital
Donated equity
Retained earnings
Legal reserve
Revaluation surphas

Total equity
Total equity and liabilities

The notes on pages 8 1o 46 are an integral part of these financial statements.

The financial statements on pages 4 1o 7 were approved and aut

and were signed on its behalfl by:
L7 L L e

30 June 2021

30 June 2020

“ Yeshitila Dibaba
Bo Chai rSOon
Date: C1f12-f 2.0 2-{.

Notes Birr Birr
12 88,690,407 99,185,217
13 782,237,097 686,655,108
14
10303-866 1,069,000
15 56,068,479 48,841,629
16 20,584,228 15,599,048
17 1,833,969 584,742
FESS 11,926,719 6,592.229
15 a8.520.013 35,664,046
1.001.473.796
20 374,986,209
21 13,375,612
az 323,459,270
22 4,658,850
22 4,700,000
23 18.223,114
739,403,146
a3 10,000,000
23 43,585,415
25 180,426,055
26 5,000,000
27 23,060,180
262,071,650
1.001.474.796

: the board of directors

Amsalu A_l;y—hu

General Manger
Date: o P2 [ Ze 24

< =
2.7 Aopan S5
—l ) "'! n_,,_;.:-,g»

X &




Wasasa Microfinance S.C.
Statement of changes in equity

For the period ended 30 June 2021

Asat i July 2019
Profit for the period
Transfer from retained carning

Transaction with owoers in their copacity

RS WIS ©
Donsated equity addition

Transfer to degal resenve
Total comprehensive
income for the period

As\.' 30 June 2020

As at 1 July 2020
Profit for the period

I TAMRSICE 1IP0I TELaLNO
ecarning

Donated equity addition
Transfor to legal reserve

Total comprehensive
income for the period

As at 30 June 2021

Paid up Retained Revalution Legnl Total
capital & earuings Surplus reserve
donated
equity
Bire Birr" Birr Bire Birr
32,375,088 136 830,468 23,060,180 2,500,000 214,865,636
12 o84 -
ais 12,305,984
2.000,000 (2,000,000)
2536 826
08 2,086 826
- (1,000,000} - 3,000,000
2,986,826 9,405,983 - 1,000,000 15,392,810
37,361,913 156,236,352 23,060,180 3,500,000 230,258,346
37401913 156,236,352 23,060,180 3,500,000 230,258.4346
28,689,702 - 28,689,702
3,000,000 (3.000,000) -
3.123.501 l 2123501
(1,500,000) i 1500 =
H.123,501 =3,189 702 > 1,500,000 31,813,203
53,585,315 180,326,054 23.060.180 5,000,000 262,071,650

The notes on pages B to 41 are an integral port of thess finascinl statcments.




Wasasa Microfinance S.C.
Statement of cash flowws
For the period ended 30 June 2021

30 June 2021 30 June 2020
Notes Birr Birr

Cash flows from operating activities
Cash generated from operations 28 4,512,645 26,551,903
Witholding tax paid
Income tax paid

Net cash (outfiow)/inflow from operating activities 4.512,645 26.551,903
Cash flows from investing activities

Purchase of investment property 15 (6,821,000) (6,136,784)
Purchase of Equity Investments{ Share) 14 (234,856) (500,000)
Purchase of intangible assets 18 (6,388,150) {(41,615)
Faire value measurement on invetement property

Purchase of property, plant and equipment 19 (4.386.950) (9,049.035)
Net cash (outflow)/inflow from investing activities (17,830,956) (15.727.434)
Cash flows from financing activities

Donated equity received 24 ls,us,so: 2,986,826

Net cash (outflow)/inflow from financing activities 3.123,501 2.086.826
Net increase/(decrease) in cash and cash equivalents (10,194.810) 13,811,295
Cash and cash equivalents at the heginning of the year 12z 99,185,217 85,373,922
Cash and cash cquivalents at the end of the year 2

'\,A,d-ﬁ I‘_‘



Wasasa Microfinance S.C.
Notes to the financial statements
For the period ended 30 June 2021

General information

Wasasa Microfinance was established in the year 2000 G.C as a “Share Company” under the Commercial
Code of Ethiopia and licensed by the National Bank of Ethiopia as a "Microfinance Institution™ under
Proclamation No. 626/2009, issued for licensing and supervision of micro-finance institutions. Wasas's
registration office is at : :

Wasasa Microfinance S.C

Tel. +251(0)113384133

Fax. No. 0113679024

Email:wasasamf@ethionet,

PO Box 1192

Alemgena, Ethiopia

The objective of Wasasa s 1o provide diverse range of financial and non-financial service , including Savings,
Credit, micro insurance and advisory services to all citizens that do not have access to such services from the
mainstream banking in rural and urban area. Wasasa has inclusive business model initiative for women
entreprenears that may not have collateral in order to expand economic opportunities while creating vaiue

for Ethiopia’s businesses, and society in general.
Summary of significant accounting policies
Introduction to summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial out below.

These policies have been consistently applied to all the years presented, unl!*

Basis of preparation |

The financial statements for the period ended 30 June zo21 have been prepared in accordance with
International Financal Reporting Standards ("IFRS"} as issued by the International Accobinting Standards
Board ("IASB"). Additional information required by National regulations is included where appropriate.

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

The financial statements have been prepared in accordance with the going concern principle under the
historical cost concept and faire value. All values are rounded e the nearest one birr, except when otherwise
indicated. The fMnancial statements are presented in rounded to the nearest Ethiopian one Birr (Birr' 1),

. .

‘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 process of applying Wasasa's
accounting policies. Changes in assumptions may have a significant impact on the financial statements in the
period the assumptions changed. Management believes that the underlying assumptions are appropriate and
that Wasasa's financial statements therefore present the financial position and results fairly. The arcas
involving a higher degree of judgment or complexity, or areas where assumptions and estimales are

significant to the financial statements, are disclosed in Note 3
Going concern

The financial stater@gi@@bnn prepared on a going concern bas
Wasasa MF1 WO\'I.\RT remakn iﬁ'é:gis&;:ncc after 12 months.
N/ i
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2.2.2 New standacds and amendments to existing standards

Wassen has consistently applicd the acrounting policies to all periods presented in these financial

4.

a1 1

The below are

to st

June 2021, and have not been applied in preparing these financal stotements,

Is that are effective for annual pericds beginning after 30

Standard . Effective date Tinpssct
IAS 1 — Presentation of LAS 1 "Presentation of Fi izl |The il s are Wasass has opted
Fi ial Stat s Stas 15" sets out the overall  |effective for annual not to adopt ey
regguireroents for Anancial reporting periods No significant
stutements, incluoding how they | beginning on or after impact is
should be structured, the January 1, 2022 and are  |expected.
ini regui for their |to be applied
content and overriding eoncepts [ retrospectively. Earlier
such as going conoern, the apphication is permitted.
acerunl basis of accounting and
the curvent/non-curvent
distiouction. The standand
rouires a oosupdeie sct of
financinl statements o Compesss
& sutement of Anancizl position,
& staterment of profit or loss and
other comprvhensive seoase, a
- stutement of changes 1 oguity
and a stutement of cush Oosws:
1IAS 8, nccounting policies,  [1IAS & “Acounting Pobeies, The amendment s Wasasa arcady
changes in accounting Changes in Accounting Estimates | effective for annual jadopted this
estimates and errors and Errons” is appbed in seleching | reporting periods standard
and applying uccounting policies, | beginning on or after |
weounting for changes in January 1, 2020, < !
estimates and reflocting application is itted.
corrections of preor period ervors,
The standard requires “l
complianoe with any specific
LFRS upphving 10 a Gunsaction,
event or condition, and provides
guidance on developang
accounting pobvies for other
items that result in refevant and
refiable information. Changes in
accounting poboeics and
oorrections of crrors are generally
retraspoctively accounted for,
whereas changes in acoounting
CRlinEMCs a0 rally o d
1AS 16, Property plant and | 1AS 16 "Property, Phant and Effoctive for interim and | Wasase opted to
equi proent Fauipment™ outlines the lannual financiol |sdopt the
acvounting treatment for most |statements relating to amendients
L4 types of propserty, plant and fiscul years beginniong on [when doe. Bul no
cquipment. Property, plantand  |or after January 3, 2011, |significant change
equipment is initially owasurad  |earlier spplication is s expected.
at its oost, subsoegquently permitted. The
ved cith ing o cost or | amendiments are effective
revofuation meodel, and for annuol periods
|deprociated so that its beginning on or after
deprevasble nmount is ollocated | January 3, 2022, Early
on & systematic basis over its application is permitted,
usacful life,
i A
A 43

» T
o act ‘;;u’
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LAS 17, Prosision, contingent
Labilities and contingen! asscts

LAS 37 “Pronasions, Contisgent
Liobilits= and Contingent Assets”
cutlines the ing for provisi
{Labilities of uncertain timing or
amount), together with coatingent
assets (possible ssset=) and contingent
labilities (possible obligations and
present obligations that are not

Effective for imterim and

I 6 il o
redating to fiscal years
boginning on or after Jansary
1, 2011, earlier application is
permitted. The amendments
aye effective for annaal
periods beginning on or afer

probable or not reliably i)

| v 3, 2022, Early

opplication is permitted,

L‘(_tc standard is not

ot lires thee sconiting when an
woguiner ebitains comirol of a business
(c B an acyuisition or merger). Such
combinations are socounted

for using the acquisition method’,
which gencerally requires assets
acguinad and labibites asamed 1o be
mwasured at thear fair solues at the
acquisition date.

LAS 31 Agnculture 1AS 41 "Apricultune® sets oot the Effective for interun and
socuuntimg for agocultuml activity -~ |anpual fisancial stateosents  [relevant for Wasasa's
the traasformuation of hiological assots | rclating to fiscal yours reporting purposc.
living plants and anbimals) into beginring on or after Jansary
aprsenitural prosieos Charvestod 1, 2011, earber appBontion is
prodduct of Live cntity's baobogical permittedd. The amendments
assets). The standard generally are effective for annanl
reguires hiological nssets 1o be periods beginning on or afber
mezsured ot fair vilue kess costs 10 sell. (Fanuary 1, 2022, Eardy
appiication is
IFRS 1, Bu=i L bi on 1FRS 3 "Busancss Combinatbons™

Framework} at the same thme
or earlier,
IFRS 9 Finsocisl Instruments The final versson of TFRS 9 "Fuisascial  JEflective for interan and Wasasa shall apply
Instruments” Bsuad in July 2014 i the Jannual finoncial stat s |the dments
IASE's replacement of LAS 39 relating, to fiscal years when doe, The
. "“Financial Instruments: Recognition heginning on or uM .hnum amendments s
and Measurcament™. The smmhn! L 2018, earlier app i P d to have an
sclndes sexpuirements for ree per d. The d impact on the
aud icasurcisent, mpairment, are effective for 1 Wi ‘s fin inl
derceogznition nod geneval hedge periods beginning on or after [ statements,
wovounting. January 1, 2022, Esrly
applacathon is permitted.
/“——— e .
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Annual Impravensents ta lFRS
Stanclards 2008 2020

IFRS 9 — The amendment clanfies
which fo= an cutity includes when it
wpprhics e 10 per cent” test i
jaragraph B3.3.6 of IFRS g inm
assessing whether to derecognisc a
financial lahility, An catity ichodes
auly foes paid or reccved betweens the
entity (the bortower) and the feader,
including fees paid or received by
cither the entity or the Sender on the
ather’s behalf,

(FRS 16 — Thwe ameadment to
Hustrative Example 13 accompanying
IFRS 16 removes from the example the
Hhssrmton of the ceubarsensont of
lcuselbobd improvements by the hossor
in order 1o resolve any potestial
coofusion regarding the treatment of
lesise ivoentives that might arsse
Iwoxczs s of huow lesise inoentives are
-tz red s that exaauple.

IAS 231~ The amendnsent removes the
rexqquirement in pamgraph 22 of 1AS 43
for entitios W exclude taxation cash
Mlows when weasuring the Gair salue of
a biokgical asset using a present valoe
technixque.

The nuprovements are W Moacroti

effective for annual reporting |shall apply the

periods begimniog on or afler [improyements when

1 January 2022 Early duve. The

appicatioo is permitted inap are
not expected to have
an significant impact
on Wasasa
Microfinance’s

financinl statements,

Definition of Accounting The amendments replace the Effective for annual Wasasa

Estimates (Amendments to |definition of a change in reporting periods Microfinance shall

1AS 8) accounting estimates with a beginning on or after 1 apply the
definition of accounting January 2023. amendment when

estimates. Under the new
detinition, accounting estimates
are "monetary amonnts in
financial statements that are
subject to measurement
uncertainty”™. Entities develop
accounting estimates if
arrounting policies require items
in financial statements 1o be
measured in x way that involves
measurement uncertainty, The
amendments clarify that a change
in accounting estimate that
results from new information or
new developments 3s not the

|verrection of an error.

due. The
amendments are
not expected to
have an impact on
Wasasa
Microfinance’s
financial

statements.




Disclosure of Accounting The amendments require that an |Effective for  annual| Wasasa
Policies {Amendments to entity discloses its material reporting periods Microfinance shall
1AS 1 and IFRS Practice accounting policies, instead of its |beginning on or after 1lapply the
Statement 2) significant accounting policies. January 2023, amendment when
Further amendments explain how due. The
an entity can identify a material amendments are
accounting policy. Examples of expected to have
when an accounting policy is an impact on
likely to be material are added. To Wasasa
support the amendment, the Microfinance’s
Board has also developed financial
guidance and examples to explain statements.
and demonstrate the application
of the "four-step materiality
process” described in IFRS
Practice Statement 2,

2.3
a)

L)

2.3

2.3.1

Foreign currency transiation

Furnctional and presentarion Clrréncy

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

Transactions and balances P

Foreign currency transactions are transiated into the functional currency using the exchange rates prevalling
at the dates of the transactions. Translation differences related to changes in amortized cost are recognized in
profit or loss, and other changes in carmyving amount are recognized in other comprehensive income.

Recognition of income and expenses
Revenue is recognized to the extent that it is probable that the economic 3 s will 10 Wasasa MFI
and the revenue can be reliably measured, regardless of when the pay s being . Revenue is

measured at the fair value of the consideration received or receivable, taking into account contractually
defined terms of payment and excleding taxes or duty. Wasasa earns income from interest an loans given for
large group rural and urban, Encrgy. Value chain |, Individual and others. Other incomes includes income
from dividend received from investment in share and interest earned from bank deposit.

Interest and similar income and expense

For all financial instruments measnred at amortized cost income or expense is recorded using the Effective
Interest rate {EIR), which is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument or a shorter period, where appropriate, to the net
carrying amount of the financial asset or financial iiability. The calculation takes into account all contractual
terms of the financial instrument (for example, prepayment options) and includes any fees or incremental
casts that are directly attributable to the instrument and are an integral part of the Effective Interest Rate
(EIR), Lut not future credit losses. s

The carrying amount of the financial asset or financial liability is adjusted if Wasasa revises its estimates of
payments or receipts. The adjusted carryving amount is calculated based on the original EIR and the change in
carrying amount is recarded as ‘Interest and similar income’ for financial assets and Interest and similar
expense for financial liabilities.

Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to an
impairment loss, interest income continues to be recognized using the rate of interest used to discount the
future cash flows for the purpese of measuring the impairment loss,
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2.4.2

2.4.3

2.5.1

Fees and commission

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

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. Other fees and commission expenses refates
mainly to transaction and service fees are expensed as the services are received.

Dividend income

Dividend income is recognized when Wasasa right to receive the payvment is established, which Is generally
when the shareholders approve and declare the dividend. Wasasa classified Dividend income as other income.

Financial instruments - initial recognition and subsequent measurement

A financial Instrament is any cantract that gives rise to a financial asset of one entity and a financial lability
or equity instrument of another entity, 1FRS 9 sct out requirement for recognition, measuring of financial
instrument such as financial asset and liability and other contract to buy or sell non financial asset. Wasasa
MFI initially recognize lean and advance, Customer deposit and debit on the date on which they are
originated.

Financial assets
Initial recognition and measurement

All financial assets are recognized initially at fair value plus, in the case of financial assets not peconded at fair
value through profit or loss, transaction costs that arve attributable to the acquisition of tlleﬁnncnal asset.
Purchases or sales of financial assets that require delivery of assets within a time fra established by
regulation or convention in the market place {regular way trades) are lmTuau.  date, i.e., the

date that Wasasa commits to purchase or sell the asset.

Subsequent measurement

Wasasa has applied IFRS o and classify its financial asset in the following mm catatogy:
1. Amortized cost,

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

3. fair value through Other Camprehensive Income (FVOCT) as per the business model option.

Amortized cost: Wasasa Measure its financal asset with amortized cost when its business model is hold to
coliect cash flow where the cash flow represents solely principal and interest { SPPI test). The carrving value of
the asset are adjusted by any expected credit loss allowance and interest income recognized are recorded as
interest income through the etffective interest rne.

Fair value through Other compressive income (FVTOCI): Wasasa measure its financial asset with
FYTOCE when the asset is held with the objective of both collecting cash flow and selling financial asset

Fair value through profit and loss(FVTPL): All other financial asset that don't meet the ¢assification of
amortized cost or FYTOCI shall be classified as FVTPL.

Business model Assessment
Wasasa makes an assessment of the cbjective of a business model in which an asset is held at a portfolio. This
reflects the operation of the policy and earning contractual interest revenue maintaining a particular interest
rate and the risk that affect the performance of the business and the strategy of how the risks are managed.
For the purposes contractual cash flow “principal’ is defined as the fair value of the financial asset on initial
recognition and 'Interest’ is defined as consideration for the time value of money and for the credit risk
associated with the principal amount cutstanding during a particular period of time and for basic lending
risks and costs. ———

Pape 13




Financial assets al amortized costs

Loans and advances are non-derfyvative financial assets with fixed or determinable payments that are not
quoted in an aclive market. After initial measorement. such financial assets are subseguently measured at
amortized cost using the effective interest rate (EIR} method, less impairment. Amontized cost is calculated by
taking into account any discount or premium on acquisition and fees or costs that are an integral part of the
EIR. The EIR amortization is incdluded in Interest and similar income in income statement. The losses arising
from impairment sre recognized in income statement in loan impairment charge. Wasasa' loans and
receivables comprise of loans and advances to customers. -

Derecognition of financial assets

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

« the rights to receive cash flows from the asset have expired, or
« Wasasa has transferred it< rights to receive cash flows from the asset or has assumed an obfigation to pay

the received cash flaws in full without material delay te a third party under a “pass—through’ arranzement;
and either

(a) Wasasa has transferred substantially all the risks and rewards of the asset, or

(b) Wasaa has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset,

When Wasasa has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if and Yo what extent it has retained the risks and rewards of ownership. When it
has neither transferred nor retained substantially all of the risks and rewards of the asset, nor transferred
control of the assel, Wasasa continuies 1o necognize the transferred asset to the extent of Wasasa's continuing
involvement. In that case, Wasasa also recognizes an associated liability. The d asset and the

associated liability are measured on a basis that reflects the rights and obli that Wi retained.
Continuing involvement that takes the form of 2 guarantee over the transf asset is at the lower
of the original carrying amonnt of the asset and the maximum amount of co ! that Wasasa could be

required to repay. h

Impairment of financial assets

Wasasa assesses at each reporting date, whether there is any objective evidence that a financial asset or a
group of financial assets is impaired. An impairment exists if one or more events that has occurred since the
initial recognition of the asset {an incurred “loss event’), has an impact on the estimated future cash flows of
the financial asset or the pronp of financial assets that can be rellably estimated. Evidence of impairment may
indude indications that the Lurcower or a group of borrowers is experiencing significant financial difficuity,
the probability that they will enter Bankniptey or other financial reorganization, default or delinquency in
interest or principal payments and where observable data indicates that there is measurable decrease in the
estimated future cish lows, such as changes in arrears or economic conditions that correlate with defaults.

Impairment of Finahcial assets carried at amortized cost &

At each reporting date Wasasa shall assess whether there is objective evidence that the financial asset are
impaired for financial asset measured at amortized cost. Wasasa shall recognize loss allowance for the
following financial asset carred at amortized cost such as loan te customer and no impairment loss
recognized on equily instrument,

Measurement of ECL:

ECL is a probability-weighted estimate of eredit losses. 1t shall be measured as follows:

stage 1 — Performing assets: Loss allowance is recognized in the amount of 12-month expected credit loss;
Stage 2 ~ Financial assets with significanily increased credit risk: Loss allowance is recognized in the amount
of lifetime expected credit loss, and

Stage 3 - Credit-impaired financial assets: Loss allowance is recognized in the amount of lifetime expected
credit loss and interest revenus is recognized based on amortized cost.

Wasasa measire its lwlﬁi of financial asset based of expected
1. Financial asw 3 5 due nor impaired{ stage -
due accounts as;'_) ormipg asset dudinterest revenue is consid
f ¥ A > A
’ |

)} model as follows:
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2. Financial asset that are past due bul net impaired( stage 2):Loss allowance is recognized in the amount of

lifetime expected credit loss, and when the credit risk of the certain financial assets significantly increased
and the resulting credit quality is not low risk. Hence at this stage, in addition to assessed future potential
risks that significantly increase impairment Wasasa shall also consider 31 to 90 days past due loans as stage 2
and as this stage interest revenue be recognized on the gross carrying amount
3. Impaired loan( stage 3) : A financial asset shall be considered as credit impaired when one or more events
that determine on future cash flow of the financial asset existed and wasasa considered >90 days past due
loan as impaired Joan and interest revenue is considered on net outstanding amount . The following are
evidenced that a financial asset is impaired

1. Breach of contract such as a default or past due event

2. The restructuring of a loan by Wasasa on terms that Wasasa would not consider otherwise
3. It is becoming probable that the borrower will enter bankruptcy

4. Displacement of clients due to natural and human effects

For financial assets carried at amortlzed cost {sich as loans and receivables), Wasasaa assesses collectively
whether objective evidence of impairment exists for financial assets that are not individually significant, or
collectively for financial assets that are not individually significant. If Wasasa determines that no objective
evidence of impairment exists for an individually assessed financial asset, it includes the asset in a group of
financial assets with similar credit risk characteristics and coliectively assesses them for impairment. Assets
that are individually assessed for impairment and for which an impairment loss is, or continues to be,
recognized are not induded in a collective assessment of impairment.

If there is objective evidence that an impairment foss has been incurred, the amount of the loss is measured as
the difference between the asset's carrving amount and the present value of estimated future cash flows
{excluding future expected credit losses that have not yet been incurred). The carrying amount of the asset is

reduced through the use of an allowance account and the amount of the loss is recognized in income
statement. Interest income continues to be accrited on the reduced carrying amount and | rued using the
rate of interest used to discount the future cash flows for the purpose of measuring the impairment loss. The
interest income is recorded as part of ‘Interest and similar income’. s together with the associated
allowance are written off when there is no realistic prospect of future ery and all collateral has been
realized or has been transferred to Wasasa. If, in a subsequent year, the amotint of the estimated impairment

loss increases or decreases becanse of an event occurring after the impairment was recognized, the previously
recognized impairment loss is increased or reduced by adjusting the allowance account. If a future write—off is
later recovered, the recovery is credited ta the 'loan recovery income . The calculation of the present value of
the estimated future cash flows of a coflateralized financial asset reflects the cash flows that may result from
foreclosure less costs for obtaining and selling the collateral, whether or not foreciosure is probable.

For the purpose of a callective evaluation of impairment, financial assets are gmupccf on the basis of Wasasa’s
internal credit grading system, that considers credit risk characteristics such as asset type, industry,
geographical location, collateral tyvpe, past—duc status and other relevant factors. Future cash flows on a
group of financial assets that are collectively evaluated for impairment are estimated on the basis of historical
loss experience for assets with credit risk charactenistics.

Historical loss experience is adjusted on the basis of current observable data to reflect the effects of current
conditions on which the historical loss experience is based and to remove the effects of conditions in the
historical period that do not exist currently. Estimates of changes in future cash flows reflect, and are
directionally consistent with, change§ in related observable data from year to year (such as changes in
unemployment rates, property prices, commodity prices, payment status, or other factors that are Indicative
of incurred losses and their magnitide). The methodology and assumptions used for estimating fiture cash
Mlows arve reviewed regulariy to redoce any differrnoes between loss estimates and actual loss experience.

Collateral valuation

Wasasa secks to use collateral, where possible, to mitigate its risks on financial assets. The collateral comes in
varicus forms such as House, Movable Properly, Vehicle ,Gronp guarantees and 10-15% of Mandatory Saving
for loan disbursement. The fir value of collateral is generally assessed, at a minimum, at inception and based
on Wasasa teporting sch(étl)leﬁ\_‘r\@gts collateral pledged to loans are registered by respective city
administrative mnmirip«ﬂ'!y. e ~> =c,
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2.5.2

2.5.3

Collateral recovery

In settlement of overdue loan Wasasa has a policy 10 recover its  loan. Before collecting from collateralized
asset Wasasa tried to collect its loan with the help of social pressure or give written warning to the property
owner. If this offer does not work to recover the loan , Wasasa can take such measures for & group loan
mandatory saving amount shall not be withdrawn until the entire loan of the group shall be settled,. 1t should
be adjusted agsinst pending loan receivable balance. For the asset pledge as of guarantee shall be posted on
News paper to invite participants for foreclosure sell on specific date . Up on the appointed date the presence
of local administrative personal, the owner and Wasasa's representative the participants could offer an
auction price that they are planning to buy the asset. Then the selling amount should be determine for
covering all expenses of the procedure , pending settlement of the lean amount and the remaining shall be
refunded to the owner.

Financial liabilities

Initial recognition and measurcment

Al financial liabilities arc recognized initiailly at fair value and, in the case of other financial liabilities, net of
directly atiributable transaction costs. Wasasa's financial labilities include customer’s deposit, Borrowings

and other short term and long term liabilities. Wasasa classify its financial Hability as Amortized cost or
FVTP.

Subsequent measurement

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

Financial liabilities at amortized cost

Financial instruments issued by Wasasa, that are not designated at fair M*em ; or loss but are
classified as financial liabilities at amortized cost, where the substance of the contractual 2 results
in Wasasa having an obligation either to deliver cash or another financial as‘t‘wthe holder, or to satisfy the
obligation other than by the exchanue of a fixed amount of cash or another financial asset.

After initial measurement, financizl liabilities at amortized cost are subsequently measured at amortized cost
using the effective interest rate (EIR). Amortized cost is calculated by taking into account any discount or
premium on the issue and costs that are an integral part of the EIR. Financial liabilities carried at amortized
¢ost comprise of customer deposits, Commercial borrowing, and other,

Derecognition of financial labilities

Financial labilities are derecognized when the contractual rights to receive the cash flows from these
liabilities have ceased to exist or the liability have heen transferred and substantially all the risks and rewards
of ownership of the liabilities are also transferred. Financial liabilities are derecognized when they have been
redeemed or otherwise extinguished.

OFf setting Minancial instruments
Financial assets and liabilities are offset and the net amount reported in the statement of financial position
where Wasasa has a legally enforceable right to offset the recognized amounts, and there is an intention to

settle on a net basis or realize the asset and settie the Hability simultaneonsty.

LSS
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2.6

2.7

Cash and cash equivalents

Cash and cash equivalent comprises cash on hand and on demand depasit with short term highly liquid
financial asset with its original maturity of three month or less from the date of accusation that are subject to
insignificant risk of change in value and arc used by the entity in the management of its short term
obligation. ¢ash and cash equivalent comprises cash at bank, petty cash and revolving cash. Cash and cash at
bank are carried at nominal value, which corresponds to their fair value. For the purposes of the cash flow
statement, cash and cash equivalents include cash on hand and cash at bank. '

Property, plant and Equipment

Property, plant, and equipment(PPE) are tangible items that are held for use in the supply of services, or
administrative purpose are expected to be used during more than one period and shall initially be recognized
at cost if it is probable that future economic benetits associated with the item will flow to the entity and cost of
the item can be reliably measured. Costs incurred in respect of day to day servicing and spare parts are
recognized in profit ansd loss .

Subsequent to Inliial recopnition, items of property, plant, and equipment shall be measured at revaluation
model. Revaluation should be reviewed whenever there is a material change in carrying amount and shall be
conducted every three years. Any gain or loss arises as a result of revaluation shall be treated in the following
way: ) .

a. If the carrying amount (CA) increases: treats as other comprehensive income under the heading
“Revaluation surplus®,

b. If the Carrying amount decreases: treat throngh Profit or Loss for the year the amount in excess of
previously recognized revaluation surplus.

Depreciation is calenlated using the straight-line method to allocate their cost to their resideal values over
their estimated useful lives, as follows:

Asset category Years Residual values l
Buildings 50 1% of cost
fumiture 10 1% of cost d
Equipment 5_15 1% of cost
Motor vehicles 10 =20 1% of cost

Wasasa commences deprecation when the asset is available for use and continue until the asset is
derecognized, and the asset residual valuee or useful life is reviewed at the end of reporting period and also
reviewed impalrment when cver events or changes in circumstances indicate the carrving amount may have
significant change.

Construction-in-progress is not depreciated as these assets are not yet available for use. They are disclosed
when reclassificd during the yeoar.

PPE shall be derccognized or remaved from the statement of financial position on disposal or if no future
cconomic benefits arize. Gain or loss on dispusal is the difference between the proceeds and the carrying
amount and should be recogaized in Profit and Loss.

Intangible assets

An intangible asset is an identifiable non-monitory asset without physical substance and controlled by the
entity and is expected to prove a futire economic benefM for Wasasa, Intangible assets acquired separately
are measured on initial recognition at cost. Following initial recognition, intangible asseots are carried at cost
less any accumulated amortization and accumidated impairment losses, if any.

Wasasa can be measured intangible asset at cost less accumulated amontization using a straight-line method
and shall be recognized in profit and loss, Subsequent expenditures on software shall be capitalized only when
it increases the future econamic benefits of the asset. All other repair and maintenance costs are recognized in
profit and loss during the finanaal period. The useful lives of intangible assets are assessed to he either finite
orindefinite. Intangiblc asses witfrfinite fives are amortized over the
e R T S
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2.11

Non-current assets (or disposal groups) held for sale and discontinued operations

Non-cusrent assets {(or disposal groups) are classified as held for sale if their carrying amount will be
recovered principally through @ sale transaction rather than through continuing use and a sale is considered
highly probable. They are measured at the lower of their carrving amount and fair value less costs to sell,
except for assets such as deferred tax assets, assets arising from employee benefits, financial assets and
investment property that are carried at fair value and contractual rights under insurance contracts, which are
specifically exempt from this requirement.

An impairment loss is recognized for any initial or subsequent write-down of the asset (or disposal group) to
fair value less costs to sell. A galn is recognized for any subsequent increases in fair value less costs to sell of
an asset (or disposal group), but not in excess of any cumulative impairment loss previously recognized. A
gain or loss not previously recognized by the date of the sale of the non-current asset (or disposal group) is
recognized at the date of derccognition.

Non-current assets (including those that are part of a disposal group) are not depreciated or amortized while
they arve classified as held for sale. Interest and other expenses attributable to the liabilities of a disposal
group classified as held for sale continue to be recoanized.

Non-current assets classified as held for sale and the assets of a disposal group classified as held for sale are
presented separately from the other assets in the balanoe sheet. The liabilities of a disposal group dassified as
held for sale are presented separately from other liabilities in the balance sheet. A discontinued operation is a
component of the entity that has been disposed of or is classified as held for sale and that represents a
separate major line of business or geographical area of operations, is part of a single coordinated plan to
dispose of such a Jine of business or area of operations, or is a subsidiary acquired exclusively with a view to
resale. The results of discontinued operations are presented separately in the statement of profit or loss.
Impairment of non-financial assets

Wasasa assesses, at each reporting date, whether there is an indication that an asset may
indication exists, or when annual impairment testing for an asset is required, Wasasa

e impaired. If any

the asset’s

recoverable amount. An asset’s recoverable amount is the higher of an or cask unit’s (OGL)
fair value less costs of disposal and its value in use. Recoverable amount is X individual asset,
uniess the asset does not generate cash inflows that are largely independent of those m other assets or
groups of assets. When the carrving amount of an asset or CGU exceeds its recoverable a , the asset is

considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future eash flows are discounted to their present value vsing a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. In determining fair value less costs of disposal, recent market transactions are taken into account. 1f no
such transactions can be identified. an appropriate valuation model is used.

These calculations are corroborated by valuation multiples, quoted share prices for publicly traded companies
or otheravailable fair value indicators.

Wasasa bases its impairment calculation on detailed budgets and forecast calculations, which are preparved
separately for each of Wasasa's cash generating unit to which the individual assets are allocated. These
budgets and forecast caleulations generally cover a peried of five years. For longer perods, a long-term
growth rate is caleulated and applied to project future eash flows after the fifth year.

For assets excluding geadwill, an assessment is made at each reporting date to determine whether there is an
indication that previously recognized impairment losses no longer exist or have decreased. If such indication
exists, Wasasa estimates the asset’s or CGU's recoverable amount.

A previously recognized impairment loss is reversed only if there has been a change in the assumptions used
to determine the asset's recoverable amount since the last impairment loss was recognized. The reversal is
limited so that the carrying amount of the assct does not exceed #s recoverable amount, nor exceed the
carrying amount that would have been determined, net of depreciation, bad no impairment loss been
recognized for the asset in prior years. Such reversal is recognized in the income statement.

Other assets
OCther assets are generally defiped :\@‘-;‘l-ﬁh@eidagainst other entities for the future
assets in Wasasa's financial statemients ingl e following;
'_t" .\, .. '
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2.13

(a)

(b)

Prepayment
Prepayments: are pavments made in advance for service to be benefited in the future. The amount is initially
recognized as an asset and subsequently amortized over the service period to an expense account.

Other receivables

Other receivables: refers to money due from third parties both within the institution and outside the
institution are and recognized upon the occurrence of event or transaction as they arise and cancelled when
payment is received. Wasasa's other receivables includes advance to staff (for travel, work, purchase, staff
advance which is settled with one year and other.

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 partivipants at the measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or transfer the liability takes place either:

= In the principal market for the asset or liability, or

« Inthe abzence of a principzl market, in the most advantageous market for the asset or liability.

The principal or the maost advantageous market must be accessible to Wasasa.

The fair value of an asset or o Habillty is measored using the assumptions that market participants would use
when pricing the assct or liability, assuming that market participants act in their ¢conomic best interest
Wasasa uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available 1o measure fair value, maximizing the use of relevant observable inputs and minimizing the use of
unobservable inputs.

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

Level 1 — Quated (unadjusted? market prices in active markets for identical assets or liabilities.

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

tevel 3 — Valeation techniques for which the lowest level input that is to the fair value
measurement is uncbsenvable,

For assets and lizhilities that are recognized in the financial stat
determines whether transfers have occurred between Levels in the hi
{based on the lowest level input that is significant to the fair value
cach reporting period. Wasasa's management determines the policies and
value measurement, sich ag available-for-sale financial assets.

Employee benefits

Employee benefits are all forms of consideration given by Wasasa in exchange for selvlu rendered by all
employees or for the termmnation of employment .Wasasa operated  Short term employvee benefit, post-
cmployment benefit, termination benefit, and other long term benefits.

for both recurring fair

Short tem employee benefit

Wasasa operates short term benefit that is expected Lo De settlied wholly within 12 months after the end of the
period in which the employec renders the related service. Wasasa has a short term benefit such as salary,
wage and other that shalil be paid on service delivery. Other short term benefits like insurance (GPA and life)
are contractually transferred to the managing insurance company upon payment of annual premiom,

Post employment . .
Defined contrmbution plan

Wasasa operates defined contribution plans; Pension scheme in line with the provisions of Ethiopian
pension of private crganization employees procamation 715/2011. Funding under the scheme is 7% and 1%
by employees and wasasa respectively based on the emplayvees’ salary. Employer’s contributions to this
scheme are charged Lo profit or loss and other comprehensive income in the period in which they relate.,

Defined benefit plan
Wasasa recognize an acerned liability for termination benefits called severance pavment in accordance with
Ethiopzan Jabor Law that will be paid when an employee resigns. Wasasa is legally obliged to pay severance
for those employees wha served the entity for more than five years.
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Termination benefils

Termination Benefit: it is an employee benefit provided in exchange for the termination of an employee’s
employment as @ result of an eatity’s decision to terminate an employee before the normal retirement date,
Among all employees benefits mentioned above, Wasasa should recognize an accrued liability for termination
benefits called severance payment and unpaid leave balance. Further, it is legally obliged to pay unused leave
balance for the maximum of two years (unused leaves balance above two years shall be expired.

bonus plans

Wasasa recognizes a liability and an expense for bonuses and incentive and recognized as an expense on
payment or accreed based on realized performance report that shall be paid shortly.

Provisions

Provision ks a lability of uncertain timing or amount of a future expenditure that is different from the
provision for doubtful debt.

Contingent liability is a possible obligation that arises from past events and its existence will be confirmed
only by cecurrence or non-occurrence of one or more uncertain future events not wholly within the control of
the entity. It must be disclosed in the notes if they are probable.

Legal obligation is an obligation that could be contractual, arise due to legislation, and a result from other
operating of law. A constructive obligation is an obligation that results from an entity’s action Wasasa should
disclose provisions, contingent liabilities and contingent assets in the notes to enable users to understand
their nature, timing and amaount and the entity's hold that will be settled within 12 months after the reporting
period.

Leases
The determination of whether an arrangement is a lease, or contains a lease, is based on *ﬂnnm of the

arrangemcent and requires an assessment of whether the fulfilment of the arrangement
use of a specific asset or assets or whether the arrangement conveys a right 1o use the asset.

Finance lease: Leases of assets where the entity has transferred su E
ownership are classiffed as finance leases. Initially finance lease should be as an asset and lability

at the lower of the fair value of the assct. Lease assets should be depreciated over the life of the asset or over
the shorter of the lease term. | ’

Operating lease: Leases in which a significant portion of the risks and rewards of ownership are retained by
another party, the lessor, are classified as operating leases. Payments, including pre-payments, made under
operating leases are charged to profit or loss.,

IFRS 16_leascs was issucd in January 2016 (Effective @ January 2019) . It sets out the principles for the
recognition, measurement, presentation and disclosure of leases. The objective is to ensure that lessees and
lessors provide relevant information in a manner that faithfully represents those transactions. The standard
intreduces a single lessee accounting model and reguires a lessee to recognise assets and liabilities for all
leases with a term of more than 12 months, unless the underlying asset is of low value. A lessee is required to
recognise 3 right-of-use asset representing its right to use the nnderlying leased asset and a leasze liability
representing its obligation 1o make lease payvments.

Wasasa has irfitially adopted IFRS 16 from 1.July 2019. The standard climinates the dassification of leases as
either operating leases or finance leases under 1AS 17 and introduces a single lease accounting model that
requires lessees to recognize assets and corresponding liabilities. Due to the transition method chosen by
Wasasa in applying IFRS 16, comparative information throughout these financial statements has not
generally been restated to reflect its requirements.

1t also elected to apply the practical expedient that allows entities to rely on its assessment of whether leases
were oncrous by applying 1AS 37 Provisions, Contingent Liabilities and Contingent Assets immediately before
the date of initial application as an alternative o performing an impairment review. The effect of initially
applyving [FRS 16 is mainly attribated 1oz

__ An increase in non-current assets as obligations to make future payments under ieases previowusly
dassified as an operating lease were recognized on the balance sheet, along with the corresponding assct:
right-of-use asset. -~ — N <~

_ Expenditure on operation’has decreased and finance cost have i
been repiaced by depreciation and [nterest expense on lease liabilitig
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2.16

2.7

The adoption of 1IFRS 16 requires Wasasa to make a number of assumptions, estimations and judgments that
includes:

__lease liabilities were determined based on the value of the remaining lease payments, discounted by an
approprate incremental borrowing rate.

__term of each arrengment was based on the original lease term.

_ The discount rate used to determine lease liabilities was Wasasa's incremental borrowing rate. It was
calculated based on observable inputs.

At the commencement date, Wasasa recognized:

_ all leases as right right-of-use-asset at cost. Cost of right-of-use asset incdudes the amount of fease liability,
lease payments made at or before the commencement date (less any lease incentives received), any initial
direct costs incurred and an estimate of costs to be incurred by Wasasa in dismantling and removing the
underlying asset, restoring the site on which it is located or restoring the underlying asset to the condition
required by the terms and conditions of the lease, untess those costs are incurred o produce inventories.

_a lease liability at the present value of the lease payments that are not paid at that date. Present value of
lease pavments will be determined by discounting future lease payments at the interest rate implicit in the
lease arrangement, if it is readily determined or at Wasasa's incremental borrowing rate.

After the commencement date, Wasasa masures:

_ right-of-use assets using cost medel, i.e. cost at initial recognition less accumulated Amortization (in line
with IAS 16: Property, plant and Equipment} and accumulated impairment losses (in line with IAS 36:
Impairment of Asscts),

_ lease lability by increasing its carmying amount te reflect interest on the lease Hability and by reducing its
carrving amount to reflect lease payvments made.

Wasasa as a lessor

Leases where Wasasa does not transfer substantially all of the risk and benefits of ownership of the asset are
classified as operating leases. Rental income is recorded as carmed based on the contractual terms of the lease
in Other operating income. Initial direct costs incurred in negotiating operating leasesjare added to the
carrying amount of the leased asset and recognized over the lease term on Fm : 2 income.

Contingent rents are recognized as revenue in the period in which they are

Investment property { .

Investment property is land or a building or part of a building or both held by Wasasa or by the lessee under
a finance lease to earn rentals or for capital appreciation or both. Wasasa's investment property is a building
that is leased to a third pany and others. Investment property is initially measured at cost unless it is
transferred from another category in the statement of financial position. The cost includes the purchase price
and any directly attributable expenditure like legal fees or professional fees, property taxes and others.
Subsequent to initial recognition, Wasasa measures investment property using a fair value method. No
depreciation is calenlated for investment properties but gains or losses arising from changes in the fair value
of investment property must be included in the profit or loss account for the period in which it arises and
income earned from investment property is recognized as other non-operating income.

De-recognition of investment property

An investment property shall be derecognized or climinated from the statement of financial positien on
disposal or when the investment property is permanently withdrawn from use and no future economic
benefits are expected frem its dizposal. Gains or losses ariging from the retirement or disposal of investment
property shall be determined as the difference between the net disposal proceeds and the carrying amount of
the asset and shall be recognized in profit or loss.

Imventory

Wasasa's inventory deals with materials or supplies to be consumed;used in the process of rendering services.
Inventories are recegnized from the date that the entity takes the risk and reward of ownership of the
inventory and shall be measured at lower of cost and net realizable value. The cost of inventory comprises all
the cost of purchase, and costs incirred in bringing the inventories to the present location and condition. The
cast of inventory should be assigned basedt an first-in, first-out (FIFO) method of measurement. The
followings are the major inventors of \Wasasa; printing material, Office supplies, Sparc parts and others.
Expense is recognized upon the utilization of the inventory. When an adjustment is required to the quantity
of the inventorny or obm_l‘eiség{n'cg in_wse, there should be 2 plus or minus recognition to the period expense
account. / h_*-’ NS
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Significant accounting judgements, estimates and assumptions

The preparation of financial statements requires the use of accounting estimates, which, by definition, will
seldom equal the actual results. Estimates and judgements are continually evaluated and are based on
historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. The preparation of Wasasa's financial statements requires management
to make judgements, estimates and assumptions that affect the reported amount of revenues, expenses,
assets and labilities, and the accompanying disclosures, as well as the disclosure of contingent labilities
Uncertainty aboit these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of assets or liabilities affected in future periods.

Other disclosures relating to Wasasa's exposure to risks and uncertainties indudes:

« Capltal management Note 3.6

« Financial risk management and policies Note 4.1

« Sensitivity analvses disclosures Note 4.5.2

Judgements

1n the process of applyving Wasasa's accounting policies, management has made the following judgements,
which have the maost significant effect on the amounts recognized in the financial statements:  »

Estimates and assumptions .

The Key assumptions concerning the future and other key sources of estimation at the reporting date, that
have a significant risk of cansing a material adjustment to the carrving amounts of assets and lhbilltles within
the next financial vear, are desceibed below. Wasasa based its assumpnols and
available when the financial statements were prepared. Existing circumsta and a
developments, however, may change due 1o marcket changes or circumsta bcyvudth.
Such changes are reflected in the assumptions when they oceur. i

S ﬂ! parameters
" _about future
of Wasasa .

Impairment losses on loans and advances

Wasasa reviews its loan portfolios for impairment on an on-going basis. Wasasa first assesses whether
objective evidence of impairment exists collectively for financial assets that are not individually significant.
Impairment provisiens are alzo recognized for losses not specifically identified but which, experience and
observable data indicate, are present in the portfolio at the date of assessment. Management uses estimates
based on historical loss experience for assets with credit risk characteristics and objective evidence of
impairment similar to those in the portfolio, when scheduling its future cash flows. The methodology and
assumptions used for estimating both the amount and timing of future cash flows are reviewed regularly to
reduce any differences between loss estimates and actual loss experience.

The use of historical loss experience is supplemented with significant management judgment to assess
whether current economic and credit conditions are such that the actual level of inherent losses is likely o
differ from that suggested by historical experience. In normal circumstances, historical experience provides
objective and relevant information from which to assess inherent loss within each portfolio. In other
circumstances, historical loss experience provides less refevant information about the inherent loss in a given
portfolio at the balance sheet date, for example, where there have been changes in economic conditions such
that the most recent trends in risk factors are not fully reflected in the historical information. In these
circumstances, such risk factors are taken into account when calenlating the appropriate levels of impairment
allowances, by adinsting the impairment loss derived solely from historical loss experience. The detailed
methodologies, areas of estimation and judgement applied in the calculation of Wasasa impairment charge
on financial assets are set ot “the Financial sk management section.




Revaluation of property, plunt and equipment

Wasasa measure its property plant and equipment initially at cost and subsequently at revaluation model.
The valuation have been conducted by an in house valuators and external who have attended practical
valuation training organized by Addis Ababa University and have long service year experience with the
company. The valuators have the ability and experience to accomplish the valuation assignment in
compliance with International Valuation Standard(IVS). The goal in selecting valuation approaches and
methods for an asset is to find the most appropriate method under the particular cifcumstances. The
selection should consider term and purpose of the valuation, strength and weakness of pessible valuation
approach, appropriasteness of each method in view of the nature of the asset and the availability of reliable
information.

Depending on the nature of the valuation approach the valuators prefer the cost approach of valuation,
replacement/repreduction cost methed, could be considered. The cost approach is used to estimate the value
of property based on the current cost of the asset minus physical deterioration and all other form of
obsolescence (functional and economic) of the asset are considered. After such adjustments the asset can be
referved as depreciated replacement cost (DRC).

The valuators carried out physical inspection and verification of all none current assets in accordance with
VS and is supported with document. Professional judgment is complimented at the required asset with full
inquiry, computation and analysis to ensure that the valuation is properly supported, With thorough
discussion among evaluators, the mew replacement cost is redoced by the Impact of deterioration and
obsolescence attributed to the property at the valuation date. In determining depreciable replacement cost
(DRC), the gross replacement cost new, condition factors (Salvage value, effective age and remaining live)
were computed.

Deterioration of the asscl was determined by physical observation of similar assets that m.gxpcncnccd 1o
compare with new asses and the valuators could see for elements of wear and tu.rofth: sset, discussed on
issues observed, enqguire for maintenance history, discitss technical issues : ble p

determine age of the assct (total useful live, effective age and remaining 1
Further in setting a cost of the item, preform invoices were identified from
costs were considesed from internal document, local administrative offices inn uquested jor price formaily
and techniczal personnel knowledge was solicited. Finally, depreciated mm cost/ fair value is
determined after deducting deprecation from the total costs arrived.

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount,
which is the higher of its fair value less costs of disposal and its value in use. The fair value less costs of
dispasal calculation is based on available data from binding sales transactions, conducted at arm's length, for
similar assets or observable market prices less incremental costs for disposing of the asset. The value in use
calculation is based on a DCF modcel. The cash flows are derived from the budget for the next five years and do
not indlude restructuring activities that Wasasa is not yet committed to or significant future investments that
will enhance the asset’s performance of the CGU being tested. The recoverable amount is sensitive to the
discount rate vsed for the discounted cash flow madel as well as the expected future cash-inflows and the
growth rate gsed for extrapolation purposes.
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In assessing whether there is any indication that an asset may be impaired, Wasasa considers the following
Indications:

(i) External information

~there are observable indications that the asset’s value has declined during the period significantly more than
would be expected as a result of the passage of time or normal use,

=significant changes with an adverse effect on Wasasa have taken place daring the period, or will take place in
the near future, in the technological, market, economic or legal environment in which Wasasa operates or in
the market to which an asset is dedicated.

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

{ii) Internal information

sevidence is available of cbeolescence or physical damage of an asset.

«significant changes with an adverse effect on Wasasa have taken place during the period, or are expected to
take place in the near future, in the extent to which, or manner in which, an asset is used or is expected to be
used. These changes include the asset becoming idle, plans to discontinue or restructure the operation o
which an asset belongs. plans to dispose of an asset hefore the previously expected date, and reassessing the
useful life of an asset as finite rather than indefinite.

=evidence is available from internal reporting that indicates that the economic performance of an asset is, or
will be, worse than expected.




J.1.1

F.1.2

3.1.3

Financial risk management

Introduction

Risk management iz a continual process of systematically identifving, measuring, monftoring and
managing risks in the organization that is one of the basic and crucial processes for Wasasa to minimize
threats to the financial possibility. It is a day to day activity that the entity exposed to spectrum of risks;
such as credit risk( the most) , Liquidity risk, interest rate risk and operational risk . The core functions
of Wasasa risk management are to identify all key risks that are expased, measure these risks, manage
the risk pesitions and determine capital allocations to each operating function to minimize the adverse
effect of financial performance of Wasasa. Wasasa regularly reviews its risk management policies and
systems 1o reflect changes in markets and products to achieve an appropriate balance between risk and
return and minimize potential adverse efiects on its financial performance

Risk management structure

The Board of Directors has overall responsibility for the establishment and oversight of Wasasa's risk
management framework. The Board has established the Loan Review and Risk sub-Committee, which
are responsible for develeping and monitoring Wasasa's risk management policies.

Wasasa's risk managzement policies are established te identify and analyze the risks faced by Wasasa | to
set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management
policies and systems are reviewed regulady to reflect changes in the regulation, market conditions,
products and services offered. Wasasa | through its training and procedures and policies for management,
aims to develop a constructive control environment, in which all employees understand their roles and
obligations.

Wasasa's Board of Directors is responsible for monitoring compliance with Wasasa's risk management
policies and procedures. and for reviewing the adequacy of the risk management framework in refation to
the risks faced by Wasasa . Wasasa's Board of Directors is assisted in these functions by ﬂh Risk and
Compliance unit. The Risk and Compliance Unit undertakes both regular and ad-hoc of risk

management contrels and procedures, the results of which are reported to the Risk sub

Risk measurement and reporting systems
Wasasa's risks are measured using a method that reflects both the expect es likely to aris
circumstances and unexpected losses, which are an estimate of the ul actual based on
statistical models, The models make use of probabilities derived from hi cal experience, adjusted to
reflect the econamic environment. Wasasa also mins worst-case scenarios that would arhs in the event
that extreme events which are unlikely to ocour do, in fact, occur.

Monitoring and controlling risks is peimarily performed based on limits established by Wasasa. These
limits reflect the business strategy and market environment of Wasasa as well as the level of risk that
Wasasa is willing to aceept, with additional emphasis on selected regions. In addition, Wasasa's policy is
to measure and monitor the overall rsk beaning capacity in relation to the aggregate risk exposure across
all risk types and activities.

Risk mitigation

Risk controls and mitigates, identified and approved for Wasasa, are documented for existing and new
processes and systems. The adequacy of these miligation is tested on a periodic basis through
admmls;rauon of control self-assessment questionnaires, using an operational risk management tool
which requires risk owners ta confirm the effectiveness of established controls. These are subsequently
audited as part of the review process,

Financial instruments by category

Wasasa's financial assets are classified into the following measurement categories: available-for-sate and

loans and receivables measured at amortized cost  and the financial liabilities are classified at amortized

cost and other payable. Financial instruments are classified in the statement of financial position in

apecordance with theirlegal form and substance.
A o
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4.3.1

(a)

)

Wasasa classification of its linancial assets is summarized in the table below:

Notes FVTPL FVOCT Amortized cost Total
30 June 2021 Birr Birr Birr Birr
Cash and balances with ba: 12 - - 88,990,407 88,000,407
Loans and receivables 13 - - 782,237,097 782,237,097
Equity investment { Share 14 1,303,856 1,303,856
Other assets 16 - - 10.605.864 10,605 864
Total financial assets - 1 23.367 892.227.223

Notes FVTPL FVOCT Amortized cost Total
30 June 2020 Birr Birr Birr Birr
Cash and balances with ba 12 - - 99,185,217 Qy,385,217
Loans and receivables 13 - - 686.655.198 686,655.198
Equity investment ( Share 21 1,069,000 1,069,000
Cther assets 16 - 14.524 043 14523044
Total financial asscts - 069.000 800,364,460  801,433.3460

Credit risk

Credit risk :is the prohability that a counterparty of Wasasa will not meet its obligations in accordance with
agreed terms and conditions which may tead to financial loss. Wasasa is exposed to credit risk mainly for loan
and advance provided to customers and it is the major risk of the organization.

Credit risk is managed throngh periodic analysis of the ability of borrower to determine the capacity to meet
its principal and intérest and it is also mitigated by obtaining collateral. Wasass structured the level of credit risk

by placing risk accepted in relation to one borrower or a group of berrowers and terms of the financial
instrument,

The National Bank of Ethiopia issued drictive NO.MFI/28/2016 to set a credit limit that the total loans
extended to any single borrower and a group borrower on the basks of group grantee sh l*cxceod 1% and
4% of the capital of microfinance respectvely.

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

Management of credit risk

In measuring credit risk of loans and receivables to various counterparties, Wasasa 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 ebligations-value of collateral and other ways out. Our credit exposure comprises loans and receivables
which are developed to reflect the needs of our customers, Wasasas's policy is to lend principally on the basis of
our customer’s repayment capacity through quantitative and qualitative evaluation. However we ensure that our
loans are backed by collateral to reflect the risk of the obligoss and the nature of the facility.

In the estimation of credit risk, Wasasa Microfinance considered  the following parameters:

Probability of Ixefault

This is the probability that an obligor or counterparty will default over a given pertod, usually one year. This can
be calenlated on portfolio by pertfolio basis or collectively depending on availability of historical data.

Loss Given Default(L.GD)
Loss Given Default is defined as the portion of the loan determined to be irrecoverable at the time of foan default
{1 — recovery rate). Our methods for estimating LOD includes both quantitative and qualitative factors.
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a)

(b}

Exposure at Default
This represents the amount that is outstanding at the point of default. Its estimation indudes the drawn
amount and expected utilisation of the undrawn commitment at default.

Impairment assessment

Wasasa assesses its impairment for the purpose of IFRS reporting using a ‘three-stage’ model for
impairment based on changes in credit quality since initial recognition as followes :

L A financial instrument that is not credit-impaired on initial recognition is classified in “Stage 1" and has
its credit risk continuousty monitored by Wasasa

2. A finandial instrumnet that the cridt risk significantly increased transfered to stage 2 but not deemed
to credit imapired

3. A fanancial instrument is credit-impalred moved to "Stage 3.

When determining whether the risk of default on a financial instrument has increased significantly since
Inftial recognition, Wasasa considers reazonable and supportable information that is relevant and
available without nndue cost or effort. This includes both quantitative and qualitative information and
analysis, based on Wasasa's historical experience and expected credit risk assessment and including
fomnrd-!ooking information. Wasasa considers a financial instrument to have experienced a significant
increase in credit risk when one or more of the following quantitative, qualitative criteria have been
met.The guantitative criteria is based on either absolute or relative changes in credit quality. In both
cases, Wasasa s expected to specifly the percentage change, for either 12-month or lifetime PDs in
comparison to the corresponding 12-month or lifetime PDs as calculated at origination, respectively, that
would indicate a significant increase In eredit risk since origination.

. .
Wasasa Classify transition from Stage 1 Lo Stage 2, and stage 3 as follows:
Stage day past due
stage 1 0-30
Stage 2 31 690
Satge 3 GO+

\

|

Individoal assessment v !

Wasasa reviewed and revised existing impairment triggers for each lcan asset portfolio to gnsure that a
trigger identifies a loss event as eady as possible, which would result in the earliest possible recognition of
losses within the IFRS framework. Wasasa then estimated the impairment based on the shortfall between
the present value of estimated future cash flows and the asset carrying amount. Since the loan data is big,
Wasasa shall perform indivdual assessemt of protifloc account and catagorize coliectively for futrher
analysis.

Collective assessment

Loans and receivables that are not specifically impaired are assessed under collective impairment. For the
purpese of collective impairment, financal assets are grouped on the basis of similar credit risk
characteristics that are indicative of the debtors’ ability to pay all amounts due according to contractual
terms.

Wasasa generally bases its analyses on historical experience. The collective assessment takes account of
data from the loan portfolio (such as historical losses on the portfolio, levels of arrears, credit utilisation,
loan to coilateral ratios and expected receipls and recoveries once impaired} or economic data (such as
current economic conditions, unemplovment levels and local or industry—specific problems). The
approximme delay hetween the time a loss is likely to have been incurred and the time it will be identified
as requinng an indiv niu.:lly assessed impaicment allowance is alse taken into consideration. The
impairment allowance is r\*nenod by credit management te ensure alignment with the Wasasa's overall
policy.




4.3-3

3.3.4
(a)

b)

Credit related commitments risks

Since Wasasa could not issue any promisory doumnet to third party don’t have any credit reiated commitements
risk

Maximum exposure Lo credil risk
Tyvpes of credit

Wasasa's maximum expesure 1o eredit risk at 30 June 207

30 June 2021 30 June 2020

Bir Birr

Cash and balances with banks 88,990,407 99,185,217
Loans and receivables 782,237,097 686,655,198
Equity investmoent ( share) 1,303,856 1,066,000
Other assets 19,605,864 14.524,044

Total maximum exposure
Collateral Value of the loans l

Details of financial and non-financial assets obtained by Wasasa during the year by
collaterals held as security against loans and receivables at the year end are shown below.

~_So1

SO

ng possession of

30 June 2021 30 June 2020
Birr Birr
Individual Ioan_ collatrelized value 887.205.411 926,980,507
'hilil:\dator_v saving( group loan covered 15% of the 94,771,648 70,361,010
Total Collateral Value 981,977,059 997.341.517
Collateral amount of Asset by
nroduact
Indivdual loan = ) 529,482,439 629,371,507
WEDF loan oS A S 226,363,972 238,330,000
S P .
Staff loan 2/ 4 41,859.000 45,479,000
SME loan . f 43,800,000 13,800,000
‘ Fin 55,700,000
Restruactured loan ) S
Total collateral Value for individual loan F I NS 7205411 926,980,507
Group loan collateral value 94.,771.648 20,361,010
1,977.059 997, 331,51

the form of residential and commercial house,



(<)
)

(i)

(a)

Loans and receivables at amortised cost
Gross loans and receivables (o customers per sector is analyvsed as follows:

30 June 2021

30 June 2020

Birr Birr
Large group 382,327,208 353.578,639
RSF loan 116,709,611 107,164,433
Value chain 1,417.320 2,634.920
Agricuture 29,357,985 21.574,421
Energy 3,118,453 1,584,021
Staff Loan 24,188,180 21,173,381
Individual 236,662,032 189,719,321
Other 3,073.702 7.229 870
Total —226,855:482 ___703:450,008

Gross leans and receivables wo customers per Nationa! BEaak of Ethiopia's impairment guidelines is analyzed as

follows:
30 June 2021 30 June 2020
Birr Birr
L iensie ] 745.360,614 641,788 601
Substandard {91-180 past due 8531737 22,050,592
Doubtful( 181-360 Past due 7,051,460 10.825.057
Lass{ More than 360 past due 8,360,165 7.369,710

Interest receivable

Less impairment

The above table represents a credit risk exposure of Wasasa as at the reporting dates without taking in to account
any collateral held or other credit enhancements attached. The exposures are based on net carrying amounts as
reported in the statement of financial position. Management is confident in its ability to continue to control and

effectively manage the credit risk exposure in Wasasa's ioan and advances portfolio.

Credit guality analysis
Credit gquality of loans and receivables

Neither past
= due nor Past due bat not Individually
e Ao impaired impaired impaired
\\ 2 —’_:_‘_ -4 Stage -1 Stage-2 stage-3 Total
30 June 2021 2 Yo' T Birr Bire Birr Birr
_— "' “l |
Large group LS| , | 381,857,423 259.425 210451 382,327,208.00
RSF loan =\ SFEED 116,457,904 55.045 196,662 116,704,611.10
Value chain 1,413,865 - 3.454 1,417,319.89
Energy | 3.116,509 - 1.859 2,118,453.09
Agricultural loan 297326504 6.479 25,002 29,357,985.29
Staff Loan 24.160,232 - 27,948 24.188,180.26
Individual 223 477.800 5.223,793 7.961,339 236.662,032.28
3,045,150 4,827 23,72 3.073.702a7
782855473 5.549,569 8,450,440 T96.855.482
(12.831.456) { Ay 61 618
5.223.793 Z:989,287 782.237.0907
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(b)

Allowance for impairment

Collective impairment

Total allowance for impairment

30 June 2020

Large group
RSF loan

Value chain
Energy
Agricultural lean
Staff Loan
individual

Other

Cross
Less: lmpairment

Net

Credit concentration

30 June 2021 30 June 2020
Birr Birr
(14,618 385) (17.803.809)
18 17.80
Neither past
due nor Past due but not Individually
impaired impaired impaired
Siage -3 Stage-2 stage-3 Total
Birr Birr Birr Birr
320,897,529 14,820,411 17,860,609 353.578,639
103380432 1,738,993 2,045,008 107,164.433
1,503,583 361,714 2,634,920
1,103.018 200,047 280,056 1.584.021
19,788,109 511,707 1,074,605 21.374.421
21,3173.381 - == 21,173.381
147,970,365 24,768,757 16,680,399 18g,719.321
4.301.562 1.603.339 1.234.969 7.220.870
620,208,681 44.004,968 40,245,359 704.459.008
145,732.343) (920,549) (1.150,918) (17,803,809)

=
603.376.338 43,083,319 r’m.d&q 686,655,198

Wasasa monitors concenteations of eredit risk by social sector. An analysis of concentrations of credit risk at

30 June 2021, Wasasa concentrates all its financial assets in Ethiopia, Oromia regionzl state and Addis Ababa .

30 June 2021

Cash and balances with banks
Loans and receivables

Other assets

30 JJune 2020

Cash and balances with banks

S o ",.e =
\(a a Apradh o
Ve >
glpc_g_n.).

Public
Enterprise  Cooperative Private
Birr Rirr Birr
58,866,435 - 30,043,315
- - 782,237,097
= = 10.695.864
58.866,435 - 831,976.276
Public
Enterprise Cooperative Private
Birr Birr Birr
67.314,943 - 31,805,295
- - HRAG55198.3
= - 14.524.049
67,314,943 = 732,084,538

.




4-3.7

4.3.8

Nature of security in respect of loans and receivables

Secured Group Cash Equitable Shares Others

against Fixed guarantees Mortgage

asset and

salary
30 June 2021 Birr Birr Birr Birr Birr
Large group 70,733,715 = > =
RSF loan 18,839,160 - - -
Value chain 273,671 - - -
Agriloan 3,225.560
Energy 699,542 - - -
Staff Loan 41,850,000 = - -
Individual 845340411 - - -
Total SE7.205.511 ©.3.771.648 - - -

Secured Group Cash Shares Others
against Fixed guarantees Mortgage
30 June 2020 “Rire Birr Birr Birr Birr
Large group 51,616,567 - = =
RSF loan - 15,144,681 - - -
Value chain 360,033 - > -
Encrgy - 3,019,345 - - ~ -
Stafl Loan 45479000 220,384 - E -
Individual 881,501,507 - t -
Other 3 L -
; .

Total 926,080,507 TO.261.010 - - =

Collateral held and their financial effect

The general creditworthiness of a customer tends to be the most relevant indicator of credit quality of a lean
extended to it. However, collateral provides additional security and Wasasa generally requests that borrowers
provide it. Staff loans are secured ta the extent of the employee’s continued employment in Wasasa.

Wasasa may take collateral in the form of House Veheicle , Cash and group guarantees. In addition Wasasa focus
on creditworthiness, it aligns with its eredit policy guide to periodically update the validation of collaterals held
against afl loans to customers. For indivudal loan (hat Wasasa provide for its customer , the collaterial amount is
much higher than the loan provided.

For impaired loans, Wasasa obtains appraisals of collateral because the fair value of the collateral is an input to the
impairment measurement. The valuation technique adopted for properties is in line with Wasasa's valuation
manual and the revalued amount is similar to fair values of properties with similar size and location.

Liquidity risk

Liquidity risk is the risk that Wasasa cannot meet its maturing obligations when they become duse, at reasonable cost
and in a timely manner. Liquidity risk arises because of the possibility that Wasasa might be unable to meet its
payment obligations when Usey Tall die as a result of mismatches in Ui timing of ihe cash Nows under both normal
and stress circumstances. Such scenarios could occur when funding needed for illiquid assct positions is not available
to Wasasa on acceptable terms,

Liquidity risk management -is, s('ﬂeL'v)Yle!ermined by A
responsibility for liquidity risk: The mdiny objective o3
liquidity in order to ensyxe that we meet ourmatury
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Management of liguidity risk

Cash flow forecasting is perfermed by Lhe finance department. The finance department monitors rolling forecasts of
liquidity requirements to ensure it has sufficient cash to meet operational needs, monetering statment of financial
postion liquidty ratio aginst internal and regulatory regirements and mangeement of future cash flow .

Wasasa has Incurred indebtedness in the form of borrowings. Wasasa evaluates its ability to meet its obligations on
an ongoing basis, Based on these evaluations, Wasasa plan strategies to manage its liquidity risk.

Prudent liquidity risk management implies that sufficient cash is maintained and that suﬁ'\cient funding is available

to meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or
risk damage to Wasasa's reputation.

Maturity analysis of financial liabilities

The table below analyvses Wasasa's financial liabilities into relevant maturity groupings based on the remaining
period at the statement of financial position date to the contractual maturity date. The cash flows presented are the
undiscounted amounts 1o be settled in future.

© - 30 days 31- 90 days 91 -180 days 181 -365days Over:year
i Birr

30 June 2021 Birr Birr Birr Birr
Deposits from customers a33,736,907 21,249,392
Commercal Borrowings 64,569,156 57,751,969 200,826,638
Severance pay
Other liabillthes 373,375,612 4
Total financial 131.681.675 - 79.00;,3#. l L 200.826.638

I
o - 30 days 31 -90 days ©91-180 days 181-365days Overi1year

30 June 2020 Birr Birr Birr Birr Birr
Deposits from customers 285,173,260 19,967,478
Commercal Borrowings 45.323,190 - 44.249,154 122,740,862 112 810,569
Severance pay
Other liabilities 12 455924
Total financial 342.052.373 - 64,216,632 122 730,862 112,810,569
Market risk

Market risk is defined as the risk of loss risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market risk facters such as interest rates, foreign exchange rates, equity prices, credit
spreads and their volatilities. Market risk can arise in conjunction with trading and non-trading activities of a
financial institutions. Wasasa docs not ordinarily engage in trading activities as there are no active markets in
Ethiopia.

Management of market risk

Market risk is the risk that changes in markel prices, which indude currency exchange rates and interest rates, that

will affect the fair valpe or futere cash flows of a financial instrument. Market risk arises from open positions in
interest rates and foreign currencies, both of which are exposed to general and specific market movements and
changes in the level of volatility, The main objective of Market Risk Management is to manage and control market




3.5.2 Interestrate risk

Interest rate risk is the risk that the value of a financal instrument will be affected by changes in market
interest rates. Borrowings obtained at variable rates give rise to interest rate risk. When it is observed from
the trend interest mte on diposit and loan is not frequently changed, the Mangementof Wasasa
considered the interest rate risk is minimal.

The table below sets out information on the exposures 10 fixed and variable interest instruments.

Non-interest
30 June 2021 Fixed Floating bearing Total
Birr Birr Birr Birr
Assets
Cash and balances with banks 10,801,807 78,017,942 88,909,750
Loans and receivables 782,237,097 - 782.237.C97
Tots) - ~a2.128 g0a 2. 017042 871.146.8a~
Liabilities
Deposits from customers 374.986,299 374,986,299
Other liabilities - -
- Borrowihg 323.459.270 = - 223.450.270
Total = 698.445.570 s 698.345.570
. .
Non-interest
30 June 2020 Fixed Floating bearing Total
Birr Birr
Assets
Cash and balances with banks 44,724,057 -
Loans and reccivables 686,655,198
Total —ZBL.379.255 ~
Liabilities

Deposits from customers
Other liabilities

305140738

Borrowing 325.123.775 =
Total 630.263.513 -
4.6 Capital management

Wasasa's objectives when managing capital are lo comply with the capital requirements set by the National

Bank of Ethiopia, safeguard its ability to continue as a going concern, and to maintain a strong capital base
50 as to maintain investor, creditor and market confidence and to sustain future developmen %

business.

4.6.1 Capital adequacy ratio

Accurding to the Licensing & Supervision of Microfinance Business Direclive No MFI/Ag
National Bank of Ethiopia, Wasasa has to maintain capital 1o risk weighted assets ratio

times.

Capital indiudes capital contsibuticn, retained ennings, legal reserve and Donate:
ey PN

-—

N
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4.7.2

30 June 2025 30 June 2020

Birr Birr
Capital
Capita! contribution 10,000,000 7,000,000
Donated capital 43.585.415 40,461,914
Retained earnings 180,426,055 156,236,352
Legal reserve 5.000.000 3:.5300.0C0
239.011.370 1
Risk weighted assets
Risk weighted balance for on-bala 20 17,798,081 19,837,043
Credit equivaients for on balance : 100 912 484 389 795.306.792
930.282.470 815,143,835
Rizk-weighted Capital Adeqoacy Ratic (CAR) 26% 25%
Minimum required 12% 12%
Excess 3% 13%

Fair value of financial assets and liabilides

IFRS 13 requires an entity 1o classify measured or disdosed fair values according to a hicrarchy that

, reflects the significance of cbservable inputs

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hicrarchy, which comprises of three levels as described below, based
on the lowest Jevel input that is significant to the fair value measurement as a whole.

Valuation models

IFRS 13 specifies a hierarchy of valuation techniques based on whether the Inputs to
techniques are cbservable or unobservable. Observable input reflect data «
independent sources; unobservable inputs reflect Wasasa's market mmpﬁo‘xﬁ.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fuir value hiermrchy, described as follows, based on the lowest level input that is
significant to the fair value measurcment as a whoke.

e Level 1: Inputs that are quoted market prices {unadjusted) in active markets for identical assets or
liabilities.

elevel 2: Inputs other than guoted prices included within Level § that are observable for the asset or
liability, either directiy (i.e. as prices) or indirectly (L.e. derived from prices) “This category includes
instruments valued using: quoted markel prices in active markels for similar instruments; quoted
prices for identical or similar instruments in markets that are considered less than active, or other

valuation technique in which ali significant inputs are directly or indirectly observable from market
data.

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

e Level 3z Inputs for the asset or liability that are not based on obsenvable market data (unobservabje = X

inputs). This category includes all assets and labilities for which the valuation technique inclpde
inputs not based on observable date and the unobservable inputs have a significant effect on thefa
or Hability's valuation. This category incdudes instruments that are valoed based on quoted p

similar instruments for which significant nnobservable adjustments or assumptions are req
refloct differences hetween the instmiment<

Financial lnstmments not measured at fair value - Fair value hierarchy
mmarises the carnving amounts of financial assets and lmblhllcs

WeseNin the fair value hierarchy into which the fnfrpyghc ‘nrment is

1send on the values recognised in the smtcrnonl’ol' ﬂnanchpﬁanon.
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4.7-3

4.7-9

30 June 2021

Financial assets

Cash and balances with banks
Loans and receivables

Other asset

Total

Financial liabilities
Depaosits from customers
Borrowings

Other liabilities

Totsl

30 June 20z0
Financial asscts
Cash and balances with banks
Loans and receivables
Other asset
Total

.
Financial liabilities
Deposits fTom customers
Borrowings
Other liabilities
Total

Carrying

amount Fair value

Birr Birr
88,000,407 88,990,407
782,237,097 782,237,097
128.043.436 128,943,436
1,000,3170.930 1,000,1 70,930
374,986,299 374,986,299

26.257.576 36.257.576
T34:793:146 33,703,146
Carrying Fair value

amount

Birr Birr
99,120,248 99,120,238
686,655,198 686,655,108
107.582. 5048 107.582.504
893,358,030 893.358.030

.

305,140,738 305,140,738
325,223,775 325,123,775
071 29,204.071

Valuation techniques using significant unobservable inputs - Level

Wasasa has equity investment in shares which is subsequently measured at fair

value through other

Estimation uncertainty in measuring impairment losses on loans and advances to customers

The table below sets out the information on the sensitivity of carrying amounts to the methods, assumptions

and estimates used in calculating impatrment losses on loans and advances for customers as at 30 June 2021

and 30 June 2020 that have a significant 1isk of causing a material adjustment to the carmying amounts of

these assets within the next financial year, including the reasons for the sensitivity.

Types of inancial

instruments

Significant

Fair values

Ran  Fair value

Rnes

{Frobability measurcment Lo

obser

inpu weighted

unobservable inpuls

Loans and advances to customers
30 June 2020
30 June 2021

30 June 2020
30 June 2021t

686,655,198
782,237,097

6HH6.655.108
782,237,097

Prob

Loss

Significant increases in
any of these inputs would
result in lower fair values

and vice versa

4.40%
4-40%



Interest income

Interest on on Large group
Interest on RSF loan

Interest can Value chain

Interest on Energy

Interest on Staff Loan

Imerest on Others

Interest omn fndivichizal

Interest Income on bank Deposits

Interest expense

Interest on cuistames SavIngs
Interest on Commercial borrowing

Net fees and commission income
Fee and commission income
Loan Processing fees and Charges
Pass book fees

Fee and commission expense
Net fees and ission in

Other income

Insurance Inoome

Penalty Charges

Dividend Income

Additional Interest

Other operating Inooimne

Other non-operating ncome
Foreign Currency gain

Loan impairment charge

Loan loss Impairment Expense
Impainment recovery

Tage 36

30 June 2021

71.562,947 70,146,430
20,237,754 18,201,770
437239 1,109,381
399,705 368,081
2,503,635 1,969
4,078 481 4,665,847
375890412 30,950,676
lm& Rm

_148.485.357  130.370.278

30 June 2021 30 Jane 2020
Bire' Birs”
21,772,304 20362520

— 268na53 3205500
48,603,556 _ 52.577.009

30 June 2021 30 June 2020
Birs'

21,282,567 19,219,902

e

M
30 Junec 2021 30 June 2020
Bire*

e

3.660,248 4,231,618
2,120,754 1,395,631
234,856 T
51,315 83,306
597,007 306,805
361,260 205,291
n% -
8.052,357 6.222.651

30 June 2020

Bir Birr’'
518,023 13,189,672
(138.043) {110,169)




30 June z021 30 June 2020
Bire"

Bir Bire’
10 Personnel expenses

Short term employee benefits :

Salary and wage Expense 48076421 42,351,428
Allowance 1349430 1,215,329
Pensson fund expense 5,288,501 4,739,577
Severance payment 6,648,778 4,328,066
Annuaal leave 659,141 183,870
Other emplovee benefit 555,018 539477
Bonus 5.162,060 3.912.580

Long term employee benefits -
Pension costs - Defined benefit plans - -

30 June 20232 30 June 2020
Birr’ Bire"
11 Other operating expensces -
Cash Loss Prosvision/ presiiiim - -
__ Training ) 153,530
T Education 541551
Uniform and Protectson - 459,433
Medical Expense 581,420
Bank Charges 48,514
Audit Fee Expense 177,224
Legal Fee Expense 483,429
Registration Fee Expoensas 58.432
Membership Fee Experia \
Comtribution Fee Expense 22,000
Board Members Fee Expense g 560,000
Perdiem Expense 1,660,627 1947457
Transport Expenise 916.21? 95631397
Fuel and Lubricants Exponse 5283904 415287
Generatar and Fuel Expense : 23747 17875
Odfice Rent Expense B 2,675,763 2,771,387
Insurance Expense \& ‘:'a ACES S 892,149 685 882
Office Supglies Expense N e d 1225 1,439,096 1,142,008
Printing and Padding expense 403,203 435.375
Advertisement Expense 3 220,003 46,354
Cleaning Material Expense — ~— 101,349 174.639
Entertainment Expense x ?;'/T--" f‘f{.«? 684,086 545,064
Cash Indemnity Expense = g vaovy O\ - 1.170,922 1,201,771
Consultancy fee Expense - f B 1o - 55.000
o | i { s
Impairment Expense =\ P L.
Vehicle Maintenance Expense o - 7 IS 706,932 638,581
Office Equipmoent and Fumiture Expense Ny ——{': L -\/ 316,972 153.627
Office Building Expense PN AN S 472,808 163437
Utilities Expease = 173,013 136,604
Communication Expenses 2,630,201 2571201
Miscellanoous Expense 90,507 152.104
19,258,513 17.081.372
Depreciation Expense 2,712,202 2,322,246
Lass on dispasal of fixed Assot 37.461 -
Amortization of asset use righn 763,607 18,458
Amartization Expense Lease 1,053,660 1,053 660

4.566.041 3,494.304




13a

Cash and balances with banks

Cashon hand
Cash at Bank

Cash at bank Commercial Bank
Cashy it bank Pravite Bank
Cash at Bank in Foregin currency (8icr )

Matwrity analpsis

Crrrent
Noa-Crarrent

30 June 2021 30 Junec 2020

JBire Rire
0,057 64,979

— 889000750 99.120.238
88.000.407 00,185 237

58,866,435 67,315,043
29,041,505 21.805,205
1,00 80 -
88,909,750 99,120,238
30 June 2021 30 June 2020
Birr'ooo Birr'ooo
88,000,407 00,185,257
88,990,407 95185237

Cands s cash equivalents i the stinenent of cash Sows are the same as on the statement of financial position.

Loans and reccivables
i groap

KS¥ loan

Value chain

Apniculture and [Hat loan
Ewergy

Staff Loan

Todhinsdual
Otherr WDEP PSYCH
Gross amount

Less: lovpairment allosanos (note 13ak

hmpairment allowance on loans and receivables

30 June 2021 30 June 2020

Birr'
382327208 353,578,639
116,709,611 107.164.433
1417330 2,634,920
29.357,985 26374421
318,453 1,584,021
24,188,180 21,373.381
236,662,952 189,719,321
3 : 7.220.870
704,459,008

AO03.

A reconahiation of the allowance for impairment lasses for koans and receivables by class, is as follows:
Collective allowance for Asat 3o June Charge for the As at 30 June
T eirent =021 year 2O2O
Birr” Birr’ Rire"
Laspairment Loss opening Balance (17,803,860) (4,0614,137)
Loan writoe of during the year 2 703446 - -
(14,100,3563) = €4.614,137)
Loan loss Provison {n318.023) (518,023) {12.189,672)
(33.638.386) (518.023) (17803 .809)
Expectod crsdin loss as of june 30
Sla:se 1 Stage2 Stage 3 Tosal
Lavrpe sroap O024,008 259,425 200,458 10,403,903
RSF laan 860,743 55.045 196,662 3.021,450
Valoe ¢hiain 35.39% - 3454 38.853
Euergy 81983 - 1.850 83,841
”~
Agri koan :q. RCES R - 755,412 6,470 25,002 786,803
~ e s
Orhor WHEP-PSYCL LI 4897 23729 o3.444

Totxl

14.618 28



14 Imvestment at fair valoe throngh other comprehensive income

Additions
As at 30 during the Asat3go June
June 2021 year 2O20
Bire' Birre' Birr’
1303856 234856 1,060,000
1,303.856 234.856 1.069,000

Investment in share

Wasasa has an  investment in share which is measured at fair value through other comprebensive income. It
comprises investment in shans that are purchased from Oromia International Bank., Oromia Cooperative bank, and
Goh Betoch Bank, the newly estabolshed bank “The management assessed value of these shares and determined that
there are po changes in value of these nnestments for the year ended 30 June 2021,

As at 30 Additions/fa Transfer to  As at 30 June

June 2021 ire valne PFE 2020
Birs" Bire" Birr" Birr”
15 Investment Property:
Building for rental 2,806,970 1,333,660 (927.813) 2,401,120
Bullding under constructzon-foc tenial purpose 46646509 6,821,000 39,825.500
Lease 6.615.000 6,615,000
5O.068.370 B.154.660 (o27.813) 48.831.0209

d bullding under
‘with the size of
property.

In the current year, Wasasa opened new branches in Addis Ababa located at Gerji, de‘.‘lll Guiale . As a result, from
the four shops that have been used for reatal purposess, one is converted to office use. Accordingly the financial report
is reclassified from the invesatment Propertly 1o Property, plant, and equipment with the current ﬁir value of Birr
927.811.00

Investment property of Wasasa comprises bailding heldd for rental purpose to earmn A
construction in progress at Dukem that will be ssed in the future for rental po Lease hold
1260m2 and a total valoe of bits 6.615 million for lease pedod of 70 yearss is also : under in

15a Fair value measurement of the Wasasa's Investment propertics

The Wasasa's investiment property k= measured at Fair Value. These properties include those held for rental purposes
and those under construction for future rental purposes as stated above. That is, these propertics are held to earn
rentals and for capital appreciation. The faire value of Wasasa's invetoment property as at 30 June 2021 assessed by
Wasasa intemal valuer by getting the current price that Addis Ababa municcipality Bureau transferred 1o the user,
There are currently no restrictions on the realisability of these properties.

Details of Wasasa's Investment properties and information about the fair valve hierarchy are as

follows:
Carrying
amount TLevel o Level 2
30 June 2021 Birr' Bire” Bire”
Investment properties 55,063 479 - -
Carrving
amount Level s Level 2
Hirr Birr Birr
48,841,620 - -

Pagee 19 - 1\ T# P S o




30 June 2021 30 June 2020

Birr’ Bire
16 Oher assels
Financial assets
Staff advance 5,174,576 4,105,391
Prepaid staff loan: Below market rto 7.852 877 7.072.347
13,027,453 11,177,738
Other None financial assets
Frepayments 6,408,002 3.056.507
Inventory 888 364 1,075,004
Other current Asset 260 508 289.799
7,556,775 4421310
Less :
Impairment aflowance on other asses - -
Gross amount — 20583228 =~ 15.599.048
Maturity analysis 30 June 2021 30 June 2020
_ Birr* Birr”
Current 20584228 15.599,048
Non-Current - -
2 048
16a Inventory
- A breakdown of the tems inchinhad within inventon is as follows:
¢ ° 50 June 2021 30 June 2020
Birr'
Office Supply
Pads and Printiog,
Spar parts
Uiniform ascd protecrion
Building materal
Total

17 Right of Use Assels

Right 1ese of Asset-Rent for more than 1 vears —_ 276044 2= 703200

Accumuitaed Amortization_rent (882.075) (318.458)
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Intangible Asscts

Purchased
software
Bire"
Cost:
As at 3 July 2019 11,762,218
Acquisitions] MIS software onprogress ) 41,615
Reclassifications -
As at 30 June 2020 11,803,830
As at 1 July zo020 11,803,830
Acquisitions{ MIS software on progress )

Reclassifications
As at 30 June 2021

6388150
18.191.980

Accumulated amorisation and i irment |}
As at 1 July 2019 4,157,941
Amortisation tor thee soar 1053600
[mpalrosent Josses -
As at 30 June 2020 5,211,601
Amortisatson for the yoa LO53,.660
Impairment kasses =
As at 30 June 2024 - 6,265,261
Net book value N
As at 30 June 2020 6,592,229
Asat 30 June 2oy 11,926,719
Property, plant and cquipment

Buailding Computer and Farniture Motor - Total

Equipment 5
Birr Birr !rr Birr
Cost:
As at x July zong 17.502.484.95 10,023 .9730.00 4.220.668.00 8.735.583.00 40,343,664
Additions - 2,034,778 3.820 5,700,000 7.739.598
Adjustement - (42.379) (17.936) - (60,315)
Disprosals ]
As at 30 June 2020 17,362,48 12,017,428 S.022
As at 1 July 2020 17,302,485 12,017,328 4.207.553 14 S.022 s
Additions 0358 348,728 2,722 628 62,750 3,010,445
Reclassifications DTS 9z 811
Dispaocals {32.250) (80,758) (125 008}
As at 30 June 2021 18 SO0 020 12.321. 8006 o 2 2 1906
Accumulated depreciation:
As at 1 Jolv zo019 1,705.807 1.602,999 1.806.188 4.169.8n 12,434,905
Charge for the year 343,777 857,035 407419 713,814 2,322,246
Adjustement - {51.400) {23.400) ~ (74.980)
Disposals .
As at 30 Junec 2020 2,100,674 5.408.739 = 280,118 4,883,635 14,682 171
As at 1 July 2020 2,109,673 5,408,734 2,280,118 3,883,635 13,682 171
Charge for the year 3570 O57.045 453298 929,379 2,712,202
Disposals (25.263) (62.283) (87.546)
As at 3o Junc 2021 2,483,259 6.341.426 2,671,133 5.813.015 17,306,827
Net book value
As at 30 June 2020 15,252,801 6,608, 59 1,927,435 9,551.947 33.330.777
As at 30 June 2021 16.285.376 5.980.380 4,178,289 8.685.324 35:129.369
- '_\ > ~N B,
NZe
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Building under progress
As at 1 July 2019

1,334,732
Additions 1,309,437
Reclassifications >
As at 30 June 2020 — 2.623.169
As at t July 2020 2,623,169
Additions 776,505
Reclasahcations x
As at 30 June 2021 3300673
Total Net PPE and building underconstraction __38.530.043

Though it is time to carry out revaluation of asset as per the policy, the management of Wasasa discussed on the difficulty of
namm;, ot a comperhensive assol naoaliation due to the security peoblem at some of the branch offices. Therefors, the
[CY won s not undertaken as per 1he snanagement decision for the reporting year.

Fupe g2
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30 June 2021 30 June 2020

Bire Bire
20 Deposits from -
Mandatory Savings 192,206,880 172,885,231
Voluntary/Demand Savings 163,440,018 112,288 029
Time Deposit 21.240.302 10,067 478
2 s
30 Junc 2021 30 June 2020
Birr Birr
Liabilities
Other liabilities
Insurance Payable 1,367,803 2,140,329
Accroed Pavable 4.882 410 3.847.800
Audit fee 130,500 150,000
Other current Liabilities 6,904,800 6,348.364
CORDIAD Account - 34.401

— 33375632 ~ 32.520.003

Annual leave is a short term emplone benefit. Wasasa shall be governed by the Labour Proclamation No 1156/2010,
accordingly, annual Jeave postponement shall not be aliowed beyond two years and it is also prohibited 10 pay cash
in terms of the anneal Jeave, However, we accrued Birr 488,167,835 that shall possibly be paid to the resigning
employees in the commg budget year based on the historical staff tumover trend analysis calowlatedh. The Actuasl
Annual leave paid for the last 5 years is Birr 183,870, 193,109, 16,056, 52,851 and 131.674.00 for the year 2020,
2019, 2018, 2017 and 2016 respectively

Financial labliftes 30 June 2021
Commercial Loan : Current T 1044 -
Commercial Laca :None current 210,487,042
Total
Commercial Loan 223 459,270
Lease obligation 4,658, 850
Other Long term Liabilities
8 120
Gross amount of tiabilities =1,1
Maturity analysis 30 June 2021 s0June 2020
Birr Birr
Current 492,364,140 529,974,847
Non-Current 228 815 802 122,330,069
___T=:aScog: 00 652.301.916
30 June 2021 30 Junc 2020
Rirr Birr
Defined benefit liability
Defined benefits liabilities:
Severance pay 18.223.114 11,928 647
Liability in the statement of financial position 18,223.1 11,028
Income statement charge incladed in personnel expenses:
Seserance costs 18,223 1138 11,928 63602
A8 23,109 _11,928.647

Total defined benefit expenses (Severance)
Remeasurements for:

Remeasurement of severance under IFRS - -
Deferred tax (Qiabiliny)/assct

O FEIMECAsSUTTment gain or -

Severance cost changed in the income statement is cecognized under ;mmm-l expertses based
current salary of the employee, | 5 4~ -\: &




Maturity analysis 30 June 2o=3 30 June 2020
Birr Birr
Non-Current 18.223.120 1,928,647
18,223,320 11,928 647

Severance pay

Wasasa recognized severance pavement plan for its employees who have served Wasasa for 5 years and above |
and are below the retirement age (i.e. has not met the requirement to access the pension fund). The final pay-out is
determined by reference to curmont bonefit’s levol (smonthly salary) andd numbesr of vears in senvice and is calculated
as one month salary for the first year plus 1/3 of monthly salary for each subsequent services years in employment
up to a maximum of 12 months salary.

Bedow are the details of movements and amounts recognised in the financial statements:

30 Junc 2o j¢ June 2020

Birr Birr
Liability recognised in the financizl position 18 223320 11.028 647
> 30 June 2021 30 June 2020
Amount recognised in the profit or loss Bire’ Birr'
At the beginning of the yvear ° 11,028,646.51 7.892 610
Current senice cost
18 120

aniuag r-‘
Equity

Paid Up Capital 10,000,000
Transferred from Retained eamings 3,000,000
Opening paid up capital — 7.000,000
10,000,000
Donated Egueity
Total — 53.585.415 47.461.014
30 June 2021 30 June 2020
Birr Biry'
Retained earnings
At the beginning of the year 155,236,352 146,830,568
Transfer to Paid up capital {3,000,000) (2,000,000)
Profit/ {(Loss) for the year 28,689,703 12,405,989
Transfer 1o legal reserve {(1.500.000) (1,000,000}
At the end of the year 180.426,055 156,236,352
30 June 2021 30 June 2020
Birs" Bire
TLegal reserve
Al the beginning of the year 500,000 2,500,000
Transfer from profit or loss 1,500,000 1,000.000.00
At the end of the year QOO 000 CO0, 000

As per Memorandunm of association of Wissasa, 25% ol net pmm shall be rransferved 1o legal reserve fund unnl the

balance reaches 50% of its capital.
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Revalution surpless

At the beginning of the year
Addition

At the end of the year

30 June 2021 30 June 2020

Birr Birre
23,060,180 23,060,180
23060180 23 060180

Wasasa is selecting revaluation model when first recognizes for its property, plant and equipment, intangible and
investment properties. Accordingly while valuing the existing GAAP historical cost to the current revaluation model
~ariations identified in the pracess of conversion is acoountad to the revaluation surplas account.

30 June 2021 30 June 2020
Notes Birr Birre
Cash generated from operating activities
Profit before tax 28,680,702 12,405,983
Adjustments for non-cash items:
_ Deprecation of propesty, plant and equipment
Right use of asser-Rent
Amortisation of use right asseq
Amortisation of intangible asse1s
Increase in fair value of investment property
Gain/fless on dispasal of plant and property and equipment
Impairment on kans and receivabiles
Loans recoversd
Changes in working capital:
-Decreass) (Increase) in loans and advanoss 1o customers
«Decrease) {(Increase) in other assots
-increase/ (Docrease) in other liabilities
-Increase/ (Decrease) in deposits from customers
_— e TN
| ¢ e = .:.‘j)_,—
| S \] ¢
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—
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Related party transactions

A party to be consider related it should be a person or o close member of that family related to the
reporting entity if that porsos bas & occntro, has a siginificant infuluence or the member of key

Rement per el of the reporting entity . A number of tr ions were 1 into with related
parties in the normal course of business. These are disclosad below:
30 June 30 June 2020
Birr Birr
Transactions with related parties-Short trem Benafit
Sean BAVROOT
'-I By 2 'o - "' 1
Manager 237414 197,800
—2374re 0 197,800
Key TG 3 facon

Key management has boen determined to be the membuers of the Board of Directors and General Manager
of Wasusa. Benefit paoid or pasvable to key management is shown below. There wore no sales or purchase
of goods and services between Wasass and hes nsnagement personned as at 30 June 2021

20 June 30 Juane 2020
i _Bier
General Manger Salaries and other shortterm empiovee benefits 828092 787,709
Post-cmpdonment beoefits
Termination benefits - v
Sitting allowance (GM/ Representation Allowance) 30,000 - 30000
Board ablowano: Sz20,000 60,000
Gther expensces | Provident fund eontsibution)
1.678.192 3377

Benefit of Wasssa's ey mmnsgosnent perscnnel includes salasies, non—~<ash beoefits contributicns
the post-emplovment detined benetits plans,

Directors and employees ]

The avernge number of persons {excluding dinactors} emploved by the Wasasa during the yeur was as follows

3o Jane 2021 230 June 2020

Number : Number

Professtonals and High Lesel Supenasors 115 15

Semi-professsonal, Administrative and Clenieal 232 250
Tevhnrcian aod Shillsd 207 194
254 559

The table below shows the number of emplovess (cacluding directors), who carned over Birr 2,.000.00 &=
emoluments or payement in the year and were within the group stated,

30 June 30 . June 2020
Bire Bire
2,000.00 10,035.00 326 493
10,035.00-—-21,790.00 58
21,700.00 - 36.453.00 z4
Above 136.453.00 5
554 539

Events after reporting period

I the opinion of the Manageral, e wele ao sipnificent post hulanee sheet events which could by
materind effect on the state of affairs of Wasssa a= at 30 June 2o andon the profit for the period ofdh
on that date, which have ot been adeguately provided tor wd%ﬂ S
i,‘* e A A
= ~

Comparative figures it o\ A

( ] y
Same of the previous year lgunes b been rocdassifiad 16 make ﬂmmbgpn‘ilh current v

L
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