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AUDITORS' REPORT TO THE SHAREHOLDERS OF
DIRE MICRO FINANCE INSTITUTION S.C

1. We have audited the accompanying financial statements of Dire Micro Finance

Institution 5.C for the year ended June 30, 2022 set out on pages 3 to 15 which have
been prepared under the historical cost conventions and the accounting policies stated
on notes to the accounts on page?.

The management of the Company is responsible for the preparation of the financial
statements. [t is our responsibility to form an independent opinion based on our
audit on those statements and to report our opinion to you.

BASIS OF OPINION

. We conducted our audit in accordance with Generally Accepted Auditing Standards

and the relevant provisions of the Commercial Code of Ethiopia of 2021, An audit
includes examination on a test basis of evidences relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the
significant estimates and judgments made by the management in the preparation of
the financial staterment and of whether the accounting policies are appropriate to the
Company’s circumstances, consistently applied and adequately disclosed.

. We planned and performed our audit so as to obtain all the information and

explanabions which we considered necessary in order to provide us with sufficient
evidence to give reasonable assurance that the financial statements are free from
material misstatement whether caused by fraud or other irregularity or error,
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OPINION

5. In our opinion, the accompanying financial statements give a true and fair view of
the state of the Company’s affairs as at June 30, 2022 and of its profit and cash flow
for the year then ended.

fi. We have no comment to make on the Board of Directors” Report in so far as it relates

to financial matters and accordingly, pursuant to Article 426 of the Commercial Code
of Ethiopia of 2021, we recommend that the amzumpan}'mg financial statements be
approved.

CHARTERE[} CERTIFIED ACCOUNTANT (UK)

CERTIFIED AUDIT FIRM (ETH)
Addis Ababa

December 27, 2022




-

DIRE MICRO FINANCE INSTITUTION 5.C
BALANCE SHEET
AS AT JUNE 30,2022

ASS5ETS NOTES
CURRENT ASSETS

Cash 2
Fecervables 3
Interset receivable

Ouistanding loan (net) 14
Inventories 5
Total Current Assets

Fixed Assets (NET) 1,6
Investment 7
Fixed time deposit 2h
Intangeble asset ( anti-virus software)

Total Asseks

LIABILITIES AND

SHAREHOLDERSEQUITY

Payables g
Detail Tax Payables

Savings 9
Total Current liabilities

Long Term Liabilities

Deferred Hxed asset fund 10
Long Term 12k
Total Long Term Liabilites

Total Liabilibies

Sharcholders' Equity

Paid up capital 11
Donated Equity 12
Legal reserve 13
Retained earnings(losses) 14

Total Shareholders' Equity

2022 2021
70,625,562 | 253,672,334
21,030,337 14,499,770

17 465,966.01 8,598,456

547,431,033 | 333,062,815
20,682,446 6,038,310

677,235,343 | 615571686

8397417 1,121,811
27,969,000 1,852,000
70,000,000 :

111,000 2

783,712,760 | 618,845,497

66,559,531 82,143,912
1,105,510 095,314.34

464,618,295 | 367,861,448

532,283,335 | 451,000,675

7,856,300 3,000,000

7,856,300 3,000,000

540,139,635 | 454,000,673
60,242,000 25,742,000
45,501,634 45,591,636
38,534,630 27,346,407
09,204,859 66,664,779

243,573,125 | 164,844,822

783,712,760 | 618,845,497




DIRE MICTRC FINARNCE INSTITUTION 5.C
PROFIT AND LOSS STATEMENT
FOR THE YEAR ENDED ON JUNE 30,2022

In Ethiopian Birr

INCOME

Interset and fee on loans
Less; Interest Expense 15
et Interest Income

NOTES

Service Charge 16
Collection from Wrltte off Toan 4

(ther Income 17

Tokal [ncome
EXTEMSES

Loan loss reserve provision
Salary and related benefits 18
Cash Indemnity
Trainirg and workshop
Medical exponse
Uniform

Perdiem and travelling
Depreciation expense
Fepair and maintenance
Fuel and Lubricants
Rent expense

Supplies and stationery
Utilities expense
Advertisement
Entertainment

Insurance

Legal tee

Bank charge

Aok fes

me-u]l:a.ru:_!,-' Fasie
Severance pay
Plembership and License
Annual leave
Miscellaneouse

Total Expense

Income before taxation
Provision for taxation

Met Income After taxation

22 2021
78,355,810 38,772,055
(25.352620)| _ (19,984,518)
53,003,187 18,787,237
6,675,462 4,983,226
59,678,669 23,770,463
22,338,796 25,020,033
82,017 465 49,690,496
3,591,323 850,060
25,166,053 18,786,993
255,269 253,133
368,294 2, HOE
337,729 317,751
14,514 35,312
1,454,267 567,998
621,070 1,465,982
B08,601 263,530
312,568 173,228
oE1 227 X7 50
651,807 55,660
478,569 352,596
92,854 263,975
232,357 103,260
256,304 116,134
&10 513
309,004 577680
50,500 72,105
20,000 257,333
53,838 475,025
2,000 13,000
108,545 323,507
1,727,009 652,013
37,264,573 27,180,658
44,752,893 22,509,838
22,509,838




DIRE MICRC FINANCE INSTITUTION 5.C
STATEMENT OF CHANGE IN EQUITY
FOR THE YEAR ENDED 30 JUME 2022

In Ethinpian Birr

Balance as ab 1 July 2020
Profit for the vear

Increase of the share caplital
Transfer o legal reserve
Prior pertod adjustment

Balance 30 Jume 2021

Balance as at 1 July 2021
Profit for the year

[ncrease of the share capital
Tramafer b ]EF:I TESETVE
Prior PErlﬂd .u.dﬁjah'nmt

Balance 30 June 2022

Share. Legal Donated Retaingd
Capital Reserve Equity Earning Total
ZRMZ000  ZLTIBS4E 45,591,636 49019927 141,572,510

- . 22,509,838 22,500,638

- 5.627.460 {5,627 460) .

. = 762474 TolAaTd
25242000 76407 45591636 66664779 164,844,522
J[B2A2000 T IMeAT 4559636 66,664,779 164544822

¥ i 4,752 893 44,752,893
35,000,000 z 1 - 35,000,000

= 11,158,233 - (11,188,223) .

. - = (1,024, 550) (1.024,500)
60242000  3B534,630 45501636 99204, H50 MA3STIINS




DIRE MICRO FINANCE INSTITUTION 5.0
CASH FLOW STATEMENT
FOR THE YEAR ENDED ON JUNE 30,2022

In Ethiopian Birr

NOTES
OFERATING ACTIVITIES

Income before tax

Adjustments lo reconcile net income before tax to net cash

provided by operating activities

Depreciation f
Income released from deferred fixed asset

Decrease [ Increase) in recelvables

Decrease [ Increase) m interest receivables

Drecrease (Increase) in Inventory

DPrecrease (Increase) in Loans 4
Prior yvear adustments

Increase{decrease) in accounts payables

Increase(decrease) in Saving account

Increase({decrease) in tax pavables

Net cash providedb from{used by)Operating activities

INVESTING ACTIVITIES

Additions (purchase) of fived assats [
Increase in investments &
Increase in investments/ return 7

Increase in fixed lime deposit
Additions (purchase) of Intangable asset

Mot cash provided (used by) investing activities

FINANCING ACTIVITIES
Increase in paid up capital 11
Loan received (repaid)

Met eash provided from (used by) financing activities

Met increasgfdecrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Components of Cash and Cash Equivalents s
Cash and bank balances =<

.I. 't

2022 2021
44,752 803 22,509,538
621,070 1,465,982
- (7.543)
(6, 530,567) (5,361,100)
(8,867,510 {61,659)
(14,644,135) (4,161,879)
(214,368,217) (91,329,596)
(1,024,589) 762,475
{15,584,381) 15,201,948
96,756,846 56,191,726
110,196 {320,618)
{118,778,395) 24 489,576
(7,896,676 (949,518)
(26,117,000} (927,000)
- 1,200,000
(70,000,000)
(117,000) -
(104,124.676) (676,518)
35,000,000 -
4,856,300 3,000,000
39,856,300 3,000,000
(163,046,771) 27,213,057
253,672,334 226,459,278
70,625,562 253,672,335
70,625 562 253,672,334




DIRE MICRO FINANCE INSTITUTION 5.C
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED ON JUNE 30,2022

In Ethiopian Birr

1. SUMMARY OF SIGNIFICANT ACCONTING POLICIES

Description of the company

DIRE MICROFINANCE INSTITUTION S.C is legally established in 1994 EC

as Small Scale and Micro Finincial Institution, licensed by National Bank of Ethiopia
and duly incorporated under the laws of Ethiopia, having its registered Head Office
in Dire Dawa town, Woreda 02, Kebele 08.

According to its business license -No.MFI/022/03 dated May 02,2003, it has
a subscribed and paid up capital of Birr 1,001,000. It is authorized to operate
throughout the country.

In the year 2012, as per its amended Memorandum of Association the Company's
authorized capital was Birr 1,032,000, which is increased to Birr 7,241,000 during
the year 2008 E.C. Accordingly,it has 7,241 total number of subscribed shares, which

was fully paid up and divided among the shareholders as noted in the notes to the
financial statement.

The company was established for the following objectivies;-
- Provide small and micro credit and loans to woman who are engaged on
income generating activities
= Provision of credit to low income earners
- Encourage and moebilization of savings
- Render local money transfer services
- Buying and selling of financial instruments
- Endeavor to get donation and loans from doenors and lenders, respectively
- Acquisition of and re-sale of properties
- Render consultancy services to customers and enhance their marketing,
management and technical capabilities
- Encourage and build the capacity of cooperatives and associtions and provide
them credits
- Encourage the societies' saving culture
= Undertake any activities which are being carried out by other small and micro
finincial institutions.

Accounting principles
The financial staterments are prepared in accordance with Generally Accepted
Accounting principles and on the basis of historical cost. e
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Accounting Policy

The acerual basis of accounting is used by the company.
Basis of preparation

The account has been prepared on going on concern basis,
Loans and loan loss provisions

Loans are recognized by the time the loans are disbursed to the borrowers and

provisions are set up for the loan loss reserve as per the directive of the National
Bank of Ethiopia, in the following manner.

Loan repayment due dates Rate of provision
91 to 180 days 5%

181 to 365 days 30%

Cwer 363 days 100%

Property and Equipment

Propety and Equipment is recorded at the cost of acquistion. For financial reporting
pupases, deprciation on property and equipment is charged on the polling net book
value of assets, based on the following percentage.

The following annual pereentage are used

Rates
Motor vehicles 20%
Office furniture 20%
Office equipment ([ IT equipment) 5%
Oither assets 20%

Gains and losses on disposal of property and equipment, if any, are determined by
reference to their net baok amount and are ansferred to the income staterment it
relates to,

Revenue recogination

Income represents interest accruing from loans; margin earned on non-interesting
bearing loans, commission from financial service, fees obtained from the delivery of
services and are stated net of service tax and discounts, if applicable,

Donation

The cash donations received from donors are recognized as donated equity by the
tHime it is actually received.

The in-kind donations(in terms of capital Enuds} are booked as deferred income and
was released based on the 20% of the book value of the asset.




2CABH
2022 20

Cash in hand TER265 828,141
Patty Cash Q00 0,000
Cash at bank- current 25,053,001 33,734,527
Cash at bank-Saving 44 554,579 22,100,675
E-Inonay 230,657 -

70,625,562 153,672 34

Zb FIXED TIME DEPOSIT

The Company has depesited in fixed tme term in Oromia Coperative bank and Enat
bank for birr 30,000,000.00 and Bler 40,000,000.00 at intrest rate of 14% p.a. and

12.75%p.a respectively.
3 ACCOUNTS RECEIVABLE
2022

Staff loan receivable 15,080,612
Work advance 1.521,1%8
organization 1,537,638
Prépa}':ﬂl.l&ﬂtmtdﬂl‘h:r receivable 2890 889

11,080,337

2021
10,112,542
S0 a0
L363.726
L.115.850

14,499,770

Some of the staff loans glven to emploviees will be rpaid back on the long term basis

beyond one year, They are not separated from berm loans,

4 LOAMS
2022 2021

Melka branch-01 96,928,574 A7.944,058
Sabian branch-02 136,671,129 85,140,545
Dechatu branch-[4 61,641,254 44,746,834
Igiiga 9,350,145 .
Meskelegna 1,029,718 -
Afetessa branch-(7 31.801,183 31,506,504
Police Meret branch-09 el 711,037 63,613,648
Kezica branch-02 Ea,570.058 53045475
Harar Inberest and non interest bearing 5% 450,950 25,333 487
Head Office- housing loan 7011,393 11,395

SE7E11451 300,342,347
LessProvision for loan losses (10,180,418) (11,279,533}

547 a3 333,062,915
The Provision for loan losses detailed as follows.
Provision for Loans losses BBF 11,279,532
Less ; Loan recovered !I,ﬁﬂﬂ.lﬂﬁl

6,380, 0%
Addd; Current vear provision 3.591.223
10,160,415




The provision for the loan losses determined as follows:-

151 to 360 222 21
Branches 91 to 180 Birr Blrr =360 Birr total toskal
Melka 36, 20,92 55,000.18 1,104,672.76 1,226,584 2,349,800
Sabkivan 974.918.05 B14. 340,75 147186712 3,261,144 767 A64
Eezira branch-03 B06,434.54 61,2305 1,198, 564,24 2,066,240 4447 410
Menaharia 4543206 374660 1.219.175.87 1,302,555 3243476
Afetessa To2.068.99 341775 2 06055398 3,373,581 2,708,758
Police Menet 47984299 299,006,50) 2.921,254.97 4,400,704 8,531 462
duselisn - - - =
Harar . - - - 43562684
Aratepna 11,892 8999 TE2B59 BO3.750 .
Canals 504,573 S68,286 1,744,620 270757 -
Sulbs Total 3,749,583 2,668 435 p G50 19,141,538 36464664
3,749,583 2688425 12,703,930 19,141,535 i 464, B60
Less:Secarity saving (13535492 {FET.204) (i OB, 6L 5) (6, 205,240 (22,774 378]
Subject to provision 239,092 1,921,222 B.521,285 12,936,598 13,680,291
Rate of provision 25% 5Fn 100%
Loan loss provision 598,523 860,611 B.,621,285 | 10180418 11,379,532
The decrease in loan loss provision was accountsd as income in the income statement,
Considering the lvan portolio at risk (FAR) and loan analysis done by the management
of the company, the company's loan repayment rate 57%.,
5 INVENTORIES
2022 2021
Supplies and Stationery 1.M33.875 291,149
Skt and YVouwcher Card 7060 217060
Stock of machineries for sale 373,992 1,423,407
Saving bos 3,115 3115
Machineries to ba Leased 15,048,444 2,103,479
I0ERZ 444 6,058,310

The company has counted the vear end inventories supplies and stationery and the
walue v hased al:r.[u:i:ﬂil'lur'l costof the material

Stocks of the machineries are represenied by the different machineries purchased which
wiare intended to ba ransferred or sold to banaflciarbes.

They have been keept in the company for long period of time,

10




6 FIXED ASSETS

Balance Balance
7172021 Additions 6302022

Birr Birr Birr
CARRYING COST
Vehicles 3140627 4,945,009 8085636
Office Equipments 2,058,757 889,070 2,947 827
Ciffice Furniture 1,764,725 259312 2,024,087
Other assels 352927 1,803,285 2,156,212

7,317 036 7896676 15,213,712
DEPRECIATION
Wehicles 3,053,472 87,155 3,140,627
Qffice Equipments 1,699,262 361,219 2,060,481
Office Furniture 1,184,779 157,653 1,322,432
Other assets 277,712 15,043 292,755

6,195,225 621,070 6,816,295
NET BOOK VALUE 1,121,811 397417
7 INVESTMENT

2022 2021

Association of Ethiopia Micro Finance Institution 25,000 25,000
ET Inclusive Finance Technology 5.C 2944000 1,827,000
Femis Bank 5.C 25,000,000 -

27,965,000 1,852,000

In addition, Birr 25,000 and Birr 25,000,000 represent the Dire Micro Finance Share
Company investment in Association of Ethiopian Micro Finance Institution and Remis
Bank. For these, we were not provided with its share certificate and dividend decelaration
for its investment to capitalize the returen on these the investments.if any.




8 PAYABLES

Inberest payable

Provident fund payable

Payable fo the organization

Payable o individuals

Cash indeminaty

Adjustamant and refund (unidentified)
Pavable to suppliers

Leage prepayment payable

Payabile io pension Authorily - sutsiders
Employes persion payable

CHher payable

Baj TAX PAYABLE
WHT Payabla

Incomew tax Fayable
Interest Tax on loan payable

The payable balance to orpanization are detatled as follows,

Clobal Pund

Women ared Youth Bureau
Finance and Ecencny-LEPD
Yegotar Arsso Aderoch
Social affairs

Posetive sction[PAD)
Tekenatio serawile

Sele enate

MEKS

HAPOR

VEsiom

Ethig-Ciulf

Tredat ena webet

Youth Revalving fund

Coty Administrution Office
S05 Child Village

Woamen Health Association
Fayable at branches

9 SEAVIMNGS
Security and group client saving

Veluntary client saving
hlﬂ'ﬂﬁmmhg

1 il H
4,397 556 2170275
. 75,100
i ey e | 67 R11,584
17,591,318 ZAALALA
200,126 194 957
7008 343 3618411
T4, 58 TN Ge0
4 865,854 4,350,146
238,140 238140
16,979 S440
1433,786 243,581
65,559,551 82143412
2022
TH4,81%
319,505
I - 5 A £
S % 1L 1]

i 2021

1,714,344 1,214,344
4,196,954 4.190,50
Ba4. 560 &, 5l
GBS 655 BA% G5
1415244 1415244
130,553 130553
78,566 ThRoa
72,000 72000
5,000 69000
1256934 135693
30,000 30,000
145,935 145,935
10,189 48933
6,550,175 43,465 887
£.083,685 11,037 672
o040 13000
330,000 320,000
2,751,583 H3 2,441,004
25,212,721 67,511,586

2022 2031

06,085,918 YBAGLETT
78T G0 210,263,936
BO.78 1,507 79,134, 635

464,618,295 367,861,448
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10 DEFERRED FIXED ASSET FUND

2021 il e
Estimated valoee of fixed asseks
donated from Dire Dawa City
Council Administration 527.851 527 861
Less:Amount amortized in Previous
YEATS (527.801) (530.318)
Current year Amortization - {7,543)
(527.861) (527,861)
Balance ) =

11 PAID UP CAPITAL

According to the Company's Memorandum of Association, which was authenticated by the

MNotary Public, the company has a subscribed and paid up capital of Birr 1.033,000.
During the year 2014 E.C the capital was increased to Birr 60,242,000, as the city
councile has increased the paid up capital

Numberof Subscribed — Paid up
shares capital capital
Dire Dawa Cilty Council 60,181 60181000 60181000
Biftu Dinisho Share Company 25 25,000 25,000
Dire Dawa Business Woman Association 1 1,000 1,000
Kabela 09 Woman Development Association 1 1,000 1,000
Asnakech Women Development Asscciation 1 1,000 1,000
Eebele 06 Dil Fire Woman Association 1 1,000 1,000
Ao Solomon Hallu Megash 1 1,000 1,000
Dire Dawa Small and Micro Enterprises
Development Agency (L 10,000 10,000
Dire Dawa Technical and Vocational Training Agency 11 10,000 10,000
Dire Dawa Woman and Youth Bureau 10 10,000 10,000
At Adam Farah Ibrahim 1 1,000 1,000
60,242 60,242,000 60,242,000
12 DONATED EQUITY
This represents the cash donation obtained from Dire Dawa City Administration Council.
201 22
Beginning balance 45,591,636 45,391,636
Add; Addibonal donation obbumed - -
Balance as at June 30,2021 i45,591 6368 45,591 636

12b COMMERCIAL LOAMN

The Company obtained Commercial loan from Development Bank of Ethicpia at interest rate of 8% in

leng term pariod.




13 LEGAL RESERVE

According to the Memorandum of Assocition, the compnay must record a legal
reserve equivalent (0 25% of net income, until it reaches to the paid wp capital,
which may subsequently be utitized for covering losses or unexpected expenses
and liabilities. Since the year 2014, it has been profitable.

2 201
Balance, Beginning of the year FFA3de 407 1,718, %48
Transfer from the current year income statement 11,188,233 5527460
Balance, End of the vear 33,534,630 27346407
18 REATAINED EARNIMNGS

2 el 1
Beginning balance B6,664,779 49,019,527
Transfer from the current year income statement 44752893 22 500838
Transfer ta legal reserva (11,188,223y (5,627 4600
Oither adjustments (1,024, 550 FexAT

99,304,859 66,664,779

According to the Memorandum of Association, the retained earnings shall be retained with
the company and not subject to dividend distribution.

15 INTEREST EXPENSE

b 2 paira |
Interest expense on compulsory saving 6517683 4,007,275
Interest expense on voluntary saving 18,834,940 14,987 5493

25352622 19,084,018

16 SERVICE CHARGES

The major service charge is service foe 3% on loan, membership and insurance fee obtained
from clients,

17 OTHER INCOME

2022 2071
Interest earned on institution saving 14531426  A533,272
[ncome released from deferred fixed asset = 7543
Loan impaisment recovered 1,099,114 -
Chher Incone 6,708, 256 537918

22,338,796 35,920,033

14
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18 SALARY AND BENEFITS

2022 2021

Salary expense 19:214.440 13,366,349
Labor and Wage 192 402 122 988
Hardship allowance 2,599 503 2,383,213
Top up allowance 250,000 249400
Housing allowance 160,200 126,900
Transporiation expense 1,067,854 915,543
Positon allowanos 163,600 154,500
Ohertime expense 24,835 22149
Pension and provident fund 798,276 1,443,553
Bionus 00 -

25,166,053 18,756,393

19 SUBSEQUENT EVENTS
Mo major subsequent events were notad.

20 COMPARATIVE FIGURES

Cartain nf'l:]'repr-evim.u year HE!.I'I‘EI- have been reclassified for comparative purpases,

15




