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FORWARD

The Amhata regional state is one of the regions in the country wIJeRI the raIe 01 powdy is the
highest. The Federal Rural DfweIopment SIrategy put WIlY high emphasis 01/ mi:rofnance as a
key force in the povetfy re<U:tion struggle. ACSI beIiews that. willi the suppott oils stak8lloldets,
it can successfullydispose the 1Iea'Jy responsibilities it is being chBtged wifh in this sII1IggIe.

ACSI is QJrrenIIy reaching 8-10% 01 the economicsIy adive poorlhat is IooIcing lorm~
SeMce in the region, and wifh gxxJ repayment rates over the )firS. Some riI1JIIY lWl.W how
micro6nance can be successfully /Un in regions like OUtS, S8IVing WtY poor people, IIIiIh IIIe
~, limited mallcetable sIdI, engaged IatgeIy in agriculure which is IIIe setved by modem
technology IJId for the most ,., dependant on unreliable cfmate, facirg WIlY poor inhstnK:tlre
(particulMy the rOQ!J networlc), smaB and fragile malice#, wifh people eamiIg WtY pt8C8I'KJus
income inffows, etc. --

Some of the success stories can be aIl1ibuIed 10 the shared vision, commlment 01 staff, s1aIting
from the board BIllie way daMn 10 IIIe Sub Btanch officer, wtIo lIM' in a teamilg enWonment and
also because of the aI-IOund sul¥JOlf ACS/ can manage from those in /Ural areas: govemment,
NGOs, cOIT/namily, etc. KV hope this VIiIl continue. The outreach attained is, indeed, lIefY high lor
a single MR, ~ IIIe large majOtity of the poor in the region is stiI outside 01 the teaeh 01 My
modem financial setVices. ACSIIooks fotwarrJ 10 reachilg these needypeople!

This document thus cIMifies m;ny issues. It shows how ACSI sIMs, wIJeRI it is IKIW. .,.
problems it faced. and IIIe ruture st1alegy as we target 10 achieWi the seemitlf1y in8conc:IabIe
objectives of impact and insIiIutionai sustainability. ExfemaI audit repott is also aItBched. WhIe the
2003 extemal audit is undelway presently, the one /tilt is attached is a complele audit repott 01
ACS/'s position as 01Dec. 2002.

The document Iat9flIs It aM who wish 10 join hands willi us in the light againSt potI8Ify and food in
security in this WtY unforlunate region. ConsIrocIive comments and feed backs en lIefY we'CMIe
(at - acs@teIecom.lI6t.et).

Mekonnen Yel!MullMOSen



1. BACKGROUND: VISION, MISSION, OBJECTIVES

History:

The operation of ACSI is traced back to 1995 when it was initially initiated by the Organization for
the Rehabilitation and Development in Amhara (ORDA), an indigenous NGO engaged in
development activities in the Amhara region. ACSI had undertaken its pilot activities in 1996, and
was licensed as amicrofinance share company in April 1997.

Vision:

ACSI aspires to see asociety in which people are free from the grips of abject poverty, with all the
power determining their future in their own hands,

Mission:

Given the level of poverty in the region, ACSI's primary missio~ is to improve the economic
situation of low income, productive poor people in the Amhara region primarily through increased
access to lending and saving seIVices. It will maintain cost effectiveness in service delivery, and
integrates its activities with government and NGOs working towards achieving food security and
poverty alleviation in the region.

Values and Principles:

Giving priority to full knowledge and understanding of the Complex, Diverse, and Local (CDL)
realities of the poor, ACSI entertains flexibility in operation and aprocess of learning from practice.
It fully considers rural values, economic and social settings, settlement and gender issues, while
committed to play a key role in improving the living standard of the population through self
employment and dignity preserving rather than charity handouts.

Objectives:

• Productivity Objective: promote agriCUltural and non-agricultural economic activities.

• Outrea~h objective: poverty alleviation and stimulating the region's economic growth,
giving priority to rural and remote communities, particularly women.

• Impact objective: Significantly increase clienfs income and asset position.

• Institutional sustainability. promoting sustainable financial services, both operational
and financial.
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• Agriculture being the dominant sector in the region, providing income and eqJIoyment
opportunities for over 85"10 of the population, one can positively atrect the IM:!s of IMly by
just in1>fOving agriculture.

• Given the poverty siluaIion in the region, the highest,. and depth of poverty is suffered
by the population in rural CI'eaS. Impacting upon agriculture and rural aeas in1l1Ove5 both
aspecIs of poverty.

GIOwtII

Pursuant to the ADU sbategy. enhancing elliciency in agriculture ensures nalional econonic
growth through:

• increased food secllity both for the industrial and agricuftural employees. providing
adequale food (at lower price), etc...

• increased input avaiabity for the Induslry sector (and at lower price).

• capiIaI moIlizaion for inves1ment in the industrial sector throtql mobizing smaI
saving from increased agricultural income,

• increased CIlJiCufturaI income provides wider mcrlcetopporturily for indUSlJial goods.

2. OWNERSHIP &GOVERNANCE

• Legdty. ProcIM'Ialion 4011996 requies the eslabIistment of nicrolinance institutions as
a sha'e ~any as per the Col1.11eIcia! code of Ethiopia (1960), and demands that the
MFls be governed by boalI of directors seIecIed by the general assembly of shareIlo/deIs.
ACSI has been licensed as a microlinance shere COI11lany in April 1997_

'!.- ACSI's goW11J1111C8 struelIJe has the foIowillli~: a) The Genera ass erdIIy d
shareholders. b) boa'd of direcIDrs, c) extemaI auciIDrs. and d) the general manager. The
bocrd is entrusled with the responsililies of provieing, overaI guidance and poley
directives while the general manager is responsilIe for the day to day managern!I1t dille
aciviIies ofACSI.

• SIIM8IIoIders: The main shaehoklers ofACSI ae the regional gavel.IM (25%), ORDA
(35%), ADA (20%), AWOA (10%) and EncIeavoIK (10%). Major donors and~
include: SlDA, IFAD, USA/D, Pacta'd Foundation. ~.

• 0tpnIuti0tMI Stnnn: ACSI has three m;p depnMs to in1lIement Is
pnlgla limes, nClTlely: finance and Iogistic$, Planning and operation as wei as flu
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services, namely: audit administration, and promotion. ACSI has a three-layered
organizational structure: head office, branch and sub branch. Whereas the head office and
the branch offices mainly do the administrative task, the sub branch conducts the main
marketing operation, with staff directly contacting credit and saving clients: loan delivery,
monitoring, and recollection and saving mobilization. ACSI has 10 branch and 171 sub
branch field offices to implement its plans. Each sub branch operates as profit center.
Currently, ACSI has a total of 1479 employees, over 65% are at sub branch level, having
direct contact with clients.

• Staff selection: ACSI has established Human Resource Development and Administration
unit with the responsibility of recruitment, selection and training of staff. New employees
are trained within ACSI itself. Thanks to the strict selection procedure that ACSI follows it
can be said that the staff both management administrative and program staff have high
degree of commitment to the vision of the Institution and willingness to work in a learning
environment where uncertainty is likely, flexibility required and experimentation necessary.

• Community Participation: Given the problem of information asymmetry on the part of the
client giving rise to moral hazard and adverse selection problem, ACSI draws on the
support of the local community (the Credit and Saving Committee) to screen out those who
should get the service first (based on their poverty level), and to further facilitate follow up
and monitoring. Clients are also required to organize into groups, to encourage monitoring
among themselves.

• Client Sense of Ownership: The current effort to generate the loan-able fund from with-in
the local areas has served to create loan clients' sense of ownership and prompt
repayment by inculcating the feeling that what is in their hand in the form of credit is a
saving mobilized from their neighbours ('wann moneY1- Future strategy is to further
enhance this 'sense of ownership and stake-holding through, for example, making clients
shareholders, so that they become fully affiliated with the institution.

• The Control System: Even with sufficient client ownership and community participation,
for any MFI, a system of internal controls should be in place to prevent corruption and to
ensure that no funds are misused. In fact internal control goes beyond those matters
related directly to the accounting system. ACSI's internal control system involves
establishing a strong, pro-active team actively identifying and anticipating potential risk
areas and implementing strategies to mitigate such risks, while at the same time setting
clear segregation of duties between, for example, 'back office and field tasks, and between
cash handling and other functions, etc.

• Internal audit should also be augmented and evaluated by external audit, in the absence
of which, the Board and any external body would simply accept what management reports.
Absence of proper audit eventually gives rise to lack of confidence on the part of the donor
community, the public, clients, etc. Pursuant to the National Ban~ directives, annual audit
is part and parcel of the control system.

• Management Information System: For any financial institution, efficient management of
financial data is a crucial task. Information on loan portfolio, financial accounting and
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others has to be evalualed July, by Branch and Sub Branch and acwale. timely and
comprehensive repoI1s produced and provided to the different levels of U5elS such as
management staff, boa"d. others. The Institution so fiI' has no COI1lluterized Management
Information System to caplure relevant data and to genende desi'ed management reports.
Thus. the data transferred from branch and sub branch to the head olIice have not been
timely to ascertain the asset position of the Institution and to establish perfonnance
indicatols. Efforts are now undelway to establish one.

3. PRODUCTS

ACSI currenUy deliver four types of financial products: Credit. Saving. Money transfer and
Pension Fund Management.

Credit

Two approaches have been advocaled on the role of credit in poverty reduction. While
supporters of the income generation approach maintin that credit should be provided mainly
to the enlreprenellial poor to enable them to finance specific private income-generaling
activities to increase their revenues Q.e. credit can only be a 'means' to develop such
activities, and not an 'end' in iIseIf), proponents of the so-caJed 'new' mininalist approach
argue that ere<frt progta,me5 would still be helping the poor fight poverty by giving credit to
any poor person Qncluding those borrowing to rneeI in8WclJIe colIS~1ion needs) who is
able to repay a loan without dictating to that person how and on what the loan should be used.

• Given the very Iinited capacity III satisfy all the credit demand in the region, ACSl has so
far been providing credit only for income generation and related pllpOSeS. Thus. the
current loan products can be broadly categorized as: income generating Qnstalment and
end term), as well as asset loan. Credit for income generating activiIies was apparenUy the
dominant activity so fiI'. Wrth in this, the installment loan product, mainly for petty lrades,
manufacturing and handicraIls, ell: inwlves lesser risk for the instilution as wei as for the
clients as loans are setUed in small amounts more frequently. The Institution encourages
such products. But il!Jiculturalloans, with payments coming only at the end of the tenn.
dominates.

saving:

ACSI provides saving seMces with the aim fA instiling the cwture fA modem saving, reducing
the high propensity to spend econonic surplus on social and reigious actiries in pllSlit fA
more ellicient utilization for illCllme expansion and poverty reduction activities. ACSI provides
saving seMces for loan ctients as wei as for the public at large. There are two kinds fA saving
products: ~uIsory Savings (exclusively for loan clilm) and VoIuntlIy Savings.

• The VobItary Savings is in b.m COI11IOS8d mainly of Saving depositsIpass book saving
and lime deposit. With a passbook savilg account. cIents IeceMl a RlCOId book where
their deposits and withcnwaIs are entered. so they can keep 1rack fA their nnsactions.
Passbook savings account hokIers can easIy deposit money and earn interest income.
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Time Deposits: are the ones that allow clients to lock in to an interest rate for a specified
period of time.

• Compulsory Savings: From loan clients, various 'obligatory' or 'compulsory' savings
funds to which all members contribute regular1y (in addition to their voluntary individual
saving) through out their membership with ACSI, are intended to encourage savings at
personal level and at the same time to create investment reserve fund for on-lending

Pension Fund Management:

ACSI serves as local agent of the pension and social security Authority to disburse pension in
areas where ACSI has sub branches. ACSI has aclear organizational advantage, having offices at
all Woreda level and even beyond.

Money Transfer:

ACSI is also involved in the business of local money transfer, particular1y to institutions. Whereas
the demand for money transfer at individual level is also growing, particular1y where the
conventional bank is non-existent, involvement into such a business demands a detailed cost
benefit assessment as well as due consideration for the technicalities involved.

4. TARGETING PRINCIPLES

Given the scarcity of loan-able fund and the limited capacity of the Institution to serve all the credit
demand in the region, essentially the service is delivered on a priority basis. Focus is thus on the
poorest, particular1y women, as this is believed to have the highest impact on poverty /food
insecurity through bringing about improvements upon both the rate as well as depth of
poverty/food insecurity. Targeting is therefore at area as well as household level and gender
focused. ACSI seeks to reduce poverty by targeting financial services to the poor both directly
(through means-testing) and indirectly (through product and service designed to attract the poor):

• Area Targeting: Priority is given to those areas which are more food insecure. This is
conducted in consultation with the Woreda and Kebe/e administration. Thus, within agiven
Woreda, the most food insecure Kebele (suffering from 'chronic' food insecurity) is given
the priority.

• House hold Targeting: ACSI utilizes a combination of poverty assessment and targeting
methods.

• The loan size, as one of the targeting tools, has been limited to a maximum of
5000 Birr. While the loan size ceiling is relaxed currently, the dominant principle is
still not ignoring serving the poor, looking for smaller loans for income generation.

• As a Rapid Assessment (RA) method, priority is given for those with one or less
oxen values, with possession of one ox serving as the local poverty line.
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• A sort of PlricipalDry Wealth Ranking (PWR) is also ClIried out. whereby
representatives from !he conrnunity (Credit and saving Coi,I,ilE) exercise
further ranldngs of those who should be first beneficicries of the seMces.

• IndividuIII rMgeling: GeneraIy, ACSI lending prtIgia,I,1e essentiaIy targets !he
procjJctNe poor. those if approprialely assisled could by lhemseIves creaIe !he dviIies
that could enable them to get 0lIl of poWllty -!he entrepreneIIiaI poor. 11is derives from
institutional values and principles. Specifically, !he irKividuai tageting criteria ae:

• The individuallookilg for credit must be in !he productive age !POl4l,
• !he productive poor, who is already engaged (or ready to be engaged) in some

prodll:tive activity, but is handicapped due to lack of capilaI,
• good reputation in !he COITITlUnity about hiSl1ler general chaar:tln, hOllesty,
• mentally heallhy,
• free from other debts, from gcMlfMleIIt, coope.-.ives, ...
• permanent residence in !he KebeIe,

• Gender Focus: Special focus is given to women as !hey ae !he ones who most sutrer
from III kinds of poverty and depriyalion, and at !he sane line~ in women's
income can have i'i'iElCIaIe iqlact on household powrty and nutrition. Women ae
ellCOlrclged to start some business dvilies so as to iqlrow their l8gaNlg pt:Mr

within !he household through enhalCing their 'breakdown position". ACSI has a la'get of
delivering at least 50% of!he credit service to women.

5. OPERAnaNAL IIODALI11ES

The objective of maintaining good pOftfoIio quaity can only be gu;nnteed if one foIow demalll~

based. quality lending products that IIlCIllilUe value to cIien1s. Thus !he Instilulion always slrives to
provide divelsilied lending products with SliIable terms and condilions in terms of: Ic8I size,
repayment period, f8P8'/rrJ8II# hquency, coIateni, trnaction cost, eE. The mod.1e 5, loan
terms and condilions would have to be such as to fit in !he very cirw'llstalCeS of !he poor, while
ensuring fIj repayment

• GfDup IendirIg: Since !he poor shaI not be requied to avai any coIa'a ai, cancIcIrt 5ae
requireclto exercise a peer group self-seleclion and orgaDze~ for !he pwpose of
shcmg a mutual loan repayment guaa_. ACSI foIows !he GRql GcaalaiEe and
lencing Model (GGlU). But. foIowing dents' real needs, !he instiluIon is iI*oducing
~ IendiJg nlelhodology, wtiIe also assessing !he possibity of!he~ '***'9
modaity.

• !.oM size: The very poor would 11M no business expeliellce. The best ptacb to
introduce !he very poor to !he business world is to start with smaI, but SlRIy PfOf18SSNe
loan size belween loan cycles. as !he client is expecEd ~ gain in business expeIiellCe
hough line.

• Based on ClII'elll policy, a client who I11lMlS from !he Irst cyde to !he second cal expect
100% alcIIion to !he first loan. lie wise, unless in very special cin:ulIl5taiC8S, heIsIIe cal
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expect amaximum addition to preceding loan of 75% in 3rd cycle, 50% in 4th cycle, 25%
in 5th and subsequent cycles. The maximum first-time loan apoor client is entiUed to so far
is Br. 750, but revisions are being made to accommodate new loan products.

• Repayment period: The smaller the loan size, the shorter would be the repayment period.
While this has for long been limited to one year, pursuant to the National Bank directives, it
is relaxed to two years, and up-to five years for specific loans.

• Repayment rhythms: FrequenUy seWing part of the borrowed money reduces the risk of
repayment both for the client as well as for the lender: Though this will depend on
individual project activities of clients, installment based repayments are encouraged.

• Saving: The objective of the whole exercise is to help clients to gradually build up income,
improve their asset position and eventually be able to run their business from own sources,
with out requiring credit Thus, potential clients are required to start setting aside part of
the income from business as saving with ACSI.

• Simple Procedures Given the high level of illiteracy among clients, maximum effort is
made in order to avoid cumbersome appraisal process that require sophisticated project
proposal and other written applications that conventional banks require. However, clients
need to show that they have real business plan (new or on going), for which they need to
feel in asimple (one page) format, indicating the loan amount the input cost output value,
net return (profit), etc. On spot check is also made by the credit officer at the enterprise
site, and further information is sought from the Credit & Saving Committee about the credit
worthiness of the potential client

6. OUTREACH

Delivery Level

The main task in microfinance is to reach economically active poor people and help them escape
poverty. In the region, the rate of poverty, particularly in rural areas, is estimated to be very high,
though there are some revisions presenUy. The CSA data suggests that of the economic age group
about 80.63% are economically active and ready to be employed at the going wage rate if one
were available. Of this section of the population, regional-wide market survey to assess the credit
demand of these poor section of the population indicated that 84% actually demand small credit to
startlexpand business. This provides that in the region alone, there are about 2.88 Mill poor
entrepreneurs looking for small credit

• So far (Dec. 2003) a total of over 482,000 poor people living in all Woredas and 1999
Kebeles (villages) (65% of total) have been served from the 'regula(' credit operation of
the institution with a total of Br. 749 Mill. disbursed. Activity-wise, the large proportion of
the loan (over 65%) has been utilized on agriculture and related activities, and the
remainder on petty trade, processing and manufacturing and related activities. Some of the
specific activities financed so far are: agriculture, fattening, bee keeping, petty trade,
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embroidery. weaving, blackslililhillll, handicrafts, poDery, wool IIIiIking, tall.'.
electronics,~...

• Not onlr have poor clients been enabled " start 01' expald their business activitr tom
ins1itulionallending but also the, have been encowaged to buid up smaI modern saving
from increased income so that llIIentually they can run business from own fund without
looking for credit. ACSI cllTelllly provides im saving seMces for over 443,365~
Qncluding crecIt client, public savers, as wei as instibllions). So far the net SSIIiJg
mobilized is more than 81'. 128 Mi., which can finance a good pcr1ion of oulsIancIng loan
portfolio.

0ufIuch Aspeds:

• WOI1IJ ofouITNch to cIents: This has been one of ACSI's "p priorities. The iITlOUIIt of
disbursement (loan size), the term 10 malIIity, size of installmenls and other terms and
condilions have been Slited 10 demand. Cients lheiefole value the service Iighly as
demons1raIed in slfVeYS and various client workshops. Assessments ere, howeYer, in
order to invesligale level ofwiIingness 10pay for proper product costing.

• Cost of 0Uf1NdI to .115. This is the sum of pnee costs and InInsacIion cosfs. Price
cost Qnterest) is undoubledly low. TI'lIIlsa:tion costs. non-price cosIs for both IlOlH:aSh
opportunity cost (such as lime 10 apply for a loan) and indirect cash expenses for such
things as trcIlsport, e1C, have yet to be kept at a minimum Given the wider and cIIiWt
geography in the region, as well as the risk involved in Iransporting he cash, delivering the
service at IocaIions close enough 10 clients has been neaty ~bIe, though eIJor1s ere
being made lowCl'ds that end.

• Depth of 0ufrNdr. The fact that ACSI is working in rural creas reaching over 6S'Xo of
rural vilages, Wgeting very poor people owning one oxen value 01' less. 01' poorer by other
local crileria, and giving priority " women, demonsIIale the depth of ouIreach. Poor people
start with small loan, and this is amntIy fixed at a maxinllIn of 81'. 750 (at policy 1eveI),
which moves upwards lrcIdualy. For COI11llIriSOn PllPOSe, hcMever, the level of _1M
,overlyof ACSI clients need to be fiIther ascertained with reference " regional GOP per
capita and other indicalors.

• 8IHdIII ofouIINdr. ACSI's expaRSion " reach many cIienls has indeed been ella.laIc.
But. given the IIII'Ilber of econonicaIy aclNe people Olllside of the reach of the
corMlI'IIionaIlnin:iaI service. the 0lfta:Il is c:IlNIIr milIinai. It is on, 8-10%. taIdng ody
the nll1lber of the very po«. Plnud" FedenII RIAl OMlopment••i1 and NaIonaI
Bank cIreclives. senrices wi also ta'get the ... po« and the vulnerable non-poor. thus
ensiling ee:ooomi8s 01scale.

• LtIIfIIIi of0uIrudI: The abity " 5lIVive wiIIaut Iaolcing for donaIons 01' other Sl!llsicles
mailer for MR sustainabity. This reqtfts enSIItng II''''' and ... f8IIlIYlIIft ACSI
can maintain a repayment raIe of over 98%. Yet. InsliIuIionaI susIainabIly wi have " be
ensured through estabIsIing maket-bIIsed i.est raaes. enhancing efIciency and
estabishing c:onsistent slructIn ofstaIJ illC8IlIves.
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• Scope of Outreach: Unlike in other countries. Ethiopian MFls, including ACSI, can
mobilize public saving. Further effort to enhance scope between products to include
insurance and others, and scope with-in products (e.g. terms and conditions,
individual/group loan, etc...) is in order. Efforts are underway to maximize benefits from
economies of scope by integrating microfinance with health and education.

Overal/lmpact:

• The ultimate objective is to help the target house hold to improve income to a level that
can command food that provide the 2300 calorie, and also to gradually build up asset The
available best practice suggests that poor micro-finance clients will be able to escape
poverty (food + non-food) after five year of joining an MFI, and will be in a position where
they no longer need cred~ from the MFI after eight years.

• No detailed assessment has been done in this regard. But sample surveys conducted at
various times indicate that clients are really benefiting: increased food security or reduced
vulnerability, constructing/maintaining house, able to send children to school, able to buy
additional ox, and other benefits including: experience in cash management no disposing
off assets, not having to go to the money-lender, increased acceptance in the community
and household, etc. A good achievement has also been registered in instilling the culture
of modern saving, reducing the high propensity to spend economic surplus on social and
religious activities in pursuit of more ellicient utilization for income expansion and poverty
reduction activities.

• Moreover, the ability to manage small business, and the business skill that is developing
from taking continuous loans among many poor clients is really laying the ground work for
the emergence of the future big business men that the region is looking for national
sustainable growth. In this respect some would like to call MFls "incubators" of future big
entrepreneurs.

7. FINANCIAL PERFORMANCE

Profitability.

• Operational sustainability: Income statement indicates operating profits since some
years ago. ACSI has now achieved operational sustainabi/ity indicating the ability of the
institution to cover costs of operation with internally generated income. ACSI has also
achieved Rnancial Sustainability taking into consideration such subsidies as: inflation,
cost of fund, in kind donation... Though a good repayment rate of over 9SOk, and a
reasonably good case load (particularly considering the poor rural infrastructure) has been
maintained, achieving financial sustainability has been areal challenge, and efforts should
still continue to maintain and strengthen company position to be able to operate under a
more competitive situations.
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Eflkiency.

• Adminislrlfivl Elticiency. Measures the amount it costs an MFI per unit of money m
adrrinis1er its credit and saving services. ACSI's Adminislralive Efticiency, delelTlined by
COI11luling adminislralive costs (excluding financial costs) as a percentage of average net
portfolio, is about 7.8%, meaning that it costs ACSlIess than 8cents to lend Br.1. This is a
lotof ilJ1lfOvement over the yellS, though there are rooms for more achievements.

• , abow' Etriciency. The case load, calculated as the number of active loans per loan
oflicers at SlBranch oflice, is about 324, still approaching the indUSlrY average of 350. Yet,
given the regional~hy and the infraslructure (pa1iculaly the road net work), this
looks reasonable though efforts should continue (with i~roved transpoct!6ln facity,
etc), pcrticulCl1y in areas which are WOlIting below ACSI average. Further, ACSI benefits
from "economies of scope" since it also mobilizes savings as well as pension fund
management and others. Costs can be fI.rther rrinilized by introducing the ViIage
Banking and other modaities and collaborating with cooperalives and olhers as m;net
oulets.

Loan Portfolio Analysis:

• Repayment ,.... stands at aver 9ll% for most of the yeas'in ACSI's history. PottIoIio At
Risk (PAR), which COfI1lan!S the remaining outstanding balance with at least one
installment overdue to the \DIal Joan portfolio, cUlTelltly stands at about 3.7%. Yet the PAR
may not tell the whole story about the portfolio risk br an MA with a good portion of
agricullurallend lenn loan. Moreover, there were no write-off made. but this does not
mean that good quafity portfoflO is being maintained. Management has now <*eady
decided to introduce it at apolicy level.

• Total deposit (net saving) is becorring an~~ in ACS\'s \DIal asset
currently being equivalent to 44% of kltaI assets and 61% of outstanding Joan. Ralio of
Uquid Asset to total deposits is 46%, and is well above the 20% t.tninun requiements of
the National Bank of Ethiopia. Inability to meet withdrawals of savings is bad. Howe_,
over liquidity is just as bad as it can only be achieved as a1ralIlHIIfwith jiioltalJity. Inter
branch lending mechanisms with appropl iaIe chages 11M been infrocklced by ACSI. This
is III be suppor1Ied m channel 0\Ier-iqukity at one IocaIon mone where it is needed and
also bring home the need to account the costs associaled with the use of such funds and
reline the resulls ofeach bnIlch.

IntetestR"" Analysis:

• ACSI has br long maintained a 12% decIning raIIe. This was highly slibsicl,ed to COlIer
costs. FOIJ' vlIiabIes go into the calcLUlion: AdnirUalive Expense (AE). Loan Losses
(lL), the Cost of Funds (CF), the desired ClIpitaizaIion Rae (I<) and Ill\ieS~i1M Income

It



(II). Based on these variables, it has been revised recently to 1B%. The strategy is to also
diversify interest between geographic areas and between products...

~dal Management /Solvencyf.

• Equity multiplier: The capital structure becomes an important indicator when growth is
envisaged. Growth in equity further strengthens MFI position as adeposit taking institution,
and the capital structure must be adequate enough to sustain a reasonable level of
business risk. ACSl's total assets were financed by equity capital to the extent of 17.5%
(equity multiplier). While paid in capi/al and donated equity have been stagnant over the
years, retained earnings have shown some improvement as a result of improved efficiency
and relevant measures. Further efforts should continue to enhance the share of capital in
total asset

8. FUTURE STRATEGY ,

ACSI will strictly pursue astrategy that will ensure provision of financial services that are valuable
to clients while maintaining institutional sustainability. This would be made possible through
diversification.

Product DivelSification

• ACSI is providing both credit and saving services, and may be able to provide insurance
services in a not-too-distant future. The credit service is currently limited only for income
generating activities. This is mainly motivated by the fact that the loan-able fund as well as
institutional capacity is still limited compared to the demand for small loans in the region.
Depending on existing capacity, ACSI is pilot-testing provision of asset loans, particularly
for housing construction. Introduction of diversified terms and conditions, particularly as
ACSI's services accommodate people seeking higher business loans, would be an on
going process. Detailed procedures will also be worked out to deliver credit services for
water-point construction for groups organized under the Water & Sanitation Cooperatives
(WATSANCOs).

Client Diversification

• Pursuant to the National Bank directives, ACSI will reach out to a broader clientele of 'the
working poor', both self-employed and employed. The National Bank directives has
allowed MFls (which have fulfilled certain requirements) to lend above the 5000 limit. Thus
an MFI may lend 20% of its previous year disbursements at amaximum loan size equal to
0.5% of its equity. The required capacity, particularly in terms of appropriately trained
manpower, must be in place as ACSI gradually moves towards providing microbanking
services. New lending modalities also need to be developed to implement this.

• Aware of the fact that even for the employed and salaried people, enjoying 'stable'
income (e.g., rural teachers), some don1 eam enough to plan for their future or to set aside
reserves to tide them over dUring unemployment sickness or other unexpected events,

12



ACSl is also trying III extend pcwt of its IoiIlIll these people, provided they present de¥
business plan, abity III undetake the pIamed project (e.g ilHerms of avaiIabity of
adequale 1aboII"). and no diversion of the IoiIl fund U lhi1I pat)' (e.g re-Iencing).

IletllodologlcM DiwItsibtion

• 1ndMdulII1ending: While only the 9FO\4> melhodoIogy is being pia:liced. there are those
who are rejected from the ~. Of IhemsehIes prefer III bomlw on incMluaI bases,
Ihough they may not have the malefial coIaIeraI of the kind acceptable by the conventional
banks. One poIenIiaI mechanisms III satisfy lhis section may be the modaity highlighted in
the FORE: Rtn! Deyelopmen! Policies and Sti__ whereby 'indviduals' may have
access III MFI credit, wiIhout having III form'~. on account of their producIion sbed
at coopetalives which serves as coIaIeraI. Closer cooperaIion between MAs CIld
coopetalive societies woukI be highly called fer III successfuly~ this. On the
olher hand. fer those with higher loan size and able III offer the conventional coIaeraI.
new lending modalities need III be developed.

• W,. BanIdnr: ACSl doesn't utilize the Viage 8atJkilgJnelhodology whereby it Jends
not III individuals Of~ but III a conmunity-based crgarizaIion. which in 11m a as
an informal lender III goups. While this rnethodoIogy has the obvious advantages of
reducing InsIiIIIIionaI cost in terms of reducing staIf involvement in sale cfo.-.. IraiMlg lJld
loan approval III clients (1ransferring such costs on to the viIageIs lIld lhei" chiefs). it
requires reIaIiveIy advanced level of educaIionaI standalIs on the pcwt of the vIagers.
which is sca-ce in rural Ethiopia. Whether 'cooperaIiYes' can act as viIage bankers. at
least in some cnas (as proposed in the FORE: Rural Development Policies lJld
S1ralegies) need to be investigaled more closely.

• The de/NeIy ofcrecit and saving services alone cannot be sure Will out ofpcM!Ity for the
majoIity poor. Thus. initialing 6t'*gic aIance beMeen. anong olhers, the nuluaIy
supportive but operationally sepnIe acIivities of Iricro-finance lIld heaIlh edncalion
(tcmJy planning...) services WlllJId aIInw eam to do what it does best. J'llt benefit from
each olher acIivities. The present operaIionaI aia...'IIlIlt of ACSIlIld ADA provides one
good fJAlOIfUIitYto delver such services in aCOClI'1inaEd manner. The llIIo c:rgaNzabls
opei'* in sane aeas. both ;vmg priorily III women - the nicro-aedit service is oIJered
by ACSl and the fanIy pIaIing is olJered by ADA to the sane people in need. The
sbaegic aIance woukI provide gIeat qJpOItuniIy to delver an inEgi*d service to poor
people in amostcost-eIfeclive ma'IIIllr.

• The YouIfJ IIcmhrJce PnJgqmme. The objedive oflIis patcU;w project is III~
the econonic siluaIion of low income productive young people through opening iraeased
access III Jencing and saving services. Special focus is to be~ III young women as
they are the ones who most suffer from III kinds of poverty lJld deprivalion.
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9. CHALLENGES & RISKS

Some of the Challenges faced so far and that may also continue to be faced in the future include:

• The Skill Problem: The credit is normally distributed to those in the "productive" age
group yet education and skill achievement is very low. The majority of activities financed
by ACSI credit concentrate on traditional business areas like agriculture, petty trade, etc,
with very little diversification. Business development Services (BDS) are highly
underdeveloped in the region as a whole, and those that are available (The agricultural
package programme, the Adult Skill Training Centers, REMSEDA, ADA skill training
centers, etc) provide very limited skill training, in few vocational fields, and are
concentrated in the urban areas or in already "surplus producing" rural areas. Their
diversification and expansion to the food insecure areas should be an urgent task, as this
would determine effectiveness of the programme.

• Packages are useful mainly to disseminate agricultural technology. Whereas such
technologies help ensure food selfsufficiency in acertain area, they nonnally are taken-up
by those who can take risks and venture into such new technologies. These people are
nonnally the better-off. These services are very weak in many areas. Moreover, whereas
the very poor (the most food-insecure) can also be expected to benefit from the spill over
effect of such endevours (i.e from the increased food self-sufficiency in the area and
possibly also from lower food prices), as well as from its demonstration effect, this doesn't
directly address the food security position of very poor households. Appropriate skill
development technologies, both in agriculture and other fields, that fit in the very
circumstances of the poor are very much lacking.

• Some feasible non·traditional activities which are not land based (thus more fitting in
food insecure areas), and environmentally friendly, utilize local resources and indigenous
knowledge, enjoy less competition and more market demand are rather frowned at and
not demanded. Recent survey indicates that such activities (like blacksmithing, tannery,
weaving, pottery, embroidery, other handicrafts) are indeed relatively more rewarding but
the total volume of lending that goes to these sectors are very low, suggesting a serious
cultural taboo against such activities. Some promotional activities may be needed.

• Women are "allocated" some portion of the credit but a good portion of it is destined to
their male counterparts, violating the institutional objective. This partly has to do with the
fact that women are still highly handicapped with lack of any business skill, much more
than their male counterparts. On the other hand, however, this may have also to do with
the "wrong assumptions" that planners of micro-finance services had on the available time
that women have. Planners forget that women are fully engaged in domestic works
through out the day, and have little to afford for such business activities. Appropriate
labour saving technologies is largely unknown even by the standards of developing
countries. Access to clean water, grain mills, roads, energy saving devices etc., is
extremely limited....
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• Production is thus often un-dversified. The Iagest portion of the creciI goes mfew
activities like 19icull1l'e and petty trade. Sirrilar products are theiefore olrered on the
nearby sNII nwfret which easily saturates. The risk associaled with lower price JeveI is
indeed high. which IhreaIens profilability and repayment capacity on the pat of the cIent 
hence the recent down fall of agricultural product prices. The monetary income of the cIent
is therefOre not only low, but also precarious and largely dependent and cIinalic
conditions.

• Infet8st Capping. Rural aedit in the counIrY iqIlies il!JicWtural loan. Provicing
agricultulalloans. in acondition where the agricuIIuraI activities are mainly rain-fed as wei
as lillie served by modem lechnoIogy, inllOllles not only higher risk of repayment but also
higher cost of operation. Providing rural aedit in the context of the region. where the
infraslruclll'e is so poor, and with lillie logistical pt'OIIisions (rno1DrtJycs. nUes•...), and
recoIIecling such small loans from poor people, with iTegula- income SOIIl:llS is neaIy
impossible. This is more so if the lending interest rate is kept equal tl that of conventional
banks. The trade-off in going to rural cnas to lend for many poor people with very srnaI
loan size at a scattered setIIement is therefore that one has to forego the~ earned
income that would have been possible by offering the loan in towns. for people reqtiring
bigger loan sizes and who can olrer material coIIalerai. In other words. one has tl forego
attaining sustanabiliIy sooner. Thus, if the MFI is tl olJer ils key financial services tl
remote. peripheral rural areas (with non-existent inadequate or~ infrastructlle:
road, eIecbicity, telephones, educationlheath system. etc..) to poor and rnarginaized
people. with smaller Joan sizes and hence high transaction costs. interest rae ~ng
need not be a bolIIeneck.

• NGOs involved in micro-financ:e delivery without a license. Often, their system of lending
inllOllles some irregulailies including subsidized interest rate, nixing business with charily
and not following strict business discipline in the trearnent ofdelinquency 9:, which would
make clients dependent on such operations and would potentially endanger the healthy
operation of the whole micro finance industry. In fact. if such NGOs do not foIow strict
business discipline and price their services propel1y, the 'subsicized" fund pllJ1Mld in the
economy wi atrect the economy as awhole. For ex~le, a producer that has access tl
subsidized aedit can price his product Jower than the one who borroMld at market interest
rate, and thus the IalIer wiD be placed at a disadvantaged position. The clJ'lUative eIJect of
this and sirniIa- cis1Drtion wi have a cisaslrous effect on the whole free market system.
Such operaion roost be taken care of by relevant government org;mation.

• InsIiluliotMl~ Given the geogIaphicat set "" of the region, and the poor physica
intiaslructlre (Pil1icwaly the rood networt, lIO% inaooessible dtJing rainy season), the
in~aIe supply offI'IItspcI$Iion fdlies is so serious that operation in the region as
a whole, and par1icWaly in rural areas. has prowed to be a very problematic task- This is
more so for those involved on a daiy financial 1ransacIiofls. The task in micro-inancing
activities as underlaken by institulions ire ACSI is such that not only shoe*' one identify
and cisbIne loans tlthe right cIent in isoIaIed remote areas, but also one shoWd ensile

'fuU repayment through daiy fllOIliDing and fobw "" of each cient. with very low Ioiin
sizes. Very smaI savings have to be enlXlInlIed and mobized from sane poor people.
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live cash has to be transported from one location to the other. And such activities often
involve adoor-to-door service.

• The need for developing suitable financial products that satisfy the growing and diversified
need of clients, introducing reasonable flexibility in Ihe terms and conditions of existing
financial products, as weil as providing services expected of a micro-bank, requires more
adequately qualified and trained manpower at Head Office, at Branch as well as at
SIBranch level than is currenUy available. However, the current ACSI capacity, in terms of
the size as well as the quality of manpower, is not such as 10 effectively discharge such
increased responsibility in the industry. The majority are 12 grade graduates or below.
Only some have diplomas and degrees, particularly at the head office. While few have
some exposure, the majority have gained their training in-house, and acquired skills from
practice.

10. ANNEXES

• PenonnanceReports
• External Audit Report
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A.R nil Distribution of Institution
Itelll 1995 1996 1997 1998 1999 2000 2001 200212003

No Branch Offices
,

1. 6 10 15 21 15 15 13 10 , 10

No Sub branch Offices ,
2. - - 67 132 157 162 162 162 , 171

No Employees per
,

,

3. Branch 10 7 27 37 68 74 90 131 148

No Loan Officers per
4. Sub Branch - - 3 3 4 4 4 5 5

5. Total Staff 57 67 410 I 785 11014 'j 1110 1176 1308 1479
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B. Credit Outreach'
Indicator 1995 1996 1997 1998 1999 2000 2001 2002 2003
Kebeles
Cowred - - - 765 1,259 1,456 1,559 1,767 1999
Kebeles in 3077 3077 3077 3077 3077 3077 3077 3077 3077
ReQion

~

,. of Kebeles 25'. 41'. 4n. 51'. 5n. 65'.
cowred - - -
No of Active 672 7,799
crdt Client 38.190 68,580 107.143 131,330 152,56_5 215,970 288,681
,. of Fe_les 33'. 35'. 43;. 50'. 49% 45'. 38'. 33;. 30'.
Served Credit 672
Clients 7,799 46,647 86,652 146,398 206,061 262,880 363,681 482,083
'Y. of Females 33'Y. 35'Y. 50'. 50'. 49'Y. 46'. 43'. 38'. 34'.
Amnt loon
Disb-Cum 271,590 5,244,296 33,869,507 75,759,799 141,569,332 236,255,858 352,296,755 516,420,983 749,214;624
outst regular
loon bolan 266,599 3,402,223 20,786,965 28,864,903 46,316,966 71,211,382 94,970,748 140,696,913 210,355,340
Amnt/oans
Disb/yr 271,590 4,972,706 28,625,211 41,890,292 65,809,533 94,686,526 116,040,897 164,124,228 232,793,641
No. Loons
Disb-Cum 806 9,359 55,976 117,861 199,733 330,568 485,007 691,500 -933,672
No ofLoans
Disb/yr 806 8,552 46,618 61,885 81,872 130,835 154,439 206,493 242.172
Awrage loon -
size/yr 581 614 677 804 724 751 795 961

"Excluding Input Loan
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C. Saving Mobilization

ITEM 1995 1996 1997 1998 1999 2000 2001 2002 2003

Totol net saving
mobilized 13,254 536,653 4,915,137 17,721,796 33,729,344 55,479,819 84,874,799 99,045,737 128,649,146
Total number of Net 672 7,799
Sa~rs 46,647 64,020 137,928 221,061 315,879 416,841 443,365
Individual Sa~rs 672 7,799 38.190

63.031 136,939 202,560 294,891 306,847 433,668
Individual voluntary 0 0 0
Sa~s 6,303 18,298 34,917 51,199 64,333 101,027
oeo~sit to loan ratio 5". 16". 24". 611. 73". 78". 89". 70". 611.
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D. Portfolio Qualitv
ITEM 2000 2001 2002 2003

1 Loan loss Reserve rate 0.04% 0.39% 1.31% 0.72%
2 Delinquency >30 day 3.1% 2.8% 4.2% 2.8%
3 Portfolio at risk>30 na na 4.7% 3.7%
4 Repayment rate 98.7% 98.9% 98.4% 98.8%

E. Profitability

Item 2000 2001 2002 2003
1 Return on Assets 0.03% -0.67% 2.33% 6.11%
2 Adjusted Return on Assets -2.83% -3.35% 158% 4.39%
3 Adjusted Return on Equity -24.86% -35 ..09% 14.81% 3002%
5 Operational Self-Sufficiency

(including cost of funds) 100.33% 92.98% 123.71% 177.54%
6 Financial Self-Sufficiency 73.66% 72.42% 115.20% 146.37%

F Effi .. lClenCy

2000 2001 2002 2003
1 Administrative Efficiencv 9.2% 8.6% 9.4% 7.8%
2 Operational Efficiency 13.2% 13.0% 14.6% 11.2%
3 Administrative Cost per avo 68.76 67,00 69.85 55.44

no active loans
4 Personnel costs as % of total 68.4% 64.0% 68.0% 72.7%

admin. costs
5 Number of active loans per 118 130 165 195

stafT member
6 Number of active loans per 205 213 257 324

loan officer
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EXTERNAL AUDIT REPORT
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Cha.....-ect .~<t1HIIII ....

f1C\E\\ IAddis Ababa. EduClpQ

;t-~'" tDA~1""C~A 'hCi =lp.~
Taddesse Woldegabriel & Co.

The ShaJebolders of Amhara Credit and Sa,ings Insl1tuhon S C

INDEPENDENT AUDITORS' REPORT 10:

We have audited the fmaneial statements set ou' on pages 4 '06 ...meh ha,·e been prtpared under the
h.stoncalOOSl con,·ent,on and the acoounting poIocies set out on page 8

&sis ofopiniolf

We conducted OUT audit \m accordance '''th the Gener.JlI, Aca:pted Audito"8 S_ and

acrotdingly included such'. tests of the financial records ~ other aueillng proo:edu~ as "C

considered DCCeSSill}" under th,e circumstances.. audit incl~ examinUl&, on a tesl bas.s. C\ldcnca.

supporting the amounts and d;closures in the iaI~ An"'" also lIIc1udes assessment
of the significant estimates~ judgments by managemellt III the Jtepar.HlOII of the financial
statements and of \\hether the ¥COUnting .cies are appropnaie to rftf/compan~ .S CirCUmstances..

consistently applied and adequatel, discI We belie,,, that our audltfprll\ides a reasonable haSJS
for our opinioo.

R~R<SpOIf$ibUitin ofMtllftlg_1 tllftlA.-.

\
The eompany's ~emenl is responsible for the pn:paration of the finanaalf statements Ilascd on

our audit II is our res~iblh~· to form an independent oplWon on the wd statemeras and to report

our opinion to you ~ ~ '

.'
I '

We planned and performed our andit ¥as 10 obtain all the informati~ l:'Jl1anations ..hich \\e
considered necessary under the circu~ in order to provide~ sufficic:d ~-.dcnoe to gI'-c
reasonable assurance that the finanaaI SlfICDI<DlS an: free~enaIm,_ \\helher caused
b, fraud and other orregularit-· or error In formutg our OJI.noon. ...e also e,aluated the o,eraJl
adeq~'of tile presentation of tile infCtflhalion in the finaocaal SWcmenlS

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
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Independent auditors' report - continued

Unqualified opinion

In our opinion, the financial statements, when read together with the noles and annexes set out on

pages 7 to 92 thereon, present a true and fair view, in all material respects, of the financial position of
the company as at 31" December, 2002 and of the results of its operations and its cash flows for the
year then ended, in conformity with the Generally Accepted Accounting Principles applied on a basis
consistent with that of the preceding year.

Addis Ababa, Ethiopia

December 16, 2003
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AMHARA CREDIT AND SAVINGS INSTITlTTION SC (ACS/)

Consolidated I>aIaJacoe .-. - 31" Doftmber. 2002

Currency: Birr

.vOI~J 2002

Auds:

Cash 3 37.943,37914
Short-term in"eslm<nl
Loans 4 155,21 un53
Interest 13,860.020,75
Fees recei....ble 5 445.36500
Debtors 6 4,833,488.20
Uocleared effects 7 5.070,539.49
Stock 8 1,098,587.48
Inter-ACSI a<:<:OUlllS 9 3,238,743.14

221,701,500.73

Ftced mselS - nel 2,633,615.19

224,335,11592

Lilo1>Wties:
Savings 99,045,737.25
Interest 1,271,023.29
Trade & Olher <:roditors 10 40,367,102.67
Uocleared effects
Suspense 630,399.89
Regional Finance Bureau II 21.073,064.32
Bank loan 12 8,449,127.21
Taxation 13 76,428.46

\170,912,88309)

Total net assels 53,422,232.83

Ref" I .~
Paid-up capital 14 2,000,000.00
Dooated capital 15 19,909,957.00
Loenable fimds from dooon 16 27,300,251.04
Profit & loss account 17 4,212,024.79

5).422,232.83

~_"'__ oet__....7"92"'"",.r...... o, '0

2001

49.212.53765
4,557,77451

118,665.160 87
7.560.527 96

906.84615
4,787.66141

-
1,067,580.29
1 317,77625

188.075,86509

2,545,290.27

190,621.15536

84,874.799 601
1.922,196 21

19,991,87607
678.85722
458,52927

17.652,442 13
18.839,253 58

63,286 13

(144,481.24025)

46,139,915 II

2,000,000 00
18,402,671 27
27,969,990 89
12.232 747 Os)

46,139.91511

"'401'92



AMHARA CREDIT AND SAVINGS INSTITUTION S. C. (ACSI)

Consolidated profit & loss statement - for the year ended 31" December, 2002

Currency.' Birr

Notes 2002
Income

Interest 22,842,521.24
Service fees 18 1,727,274.82
Donations 464,343,31
Others 1,093.757.02

26,127,896.39
Expenses

Interest 5,319.279.26
Loan loss provision 1,963,280.36
Operating 19 12,651,240.Q4

(19,933,799.66)

Net profit for the year 17 6,194,096.73

2001

13.214,446.54
1.879.512.50

394.245.62
15,488,204.66

4,496.221.26
2,432,33604
9,436,909.73

(16,365,467.03)

(877,26237)
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AMIIARA CREDIT AND SAVlNGS INSTITlITlON S.C (ACSI)

C....id••ed ••'e.eII' of cull 'bn - for the \Uir eaded Jill Dece.bn". 2802

Total fund.. prol";ded.from operaflng ocli";li~s 20

Cam f1oll-.\ fTo", tnl-"e_~mentacln',lie_~

Decrease in 1R\1:SImenl
NCI increase in loan ponifolio
Acquisition of fi:\:ed assets

Camfloll·.\ lrom .financing a<:linlle."

Net: increase in soniogs
Net decrease in debts
Increase in donations and granlS

Net (decrease) m cash balance during the year 21

2002

(12.IOUIH2)

~.557.77~.s I
(36.5-16.21666)

(7~5.52769)

IU70.9.176J
(6.969.5<M 18)
26.367.59032

]].569.023 75

(I 1.269. l:<ll51)

2(.,1

1.632.211 Db

(315.77451»
(13.~60.609 (,01

(8-'9.8""8 ~81

.1 ... ·JX6.:h: ...."

29.01-1.65106
(6.29 J.1~"t JO)

8"'..urn ~..
1~_608_.;;"'31

I I.~ I·L~()6 .w
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AMHARA CREDIT AND SAVINGS INSTITUTION S.C. (ACSI)

Notes forming part of the accounts at and for the year ended 31'1 December, 2002

Currency: Birr

i introduction

1.1 Amhara Credit and Savings Institution S.c. was formally and legally established in April

1997 under license number NBE - MFIIOO l/97 issued by the National Bank of Ethiopia.

1.2 Objectives

The objectives of Amhara Credit and Savings Institution S.c. (ACSI), as stipulated in the

Memorandum of Association of the company, are:

• to provide credit (loans) in cash or in kind to farmers with meager income and

others engaged in the small-scale development and service giving activities:

• to accept from its customers savings in the form of demand and fixed deposits:

• to render local money transfer services;

• to buy national securities like Treasury Bills and earn income as appropriate:

• to acquire any movable or non-movable properties, including office buildings, with
the main aim of generating income by renting, leasing, mortgaging and transferring

same for any income generating legal activity;

• to encourage the setting up or establishment of small projects that can generate

income in towns and rural areas;

• to give advice to customers in general and also give consultancy services to clients

in the technical, marketing, managerial and administrative areas as appropriate:

• to administer micro-financing funds;

• to engage in any other activity that may enhance its main objectives and also

engage or participate in any related line of business.



AMHARA CREDIT AND SAVINGS INSTTIUIlON S.C (ACSI)
Notes forming part oftM accounts lit and for tM year ended 31- December. 2002

2 Accounting policies
The major acc:ounting policies adopted by management arc that:

2.1 Fixed assets are stated at cost less accumulated depreciation: and. depreciation is prO\ided

on the straight line method at the following rates per annum:

Office furniture &. equipment

Motor vehicles

%

10

20

2.2 Staff indemnity is provided by way of provident fund to which the company and the

employees contribute 8% and 5% ofemployee gross salaries. respectively

2.3 The maximum limit ofcash in band is Br.50,OOO.00 for sub-brancbes.

2.4 The maximum loan allowed to an individual is Br.5,OOO.00.

2.5 Stock is valued at cost.

3 Cash

This is:

in band:

maincasb

petty cash

at bank

4 Loans

These arc:

ReguIar
Fertilizer

Package

Women
Chemicals

Selected seeds

~: loan loss provision

(Note 20)

2002

14,110,440.84

60.75000

14,171,190.84

23.772,188.30

37943379ll

2002

137,137,200.19

14,024,625.24

7,394,491.90

69,526.55

661.00

856.718.88

159,483,223.76

(4.271.846.23)

"'211 lV"

2001

14.401,229.89

58,800.00

14,460,029.89

34.752,507.76

.49J Ill37 6;'i

2001

92,893,053.59

21.190,303.33

5,695.164.03

69.526.55

66000

1.248,789.41

121,097,496.90

(2,432,33604)

11866' 160 17



AMHARA CREDIT AND SAVINGS INSTITUTION Sc. (ACSI)

Notes forming part ofthe accounts at and for the year ended 31" December, 2002

5 Fees receivable - Br.445.365.00

The above amount represents service charges on account of pension and salary payment services

rendered on behalf of the Federal Pension and Social Security Authority and the Ministry of

Defense.

6 Debtors

6.1 These are:

Zeleke Agricultural Mechanization S.C.

MOENCO

PACT - Ethiopia

Suppliers

Purchase advances

ENDEAVOUR

Staff

Salary & per diem allowances

Pre-payments

Sundry

2002

485,800.00

564,600.15

1,953,183.58

560,603.93

25,746.38

194,194.49

1.049,359.67

483348820

2001

485,800.00

280,070.00

82,161.23

509,056.62

15,629.35

1.953.183.58

399,02807

18,340.29

69,357.85

975.034.42

478766L41

6.2 From the total balance of the sundry debtors of Br.l,049,359.67 shown above.

Br.509,110.60 is a cash shortage in Dessie branch which IS awaiting a court decision.

7 Uncleared effects - Br.5.070,539.49

The balance represent amounts in transit at the balance sheet date pending clearance as
appropriate by the relevant branches and Head Office subsequent to the balance sheet date.

8 Stock

These are:

Office supplies

Improved seeds

Spare parts

2002

947,150.93

139,755.23

11.681.32

I 09858748

2001

1,010,281.33

37,400.63

19,898.33

I 06758029

9 Inter - ACSI accounts - Br. 3, 238, 743.14

The balance represents the net-effects of the transactions between sub-branches, branches and the

Head Office awaiting reconciliation. However, in view of the practical action taken by

management, the said reconciliation was well underway subsequent to the balance sheet date.
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AMHARA CREDIT AND SAVINGS INSTITlJIlON S.c. (ACSI)

Notes forming part oftbe accounts at and for the year ended 31" December, 2002

/0 Trade & other creditors

1lIese are:

Suppliers

PACT - Ethiopia

ANRS - Food Security

Packard Foundation

Organization for Rehabilitation and Development

in Amhara (ORDA)

Pension and Social Secu~· Authority
OECSI

Amhara Women's Association

Amhara Women's Development Ass.

Provident fund
ILOP
OMRIO

Cash indemnity

Unclaimed salaries

HIV/ AIDS

Sundry

2002

935,61239

16,641,388.00

8,888.65644

811.83735

7.687.28199

56.19885

611.90101

19,509.35

3,231.546.71

82.95827

268,837.17

10.577.00

237,21500

883.58314

49 367.102 67

2001

1.123.22422

125.000 00

2520.13176

7.998.461 10

4.22950000

85.04101

19509.35

2.297.700 12

1928

311.60000

12.199 34

, 1.269,489.89

1
. 1999187607

/ / Regional Finance Bureau - Br. 2/. 073.06432

The above amount represents the payments made by the Amhara National Regional State 

Finance Bureau to the Commercial Bank of Ethiopia on behalfof the company on account of the

loan received for the purchase ofagricultural inputs to be distributed to beneficiaries

/2 Banlcloan- Br.8.449./272/

The balance represents the payment orders made by Braocb Offices from their respective

Commercial Bank of Ethiopia accounts as per Head Office iostru<:rions for the purchase of

agricultural inputs to be distributed to beneficiaries as fertilizer loans.

/3 Tamtion - Br. 76.428..#6

13.1 This is on account ofpersonnel income tax.

13.2 No provision for profit tax bas been made in these acoJUnts as Micro Finance Institutions

are exempt from income tax as per Article 19 of Proclamation No. 401 1996.



AMHARA CREDIT AND SAVINGS INSTITUTION Sc. (ACSI)

Notes forming part ofthe accounts at and for the year ended 31" December, 2002

J.I Paid-up capital

The authorized. fully subscribed and fully paid-up capital of the company is 81.2,000.000.00. the

detail of which is as follows:

No. of

Name of shareholders Shares Par value Amount

Amhara National Regional State 500 1,000.00 500.000.00

ORDA 700 1,000.00 700,000.00

Amhara Development Association 400 1.00000 400.00000

ENDEAVOUR 200 1.00000 200.000.00

Amhara Women's Association 200 1.00000 200.00000

2.000 2.000.00000

15 Donated capital

The donated capital was received from: 2002 2001

Canadian International Development

Agency (CIDA) 236,000.00 226.000.00

Action Aid Ethiopia 71,745.00 71.74500

Fuel Wood Plantation Establishment and Integrated

Rural Development Project (FWPEIRD) 4.910.00000 4.910.000.00

Ethiopian Social Rehabilitation & Development

Fund (ESRDF) 2,783.364.33 2.691.295.00

United Nations International Children's

Emergency Fund (UNICEF) 140,626.00 140,626.00

Regional Disaster Prevention and Preparedness

Bureau 3,102.597.56 3.083.59756

Amhara Women's Development

Association (AWDA) 123,233.70 123,233.70

ANRS - Women's Affairs Office (WAO) 950,000.00 950,000.00

United Nations Development Program (UNDP) 2,735,742.10 2,735,742.10

ANRS - Food Security 1,500,000.00 1.500.000.00

Amhara National Regional State (ANRS) 2,151,280.04 2,151,280.04

Amhara Development Association (ADA) 5.000.00 5,000.00

PACT - Ethiopia 192,983.13 67.66275

Embassy of China 245,563.69 245,563.69

Organization for Rehabilitation and

Development in Amhara (ORDA) 356,786.00
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AMHARA CREDIT AND SAVINGS INSTmmON S.C (ACSI)
Notes forming part oftlle accounts at and for the year ended 31" December. ZOOZ

Wereda Integrated Basic Services (WIBS) 100.00000

GTZ 40.00000

Netherlands Development Organization
Ethiopia - SNV 103.91140

Ricerca e Cooperazione 159.00000

Others 2 12405 60505

J.2.2Q2.957 00 lUO~~U}

16 Loanablefundsfrom donors

16.1 lbis is from: 2002 2001

ANRS Women's Affairs Office (WAO) 545.262.00 545.26200

Canadian International Development
Agency (CIDA) 10.000 00

Swedish International Development

Agency (SIDA) 24,399.46600 24.399.466 00

ANRS - Food Security 500.00000

Rural Water Supply and Environmental

Program (RWSEP) 1.390.927.% 890.00000

Regional Disaster Prevention and Preparedness

Bureau 19.00000

GTZ 4U.00000

Wereda Integrated Basic ServIces (WIBS) 307.87681 354.04180

Ricerca e Cooperazione 159,000 00

Agency for the Assistance of Refugees, Displaced

and Returnees (AARDR) 46.39310 46.393 10

Amhara Women's Association (AWA) 356.47246

Amhara Women's Development
Association (AWDA) 5\.966.30 2 \.966 30

Netherlands Development Organization

Ethiopia - SNV 244.66500 288,61140

US Agency for International Development (USAID) 265.456.37 235.94283

Micro Finance Initiative for Africa (MINA) 48.23750

Food for the Hungry International (FHI) 103.83400

27.3OQ.Z5 UM 27}!§.'l.m ~CJ
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AMHARA CREDIT AND SAVINGS INSTITUTION S.C (ACSI)

Notes forming part ofthe accounts at and for the year ended 31" December, 2002

17 Profit & loss account

Opening balance - 0 I/O 112002

Add: net profit for the year

Less: in respect of prior year - net

Ending balance - 31112/2002

2002

(2,232,747.05)

6,194,096.73

3,961349.68

250,675.11

4 21~02479

2001

(1,045,222.83)

(877.262.37)

(1,922,48520)

(31O,26U5)

().2R747 Qil

18 Servicefees - Br 1.727.27.1.82

The above amount was earned from rendering pension and salary payment services in the

Regional State on behalf of the Federal Pension and Social Security Authority and the Ministry of

Defense, respectively.

19 Operating expenses

The detail is as follows:

Salaries & wages

Employee benefits

Per diem & transportation

Office supplies

Training & workshop

Rent

Communications

Utilities

Bank service charges

Fuel & lubricants

Insurance

Subscription fees

Advertisements

Entertainments

Repairs & maintenance:

Vehicles

Office furniture & equipment

Loss on disposal

Sundry

Depreciation

2002

7,180,016.81

1,597,268,21

1.137,063,24

900,77702

138,228.06

201,638.45

157,805.44

15.40129

158.487.12

22,29300

144,289.86

48,236.79

10,78139

156,539.33

39,596.18

541.66

85,073.42

657,202.77

L2»-l.14004

2001

5,060,056.62

1,032,543.18

1301.92206

710,657.05

84,097.95

172,208.54

121.869.3 J

24,983.41

68,14718

70,67214

5Ll2278

810.00

9,903.92

134510

169,612.37

12,968.80

2,356.00

43,066.13

498,567.19

2.o41§~99,73
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AMHARA CREDIT AND SAVINGS INSTITUTION S C. (ACSI)

Notes forming part oftbe accounts at and for tbe year ended 31" December. 2002

20 Reconciliation ofoperating profit to coshflows from operating actiVIties

Net profit for the year

Add: in respect of prior year - Del

depreciation

(Increase)! decrease in sbon-term assets
Increase in interest receivable
Decrease in fees receivable
Increase in debtor.;
Increase in stoclt
Increase in wtcleared effects
Increase in inter-ACSI accounts

IncreaseI (decrease) in short-term liabilities
Decrease in interest payable
Decrease in b1Ide & otber creditor.;
Increase in suspense account
Increase in taxation - peJSOnnel income ta.~

Total funds pnnided from operating aetnities

21 Reconciliation ofcosh movements during the year

Opening balance - 01/01/02

Net (decrease) in cash balance during the year

Ending balance - 31112102 (Note 3)

2002

6.19~.096.73

250.675.11

657.202.77

7.101.97~.61

(6.299.492.79)
~1.~8115 •

(~5.826.79) - i

(31.007.19) •

(5.749.39671) .

0.920.966.89) .

(13.585.20922)

(651.172.92) .

(5.154.817.84)

171.87062 .

13.142.33 .

(5.620.'117.81)

(12.104.212.42)

2002

49.212.531.65

(11,269,15851)

31,943,319.14

2001

(877.262 37)

(310.261.85)

~98.56719

(688.95703)

(1.770.~286)

(532.141 15)

335.49957

( 162.28768)
( 1548.6(987)

35.349.98

O.~2.65201)

193.12~.~

6.510.50032

281.842.60

(21.~726)

6.963.820.10

2.632,211.06

2001

37.898.23125

11.314.30640

49,212,531.65

22 General
Some of the 200 1 accounts have been re-ammgedI re-grouped. wherever nec:essaI)'. fur
comparison purposes.
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