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REPORT OF THE DIRECTORS
TO THE MEMBERS OF
VISIONFUND GHANA MICRO CREDIT LIMITED

The directors present their report and the financial statements of VisionFund Ghana Micro Credit Limited
(“the Company™) for the vear ended 31 December 2020.

Directors’ responsibility statement

The directors are responsible for the preparation of financial statements that give a true and fair view of
VisionFund Ghana Micro Credit Limited, comprising the statement of financial position at 31 December
2020, and the statements of comprehensive income, changes in equity and c¢ash flows for the year then
ended, and the notes w the financial statements which include a summary of significant accounting policies
and other explanatory notes, in accordance with International Financial Reporting Standards and in the
manner required by the Companies Act, 2019 (Act 992) and the Non-Bank Financial Institutions Act, 2008
(Act 774). In addition, the directors are responsible for the preparation of the report of the directors.

The directors are also responsible for such internal control as the directors determine is niecessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or error,
and for maintaining adequate accounting records and an effective system of risk management.

The directors have made an assessment of the ability of the Company to continue as a going concern and
have no reason to believe that the business will not be a going concern in the vear ahead.

The auditor |s responsible for reporting on whether the financial statements give a true and fair view in
accordance with the applicable financial reporting framework.

Principal sctivities

The principal activity of the Company is to provide commercially oriented microfinance services aiming to
alleviate poverty and stimulate the creation of employment apponunities for the poor particularly in areas of
World Vision Ghana operation, these include but not limited 1o providing microloans and fnancial training.
The Company is committed to strict business principles and microfinance best practices as well as to ensuring
that it makes a positive impact on the lives of the poor, especially women and children.

There was no change in the nature of business of the Company during the year.

Holding company

The company is 90% owned by VisionFund International. a company incorporated in California, United
States of America.

Financial statements

The financial results of the Company for the years ended 31 December 2020 and 31 December 2019 are set
out in the financial statements, highlights of which are as follows:

2020 2019

GH¢ GH¢
Lioss before tax (764,199) (4,190,728)
Loss after tax {573,149) (2.864,629)
Total assets 48,675304 44,479,155
Total liabilities 37174801 36,222,268
Total equity 11,500,503 8,256,887

The directors do not recommend the payment of dividend for the year ended 31 December 2020 (2019+ Nil)

The directors consider the state of the Company*s affairs to be satisfactory.



REPORT OF THE DIRECTORS
TO THE MEMBERS OF
VISIONFUND GHANA MICRO CREDIT LIMITED (CONT'D)

Particulars of entries in the Interests Register during the financial year

No director had any interest in contracts and proposed contracts with the Company during the year under
review, hence there were no entrigs recorded in the Interests Register as required by 194(6),195(1)(a) and 196
of the Companies Ac¢t 2019, (Act 992).

Corporate social responsibility
The Company did not undertake any Corporate Social Responsibility (CSR) programmes during the year
(2019: Nil)

Capacity building of directors to discharge their duties

On appointment to the Board. directors are provided with full, formal and tailored programmes of induction,
to enable them gain In-depth knowledge about the Company's business, the risks and challenges faced, the
economic knowledge and the legal and regulatory environment in which the Company operates. Programmes
of strategic and other reviews, logether with the other training programmes provided during the year, helps to
ensure that directors continually update their skills, knowledge and familiarity with the Company's
businesses. This further provides insights about the industry and other developments to enable them
effectively fulfil their role an the Board and commitiees of the Board,

Audir fees _
The audit fee for the year is GH¢ 150,000 (2019: GH¢ 150,000,

Approval of the report of the directors

The report of the directors of VisionFund Ghana Micro Credit Limited. was approved by the board of
directors on ... 5. 2 5.0 S 2021 and signed on their behall by;

%L‘hf L-_ D| L_lf-]- G&‘\.Aﬂ{} rébd -E--L-e»l\.ﬁ__ H&* ICL(J;

Mame of Director Name of Director

Signature Signature



KPMG

To the Members of VisionFund Ghana Micro Credit Limited

INDEPENDENT AUDITOR’S REPORT

Reporton the Audit of the Financial Statements

{pintori

We have audited the financial statemems of VisionFund Ghana Micro Credit Limited (“the Company™), which
comprise the statement of financial position ar 3| December 2020, and the statements of comprehensive
income, changes in equity and cash flows for the vear then ended, and the notes 1o the financial statements
which include a summary of significant accounting policies and other explanatory notes , a5 set out on pages 8 to
61

In our opinion; the accompanying financial statements give s true and fair view of the Fnancial position of the
Company ot 31 December 2020, and of its linancial performance and cash flows for the vear then ended in
accordance with International Financial Reporting Standards and in the manner réquired by the Companies Act,
2019 (Act 992) ) and the Non-Bank Financial Institutions Act, 2008 (Act 774),

Hases for Optiion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Awditor'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’ Infernationyl Cade of Ethics for Professional Accountants (inchating
International Independence Standards) (TESBA Cude) | together with the ethical requirements that are relevant
W our audit of the financial statements in Ghana and we have fulfilled our other ethical responsibilities in
sccordance with these requirements and the [ESBA Code We believe that the audit evidence we have obained
is sufficient and appropriate lo provide a basis for our opinion.

Key Audit Marrers

Key mdit matters are thuse matters that, in our professional judgment, were of most significance in our sudit of
the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming dur opinion thereon, and we do mot provide a separate opinion
on these matters,

Impairment loss on loans and advances - Refer (o Note 16 of the financial statements

The key audit matter How the matter was addressed in our audit

The Company’s impairment loss on loans and Cur audit approach focused on evaluating the

advances was GHe 4 miliion a1 31 December 2020.  |appropriateness of the accounting policies based on the
requirements of [FRS 9, our business understanding and
There is an inherent risk relating to impainwent loss  |industry praciice

on loans and advances due to the significant

measurement uncertainty and the estimates tha * We obtained an understanding of management's
involve subjective judgments that are difficult to process and the controls implemented in computation of
cormobirate. impairment on loans and advances and investments.

* We evaluated the reasonableness of management’s key
judgements and ¢stimates made in adopting IFRS 9,
including selection of methods, models, assumptions and

dati sources to conclude on reasonableness.
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KPMG

To the Members of VisionFund Ghana Micre Credit Limited (cont'd)

INDEPENDENT AUDITOR'S REPORT

Impairment loss on loans and advances (cont'd) - Refer to Note 16 of the financial statements

The key audit matter How the matter was addressed In our audit
Given the inherent subjectivity and judgment involved [+ We performed ageing of outstanding loan balances as at
in estimating the impairment allowance and the 31 December 2020 1o assess if loan balances have been

material nature of the balance, we considered the: categorised in the right ageing bracket.

impairment of loans and advances (o be 8 kev audit [+ We assessed whether cash collaterals on oustanding
matter in our audit of the financial statements. balances have been adequately considered In the
detenmination impairment,

» We reviewed the related disclosures and assessed s
consistency with relevant standards.

iMher infermtion _

The Directors are responsible for the other information. The other information comprises the Repor of the
Directors as required by the Companies Act, 2019 (Act 992) and Corporate Informiation but does not inelude the
linancial statements and ouranditor’s repoit thereon,

Cur gpinion on the financial statemenis does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,

in doing so, consider whether the other information is materially inconsistent with the financial statements or our
kmowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other informarion, we are required 10 repon
that fact. We have nithing to report in this regard.

Responyibilities of the Diréetors for the Financial Statemenry

The Directors are responsible for the preparation of finmncial statements that give @ true and fair view in
accordance with Internationa) Financial Reporting Standards and in the manner required by the Companies Act,
2019 (Act 992) and the Non-Bank Financial Institutions Act, 2008 (A<t 774), and for such internal control as the
[itrecters determine is necessary to enable the preparation of Mnancial statements that are free from material
misstatement, whether dug to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company’s ability to
continue 45 @ going concern, disclosing, as applicable, matters relaled 1o going concern and using the going
concern basis of accounting unless the Diréctors either intend to liguidate the Company or to cease operations,
or have no realistic alternative but to do sa,

The Directors are responsible [or overseeing the Company's fimancial seporting process,

Auditor’s Resporsibilities for the Audit of the Financial Statemeénts

Our objectives are to oblain reasonable assurance about whether the financial statements a5 a whole are free
from material misstatement. whether due to fraud or error; and to issue an auditor’s repont that includes our
opinmion. Reasonable assurance 15 a high level of assurance, but is not o guarantee that an audit conducred in
accordance with ISAS will alwavs detect a material misstatement when it exists, Misstatements can arise from
fraud or ervor and are considered material if, individually orin the ageregate, they could reasonably be expected
to infleence the economie decisions of users taken on the basis of these financial statements.
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KPMG

To the Members of VisionFund Ghana Micro Credit Limited (cont'd)

INDEPENDENT AUDITOR'S REPORT

As part-of an audit in accordance with ISAs. we exercise professional judgment &nd mamiain professional
seepricism throoghout the audit We alsp:

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

* Obtain an understanding of intermal control relevint to the audil in order 10 design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company's internal control.

* Evalmate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by Directors.

* Conclude on the appropriateness of the Directors' use of the going concern basis of accounting and, based on
[Ihe audit evidence obmained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company's ability to continue as a going concern. If we conclude that a material
unceriainty exists, we are required to draw attention in ouwr aoditor’'s report to the related disclosores in the
financial statements or, if such disclosures are inadequate, 10 modify our opinion. Our conclusions are based on
the audit evidence obiained up to the date of our auditor’s report. However, future evenrs or conditions may
cause the Company to cease 10 cORLMUE 35 3 goiNg condetn,,

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

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

‘We alse provide the Directors with a statément that we have complied with relevant ethical réquirements
regarding independence, and communicate with them all relationships and other matters thit may reasonably be
thought to bear on our independence, and where applicable, actions taken to eliminate threats or safeguards
applied.

From the matters commumicated with the Directars, we determiing those matters that were of most significance in
the audit of the financial statements of the currem period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances. we determine that @ matier should not be communicated i our repart
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.
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KPMG

To the Members of VisionFund Ghana Micro Credit Limited (cont'd)

INDEPENDENT AUDTOR'S REPORT

Report on Other Legal and Regulatory Reguirements
Compliance with the requirements of Section 137 of the Companies Act, 2019 (Acr 992 and Section 27 nf the
Newt-Buank Finaencial Institutions A¢t, 2008 (et 7741

We have obrained all the information and explanations which, 1o the best of our Knowledge and belief were
necessary forthe purpase of our audit,

In our opinion, proper books of account have been kept, so far as appears from our examination of those books:

The stmements of financial position and comprehensive income are In sgreement with the accounting records
and returns.

Weare independent of the Company under audit pursuant to Section 143 of the Companies Act, 2019 (Act 992),

The Company’s transactions were within its powers:

The engagement partner on the audit resulting In this independent guditor’s report is Frederick Nyan Dennis
(ICAG/M1426)

Keme

For imd on behalf of:

KPMG: (ICAG/F/2021/038)
CHARTERED ACCOUNTANTS
13 YIYTWA DRIVE. ABELENKPE
POBOX GP 242

ACCRA
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VISIONFUND GHANA MICRO CREDIT LIMITED
STATEMENT OF FINANCIAL POSITION
AT 31 DECEMBER 2020

Note 2020 2019
GH¢é GH¢
ASSETS
Peferred income tax assets 15(&) 1,652,750 1461700
Property and egquipment 14 2,337,350 5,078,116
Intangible assets 15 18.703 102,367
Loans and advances 16ia) 30,830,467 30,653,856
Investment securities 17{a) 5,181,480 2.938429
Other receivables 18 965,495 880,745
Due from related party 25{e) 112,000 -
Current income fax assets 13{c) 931,421 725,269
Natipnal fiscal stabilisation levy 13(d) 85.556 56,363
Cash and bank balances g 6,560,082 4,578.310
Total Assets 48.675.304 44,479,155
EQUITY AND LIABILITIES
Equity
Stated capirtal 20fa) 1.758.037 7,758,037
Deposn for shares 20(¢) 6,939,630 3,122,865
Retained earnings (3,197.164) (2,624,01%)
Total equity 11,500,503 8,256,887
Liahilities
Lease habilities 2div) 926,583 1,185,205
Loans and borrowings 21 23,241,524 253,336,154
Collateral deposits 22 9375416 8,800,917
Due to related party 25(d) 1,650,987 1,042,603
Other payables and accruals 3 1,971,289 1,856,689
Total liabilities 3T A74,801 36,222,268
Total equity and liabilities lﬂ.ﬁ?éﬂdl MIJ'J&IE!
e
%W Soes

These financial statements were approved by the Board of Directors.on ©......
signed on its behalf by

- yron (A BT :
Name ufﬂimlnr:gc NED 2 Name of Director: | é"‘j = éLf\_‘L M"‘ ety
Signature; %ﬁ Signatu rt:_b——f____f—w-r-h

Thi hotes on pages 13 to 61 ave an Integral part of these financial statements,

icac 22 and are




VISIONFUND GHANA MICRO CREDIT LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2020

Note 2020 2019
GHe GHe
Interest income calculated using the effective interest method 7 26,143,064 25945331
Interest expense 21 (aiii} (7,803,852} (6,073,845)
Net interest income 18339212 19,871,486
Fee and commission income 8 384319 243,774
Revenue 18,923,731 20,115.260
Net exchange gain/ (loss) 9 67,048 (69,778)
Orther income i 623,842 236508
Impairment charge on loans and advances 16 (b (859,568) (1,318,623
Impairment release/(charge) on investment securities 171h) B23.091 (2,743,445)
Impairment release/(charge) on bank balances 19 (b} Jl6512 (316,512)
Personne| expenses 1 (12,288,870) (11,750,560)
Depreciation 14 (765,434) (780,345)
Amortisation |5 (83.664)  (148,329)
Interest expénse on lease liability 24(il) (158,038) (197,085)
Orther adminisirative expenses 12 (1.362,825) (7.220.616)
Loss before national fiscal stabilisation levy and income tax expense (764.199)  (4,190,728)
Income tax credir 13¢a) 191,050 1.326.009
Loss for the year

Other comprehensive income
Total comprehensive income for the vear

The notes om pages 13 to 61 are anintegral part of these financial statements

(573,149)

(2,864,629)

(573.149) _ (2.864.629)

R4S



VISIONFUND GHANA MICRO CREDIT LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020

Stated Deposit for Retained  Total Equity

Capital shares carnings

GH¢ GH¢ GHe GHe
Balance at | January 2019 7,738,037 2,836,766 240,614 10,835,417
Toral comprehensive income
Loss for the year - - (2,864,629) (2.864,629)
Total comprehensive income - - (2,864,62%)  (2.864,629)
Transactiom with owners of the company
Deposit for shares - 286,009 - 286,099
Total transactions with owners . 286,009 - 286.099
Balance @t 31 December 2019 7.75&0&7 EEIIIE (2,624,01 St 8,256.887
Balance at 1 January 2020 7,738,037 3122865 (2624015 8.256,887
Toral comprehensive income
Laoss for the vear - s (573,149) (573,149)
Total comprehensive income - - (573.149) {573.149)
Transactions with owners of the company
Deposit for shares - Conversion of loan to equity - 2,836,723 - 2,836,723
Deposit for shares - Cash - 580.042 - 980.042
Total transactions with owners i 3816765 - 3,816,765
Balance at 31 December 2020 7,758,037 E.ﬂJgiﬂﬂ (3,197,164} 11,500,503

The notes on pages 13 ta 61 are an integral part of these financial statements.




VISIONFUND GHANA MICRO CREDIT LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2020

Note 2020 019
GHe GHe¢
Cash Now from operating activities
Loss after tax (373.149) (2.864.629)
Adiustments for:
Depreciation 14 763,434 780,345
Amaortisation I5 83,6064 148,329
Laoss on the disposal of property and equipment (b} - l61.663
Write - off of property and equipment 14 52,229 -
De-recognition of right-of-use assets” 14 27,380 -
Interest income on investment securities” 2 (509,995} (241.836)
Interest expense on related party loan 21{aii} 7327178 5628368
Interest expense on lease liabilities 24(ii) {58,058 197.086
Effect of movements in exchange rates on cash held (3531 3446
Income tax credit 13(a) (190,050  (1,326,099)
Impairment charge on loans and advances 16(b) 859,568 1,318,625
Impairment (release)/charge on investment securities 173 (B23.091) 2,743,445
7.067 694 6,548,743
Changes in:
Loans and advances 10 customers® | 6{a) (1,036,179) (5828.781)
Other receivables 12 (84,7500 (306,338)
Due from related party 25(e) (112.000% g
Other payables and accruals 23 114,600 1.001,504
Due to related pany 25(d) 617,384 054,293
Collateral deposits 22 574,490 1,531,826
T 041,248 3,401,247
National fiscal sabilisation levy paid 13(d) (26.193) (12,720)
Income tax paid 13(¢) {202,152) (131,438)
Interest paid on lease labillties 24(v) (158,058) (177.5332)
Net cash generated from operating activities 6.751.845  3.079.557
Cash fMlows from investing activities
Purchases of property and equipment® 14 (229.918) (458,060
Additions to right-of-use assets® 14 (635,016) -
Purchases of intangible assets 15 . (21,6135}
Proceeds from disposals of property and equipment t4(b) - 31,997
Purchase of investment securities’ (5,000,000 (4,000,000)
Proceed from matred investment securities 5,206,558 2,180,718
Interest received on invesiment securities U36,080 126,768
Net cash generated from/(used in) investing activities 847704  (2,130,192)




VISIONFUND GHANA MICRO CREDIT LIMITED
STATEMENT OF CASH FLOWS (CONT'D)
FOR THE YEAR ENDED 31 DECEMBER 2020

Note 2020 2019
GHe GHe
Cash flows from financing activities
Proceeds from deposit for shares 20(c) 980.042 286,099
Proceeds from borrowings from VFI 21{aii) 2,723,350 455,723
Proceeds from borrowings from UINICEF 21 - 193,88+
Interest paid on related party loan 21 (=) (7.208435) (5.574,567)
Principal lease repayments 24(v) (68.663) -
Net cash wsed in financing activities [3,573,706) (4.638.861)
Net increase/(decrease) in cash and cash equivalents 4,025,843 (3.689.496)
Effect of movements in exchange rates on cash held 8,532 (3,448)
Cash'and cash equivalents at beginning of yéar 19 4,578,310 Bi27).252
Cach and cash equivalents at end of year i 8,612,685 4,578,310

@ - This excludes the portion de-recognised in lease liability amounting to GHg 226,669 as presented in Note
24(v).

b - This excludes interest income of GH¢ 52,603 for an investment with original maturity less than 3 months

froim date of purchase. The investment is accounted for as part cash and cash equivalent in the statement of
cash Aow,

¢ - This excludes movemeént in impairment allowance on loans and advances of GHe 859,568 (2019 GHe
1.318.625)

d - Purchases of property and equipment excludes addition to right-of-use asset GHe 101,028 (2019:GHg
59.428)

€ - Additions to right-of-use assets is only made up of advance payments for lease arrangements,

f - This excludes purchase of investment amounting to GHg 2 million for investment with an original maturity
less than 3 months from date of purchase. The investment is accounted for as part cash and cash equivalent in
the statement of cash flow.

The notes on pages 13 1w 61 are an Integral part of these financial statements.
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

REPORTING ENTITY

VisionFund Ghana Micro Credit Limited (The Company) is a microfinance institution (MFI) that was
incorporated on 29 January 2013 by VisionFund International and World Vision Ghana (WVG) and
granted the certificate to commence business by the Registrar of Companies on 30 January 2013. The
Company took over the management, assets, liabilities and operations of the Association of Progressive
Entrepreneurs in Development (APED) on 01 November 2013, The Licensing to operate a Non-Bank
Financial Institution (Microfinance —Money Lending, Non Deposit taking) was granted by the Bank of
Ghana on 25 July 2015, The Company is domiciled in Ghana and its registered address is 17 Aprotech
Street, Adema, Accra. These financial statements comprise the Individual financial swtements of the
Company.

BASIS OF ACCOUNTING

These financial statements have been prepared in accordance with Intemational Financial Reporting
Standards and in 2 manner required by the Non-Bank Financial Institutions Act, 2008 (Act 774) and the
Companies Act, 2019 (Act 992),

Basis of Measurement
The financial statements have been prepared on the historical cost basis.

Functional and presentation currency
These financial statetnents are presented in Ghana Cedis, which is the Company's functional currency. All
amounts have been rounded to the nearest Ghana Cedi, except when otherwise Indicated.

Use of judgements and estimates

In preparing these financial statements, management has made judgements, estimates and assumptions that
affect the application of the Company s accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual resulls may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions fo estimates are
recognised prospectively,

Assumptions and estimation uncertainties
Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment is included in the following notes:

Notes Hivii) © impairment of financial instruments: detérmination of inputs inte the ECL measurement
model, including key assumptions used in estimating recoverable cash flows and incorporation of forward-
looking information.

Measurement of fair values

A number of the Company’s accounting policies and disclosures require the determination of fair values
for financial and assets and liabilities,

When measuring the fair value of an asset or a liability, the Company uses market observable data as far
as possible. Fair values are categorised into different levels in a fair value hierarchy based on the inputs
used in the valuation techniques as follows:

13
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

BASIS OF ACCOUNTING (CONT'D)

Measurement of fair values

- Leve] 1: quoted prices (unadjusted) in getive markets for identical assets or liabilities.

- Level 2: inputs other than quoted prices included in Level | that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived from prices).

= Level 3: inputs for the asset or liability that are not based on observable market date (unobservable
Inputs).

In some cases, if the inputs used to measure the fair valu¢ of an asset or & liability are categorised in
different levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in
the same level of the fair value hierarchy as the lowest level input that Is significant to the entire
measurement.

The Company recognises transfers between levels of the fair value hierarchy at the end of the reporting
period during which the change has ocourred.

Further information about the assumptions made in measuring fair value is included in Note 6,

SIGNIFICANT ACCOUNTING POLICIES

The Company has consistently applied the following significant accounting policies to all periods
presented in these financial statements,

Foreign Currency

Fareign currency transactions

Transactions in foreign currencies are translated and recorded in Ghana cedis at the actual exchange rates
as of the date of the transaction,

Monetary assets and liabilities denominated in foreign currencigs are translated into the functional
currency at the exchange rate al the reporting date. The foreign currency gain or loss on monetary items is
the difference between the amortised cost in the functional currency at the beginning of the vear, adjusted
for effective interest, impairment and payments during the year, and the amortised cost in the foreign
currency transiated at the spot exchange rate at the end of the year.

Non-monetary assets and liabilities that are measured at fair value in 8 foreign currency are translated into

the functional currency at the exchange rate when the fair value is determined. Non-monetary items that
are measured based on historical cost in a foreign currency are ranslated at the exchange rate ar the date
of the transaction.

Foreign currency differences arising on transiation are generally recognised in profit or loss

Interest

Effective interest rate

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

— the gross carrying amount of the financial asset; or
— the amortised cost of the financial liability,
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Interest (cont'd)

Effective interest rate (cant'd)

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

The calculation of the effective interest rate includes transaction costs and fees and points paid or received
that are an integral part of the effective interest rate. Transaction costs include incremental costs that are
directly attributable 10 the acquisition or issue of a financial asset or financial liability.

Amortised cost and gross carrving amount

The *amortised cost’ of a [inancial asset or fnancial liability is the amount at which the financial asset or
financial liability is measured on initial recognition minus the principal repayments, plus or minus the
cumulative amortisation using the effective interest method of any difference between that initial amount
and the maturity amount and, for financial assets, adjusted for any expected credit loss allowance. The
‘gross carrying amount of a financial asset’ Is the amortised cost of a financial asset before adjusting for
any expected credit loss allowance;

Caleulation of interest income and expense

The effective interest rate of a financial asset or financial liability is calculated on initial recognition of a
financial asset or a financial liability. In calculating interest income and expense, the effective interest rate
is applied to the gross carrying amount of the asset (when the asset is not credit impaired) or to the
amortised costof the liability.

However, for fimancial assets that have become credit-impaired subsequent to initial recognition, interest
income is calculated by applying the effective interest rate to the amortised cost of the financial asset. If
the asset is ne longer credit-impaired, then the calculation of interest income revens 10 the gross basis.

For financial assets that were credit-impaired on initial recognition, intérest income is calculated by
applying the credit-adjusted effective interest rate 1o the amortised cost of the asset. The calculation of
Interest income does not revert to 8 gross basis, ever if the credit risk of the asset improves,

Presentation

Interest income caleulated using the effective interest method presented in the statement of comprehensive
income inclodes:

— interest on loans and advances
— interest on staff loans
— interest on investment securities

Interest expense presented in the smatement of ¢comprehensive income includes:
— interest expense on related party loans;
— interest expense on lease liabilities.

Fees and commissions

Fee and commission income and expense that are imtegral to the effective interest rate on a financial asset
or financial liability are included in the effective interest rate (see (38)),
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Fees and commissions (cont’d)

If & loan commitment is not expected to tesult in the draw-down of a loan. then the related ioan
commitment fee is recognised on a straight-line basis over the commitment period

Other fee and commission income — including passbook fees, cliem register fees, commission on
microensure and other commission income are charged to the customer's account when the transaction
takes place. Revenue related to transactions is recognised at the point in time when the transaction takes
place.

Leases
Al inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is,

or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration;

Company acting as a lessee

Al commencement or on modification of a contract that contains a lease component, the Company
allocates consideration in the contract 1o each Jease component on the basis of its relative standalone
price.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date, The
right-of-use asset is inltially measured at cost. which comprises the Initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct costs
incurred and an estimate of costs to dismantle and remove any improvements made 1o branches or office
premises,

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement
date to the end of the lease term, In addition, the right-of-use asset is periodically
reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease Hability,

The lease Tiability is initially measured at the present value of the lease payments that are not paid at the
commencement date. discounted using the interest rate implicit in the lease or, if that rate cannot be
readily determined, the Company's incremental borrowing rate. Generally, the Company uses s
mcremental borrowing rate as the discount rate,

'he Company determines Its incremental bormowing rate by analysing its borrowings from various external
sources and makes certain adjusiments to reflect the terms of the lease and type of asset leased.

Lease payments included in the measurement of the lease liability comprise the following:

— fixed payments, including in-substance fixed payments;

— variable lease payments that depend on an index or a rate, initinlly measured using the index or
rate a5 at the commencement date;

— amounis expected to be payable under a residual value guarantee; and

— the exercise price under a purchase option that the Company is reasonably certain to exercise,
lease payments in an optional renéwal period if the Company is reasonably cerfain to exercise an
extension option, and penalties for early termination of a lease unless the Company is reasonably
certain not to terminate éarly,
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Leases(cont'd)
Company acting as a lessee (cont'd)

The lease [iability 1s measured at amortised cost using the effective interest method. [t is remeasired when
there is a change in future lease payments arising from a change in an index or rate, if there is a change in
the Company’s estimate of the amount expected 10 be payable under a residual value guaramee, if the
Company changes its assessment of whether it will exercise a purchase. extension or termination option or
if there is arevised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made 1o the carrying
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use
asset has been reduced to zero.

The Company presents right-of-use assets in “property and equipment’ and lease liabilities in ‘lease
liabilities" in the statement of financial position.

Short-term leases and leases of low-value assets
The Company has elected not to recognise right-of-use assets and lease lishilities for leases of low-value

assets and short-term leases. The Company recognises the lease payments associated with these leases as
an expense on a straight-line basis over the lease term,

Income tax

Income tax expense comprises current and deferred tax. I is recognised in profit or loss except to the
extent that it relates to items recognised directly in equity or in other comprehensive income.

Current Income tax

Current income tax comprises lhe expected tax pavable or receivable on the taxable income or loss for the
vear and any adjustment to the tax pavable or receivable in respect of previous years. The amount of
current income tax payable or receivable is the best estimate of the tax amount expected to be paid or
received that reflects uncertainty related 1o income taxes, ifany. [t is measured using tax rates enacted or
substantively enacted at the reporting date.

Deferred income tax

Deferred income tax is recognised in respect of temporary differences between the carrving amounts of

‘assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred

tax is not recognised for the following temporary differences:

- temporary differences on the initial recognition of assets or liabilities in a transaction that is not a
business combination and that affects neither accounting nor taxable profit or loss:

- temporary differences related to investments in subsidiaries to the extent that the Group is able

to control the fiming of the reversal of the temporary differences and it Is probable that they will

not reverse in the foreseeable future; and

- taxable temporary differences arising on the initial recognition of goodwill.
Deferred income tax assets are recognised for umused tax |osses, unused fax credits and deductible

temporary differences to the extent that it is probable that future taxable profits will be available against
which they can be used. Deferred income tax assets are reviewed at each reporting date and are reduced

1o the extent that it is no longer probable that the related 1ax benefit will be realised; such reductions are

reversed when the probability of future taxable profits improves,
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
'FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
Income tax (cont'd)
Deferrved income tax (cont'd)

Unrecognised deferred tax assets are redssessed at each reporting date and recognised 1o the extent that it
has become probable that future taxable profits will be available against which they can be used.

Deeferred tax is measured at the tax rates that are expected to be applied to the emporary ditferences when
they reverse, using the 1ax rate enacted or substantively enacted at the reporting date,

The measurement of deferred tax reflects the iax consequences that would follow from the manner in

which the Company expects, at the reporting date, 10 recover or settle the carrying amounts of its assets
and liabilities.

Deferred tax assets and liabilities are offset anly if certain eriteria are met.

Employee benefits

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A Hability is recognised for
the amount expected to be paid if the Company has a present legal or constructive obligation to pay this
amount as a result of past service provided by the employee and the obligation can be estimated reliably.

Defimed contribution plans

Sacral security contributions

The Company contributes to the defined contribution scheme (the Social Security Fund) on behalf of
employees,

The Company operates the two-tier pension scheme, Contributions by the Company to the mandatory tier
one and tier two schemes are determined by law: currently the emplover contributes 13% of emplovee
basic salary while employee contributes 5.5%.

Out of the total contribution of 18.5%, the Company remits 13.5% 1o Social Security and National
Insurance Trust towards the first tier pension scheme. The Company remits the remaining 5% to a
privately managed scheme by Petra Trust Limited under the mandatory second tier.

Provident fund

The Company contributes 10% of an employee's basic salary into a provident fund for staff. This is a
defined contribution scheme under the management of an external fund manager appointed by the

Trustees.
Froperty and Equipmen!

Recognition and measurement
ltems of property and equipment are measured at cost less accumulated depreciation and any accumulated

“impairment losses,

If significant parts of an item of property and equipment have different useful lives. then they are
accounted for as separate items (major components) of property and equipment.

Any gain or loss on dispesal of an item of property and equiprent is recognised within other income in
profit or loss,
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
Property and Equipment

Subsequent costs _

Subsequent expenditure is capitalised only if it is probable that the future economic benefits associated
with the expenditure will flow to the Company, Ongoing repairs and maintenance are expensed as
incurred.

Depreciation

Depreciation is calculated to write off the cost of items of property and equipment Jess their estimated
residual values using the straight-line method over their estimated useful lives, and is generally recognised
in profit or loss. Land is not depreciated.

The estimated useful lives of property and equipment for the current and comparative periods are
as follows:

Rate
Mator vehicles/cycles 20%
Furniture and firtings 12.50%
Computer equipment 25%
Difice equipment 33%
Right-of-use asset 310 8 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.

Financial assets and financial liabilities

Recognifion and initial measuremeni

The Company initially recognises loans and advances, collateral deposits, investment securities on the
date on which they are originated. All other financial instruments (including regular-way purchases and
sales of financial assets) are recognised on the trade date. which is the date on which the Company
becomes a party to the contractual provisions of the instrument,

A financial asset or financial liability is initially measured at fair value plus, for a financial asset or
financial liability not measured at FVTPL. transaction costs that are directly attributable to its acquisition
or issue,

Classification

Financial assets
On initial recognition. a financial asset is classified as measured at amortised cost,

A linancial asset is measared at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

- the asset is held within a business model whose objective s 10 hold assets 1o collect contractual cash
fows; and

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




VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
Financial assets and financial linbilities
Classification fcont'd)

Business model assessment

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

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

- how the performance of the portfolio is evaluated and reported 10 the Company's management;

- the risks that affect the performance of the business model {and the financial assets held within that
business model) and how those risks are managed;

- how manggers of the business are compensated - ¢.g. whether compensation is based on the fair value of
the assets managed or the contractual cash flows collected: and

- the frequency, volume and timing of sales in prior periods, the reasons for such sales and expectations
aboul future sales activity. However, information about sales activity is not considered in isolation; but as

part of an overall assessment of how the Company’s stated objective for managing the financial assets is
achieved and how cash flows are realised.

Assessment whether contractual cash flows are solely paymenty of principal and interes:

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

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

- contingent events that would change the amount or timing of cash Nows;

- erera_ge features;

= prepayment and extension features;

- terms that limit the Company's claim to cash flows from specified assets - e.g. non-recourse assel
arrangeéments; and

- features that modify considerdtion of the time value of money - e.g. periodic reset of interest rates.
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'IY
Financial assets and financial liabilities (cont'd)
Classification fcont'd)

Assessment whether contractual cash flows are solely pavments of principal and interestfcont'd)

The Company holds a portfolio of long-term fixed-rate loans for which the Company has the option to
propose 10 revise the interest rate at periodic reset dates. These reset rights are limited to the market rate at
the time of revision. The borrowers have an option to either accep! the revised rate or redesm the loan at
par without penalty. The Company has determined that the contractual cash flows of these loans are SPPI
because the option varies the interest rate in a way that is consideration for the time value of money. credit
risk, other basic lending risks and costs assoctated with the principal amount outstanding.

Reclassifieaiion
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the
company changes its business model for managing financial assets.

Derecognition

Financial assets

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

On derecognition of a financial asset. the difference between the carrving amount of the asset (or the
carrying amoont allocated to the portion of the asset derecognised) and the consideration received
{including any new asseét obtained less any new Hability assumed) is recognised in profit or loss,

Financial labilities
The Company derecognises a financial lability when its contractual obligations are discharged or

‘¢ancelled, or expire,

Medificarions of financial assets and financial liabilities

Finanetal assots
If the terms of a financial asset are modified. then the Company evaluates whether the cash flows of the
modified asset are substanually different,

I£the cash Mows are substantially different. then the contractual rights ro cash lows from the original
financial asset are deemed to have expired. In this case. the original financial asset is derecognised
(see (iii)) and # new financial asset is recognised at fair value plus any eligible transaction costs. Any
fees received as part of the modification are accounted for as follows:

- fees that are considered in determining the fair value of the new asset and fees that represent
reimbursement of eligible transaction costs are included in the initial measurement of the asset; and
- other fees are included in profit or loss as part of the gain or loss on derecognition.
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
Financial assets and financial liabilities (cont'd)
Mudifications of financial assets and financial liabilities (cont'd)

Financial assets (cant'd) o

If cash flows are modified when the borrower is in financial difficulties, then the obiective of the
modification is usually fo maximise recovery of the original contractual terms rather than 1o ariginate a
new asset with substantially different terms. 17 the Company plans to modify a financial asset in a way that
would result in forgiveness of cash Rows, then it first considers whether a portion of the asset should be
written off before the modification takes place (see below for write=off policy). This approach impacts the
result of the quantitative evaluation and means that the derecognition criteria are not usually met in such
cases,

If the modification of a financial asset measured at amortised cost does not result in derecognition of the
financial asset, then the Company first recalculates the gross carrying amount of the financial asset using
the original effective interest rate of the asset and recognises the resulting adjustment as a modification
gain or loss in profit or loss. Any costs or fees incurred and modification fees received adjust the gross

carrying amount of the modified financial asset and are amontised over the remaining term of the modified
linancial asset.

If'such a modification is carried out because of financial difficulties of the borrower, then the gain or loss

is presented together with impairment losses, In other cases, it is presented as inferest income calculated
using the effective interest rate method (see (3B)),

Financial liabilities

The Company derecognises a financial liability when its terms are modified and the cash flows of the
modified liability are substantially different. In this case, a new financial liability based on the modified
terms is recognised at fair value. The difference between the carrying amount of the financial liability
derecognised and the consideration paid Is recognised in profit or loss. Cansideration paid includes non-

financial assels transferred, if any, and the assumption of liabilities, including the new modified financial
liability.

If the modification of a financial liability is not accounted for as derecognition, then the amortised cost of
the liability is recalcufated by discounting the modified cash flows at the original effective interest rate and
the resulting gain ur loss is recognised in profit or loss, Any costs and fees incurred are recogmsed as an

adjustment 1o the carrying amount of the Hability and amonised over the remaining term of the modified

financial liability by re-computing the effective interest rate on the instrument,

Offsetting
Financial assets and financial liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Company currently has a legaily enforceable right to set off

the amounts and it intends either to settle them on a net basis or to realise the asset and settle the liability
simultaneously.

Income and expenses are presented on a net basis only when permitted under IFRS Standards,
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
Financial assets and financial liabilities (cont'd)
Fair value measurement

‘Fair value' is the price thar would be received to sell an asset or paid to transfer a lability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the
most advantageous market to which the Company has access af that date. The fair value of a liability
reflects its non-performance risk.

When one is available, the Company measures the fair value of an instrument using the quoted price in an
active market for that instrument. A market is regarded as “active’ if transactions for the asset or Hability
take place with sufficient frequency and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Company uses valuation technigues that maximise
the use of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation
technique incorporates all of the factors that market participants would take into account in pricing a
transaction.

The best evidence of the fair valug of a financial instrument on initial recognition is normally the
transaction price — i.e. the fair value of the consideration given or received If the Company determines
that the fair value on initial recognition differs from the transaction price and the fair value is evidenced
neither by 4 quoted price in an active market for an identical asset or liability nor based on a valuation
technique for which any unobservable inputs are judged to be insignificant in relation to the difference,
then the financial instrument is initially measured at fair value, adjusted to defer the difference between
the fair value on initial recognition dnd the transaction price. Subsequently, that difference is recognised in
profit or loss on an appropriate basis over the iife of the instrument but no later than when the valuation is
wholly supported by observable market data or the transaction is closed out,

Portfolios of financial assets and financial liabilities that are exposed to market risk and credit risk that are
managed by the Company on the basis of the net exposure to ¢ither market or credit risk are measured on
the basis of a price that would be received to sell a net long position (or paid to transfer a net short
position) for the particular risk exposure. Portfolio-level adjustments — e.g. bid-ask adjustment or credit
risk. adjustments that reflect the measurement on the basis of the net exposure — are allocated to the
individual assets and liabilities on the basis of the relative risk adjustment of each of the individual
instruments in the portfolio,

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

Impairment

The Company recognises Expected Credit Loss (ECL) on the following financial instruments that are not
measured a1 FVTPL

- financial assets that are debt instruments;

The Company measures loss allowances at an amount equal to lifetime ECL, except for the following, for
which they ar¢ measured as 1 2-month ECL:
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
Financial assets and financial liabilities (cont'd)
Impairment {cont'd)

- debt investment securities that are determined to have low credit risk at the reporting date; and

- other financial instruments on which credit risk has not increased significantly since their initial
recognition,

The Company considers 2 debt investment sgcurity to have low credit risk when its credit risk rating is
equivalent to the globally understood definition of ‘investment grade'. The Company does nol apply the
low credit risk exemption to any other financial instruments.

12-month ECL are the portion of lifetime ECL that result from default events on a financial instrument
that are possible within the 12 months afier the reporting date. Financial instruments for which | 2-month
ECL are recognised are referred 10 as “Stage | financial instruments’. Financial instruments allocated 10
Stage | have not undergone a significant increase in credit risk since initial recognition and are pot credit-
impaired.

Lifetime ECL are the ECL that result from all possible default events over the expected life of the
financial instrument or the maximum contractual period of exposure, Financial instruments for which
lifetime ECL zre recognised but that are not credit-impaired are referred to as ‘Stage 2 financial
instruments’. Financial instruments allocated to Stage 2 are those that have experienced a significant
increase in credit risk since initial recognition but are not credit-impaired.

Financial instruments for which lifetime ECL are recognised and that are credit-impaired are
referred to as *Stage 3 financial instruments”.

Measuremenr af ECL
ECL are a probability-weighted estimate of credit losses and are measured as follows:
— financial assets that are not credit-impaired at the reporting date: as the present value of all cash

shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract and
the cash flowa that the Company expects to receive);

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

When disconnting future cash Nows: the following discount rates are used:

— financial assets : the original effective intercst rate or an approximation thereof:

Restrucryred financial assets

If the terms ol a financial asset are rencgotiated or modified or an existing financial asset is replaced with
a new one due to financial difficulties of the borrower, then an assessment is made of whether the
financial asset should be derecognised (see (iv)) and ECL are measured as follows.

— If the expected restructuring will not result in derecognition of the existing asset, then the expected

cash flows arising from the modified financial asset are included in calculating the cash shontfalls from the
existing asset.
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
Financial assets and financial liabilities (cont'd)
Imipairment (cont'd)

Restrictyréed financial assels {cant'd)

— If the expected restructuring will result in derecognition of the existing asset. then the expected fair
value of the new asset is treated as the final cash flow from the existing financial asset at the time of its
derecognition. This amount 15 included in calculating the cash shortfalls from the existing financial asset
that are discounted from the expected date of derccognition to the reporting date using the original
effective interest rate of the existing financial asset,

Credit-impaired financial assets
At each reporting date. the Company assesses whether financial assets carried at amortised cost are credit
impaired (referred 1o as *Stage 3 financial assets’). A financial asset is “credit-impaired’ when one or more

events that have a detrimental impact on the estimated future cash flows of the financial asset have
cecurred.

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

- significant financial difficulty of the borrower or issuer;

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

- the restructuring of a loan or advance by the Company on terms that the Company would not consider
otherwise;

- it becoming probable that the borrower will enter bankruptey or other financial reorganisation; or

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

A Toan that has been renegotiated due to a deterioration in the borrower’s condition is usually considered
te be credit-impaired unless there is evidence that the risk of not receiving contractual cash flows has

reduced significantly and there are no other indicators of impairment. In addition, a loan that is overdue
for 90 days or more is considered credit-impaired.

Presentatipn of allowance for ECL in the statement of financial pasition
L.oss allowances for ECL are presented in the statement of financial position as follows:

— financial assets measured at amortised cost: as-a deduction from the gross camrying amount of
the assets;

Write-aff

Loans and debr securities are written off (either partially or in full) whan there is no reasonable
expectation of recovering a financial asset in its enfirety or a portion thereof. This is generally the case
when the Company determines that the horrower does not have assets or sources of income that could

generate sufficient cash flows to repay the amounts subject to the write-off. This assessment is carried ow
at the individual asset level.

Recoveries of amounts previously written off are recognised when cash is received and are included in
impairment charge in profit or loss,

Financial assets that are written ofT could still be subject to enforcement activities in order to comply with
the Company's procedures for recovery of amounts due.
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)
SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Cash and cash equivalents

‘Cash and cash equivalents’ include notes and coins on hand. bank balances and highly liguid financial
assets with original maturities of three months or less from the date of acquisition that are subject to-an
insignificant risk of changes in their fair value, and are used by the Company in the management of its
short-term commitments.

Intangible assets

Recognition and measurement

This represents acquired computer software and licenses by the Company and have finite useful lives.
They are measured at cost less accumulated amortisation and any accumulated impairment loss.

Subsequent expenditure
Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the
specific assets to which it relates. All other expenditure is recognised in profit or loss as incurred.

Amaorfization
Amortization is calculated to write off the cost of intangible assets less their estimated residual value using
the straight-line method over their estimated useful lives, and is generally recognised in profit or loss.

The estimated useful life for current and comparative periods is five (5) years for all classes intangible
asgsets. Amortisation methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

Share Capital

The Company has only one class of shares, ordinary shares. Shares are classified as equity when there is
no obligation to transfer cash or other assets, Incremental costs directly attributable 1o the {ssue of equity
instruments are shown in equity as a deduction from the proceeds, net of tax.

Impairment of non-financial assets
At each reporting date, the Company reviews the carrving amounts of its non-financial assets (other than
deferred tax asseis) to determine whether there is any indication of impairment,

For impairment testing, assets are grouped together imto the smallest group of assets that generates cash
inflows from continuing use that is largely independent of the cash inflows of other assets or CGUs.

The recoverable amount of an asset or CGU Is the greater of its value in use and its fair value less costs 1o
sell. Value in use is based on the estimated future cash flows, discounted 1o their present value using a pre
tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset or CGLY,

An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its recoverable
amount.

The Company’s corporate assets do not generate separate cash inflows and are used by more than one
CGU. Corporate assets are allocated to CGUs on & reasonable and consistent basis and tested for
impairment as part of the testing of the CGUs to which the corporate assets are allocated.

Impairment losses recognised in profit or loss in respect of CGUs are allocated to reduce the camying
amounts of the assets in the CGU on a pro rata basis;




VISIONFUND GHANA MICRO CREDIT LIMITED
NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Changes in significant accounting policies
A number of new standards are also ¢ffective from | January 2020 that do not have a material effect on
the Company's financial statements.

New Standards and Interpretations issued not vet adopted

A number of new standards, amendments 1o standards and interpretations are effective for annual periods
beginning after 1 January 2020 and have not been applied in preparing these financial statements. Those
which may be relevant 10 the Company are set ow below. The Company does not plan to adopt these
standards early. These will be adopted in the period that they become mandatory unless otherwise
indicated;

Effective for the financial year commencing | January 2021
COVID-19-Related Remt Concessions (Amendments 1o 1FRS 16)

Interest Rate Benchmark Reform — Phase 2 {Amendmenis 1o [FRS 9, 148 39, IFRS 7, IFRS 4 and IFRS
6

Effective for the financial year commencing | January 2022

Oneraus Contracts - Cost of fulfilling a Caontract (Amendment 1o [45 37)

Anval Improvements to IFRS Standards (2018 — 20204 {4mendment to IFRS 1, IFRS 9, IFRS 16 and 145
41

Property, plant and equipment: Proceeds before Intendad Use (Amendment to [AS 16)

Effective for the financial year commencing | January 2023

Classification of Liabilities as Current or Non-Currint (Ameridment to 148 1)

Definition of Avcounting Estimates (Amendment o [4S §)

Disclosure Initiative: Accounting Policies (Amendment to [AS | and IFRS Practice Statement 2)

COVID-19-Related Rent Concessions (Amendments to [FRS 16)

The amendments introduce an optional practical expedient that simplifies how a lessee accounts for rent
concessions that are & direct consequence of COVID-19. A lessee that applies the practical expedient is
not required to assess whether eligible rent concessions are lease modifications, and accounts for them in
accordance with other applicable guidance. The resulting accounting will depend on the defails of the rent
concession,

The practical expedient will only apply if:

— the revised consideration is substantially the same or less than the original consideration:

— the reduction in lease paymenis relates 10 payments due on or before 30 June 2021; (4 subsequent
amendment released in March 2021 has extended this date to 30 June 2022) and

— 1o other substantive changes have been made to the terms of the lease,

Lessees applying the practical expedient are required to disclose:

— that fact, if they have applied the practical expedient to all eligible remt concessions and, If not, the
nature of the contracts to which they have applied the practical expedient; and

— the amount recognised in profit or loss for the reporting period arising from application of the practical

expedient.
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

New Standards and Interpretations issued not vet adopred (cont'd)
COVID-19-Related Rent Concessions { Amendments to IFRS 16) (cont'd}

The original version of the practical expedient was, and remains, optional. However, the subsequent
amendment is, in effect, not optional. This is because a lessee that chose to apply the practical expedient
introduced by the 2020 amendment would have to consistently apply the extension to similar rent
concessions.

The subsequent amendment is applicable retrospectively with the cumulative effect of initially applying it
being recognised in opening retained earnings, The disclosure requirements of Paragraph 28(f)] of JAS 8
Atcounting Policies, Changes in Accounting Estimates and Errors do not apply on initia) application of
the subsequent amendment, Lessees may need to reverse previous lease modification accounting if a rent
concession was ineligible for the original practical expedient under the 2020 amendment but becomes
eligible as a resulr of the extension.

The amendments are effective for periods beginning on or after | June 2020 (the subsequent amendment
is effective on or after | April 2021), with earlier application permitted. A lessee applies the amendments
retrospectively and recognises the cumulative effect of initially applying them in the opening retained
eamings of the reporting period in which they are first applied.

Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16)

The amendments address issues that might affect financial reporting as a result of the reform of an interest
rate benchmark, including the effects of changes to contractual cash flows or hedging relationships arising
from the replacement of an interest rate benchmark with an altemative benchmark mate. The amendments
provide practical relief from certain requirements in IFRS 9, 1AS 39, IFRS 7, IFRS 4 and IFRS 16 telating
to:

— thanges in the basis for determining contractual cash fows of financial assets, financial liabilities and
lzase liabilities; and

— hedge accounting

The Company is yet 1o assess the effect of the amendments on its financial staiements,

Onerous Contracts: Cost of Fulfilling a Contract (Amendments to 1AS 37)

Amendments 10 IAS 37 Provisions. Contingent Liabilites and Contingent Assets, issued by the
International Accounting Standards Board, clarify that the 'costs of fulfilling a contract’ when assessing
whether a contract is onerous comprise both:

— the incremental costs — e.g. direct labour and materials; and

— an allocation of other direct costs — e.g. an allocation of the depreciation charge for an item of property,
plant and equipment used in fulfilling the contract..

The amendments apply for annual reporting periods beginning on or after | January 2022 to contracts
existing ar the date when the amendments are first applied. At the date of initial application, the
cumulative effect of applying the amendments will be recognised as an opening balance adjustment to

retained eamings or other component of equity, as appropriate. The comparatives will not be restated.
Earlier application is permitted.

The Company is yet to assess the effect of the amendments on its financial statements.

28

B




VISIONFUND GHANA MICRO CREDIT LIMITED
NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
New Standards and Interpretations issued not yet adopted (cont'd)
Annual Improvements to IFRS Standards 2018-2020

IFRS 9 Financial Instruments The amendment clarifies that for the purpose of performing the
10 per cent test' for derecognition of financial liabilities — in
determining those fees paid net of fees received, a borrower
includes only fees paid or received between the barrower and the
lender, including fees paid or received by either the bomower or
tender onthe other's behalf,

IFRS 16 Leases The amendment removes the illustration of payments from the
lessor relating to leasehold improvements. As currently drafied,
this example is not clear as to why such payments are not a Jease
incentive.

The amendments are effective for annual reporting periods beginning on or after | January 2022 with
earlier application permitted.

The Company is yet to assess the effect of the amendments on its financial statements,

Property, Plant and Equipment: Proceeds before Intended Use (Amendments to TAS 16)

The amendment prohibits deducting from the cost of an item of property, plant and equipment any
proceeds from selling items produced while bringing thar asset to the location and condition necessary for
it to be capable of operating in the manner intended by management. Instead, an entity recognises the
proceeds from selling such items, and the cost of producing those items, in profit or loss.

Proceeds from selling items before the related item of property, plant and equipment is available for use
should be recognised in profit or loss, together with the costs of producing those items, IAS 2 Inventories
should be applied in identifying and measuring these production costs.

Companies will therefore need to distinguish between:

— casts associated with producing and selling items before the item of property, plant and equipment Is
available for use; and

— costs associated with making the item of property, plant and equipment available for its intended use.

Making this allocation of costs may require significant estimation and judgement.

The amendments apply for aninual reporting periods beginning on or after | January 2022, with earlier
application permitted, The amendments apply retrospectively, but only to items of property, plant and
equipment made available for use on or after the beginning of the earliest period prasented in the financial
statements in which the company first applies the amendments.

The Company is vet to assess the effect of the standard on its financial statements.

Classification of liabilities as current or non-current (Amendments to 1AS 1)

Under existing IAS | requirements, companies classify a liability as current when they do not have an
unconditional right 1o defer settlement of the liability for at least twelve months after the end of the
reporting period. As part of [is amendments, the Board has removed the requirement for a right to be

unconditional and instead, now requires that a right to defer settlement must have substance and exist at
the end of the reporting period,




VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'IY)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

New Standards and Interpretations issued not yet adopted (cont'd)

Classification of liabilities as current or non-current (Amendments to 1AS 1) (cont'd)

There is limited guidance on how to determine whether a right has substance and the assessment may
requiré management to exercise interpretive judgement.

The existing requirement fo ignore management's intentions or expectations for settling a liability when
determining its classification is unchanged,

The amendments are 1o be applied retrospectively from | January 2023.

The Company is yet to assess the effect of the amendments on its financial statemenits,

Definition of accounting estimates (Amendments to 1AS §)

Distinguishing between accounting policies and accounting estimates is important because changes in
accounting policies are generally applied retrospectively, while changes in accounting ‘estimates are
applied prospectively.

The changes to IAS 8 focus entirely on accounting estimates and clarify the following:

— The definition of a change in accounting estimates is replaced with a definition of accounting
estimates.

— Under the new definition, accounting estimates are “monetary amounts in financlal statements that are
subject to measurement uncertainty™,

— Entities develop accounting estimates if accounting policies require items in financial stalements to be
measured in a way that involves measurement uncertainty.

— The Board clarified that a change in accounting estimate that results from new information or new
developments is not the correction of an error. In addition, the effects of a change in an input or a
measurement lechnique used to develop an accounting estimate are changes in accounting estimates if
they do not result from the correction of prior period errors.

— A change in an accounting estimate may affect only the current period's profit or loss, or the profit or
loss of both the current period and future periods. The effect of the change relating to the current period is
recognised as income or expense in the current period. The effect, if any, on future periods is recognised
as income or expense in those future periods.

The effects of changes in inputs and/or measurement techniques are changes in accounting estimates. The
definition uf accounting policies remains unchanged.

The amendments are effective for periods beginning on or after | January 2023, with earfier application
permitted, and will apply prospectively to changes in accounting estinates and changes in accounting
policies occurring on or after the beginning of the first annual reporting period in which the company
applies the amendments,

Disclosure Initiative: Accounting Policies (Amendments to IAS | and IFRS Practice Statement 2)
Making information in financial statements tmore relevant and less clutiered has been one of the key focus
areas for the Intemational Accounting Standards Board (the Board).

The Board has issued amendments to 1AS | Presentation of Financial Statements and an update to [FRS
Practice Statement 2 Making Materiality Judgements to help companies provide useful accounting policy
disclosures, The key amendments to 1AS | include:




VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

New Standards and Interpretations issued not yet adopted (cont'd)

Disclosure Initiative: Accounting Policies (Amendments to 1AS | and IFRS Practice Statement 2)
{cont'd)

— requiring companies to disclose their material accounting policies rather than their significant
accounting policies:

— several paragraphs are added to explain how an entity can identify material accounting policy
information and to give examples of when accounting policy information is likely to be material;

— clarifying that accounting policies related to immaterial transactions, other events or conditions are:
themselves immaterial and as such need not be disclosed:

— clarifying that not all accounting policies that relate to material transactions. ather events or conditions
are themselves material to a company’s financial statements:

— accounting policy information may be material because of its nature, even if the related amounis are
immaterial;

— accounting policy information is material if users of an entity’s financial statements would need it 1o
understand other material information in the financial statements; and

— the amendments clarify thar if an entity discloses immalerial accounting poliey information, such
information shall not obscure material accounting policy information.

The Board also amended IFRS Practice Statement 2 to include guidance and two additional examples on

the application of materiality to accounting policy disclosures. The amendments are consistent with the
refined definition of material.

The amendments are effective from | January 2023 but may be applied earlier,
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D))

FINANCIAL RISK MANAGEMENT

Introduction and Overview

The outbreak of COVID-19 and the necessary containment measures, which include travel bans,
quarantines and social distancing protocols, have resulted in disruption to business and economic activity
globally, At the date of authorisation of the financial statements, the Company s operating as normal, The
altimate severity of the COVID 19 outbreak on the Company’s operations was minimal while there was
no impact on the Company. The Company did not alter its financial risk management framework.

The Company has exposure to the following risk ansing from financial instruments:
*  Credit Risk

» Liguidity Risk

*  Market Risk (includes currency, interest rate and other price risk)

¢ Operational Risk

Risk management Framework

The Board of Directors has overall responsibility tor the establishment and oversight of the Company's
risk management framework. The Audit and Risk Committee of the Board is responsible for developing
and monitoring the Company’s risk management policies over specified areas.

The Company's risk management policies are established 1o identify and analvse risks faced by the
Company, set appropriate risks limits and controls and monitor risks and adherence to established
policies, Risk management policies and systems are reviewed regularly to reflect changes in market
conditions, products and services offered. Through training and setting of standards and procedures, the
Company has developed a disciplined and reasonably effective control environment in which all
employees understand their roles and obligations.

The Company’s Audit. Risk and Compliance Committee of the Board is responsible for monitoring
compliance with the Company's risk munagement policies and procedures, and for reviewing the
adequacy of the risk management framework in relation to risks faced by the Company,

Credil Risk

Credit risk is the risk of financial loss to the Company if a customer ar counterparty to & financial
instrument fails to meet its contractual obligations, and. arises principally from the Company’s loans and
advances to customers and other financial Institutions and investment securities. For risk management
reporting purposes, the Company considers all elements of ¢redil risk exposure,

Management of credit risk
The Company structures the levels of credit risk it undertakes by placing limits on the amount of risk

accepted in relation to one borrower, or group of borrowers, Such risks are monitored on & revolving basis

and subject to annual or more frequent review. Limits on the level of credit risk by product and borrower
are approved by the Board of Directors. Actual exposures against limits are monitored daily.

The Company employs a range of policies and practices to mitigate credit risk. The most traditional of
these is the taking of cash collateral for funds advances, which is common practice.
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT (CONT'D)

Credit Risk (cont'd)
Analysis of Credit Quality

The following table sets out information about the credit quality of financial assets measured at amortised
cost. Unless specifically indicated, for financial assets, the amounts in the 1able represent gross camrying

amounts.

Credit risk exposures relating to on balance sheet assets was as follows:

Muaxinuim Expasure to Credit Risk
2020 2019
GHe GHyg
Investment securities 5181480 2938429
Loans and advances 30,830,467 30,653,836
Barnk balances 6,560,082 4,573,288
Other receivables * 182,571 302691
Due from related party 112000 -
4%866.6013 38,468,264
** This balance excludes prepayments and advance payments
Investment securities 2020
Stage | Stage 2 Stage 3 Total
GHy¢ GHg GHe GHe
Grade 1-3: Low-Tair risk 5,181,480 - 5,181,480
Grade 4-3: Warchlist - : 2333397 2523397
Loss allowance - - (2.523,39T) (2,323.397)
181,480 o ——t O L0
2019
Stage | Stage 2 Stage d Total
GH¢ GHe GHe GHe
Grade 1-3: Low—fair risk 2,115,068 - 2115068
Grade 4-5: Warchlist - - 4,169,849 4,160,849
Loss allowance - - (3,346,488 (3,346,488)
2.115.068 - EE%QI Igg!glﬂ
Loanys and advances 2020
Stage | Stage 2 Stage 3 Total
GHe GHe GH¢ GHe
Grade 1-3: Low-fair Risk 31909678 = = 31909678
Grade 4-5: Watch list - 403,272 a 403272
Grade 6; Sub-Standard - - 285328 285,328
Girade 7: Doubtful - 713,624 713624
Grade 8; Loss L = 1,525,304 1,525.304
Total Gross Amount 31,909,678 403,272 2,524256 34,837,206
Allowance for Impairment [1,462,320) (20,163) (2.524.256) (4.006,739)
Net Carrying Amount 30,447,358 383.109 - 30,830,467
33
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT (CONT'I})

Credit Risk {cont'd)
Maximum Exposure ro Credit Risk

Loans and advances (cont'd)

Grade |-3: Low-fair Risk
Girade 4—5: Watch list
Grade 6: Sub-Standard
Grade 7; Doubiful

Grade 8: Loss

Total Gross Amount
Allowance for Impairment
Net Carrying Amount

Current

Overdue < 90days
Overdue > 90days
Loss allowance

Current

Overdue < 90days
Overdue = 90days
Loss allowance

Bank bafances

Grade 1=3: Low-fair risk
Loss allowance

Grade |-3: Low={air risk
Grade 8: Loss
Lioss allowance

2019
Stage | Stage 1 Stage 3 Total
GHe GHe GHg¢ GHg¢
30,325,933 - - 30,323,933
= 1,602,513 2 1,602,513
- - 217318 217.318
5 - 183,134 183,134
& = 1. 474,129 1474,129
30,323,933 1,602,513 1,874,581 33,801,027
(1,211,163) (63.478) (1,872,530) (3,147,171}
11 5 A
2020
Stage 1 Stage 2 Stage 3 Total
GHe GHe GHe GHe
31.909,678 - = 31909678
- 403,272 . 403,272
- - 2.324.256 2.524.256
{1,462,320) (20,163) [2,524,256) (4.006,739)
30,447,358 383,109 - 30,830,467
2019
Stage | Stage 2 Stage 3 Total
GHe GHe GHe GHe
30323,933 - - 30,323,933
- 1602513 - 1,602,513
- - 1,874,581 1,874,581
(1.211.163) (63.478) (1,872,530) (3.147,171)
29,012,770 1,539,035 2,081 30,653,856
2020
Stage | Stage 1 Stage 3 Total
GH¢ GHe GHe GHe
6.560.082 - - 6,560.082
6,560,082 . - 6,560,082
2019
Stage | Stage 2 Stage 3 Total
GHg¢ GHe GH¢ GHg¢
4,578,310 - - 4378310
- - 316512 316512
- (316,512] (316.512)
4,578,310 - - 4578310
3
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT (CONT'D)
Credit Risk (cont'd)
Maximun Exposure to Credit Rish

The above represents the maximum exposure to credit risk a1 31 December 2020 and 2019, without taking
account of any collateral held or other credit enhancements atiached, The exposures set out asbove are
based on net carrying amounts-reported in the statement of financial position,

Loans with renegotiated rerms

The contractual terms of a loan may be modified for a number of reasons, including changing market
conditions, customer retention and other Factors not related to & current or potential credit deterioration of
the customer, An existing loan may be derecognised and the renegotiated loan recognised & a new loan at
fair value in accordance with the accounting policy set out in Note 3{H)(iv)

The Compeny renegotiates loans with customers in financial difficulties 16 maximise collection
oppartunities and minimise the risk of defaull. Under the Company's forbearance policy, luan farbearance
is granted on a selective basis if the debtor is currently in default on its debt or if there is a high risk of

default, there is evidence that the debtor made all reasonable efforts to pay under the original contractual
terms and the debtor is expected 1o be able to meet the revised terms,

The revised terms usually include extending the maturity, changing the timing of interest payments and
amending the terms of loan covenants.

Bank balances
The Company held bank balances of GHe 6.6 millionat 31 December 2020 (2019: GHé4.6 million). The
bank balances are held with reputable financial institution counterparties,

Collateral held
The Company holds cash collateral against certain of its credit exposures. The information below sets out
the principal types of collateral held against ditferent types of financial assets.

2020 2019 Principal type of
collatersl held

Type of credit exposure GHe GHe

Investment securntics Nil Nil MNone

Loans and advances 7.825418 7.270.310 Cash collateral
—_— =T

The table below seis out the carrying amount and the value of identifiable collateral (mainly cash) held
against loans and advances to customers measured at amortised cost. For each loan, the value of disclosed
collateral is capped 4t the nominal amount of the loan that it 15 held against.

2020 2019
Carryving  Collateral Carrving  Collateral
amount amount
Type of credit exposure GHe GHg
Stage | and 2 30.830467  T.825418 30,651,805  7.268.259
Stape 3 - - 2.05] 2,051
30830467 7815418 30.653.856 7270310
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT (CONT'D)
Credit Risk (Cont'd)
Cash collateral held

Assets ohtained by taking possession of collateral

The Company did not hold any financial and non-financial assets resulting from taking possession of
collateral held as security against loans and advances at the reporting date (2019:Nil).

Amounis avising from ECL

Significant increase in credit risk

When determining whether the risk of default on a financial instrument has increased significantly since
initial recognition, the Company considers reasonable and supportable information that is relevant and
available withour undue cost or effort. This includes both quantitative and qualitative information and

analysis, based on the Company's historical experience and expert credit assessment and including
forward looking information:

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

— the remaining lifetime probability of default (PD) as at the reporting date; with
— the remaining lifetime. PD for this point in time that was estimated at the fime of initial recognition of
the exposure (adjusted where relevant for changes in prepayment expectations).

The Company uses three criteria for determining whether there has been a significant increase in credit
risk:

~quantitative test based on movement in PD:
—qualitative indicators; and
- a backstop of 30 days past due.

Credit risk grades

The Company allocates each exposure to a credit risk grade based on a variety of data that is defermined
to be predictive of the risk of default and applying experienced credit judgement. Credit risk grades are
defined using qualitative and quantitative factors that are indicative of risk of default. These factors vary
depending on the nature of the exposure and the type of borrower.

Credit risk grades are defined and calibrated such that the risk of defaylt oceurring Increases exponentially
as the credit risk deteriorates

Each exposure is allocated to a credit risk grade on initial recognition based on available information
about the borrower. Exposures are subject to ongoing menitoring, which may result in an exposure being
moved to a different credit risk grade, The manitoring typically involves use of the following data.

— Information obtained during periodic review of customer files

— Actual and expected significant changes in the political, regulatory and technological environment of
the barrower or in its business activities
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT (CONT'D)
Credit Risk (cont'd)

Amounts arising from ECL (cont'd)

~ Internally collected data on customer behaviour

— Payment record: this includes overdue status as well asa range of variables about payment ratios
- Utilisation of the granted limit

- Requests for and granting of forbearance

— Existing and forecast changes in business. financial and economic conditions

Determining whether credit risk has increased significantly

The Company assesses whether credit risk has increased significantly since initial recognition at each
reporting date. Determining whether an increase in credit risk is significant depends on the characieristics
of the financial instrument and the borrower. and the geographical region. What is considered significant
differs for different types of lending

As a general indicator, credit risk of a particular exposure is deemed 10 have increased significantly since
initial recognition if. based on the Company’s quantitative modelling:

» the remaining lifetime PD is determined to have increased by more than & stated threshold of the
corresponding amount estimated on initial recognition; or.

* if the absolute change is annualised, lifetime PD since initial recognition is greater than a stated
threshold of basis points.

The credit risk may also be deemed to have increased significantly since initial recognition based an
qualitative factors linked to the Company’s credit risk management processes that may not otherwise be
fully reflected in its quantitative analysis on a timely basis. Thie will be the case for exposures that meet
certain heightened risk ¢riteria, such as placement on a watch Jist. Such qualitative factors are based on its
expert judgment and relevant historical experiences. As a backstop, the Company considers that a
significant increase in credit risk occurs no later than when an asset is more than 30 days past due, Days
past due are determined by counting the number of days since the earliest elapsed due date in respect of
which full payment has not been recéived. Dug dates are determined without considering any grace period
that might be available to the borrower.

Ifthere is evidence that there is no longer a significant increase in credit risk relative to initial recognition,
then the loss allowance on an instrument returns to being measured as 12 month ECL, Some qualitative
indicators of an increase in eredit risk, such as delinquency or forbearance, may be indicative of an
increased risk of default that persists after the indicator itself has ceased to exist, In these cases, the
Company determines a probation period during which the financial asset is required to demonstrate good
behaviour to provide evidence that Its eredit risk has declined sufficiently. When contractual terms of a
loan have been modified. evidence that the criteris for recognising lifetime ECL are no longer met
includes a history of up to date payment performance agamst the modified contractual lerms,

The Company monitors the effectiveness of the criteria used fo identify significant increases in credit risk
by regular reviews to confirm that:

* the criteria are capable of identifying significant increases in credit risk before an exposure is in defuult;
* the ¢riteria do not align with the point in time when an asset becomes 30 davs past due;

* the avernge time between the identification of significant increase in ¢redit risk and default appears
reasonable;

g
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTESTO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT (CONT'IY)
Credit Risk (cont'd)

Amaounits urising from ECL fcont'd)
* exposures zre not generally transferred directly from |2 month ECL measurement to credit impaired;
and

* there is no unwarranted volatility in loss allowance from transfers between 12 month PD {Stage 1) and
lifetime PD (Stage 2).

Defivition of defuull
The Company considers a financial asset to be in default when:

* the borrower is unlikely to pay its credit obligations to the Company in full, without recourse by the
Company to actions such as realising security (if any is held);

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

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

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

» qualitative; e.g. breaches of covenant;

* quantitative; e.g. overdue status and non payment on another obligation of the same issuer 1o the
Company: and

« based on data developed internally and obtained from extermal sources.

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

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

* Probability of Default (PDY);
* Loss Given Default (LGD); and
* Exposure At Default (EAD).

ECL for exposures in Stage 1 is calculated by multiplying the 12 month PD by LGD and EAD. Lifetime
ECL is calculated by multiplying the lifetime PD by LGD and EAD.

PD represent the probability that the customer will default in settling the obligation due. The PD for loans
due after 90 days is 100%. The PD for loans that are below 90 days past due is determined using the
historical loss rate.

LGD is the magnitude of the likelv loss if there is a default, The Company estimates LGD parameters
based on the history of recovery rates of claims against defaulted counterparties. The LGD models
consider the structure. collateral, seniority of the claim. counterparty industry and récovery costs of any
collateral that is integral to the financial asset,

EAD represents the expected exposure in the event of a default. The Company derives the EAD from the
current exposure to the counterparty and potential changes to the current amount allowed under the
comtract and arising from amortisation. The EAD of a financial asset is its gross carrying amount @t the
time of default. For lending commitments, the EADs are potential future amounts that may be drawn
under the contract, which are estimated based on historical observations and forward-looking forecasts.
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT (CONT'D)

Credit Risk (Cont'd)

Amounts arising fram ECL (cont'd)

As described above, and subject to using @ maximum of & 12 month PD for Stage | financial assets, the
Company measures ECL considering the risk of default over the maximum contractual period (including
borrower's extension options if any) over which it is exposed to credit risk, even if, for credit risk
management purposes, the Company considers a longer period. The maximum contractual period extends
to the date at which the Company has the right to require repayment of an advance or terminate a loan

commitment,

Loss allowanes

The following tables show reconciliations from the opening to the closing balance of the lvss allowance

by class of financial instrument,

Investment securities

Balance at | Jaruary
Nel remeasurement of loss allowance
Balance a1 31 December

Balance at | January

Nel remeasurement of loss allowance
Balance at 31 December

Loans and advances to customers

Balance at | January

I2-manth ECL

lifetime ECL not credit-impaired
lifetime ECL credit-impaired
Balance at 31 December

2020
Stage | Stage 1 Stage 3 Total
GHe GH¢ GHe GHe
- 3,340,488 3,346,488
- - (823.091) (823,091)
= - 1,523,397 2523397
S — —— e e —
2019
Stage 1 Stage 2 Stage 3 Total
GHe GHe GHe GHe
164,144 160,389 278,308 603.042
(164, 144) (160,589) 3.068.179 2.743. 446
= - 3346488 3,346,488
_ - =% 1
2020
Stage | Stage 2 Stage 3 Total
GH¢ GH¢ GHe GHe
1.211,163 63.478 1,872,330 3147171
251,157 - 251,157
= (43313) - (H3315)
- - 651,726 651,726
1. 462,320 20,163 2,524,256 4.006.739
=1 a—— % ————————————
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT (CONT'D)
Credit Risk (Cont'd)
Amounts arising from ECL fcont'd)

Loans and advances to customers (cont'd) 019
Stage | Stage 2 Stage 3 Total
GHe GHe GHé GH¢
Balance at | January 1,467,986 79.996 1,568,030 3,116,012
| 2-monih ECL (256.823) - - (256,823)
lifetime ECL not credit-impaired < (16,518) = (16.518)
lifetime ECL credit-impaired - < 1391966 1,591,966
Write-offs : - {1,287.466) (1,287.466)
Balance at 31 December 1,211,163 63,478 1,872,530 3,147,171
_T . e —
Bank balances 2020
Stage 1 Stage 2 Stage 3 Total
GHe GHe GHe GHe
Balance at | January - S 316,512 316,512
Net remeasurement of loss allowarnice . - (316,512)  (316,512)
Balance at 3| Decemiber - - - =
— e
2019
Stage | Stage 2 Stage 3 Total
GHe GHe GH¢ GH¢
Balance at | Januvary = = = =
Net remeasurement of loss allowanee = 316,512 316,512
Balance at 31 December R = - 316,512 316512
Concentration of credit risk
The concentration of loans and advances by sector for the Company is shown below:
2020 2019
GHe GH¢
Sales/Trading 32,123,652 31,509,636
Agriculture 1,498,352 1.016.362
Manufacturing/Production 443,059 494,750
Service 904.597 T77.2604
Total Gross Amount* 34,969,660 33,798,052

—
* This excludes staff loans and deferred transaction cost amounting to GH¢ 404,531 and GHe 536,983

(2019: GH¢ 469,748 and GHy 466,774) respectively.
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT (CONT'D)
Credit Risk (Cont'd)
Amaouints arising from ECL (cont'd)

Key ratios on loans and advances
Loan loss provision ratio as at 31 December 2020 is 11,50% (2019: 9.31%).

Percentage of gross non-performing loans with respect to Bank of Ghana Prudential Norms (specifically
impaired) to total gross loans and advances as at 31 December 2020 is 7.25% (2019: 5.55%).

Ratio of fifty (50) largest exposure (gross funded) to total exposure as at 31 December 2020 is 2% (2019:
3%)..

Liquidity Risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with
its financial liabilities that are settled by delivering cash or another financial asset.

Management of liquidity risk

Itis the policy of the Company 1o maintain liquidity limits imposed by its regulator, Bank of Ghana and
the overall liquidity has been within the regulatory limit of Bank of Ghana at all times, and for all

currencies. Hence the Company aims to be in @ position 1o meet all obligations. to fulfil commitments to
lend and to meet any other commitments.

Liquidity risk management is governed by the Company’s Asset and Liability Committes (ALCO), which
is chaired by the Chief Executive Officer. ALCO is responsible for both statutory and prudential quidity.
ALCO has primary responsibility for compliance with regulations and Company policy and maintaining a
liquidity crisis contingency plan. ALCO oversees the structural foreign exchange and interest rate
exposures that arise within the Company.

Maturity analysis for financial instruments

The tables below set out the various contractual maturitics of the Company's financial asseis and financial
liabilities in Ghana Cedi:
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT (CONT'D)

Liquidity Risk (cont'd)

2020
Assels

Loans and Advances
Investment securities
**Other receivables
Due from related party
Cash and bank balances
Total assels

Lease liabilities

Loans and borrowings
Collateral deposits

Due 1o related party

*Other pavables and accruals
Total liabilities

Net Liquidity

2019
Assels

Loans and Advances
Invesiment securities
**(Other recetvables
Cash and bank balances
Total assets

Lease liahilities

Loans and bormowings

Prae to related party
Collateral

*Orther payables and aceruals
Taotal lahilities

Net Liguidity

** This balance excludes prepayments and advance pavments

*This balance excludes statutory payments and deferred income

Carrying Gross nominal inflow/(outTow)

Amount  Less than | Between 1 Over 5 years Total
vear and 5 years

GHe GHe GH¢ GHy GHe
30,830,467 39264418 4,059 - 39,268477
5, 181.480 5.268,110 - 5.268.110
182,51 182,571 £ - 182,571
112,000 112.000 - - 1 12,000
6,560,082 6,560,082 - 3 6,560,082
42,866,600 51,387,181 4.059 - 51,391.240
(926,585) (132,160)  (1170.872) (182,740} (1L, 483.772)
(23,241,524} { 29,478,950) {193,884) (29,672 834)
(9.375416)  (9.375,330) (84} (9.375,416)
(1.659.987)  (1,659.98T) . = (1,659987)
(893.4835) (825,485} - {895,485}
(36.098.997) (41.541.914)  (1,364.840) (182.740) (43,089.494)
EITGTIEHJ 9,84 S.IET_ i ll.‘!ﬁﬂlTBl] { 131.1'4[!'! Heﬂliﬂﬁ

Carrying Gross nominal inflow/(outflow)
Amount  Less than 1 Between' 1 Over 5 years Toral

year and 5vyears

GHe GHe GHye GH¢ GHe
30.653.856 38400487 40,760 - 38.441247
2,938,429 2972950 - - 2,972,950
302,69] 302,691 - - 302,691
4,578,310 4,578,310 - - 4,578,310
38,473,286 46,234,438 40,760 - 46,295,198
(1,185,9035) [253,302) (1.364.978) (552.484)  (2,170,764)
(23,336,154)  (17.564.57TT)  (12,714,012) = (30,278,589)
(1.042,603) (1,042,603 - = (1.042.603)
(8,800917)  (8.800,917) - - (8.800,917)
(76].284) (761,284 - - (761.284)
(35.126.863) (28422,683) (14.078.990) (352 484) (43,054,15T)
3.34&123 7.83 E.?& { 14.03 EIEJCI! — (552 484) 3.24 IIEMI
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT

Market risk

"Market risk” is the risk that changes in market prices — such as interest rates, foreign exchange rates and
credit spreads (not relating to changes in the obligorsfissuer's credit standing) — will affect the
Company's income or the value of its holdings of financial instruments. The objective of the Company's
market risk management is to manage and control market risk exposures within acceptable parameters 1o
ensure the Company's solvency while optimising the return an risk.

The Company recognizes market risk as the exposure created by potential changes in market prices and
rates. such as interest rates, equity prices and foreign exchange rates. The Company’s expasure to market
nisk arises principally from customer driven transactions.

Overall authority for market risk is vested in the Chief Executive Officer and ALCO. ALCO prepares a
monthly gap analysis of interest bearing assets and liabilities 1o monitor the net position and how il
impacts on profitability of the Company.,

Currency risk

The Company is exposed to currency risk to the extent that there is a mismatch between the currencies in
which balances are denominated and the respective functional currency of the Company. The functional
currency of the Company is the Ghana cedis. The currency i which these transactions aré primarily
denominated is US Dollars (USS). The currency risk is the risk that the fair value or future cash flows of
financial instrunient will fluctuate due to the changes in foreign exchange rates.

The Company's policy is to ensure that its net exposure in respect of monetary assets and liabilities
denominated in foreign currencies are kept to an acceptable level. The Company monitors the movement
in foreign currencies on an ongoing basis and fakes appropriate actions as necessary,

Exposure to currency risk

The summary quantitative data about the Company and the Company's exposure o currency risk was as
follows:

2020 2019

Asgsets LSS USS
Bank balances 55,620 3.76|
Net Exposure 55,620 5,761
—_—— e

Sensitivity analysis

A reasonably possible strengthening (weakening) of the Ghana cedis against all United States Dollar
(US$) at 31 December would have affected the measurement of financial instruments denominated in a
foreign currency and affected profit or loss by the amounts shown below. The analysis assumes that all

other variables, in particular interest rates, remain constant and ignores any impact of forecast sales and
purchases.

2020 2019
Strengthening  Weakening Strengthening Weakening
GH¢ GH¢ GH¢ GHe
LiS$ (10% movement) 5315533 ) 32i632 {3.064! 3.064
The following exchange rates were applied
Average Rale Year end spot rate
Glig 2020 2019 2020 2019
USs 1 5.72 532 5.87 5.68
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT
Market risk (cont'd)

Iritérest rate risk

Interest rate risk comprises interest price risk that results from investing and borrowing at fixed rates and
the interest cash flow risk that results from investing ar variable rates. The board of directors is
responsible for setting the overall duration and interest management targets, The Company's objective is
to manage its interest rate exposure through careful investment profiling and use of heterogenéous
investment sources.

At the reporting date the interest rate profile of the Company's interest-bearing financial instruments was:

2020 2019
Financial Assets: GHe GHe
Investment securities 5,181,480 2.938.429
Loans and advances 30,830,467 30,653,856

36.011.947 33.592.285
Financial Liabilities:

Related party loan (23.047,640) (23,142,270)
Lease liabilities (926,585)  (1.185,905)
(23.974,225) (24.328.173)

12,037,722 9.264,110

The Company does nol account for any fixed-rate financial instrument at fair value through profit or loss.
Therefore a change in interest rates at the reporting date does not affect profit or loss. A change of 1% in
interest rates would have increased or decreased profit or loss by GHe 120,377 (2019: GHe 92.641). The
Company had no varizble-rate financial instruments.

Operational Risk
Operational risk arises from other sources of risk aside credit risk, liquidity risk, and market tisk; This
may include risks like reputation risk, compliance risk etc.

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with
the Company's processes, personnel, technology and infrastructure, and from external factors other than
credit, market and liquidity risks such as those arising from legal and regulatory requirements and
generally accepred standards: of corporate behaviour, Operational risks arise from all of the Company's
operations and sre Faced by all business entities,

The Company's objective i3 to manage operational risk 5o as to balance the avoidance of financial losses

and damage to the Company’s reputation with overall cost effectiveness and to avoid control procedures
that restrict initiative and creativity,

The primary responsibility for the development and implementation of controls to address operational risk
is assigned to senior management within each business unit.

This responsibility is supported by the development of overall Company standards for the management of
operational risk inthe following arcas:

* requirements for the reconciliation and monitoring of transactions;
* compliance with regulatory and other legal requirements;
* documentution of controls and procedures;
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT

Operational Risk (cont'd)

* requirements for the reporting of operational losses and proposed remedial action;
* development of contingency plans:

* training and professional development:

= ethical and business standards;

* risk mitigation, including insurance where this is effective.

Compliance with Company standards is supported by a programme of periodic reviews undertaken by
ALCO. The results of reviews are discussed with the management of the business unit and summaries
submitted 1o the Audit Committee and Senior management of the Company.

Compliance and Regulatory Risk

This is the risk of non-compliance with regulatory requirements. The Company's Internal Audit
Department is responsible for establishing and maintaining an appropriate framework of the Company's
compliance policies and procedures. In order to strengthen the Company's compliance with regulatory
requirements, the Company organizes series of dedicated training on a regular basis to equip staff with
compliance and regulatory issues in arder to minimise risk emanating there from.

Legal Risk

The Company is not dependent on any patent or any industrial, commercial or financial contract. The
Company’s activities are undertaken in a manner which adequately reduces the risks which may arise out
of material litigation o be initiated against it (the Company).

Reputational Risk

The Company conducts its business in & responsible, professional and transparent way, By ‘offering
simplified products and following the necessary legal and regulatory processes, the Company
safeguards the interest of its clients as well as its reputation. Furthermore. the Company maintains close
ties with the communities in which it operates by supporting them in various ways. This is aimed a1

demonstrating our commitment and fostering a long term relationship with our clients and the public at
lage.

Capital Management

The company”s regulator, the Bank of Ghana sets and monitors capital requirements for the company as a
whole. In implementing current capital requirements, the Bank of Ghana reguires the compamy 10
maintain a prescribed ratio of total capital to total risk-weighted assets,

The company’s regulatory capital is analysed into two tiers:

* Tier | capital, also referred 10 as core’primary capital is made up of equity and disclosed reserves.
Equity includes issued and fully paid ordinary share capital and perpetual cumulative preference shares.
Disclosed reserves relate 1o those created or increased by appropriation of after 1ax retained
earnings/surplus, retained profits and general statutory reserves,

* Tier 2 capital, also referred to as supplementary/secondary capital includes revaluations reserves, latent
revaluation reserves and hybrid capital instruments. Latent revaluation reserves relate 1o unrealised gains
on equity instruments ¢lassified as available-for-sale.

Various limits are applied to clements of the capital base. The qualifying tier 2 capital cannot exceed tier
| capital,
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FINANCIAL RISK MANAGEMENT

Capital Management (cont'd)

The Company’s policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business. The impact of the level of capital on
shareholders’ retun is also recognised and the company recognises the need to maintain @ balance
between the higher returns that might be possible with greater gearing and the advantages and security
afforded by a sound capital position. There have been no material changes in the company’s management

of capital during the period.
Capital Adequacy Ratio

The capital adequacy ratio is the quotient of the capital base of the company and the company’s risk-
weighted asset base. In accordance with Bank of Ghana regulations. a minimum ratio of 10% is to be
maintained,

2020 2019
GHe¢ GH¢
Tier 1 Capital
Ordinary Share Capital 7758057 7,758,037
Disclosed Reserves 3,742,466 498 830
Shareholders® Fund 11,500,503 8,256,887
Less:
Intangible assets 18,703 102,367
Total Regulatary Capital [ 1,481,800 8,154,520
Adjusted Risk-weighted Assets 48,675,304 44,479,155
Total regulatory capital expressed as a percentage 24% 18%

The Company complied with the minimum capital requirement of GH¢ Imillion as per section 12 of the
Non-Bank Financial Institution Act, 2008 and the Capital Adequacy Ratio.

Capital atlocation

The allocation of capital between specific operations and activities is, to a large extent, driven by
optimisation of the retun achieved on the capital allocated. The amount of capital allocated to each
operation or activity is based primarily upon the regulatory capital, but in some cases the regulatory
requirements do not reflect fully the varying degree of risk associated with different activities. In such
cases the capital requirements may be flexed to reflect differing risk profiles, subject to the overall level
of capital to support a particular operation or activity not falling below the minimum required for
regulatory purposes. The process of allocating capital (o specific aperations and activities is undertaken
independently of those responsible for the operation, by the Company's Management Credit Commitiee

and ALCO, and is subject to review by the Company's Audit, Risk and Compliance Commitiee of the
Board as appropriate.

Although maximisation of the return on risk-adjusted capital is the principal basis used in determining
how capital is allocated within the Company to particular operations or activities, it is not the sole basis
used for decision making. Account also is taken of synergies with other operations and activities, the

availability of management and other resources, and the fit of the activity with the Company's longer term
strategic objectives,

The Company’s policies in respect of capital management and allocation are reviewed regularly by the
Board of Directors.
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)
ACCOUNTING CLASSIFICATIONS

The Company classifies non-derivative financial instruments as amortised cost and measures also at
amortised cost.

Below is the accounting classifications of financial instruments

2020 2019

Amortised Total Amortised Total

Cost Cust
Financial assets GH¢ GH¢ GHe GHe
Loans and advances 30.830467 30,830,467 30,653,856 30.653.856
Investment securities 5,181,480 5,181,480 2,938,429 2,938,429
** Other receivahies 182,571 182,571 302,69] 302,691
Due from related party 112,000 112,000 - -
Cash and bank balances 6,560,082 6.560.082 4,578,310 4,578310
42,866,600 lziﬂﬁﬁ.ﬁﬂl} 38,473,286 3814'?3 286
Amortised Total  Amortised Total

Cost Cost
Financial liabilities GHe GH¢ GHe GHe¢
Lease Habilities 026,585 026,585 1,185,905 1,185,905
Loans and borrowings 23,241,524 23241524 23,336:154 23.336,154
Collateral deposits 9575416 9375416 1,042603  1.042.603
Due to related party 1,659,987 |.659.987 8,800,917 8.800.917
*Other payables and accruals BOS 4KS 895,483 761,284 761,284

36,098.997 36,098,997 35,126,863 _ 35.126.863
** This balance excludes prepayments and advance payments

*This balance excludes statutory payments and deferred Income

FAIR VALUES
‘Fair value' is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between markel participants at the measurement date in the principal or; in its absence, the

most advantageous market to which the Company has access ai that date. The fair value of a liability
reflects its non-performance risk.

When available, the Company measures the fair value of an instrument using the quoted price in an active
market for that instrument. A market is regarded as active if transactions for the asset r liability take
place with sufficient frequency and volume to provide pricing information on an ongoing basis.

If'there is no quoted price in an active market, then the Company uses valuation techniques that maxiniise
the use of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation

technique incorporates all of the factors that market participants would take into account in pricing a
transaction.

The best evidence of the fair value of a financial instrument at initial recognition is normally the
transaction price ~ i.¢, the fair value of the consideration given or received.
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FAIR VALUES (CONT'D)

If the Company determines that the fair value at initial recognition differs from the transaction price and
the fair value is evidenced neither by a quoted price in an active market for an identical asset or lability
nor based on a valuation technique that uses only data from observable markets, then the financial
instrument is initially measured a1 fair value, adjusted to defer the difference between the fair value at
initial recognition and the transaction price. Subsequently, that difference is recognised In profit or loss on
an appropriate basis over the life of the instrument but no later than when the valuation is wholly
supported by observable market data or the transaction is closed out.

It an asset or a liability measured at fair value has 2 bid price and an ask price, then the Company
measures assets and long positions at a bid price and liabilities and short positions at an ask price.

Portiolios of financial assets and financial liabilities that are exposed to market risk and credit risk that are
managed by the Company on the basis of the net expesure to either market or eredit fisk are measured on
the basis of & price that would be received to sell a net long position (or paid to transfer a net short
position) for a particular risk exposure, Those portfolio-level adjustments are allocated to the individual
assets and liabilities on the basis of the relative risk adjustment of each of the individual mstruments in
the portfolio,

The fair value of 4 demand deposit is not less than the amount payable on demand, discounted from the
first date on which the amount could be required to be paid,

The Company recognises transfers between levels of the fair value hierarchy as of the end of the reporting
period during which the change has occurred.

Vuluation models

The Company measures fair values using the following fair value hierarchy, which reflects the
significance of the inputs used in making the measurements.

* Level | inputs that are quoted market prices (unadjusted) in active markets for identical instruments.

* Level 2: inputs other than quoted prices included within Level | that are observable either directly (ie.
as prices) or indirectly (i.e. derived from prices). This category includes instruments valued using: guoted
market prices in active markets for similar instruments; quoted prices for identical or similar instruments

‘in markets that are considered less than active: or other valuation techniques in which all significant

inputs are directly or indirectly observable from market data

* Level 3: inputs that are unobservable, This category includes all instruments for which the valuation
technique includes inputs not based on observable data and the unobservable inputs have a significant
effect on the instrument’s valuation. This category includes instruments that are valued based on quoted
prices for similar instruments for which significant unobservable adjustments or assumiptions are reguired
1o reflect differences between the instriuments,

Valuation techniques include net present value and discounted cash flow models, comparison with similar
instruments for which market observable prices exist and other valuation models. Assumptions and inpus
used in valuation techniques include risk-free and benchmark interest rates. credit spreads and other

premia used in estimating discount rates and foreign currency exchange rates and expected price
violatilities and correlations.

The objective of valuation technigues is to arrive at o fair value measurement that reflects the price that

‘would be received to sell the asset or paid to transfer the liability in an orderly transaction between market

participants at the measurement date,

48

B4



VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

FAIR VALUES (CONT'D)

Faluation maodels (cani'd)

Availability of observable market prices and model Inputs reéduces the need for management judgement
and estimation and also reduces the uncertainty associated with determining fair values., Availability of
observable market prices and inputs varies depending on the products and markets and is prone to
changes based on specific events and general conditions in the financial markets,

Financial instruments not measured at fair value — fair value hierarchy
The table below analyses financial instruments, not measured at fair value at the end of the reporting
period, by the level in the fair value hierarchy into which the fair value measurement is categorised:

With exception of loans and borrowings, the carrving amounts of all other financial instruments fairly
approximate fair values due to the short term maturity of these instruments,

2020 2019
Carryving Level 2 Carrying Level 2
amounl amount
GHe GH¢ GHe GHe
lL.oans and borrowings 23,241,524 23241324  23.336,154  24.535.036

23,241,524 23,241,524 _ 23.336,154 _ 24,535,036
INTEREST INCOME CALCULATED USING EFFECTIVE INTEREST METHOD

2020 219
GHe GHe
Loans and advances 25,437,401 25,556,196
Staff loans 143,065 147.259
Investment securities 562.598 241,836
26,143,064 15!945&3 1

FEES AND COMMISSION INCOME
2020 2019
GHe GH¢
Passbook fees/sale of passbook 67,110 105.659
Commission on microensure 405,610 93,148
Other commission income 111.799 44,966

384,519 Iﬂi?‘ﬁ

NET EXCHANGE GAINS/(LOSS)

2020 2019
GH¢ GH¢e
Exchange gains 123,916 17,733
Exchange loss (56.868) (87,511)
E‘i‘g-‘lﬂ sﬁﬂ.T?Si

49




10

12

VISIONFUND GHANA MICRO CREDIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2620 (CONT'D)

OTHER INCOME

Other financial income

Loss on disposal of property and equipment
L.oan recoveries

Income from wash Project

Sundry income

PERSONNEL EXPENSES

Salaries

Medical expenses

Defined comtribution plans
Life insurance

Donations

Overtime payment

L.oan officers incentive
National service & temporary staff allowance
Transport allowance
Clothing allowance

Meals allowance

The average number of employees or the period was 300 (2019: 304).

OTHER ADMINISTRATIVE EXPENSES

VFI Partnership fees

Audit fees

Professional fees

Directors expenses

Supplies, copying and printing
Insorance

Travel and transport (local and international)
Communication

Occupancy (rentals, utility and security)
Fuel and lubricants expenses

Bank charges

Subseription

Advertising and public relations

Other expenses

2020 019
GHe GHe
276,388 105,236

- (161,663)
121,711 192,161
122,334 103,574
103,409 a
623:342 H?gﬂﬂ
2020 2019
GHy¢ GH¢
B.258.684 7,468,391
405,997 434,891
1,728,680 1.566,743
- 257.567

7,200 9.033
12,666 32.587
185,702 338407
38,494 80,973
1,307,727 197,049
343720 277.014
- 87,905
12,288,870 11,750,560

2020 2019
GH¢ GH¢
730,382 710,741
150,000 1 50,000
744,288 §59,400
269,645 111373
498,874 583.04]
118,890 147,915
1,098,498 1,546,140
631,168 798,546
853,999 898,135
575,532 594,910
173,917 208,388
3,459 6,301
125,847 132,843
1,388,330 772,863
7362,829 _ 7.220.616
50
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

TAXATION
Income tax expense

The tax (release)/charge for the year has been computed after adjusting for certain items of expenditure
and income, which are not deductible or chargeable for tax purposes. and comprises:

Cierrent tax expense
Current year (Note 13¢)

Deferred tax credit
Origination deductible temporary differences
Utilization/(recognition) of tax losses

Reconciliation of effective tax rate

(Loss)/Profit before income tax

Tax calculated at the statutory income tax rate
of 25 % (2019: 25%)

Non-deductible expenses

Tax exempt income

Income subjected 1o tax at & different rate

Effective tax

Current income [ax

Year of assesament
20186
2007
2018
2019
2020

2016
2017
2018
2019

2020 1019
GHe GHe
31,159
31,159

(278,641)  (319,262)
87,591 _ (1.037.996)

191050 1,326,099

20240 2019
GHe GHe
(764,199)  (4,190,728)

(191,050)  (1,047,682)

206,038 28,809
(246,803) (338,385)
40,763 31,159
(191,050 1,32
25% 32%
2020
At Charge to Fayments At
1 January profit or loss 31 Pecember
GHe
{181) - . (181)
(396,684) - = (396,684)
(232,125) - - (232,125)
(100.279) - . (100,279)
= = (202,152) (202.152)
(7 19.259! - Eﬂl.lﬂ] 5931.411 ::
2019
At Charge to Payments At
1 January profit or loss 31 December
GHe GHe GHe GH¢
(181) - - (181)
(3196,684) - - (396,684)
(232,125) - = (232,125)

- 31,159 (131.438) (100,279)

(628.990) 31,159 (131.438) (729.269)

The above tax position for 3| December 2020 and 2019 s subject to agreement by the Domestic Tax
Revenue Division of Ghana Revenue Authority (GRA).

L
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

TAXATION (CONT'D)
National fiscal stabilisation levy
2020 2019
GHe GHe
Balance ar | January [56.363) (43,643)
Charged for the year e .
Payments (29,193) (12,720}
Balance at 31 December (85,556} (56,363)

In accordance with the' National Fiscal Stabilisation Act, 2013 (Act B62), as amended by the NFSL
Amendment Act, 2019 (Act 1011), some specified Companies and Institutions including financial institutions
are liable to pay a levy under the Act. The rate of the levy is 5% on the profit before tax of these Companies.
The Levy is not an aliowable deduction for the purpose of ascertaining the chargeable income of the

Deferred tax
Assers Liabiiities MNet
2020 2019 2020 2019 2020 2019
GH¢ GH¢ GH¢ GH¥¢ GH¢ GH¢
Pro rand equipment
PELY RO ST (151,348)  (87.599) - (I51348)  (87,599)
Tax losses (950,405)  (1.037,996) (950,405}  (1,037,996)
o . _
B':;z‘:sm“““‘ onfinancial i3 55y (318,660) < (833.552)  (318.660)
g‘;:;f::‘:m’? (17,445)  (17.445) (17.445)  (17.445)
Net tax
(assete\liabilities (1.652,750)  (1,461,700) - (1,652,750)  (1,461,700)

Recognition of deferred tax assets of GH¢ 1,652,730 (2019: GHg 1,461,700) is based on management's profit
forecasts (which are based on the available evidence, including historical levels of profitability), which
indicates that it is probable that the Company will have future taxable profits against which these assets can be

Movement in temporary differences during the vear

2020 Balance al Recognised Balance 31
1 January inprofitor  December

2020 loss 2020

GHe GHe GHe

Property plant and equipment (87,399) (63,749)  (151.348)
Tax losses (1,037,996) 87,591 {950,403)
Impairment on financial assets (318,660) (214,892) (333,552)
Other temporary differences (17.445) - (17.445)
_(1.461,700) __ (191.050) _(1,652.750)

2019 Balance at  Recognised Balance 31
PJanuary inprofiter  December

2019 loss 2019

GH¢ GH¢ GH¢

Property plant and equipment 1,013 (BR.614) (87,599)
Tax losses - (037,99 (1,037,996)
Impairment on financial assels (105.457) (213,203} {318.660)
Other temporary differences - (17.445) {(17:445)
{ 1(]4:44?.! ! !ﬁﬂllﬂt { lldﬁ'lﬁﬂ'ﬂ'!

B2
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VISIONFUND GHANA
NOTES TO THE FINANCIAL STATEMENTS

MICRO CREDIT LIMITED

FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

PROPERTY AND EQUIPMENT

Cost

Balance a1 | January 2019
Recognition of Right-of-use asset on
Initial application of IFRS:16

Additions

Release on disposal

Balance at 31 December 20119
Balance st | January 2020
Additions

Write-off/disposal

Derecognition of right-of-use assets
Balance at 31 December 2020

Depreciation

Balance at | January 2019
{-harge for the year

ielepse on disposal

Balance at 31 December 2019
Balance at T January 2020
Charge for the vear
Write-oftidispossal

Balance at 31 December 2020
Carrying amount

At 31 December 2019

Al 3] December 2020

Bisposal of property and equipment

Cost

Accumulated depreciation
Net book amivint
Proceeds from disposal
Lass on disposal

INTANGIBLE ASSETS

Cost

Batance a1 1 January
Additions

Balanee at 3| December
Amortisation

Balance m [ January
Chasged for the vear
Balancear 31 Decernber
Carrying amount

Right-of use Motor Office  Furniture Computer Total
Asset vehicles. Equipment  and fittings  Equipment

{Building)

GHg GHe GHe GH¢ GHg

- 1,431,504 181,369 268,605 1,281,618 J163. 186

2,083,344 - - - - 2.0183,544

2,083,544 1431504 181,364 268,695 1281618 3,246,730

50428 - 87211 47,085 323,764 517,488

- (691,385} {38, 190 - (300.981)  (1.031.556)

2142972 740119 230,394 315,780 1303400 4,732,662

2 142,072 40,119 230,390 315780 L303.40] 4,730,662

10,028 50,500 1500 14911 161.007 130,946

(28,708) - (22.826) {6:497) (13031 (710627

(254.04%) - - - = (254049

1,961,243 T90.619 211,064 324,194 LAST3T? 4,738,497

- 53,532 75,165 S6.6ThH 626,724 1712097

226,022 145,784 65,199 38,130 300,090 TR0, 345

- (505,117 (32,594) = [300.18%)  [837.896)

226,022 508,194 107,770 U4.826 627,719 1,654,546

226,022 598,199 107,770 94 826 627,719 1,654,546

242919 122,745 69711 40,800 289,259 ThS 434

{18,833) . - - - {18,833)

450,108 720,944 177,481 135,626 916,958 2,401,147

I.i')lﬁlgﬂl 141,920 lﬂﬁl HI].'}'H 12 Sllﬂﬂ.t 16

Iﬁil 135 69,6'?5 3.3.533 I:BB& 534,.339 I.JJTQ!EI

2020 2019

Gt GHe

- 1.031,556

= [(B37.%96)

- 193,660

- (31997

- 161,663

2020 019

Saftware Licenses Total Software Licenses Total

GHe GHe GHe GHg GHg GH¢

625,516 148,597 74,013 G390 148,507 752,408

= = = 21,615 - 21,615

625516 148,297 774113 625516 148,597 T3

533,832 137914 671,746 415231 08, 195 34107

72,981 10,683 §3,664 118.610 29,719 148,329

606,813 148,597 735,410 533,832 137,914 671,746

IE.TGE'__ - = 18,703 Ml II].EIE_ !lﬂﬂ
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

LOANS AND ADVANCES
Loans and advances
2020 2019
GHe GHe
Gross Advances 34,837,206  33.801,027
Impairment |oss (4.006,739)  (3,147,171)
J'ﬂiﬂlﬂ«lﬁ? 30.633.8506
Impairment
2020
Stage 1 Stage 2 Stage 3 Total
GHe GHe GHe
Balance at | January 1.211.163 63.478 1,872,530 3147171
Charged/(release) for the vear 351,157 (43.315) 651,726 859,568
Balance at 31 December 1,462,320 20,163 _ 2,524,256 4,006,739
2019
Stage | Stage 2 Stage 3 Total
GHe GH¢ GHe
Balance at | January 1,467,986 79,996 1,568,030 3116012
(Released)/charged for the vear (256,823) (16,518) 1,581,966 1,318,625
Write-offs - (1,287 466) (1,287,4686)
Balance at 31 December 1,211,163 63,478 1,872,530 3,147,171

Included in loans and advances balance is an amount of GHg 404,53] (2019:GH¢ 469,848) due from

staff. These loans are granted at an interest rate of 2% per month with tenure between six [6) months ta
two (2) vears.

INVESTMENT SECURITIES
Investment securites
2024 2019
GHe GHe
Fixed deposits
Principal 7.523.397 5.729.956
Interest accrued 181,480 354961
T.704,877 6,284,917
Impairment on investment securities (2.523,297)  (3.346.488)

5‘131:430 2,938,429
**The invesiments were held with banks and non-banks as follows
Banks 5,181,480 2117712
Mon-Banks - 820,717

245




VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

17 INVESTMENT SECURITIES CONT'D)
(b} Impairment

2020 119
GHy¢ GH¢
Balance as at | Januany 3.346.488 603,043
(Release)/charged for the year (823,091) 2,743,445
Balance a5 at 3} Deceniber 2,523,397 3 488
I8 OTHER RECEIVABLES
2020 2019
GHe GHe
Insurance prepayments 64,681 65,194
Other prepavments 542,087 509,354
Staff advances 182,571 302691
Other receivables 175,256 3.306
965,495 880,745
19 CASH AND BANK BALANCES
{a} Cash and bank balances
2020 2019
GH¢ GHe
Cash 4168 5,022
Bank balances 6,264,010 4,535,997
Mobile Money balances 291.904 353,803
6,560,082 4,894,822
Impairment allowance - (316,512}
Cash and bank balances in the statement of financial position 6,560,082 4,578,310
Investments with original maturities less than 3 months 2,052,603 -
Cash and bank balances in the statement of cash flows 85512.685 4.578.310
(b} Impairment
2020 2019
CGHe GHe
Balance as at | January 316512 -
(Release)/charged for the vear {316,512) 316512
Balance as at 3] December - 316,512

Impairment allowance on bank balance relates to the balance with GN Bank (in Receivership), In current
vear the amount was fully recorvered.

200 CAPITAL AND RESERVES

a)  Stated capital
The authorised shares of the Company are 1,000,000.000 ordinary shares (2019: 1.000,000,000) of no
par value. The issued ordinary shares asat 31 December 2020 and 3] December 2019 are as follows:

BAS




VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

20 CAPITAL AND RESERVES (CONT'D)

b)

c)

21

2020 2019

Numberof  Number of

shares shares

Opéening balance 1.758,037 7,758,037
New shares issued - -
In issue at 31 December- fully paid 7,758,037 7,758,037

Consideralions for the shares amounted to GHg¢ 7,758,037 (2019:GH¢ 7,758.037)
There are no unpaid liability on any shares and there are no treasury shares.

The holders of ordinary shares are entitled 1o receive dividends as declared from time fo time and are
entitled to one vote per share at meetings of the Company. All ordinary shares rank equally with regard
to the Company’s residual assets;

Dividend paid
The directors did not recommend the payment of dividend for the period (2019: Nil)

Deposit for shares

Deposit for shares represents additional equity contribution by shareholders for which approval has not
been granted by Bank of Ghana,

2020 2019

GHe GH¢

Opening balance 3.122.865 2,836,766

Deposit lodged for shares- World Vision Ghana ADPs 266,582 28,610

Deposit lodged for shares- VisionFund International T13.460 257489

Loan conversion - VisionFund International (Note 21(ii) 2,836,723 -

At31] December 6,939,630 3,122,865
LOANS AND BORROWINGS

2020 2019

GHe GHe

Related party borrowings (21a) 23047640 23142270

Loan from UNICEF (21b) 193,884 193,884

23,241,524 23,336,154

Non-current poriion 193,884  10,793.884

Current portion 23,047,640 12.342.270

23.241,524 23,336,154

Information about the Company's exposure to market risk is included in Note 4
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VISIONFUND GHANA MICRO CREDIT LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

LOANS AND BORROWINGS (CONT'D)
Related Party Borrowings

This represents loans received from VisionFund International. During the yvear VisionFund International
advanced new loans amounting to GH¢ 2.7 million (2019; GH¢ 0.5 million) to the Company. In addition
A total toan amount of GH¢ 9.7 million (2019: GHe 10.6 million) was renewed during the vear. The
loans have an average tenor range of a year. The interest rafes are fixed.

Terms and repayment schedule

The terms and conditions of outstanding loans are as follows.

2020
Nominal
Currency interest rate
Related party loan - Renewal GHg 30.00%,
Related party loan - Renewal GH¢ 30.00%
Related party loan - Renewal GHe 28.00%
Related party loan - Renewal GHe 29.24%
Related party loan -2019 GH¢ 28,00%
Related party loan -2019 GH¢ 28.50%
Related party loan -2019 GHeg 29,00%
Related party loan -2019 GH¢ 30,00%
Related party loan -New GHg¢ 20.00%
2019
Nominal
Currency interest rate
Related party loan - Renewal GH¢ 28.00%
Related party loan - Renewal GHge 28.50%
Related party loan - Renewal GHe 30.00%
Related party loan - Renewal GH¢ 29.00%
Related party loan <2018 GH¢ 24.75%
Related party loan -2018 GHg 28.50%
Related party loan -2018 GHe 29.50%
Related party loan <2018 GH¢ 24.00%
Related party loan -2018 GHe 28.50%
Related party loan -2018 GHe 28.25%
Related party loan -2018 GH¢ 29.50%
Related party loan -New GHe 0.00%

Maturity
Date
3022021
31/053/2021
J0/062021
307122021
31/0372021
30/09/2021
30/09/202 1
3012202
30/ 22021

Maturity
Date
31/03/2021
30/09/2021
30122021
30/09/2021
3112020
I0/06/2020
30¢11/2020
31/03/2020.
30/06/2020
300092020
30/11/2020
3071272019

Face value

Carrying
amount
2,275,000 2,275,000
1,914,250 1,914,250
3,437,950 3,437,950
2,097,090 2.057.090
2,265,000 2:2635.000
3,410,000 3,410,000
2,950,000 2,950,000
1,975,000 1,975,000
2,723.350 2,723,350
ZJIIIHTIMEI HIMTI&N
Carrying

Face value amount
2,265,000 2,265,000
3.410.000 3,410,000
1,975,000 1,975,000
2.950.000 2,950,000
2275000 S 256257
2,387,950 2,387,950
1,225,000 1,225,000
1.914.250 1,914,250
1.030,000 1,050,000
£,978,750 1.978.750
1,274,340 1,274,340
455,723 455,723
Hilﬁllﬂll 23114111-1’{!

BAS &



21

(if)

(iii)

b)

22

VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

LOANS AND BORROWINGS (CONT'D)

Mavement in related party loan 2020 2019
GHe GH¢

Opening balance 23,142,270 22,632,746
Matured loans (9.724,290)  (10,600,000)
Rollover of matured loans 9.724.290 10,600,000
Loan converted to equity (2.836,723) 2
Additional loans received 2,723,350 455,723
Interest expense * 7.227.17% 5.628,3168
Interest paid (7.208433)  (5,574,56T)
23.047.640 23,142,270

* Interest expense excludes witholding taxes (WHT) charged on interest expense on related party loans.
Withholding tax on imerest expense is paid by VisionFund Ghana Micro Credit Limited hence
accounted for as pan of interest expense in the statement of profit or loss account

Interest expense 2020 2019
GHe GHe
Interest expense 7.803.852 Eﬂ?&is-ﬁ

Loan from UNICEF

VFG entered into a partnership with RUFINLIT, the GoG UNICEF WASH Programme Implementing
Partner (1P} to receive funds from UNICEF which is to be given out as loans to customers for the
purposes of sanitation improvement. The loans are specifically availiable to persons in the Garu and
Mion District Assemblies. The agreement spans a period of 3 years from May 2019 1o April 2022 at an
annual interest rate of 15%.

COLLATERAL

Collateral are security given by customers before loans are granted. These amounts are payable 1o
customers when the customers cease 1o borrow and their loans fully paid.

2020 2019
GHe GH¢
Inactive accounts 1,540,008 1,530,607
Active accounts 7.825.418 7,270,310
9!375!416 H!Eﬂﬂ!'ﬁllT

OTHER PAYABLES AND ACCRUALS
2020 2019
GHe GH¢
Accruad expenses 43.979 225.759
Other payroll deductions 580,392 9.715
Statuwtory deductions payable 512,242 513,327
Other pavables 271,114 321,810
Deferred Income - Wash Project 563,562 28,555
Advances from UNICEF - 288,445
Staff Claim - Workmen's Compensation - 263,078

1.971,289 1,856,689

RAS =



VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

24 LEASES

i

i,

i,

Leases as lessee

The Company leases a number of branch and office premises. The leases typically mun for a period
between two (2) (o six (6) vears, with an option o renew the lease after the date. For some leases,
payments are renegotiated at. frequent intervals to reflect market rentals. Some leases provide for
additional rent payments that are based on changes in local price indices.

Information about leases for which the Company is a lessee is presented below.

Right-af-use ussety
Branches and office
2020 2019
GHe"000 GH¢'000
Balance at | January 1,916,950 2,083,544
De-recognition during the year (254,049) -
Additions 101,028 59,428
Depreciation charge for the year (242,919) (226,022)
Write-oft (9.875) =
Balance at 31 December 1,511,135 1,916,950

Amounis recognized in profit or loss

Right-of-use assets relate to leased branch and office premises that are presented within property and
equipment.

The Company
2020 2019
GHe'000 GHe'000
Interest on lease liabilities 158,058 197.086
Depreciation on right-of-use assets 242919 226,022
Amounts recognized in statement of cashflow
The Company
2020 2019
GHe'000 GHe 000
Interest payments 158,058 177.532
Principal lease payments 68,663 -
IIEI?II 177.832

Extension aptions

Some leases of office premises contain extension options exercisable by the group up to one year before
the end of the non-cancellable contract period. Where practicable, the Company seeks to include
extension options in new leases (o provide operational flexibility. The extension optiens held are
exercisable only by the Company and not by the lessors, The Company assesses at lease commencemeni
due date whether it is reasonably certain to exercise the extension options. The Comipany reassesses
whether it is reasonably certain to exercise the options if there is significant evem or significant changes
in circumstances within its cantraol,

The Company has estimated that the potential future lease payments, should it exervise the extension
options, would result in an increase in lease liability of GHe 515,521 (2019: GHe T12,478)

[BAS se
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

LEASES (CONT'D)
Lease liahifities
2020 2019
GHe GHy¢
Balance at January | 1,185,905 1,106,923
Muodifications during the vear (2.960) -
De-recognition during the vear (226,665) -
Additions 38,972 0428
Interest expense 158,058 197,086
Interest paid (158,058) (177,532)
Principal lease payments (68,663) -

Balance at 3| December 926,585 185.905
See Note 4 for maturity analysis of lease Jibilities as at 31 December 2020'and 2019

RELATED PARTY

Parent and ultimate controlling party

Related parties include the parent company, VisionFund International (VFIT) and VFI group ennties. Dirgclors,
their close family members and any employee who is able to exert a significant influence on the operating
policies of the Company are considered as related parties. Key management personnel are also regarded as
related parties. Key management personnel are {hose persons having authority and responsibility for planning,
directing and conirolling the activities of the entity, directly or indirectly, including any director (whether
executive or otherwise) of that enrity,

The Company is controlled by VisionFund International, which itself is owned and controlled by World
Vision International (World Vision). As at the year ended 31 December 2020, VisionFund Intemnational and
World Vision Ghana (a private company limited by shares and registered in Ghana) owned 90% and 10%
respectively, of the ordinary issued share capital of VisionFund Ghana Micro Credit Limited.

Name of Related Company
VisionFund International

Nature of Transactions

Provides debt and equity financing to the
company, technical services, advisory and
board membership,

World Vigion Ghana Provides equity financing ro the company

Transactions with key management personnel
Transactions with directors

Non-executive directors are not remunerated. they serve on voluntary basis. Directors expenses disclosed In
Note 12 relates to board expenses.

Key management personnel compensation

2020 2019
GHe GHe
Salaries and other shon-term employment benefits 726,581 682,100
Defined contribution expens 169318 158,953

395.32 — 541,053

Compensation of the Company's key management personnel includes salaries, non-cash benefits, and
contributions to a defined contribution plan.

Due from key management personnel

2020 2019
GH¢ GH¢

22,383 31,296

Outstanding foan balance

fLAS e
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VISIONFUND GHANA MICRO CREDIT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 (CONT'D)

RELATED PARTY (CONT'D)

Other related party transactions
Transactions between the Company and related parties during the vear are as follows,

2020 2019
GHe GHe
Partnership fees
VisionFund Intemational — 130382 T10,741
Interest on loans from related party
VistonFund International 227,178 5,628,368
Equity contribution _
VisicnFund Intérmational 713,460 237,489
World Vision Ghana 266.582 28,610
= —
Borrowing from related party
New loans
VisionFund International 1,723,350 455,723
Renewed loans
VisionFund International 9,724,290 10,600,000
Due to related party
Year end balances from transactions with related parties are as follows;
2020 019
GHe GHe
VisionFund Intermational 1,659,987 1,042.603
Dretails of related party loan is disclosed in Note 21
Due from related party
Year end balances from transactions with related parties are as follows:
2020 2019
GHe GHe
/ Visi -
World Vision Ghana 112,000

The balances due from related party and due to related party are not secured. No impairment allowance was
recognised on the balance due from related party.

CAPITAL COMMITMENTS
Thére were no capital commitments at 31 December 2020 (2019: Nil),

CONTIGENT LIABILITIES
There were no contigent liabilities st 31 December 2020 (2019: Nil).

DIVIDEND PER SHARE
The Directors have not recommended payment of dividend for the vear ended 31 December 2020 and 2019,

SUBSEQUENT EVENTS

The Directors are of the opinion that there are no post balance sheet events which could have had material
effect on the statement of financial position of the Company at 31 December 2020 and on the profit for the
vear ended on that date which have not been adequately provided for or disclosed.

%,{L} B1




