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Report of the directors

The directors have pleasure in submitting their report and financial statements on the affairs of the organisation for the year ended 31 December 2007.

Principal Activity

The organisation is engaged in micro credit financing activities.

Directors’ Responsibility Statement

The directors are responsible for the preparation and fair presentation of the financial statements, comprising the balance sheet at 31 December 2007, and the income statement, the statement of changes in equity and cash flow statement for the year then ended, and the notes to the financial statements, which include a summary of significant accounting policies and other explanatory notes, in accordance with note 3 of the financial statements and the Disclosure Guidelines for Financial Reporting by Microfinance Institutions which guidelines are voluntary norms recommended by a consultative group of sponsors including the Consultative Group to Assist the Poor (CGAP).

The directors’ responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of these financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

The directors have made an assessment of the organisation’s ability to continue as a going concern and have no reason to believe it will not be a going concern in the year ahead.

Results

The results for the year are shown in the attached financial statements.

Approval of the Financial Statements.

The board of directors approved the financial statements on ………………… 2008.
Non Compliance with Other Financial Services Act
The organisation carries out financial activities as defined in the Other Financial Services Act 2001, which includes giving out credit to customers and taking collaterals from them as deposits to secure the loans disbursed.   Section 3 of the Other Financial Services Act, 2001, requires that no person shall carry on any financial activity unless that person holds a valid license issued by the Central Bank of Sierra Leone.  However, the Central Bank is yet to issue a license to all Micro Finance Institutions operating in the country. 

However, the organisation is registered with the Ministry of Development and Economic Planning and the Central Bank is aware of its operations.

Report of the directors (continued)

Capital adequacy

The Bank of Sierra Leone is required to prescribe a minimum capital adequacy ratio for financial institutions, but this is yet to be determined for micro financing institutions.     

Results for the year
The organisation made a profit of Le463 million for the year ended 31 December 2007.
Directors 

The following were Directors as at 31 December 2007:

Dr. Professor Harry Turay 

Mr. Syl Brians Kamara 

Mr. Daniel Khanu 

Mr. Alphonso Campbell 

Mrs. Hasiatu Agbaje
No director has or had during the year, a material interest in any contract or arrangement of significance to which the organisation’s was or is a party.

Auditors

The auditors have indicated their willingness to continue in office.

___________________________
_____________________________

Director
Director

___________________________

Director

Independent Auditor’s Report to the 
Stakeholder Assembly of Hope Micro


We have audited the financial statements of Hope Micro, which comprise the balance sheet at 31 December 2007, and the income statement, the statement of changes in equity and cash flow statement for the year then ended, and the notes to the financial statements, which include a summary of significant accounting policies and other explanatory notes as set out on pages 6 to 24.
Directors’ responsibility for the financial statements

The organisation’s’ directors are responsible for the preparation and fair presentation of these financial statements in accordance with Note 3 of the financial statements  and the Disclosure Guidelines for Financial Reporting by Microfinance Institutions, guidelines which are voluntary norms recommended by a consultative group of sponsors including the Consultative Group to Assist the Poor.  This responsibility includes: designing implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error, selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances. 

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted our audit in accordance with International Standards on Auditing.  Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amount and disclosures in the financial statements.  The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the entity’s internal control.  An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Independent Auditor’s Report to the 

Stakeholder Assembly of Hope Micro


Opinion 

In our opinion, the financial statements give a true and fair view of the financial position of Hope Micro as of 31 December 2007, and of its financial performance and its cash flows for the year then ended in accordance with Note 3 of the financial statements and the Disclosure Guidelines for Financial Reporting by Microfinance Institutions, guidelines which are voluntary norms recommended by a consultative group of sponsors including the Consultative Group to Assist the Poor. 

Other matter

We draw attention to note 32, which indicates that the organisation has not yet been issued a licence to carry out financial activities by the Central Bank of Sierra Leone.
Freetown



Chartered Accountants

Date:

Balance sheet                             

as at 31 December 

In thousands of Leones
Note
2007
2006
       

Asset

Cash and cash equivalents
13
63,991
145,057
Net loan portfolio
14
2,467,278
1,860,726
Other asset
18
35,572
69,252
Property, plant and equipment
19
52,382
21,691


________
________
Total assets

2,619,223
2,096,726


=======
========

Liabilities

Bank overdraft
13
111,491
-   
Due to customers
20
783,850
591,749
Account payable and accruals
21
18,000
40,319
Deferred Income
22
                     8,590
212,335
Short term loan
23
23,500
41,300                                        


________
________
Total liabilities

945,431
885,703


=======
========

Equity and reserves

Contribution
24
705,552
705,552
Capital grant                                                25                      590,964               
 590,964
Accumulated fund
26                 
377,276
 (85,493)  


________
________
Total equity

1,673,792
1,211,023


________
________
Total liabilities and equity

2,619,223
2,096,726


=======
=======

These financial statements were approved by the Board of Directors on .………......2008
...............................................……………..
)
 

)

                                                                           )

...............................................……………..
)
Directors

                                                                           )

)  

...............................................……………..
)

The notes on pages 10 to 24 are an integral part of these financial statements

Income statement

for the year ended 31 December 




Restated

In thousands of Leones
Note
        2007
2006


 

Financial revenue
5
912,987
967,684 


_______
_______
Financial gain 

912,987
967,684 
Provision for loan losses                                
15              
(180,265)
(60,627)


_______
_______
Net financing gain after provision                                      
732,722
907,057   
 

Fees and commission income
7
630,215
160,483

Administrative expenses
9
(1,063,733)
(783,063)


_________
_______
Net operating profit                                                    
299,204
284,477                          
Financing income  
6a
-    
6,677

Finance expense  
6b
(37,038)
(20,234)


Other income
8
48,783
6,794

Operating expenses
10
(280,138)
(212,973)

Donation and grant income
11
431,958
215,380


_______
_______
Profit from operation

462,769
280,121

Taxation
12a
     -     
-    


_______
_______

Net profit for the year
462,769
280,121


======
======


The notes on pages 10 to 24 are an integral part of these financial statements

Statement of changes in equity 
for the year ended 31 December 




    Restated



Capital 
accumulated




Contribution
   grant 
          fund     
  Total
Balance at 1 January 2006
705,552
466,858 
(365,614)    
 806,796
Received during the year 
-      
124,106
-     
124,106
Net profit for the year
-      
-     
280,121
280,121


_______
____________________________________

Balance at 31 December 2006
            705,552
590,964
(85,493)
1,211,023


                                                        ======
===============================

Balance at 1 January 2007
705,552
590,964
(85,493)
1,211,023
Net profit for the year
                                      -                     -     
462,769
462,769


_______
______________
______________________

Balance at 31 December 2007
705,552
590,964
377,276
1,673,792



                                                        ======
===============================                                                 
The notes on pages 10 to 24 are an integral part of these financial statements

Cash flow statement
for the year ended 31 December  
In thousands of Leones
Note
2007
2006
Operating activities

Profit for the year

470,523
280,121 
Depreciation
19
14,309
5,559


_______
_______
Cash flow from operating profits before changes


 
in operating assets and liabilities

484,832
285,680
Changes in operating assets and liabilities
Loan to customers

(614,306)
(919,957) 
Other assets

33,680
7,330 
Dues to customers

192,101
140,638
Payables and accruals

(22,319)
21,222


_______
_______
Net cash outflow from operating activities

                 (410,844)
(465,087)    


_______
_______
Investing activities

Purchase of property, plant and equipment
19
(45,000)
(10,000) 

_______
_______

Net cash outflow from investing activities

(45,000)
(10,000) 


_______
_______
Financing activities

Repayment of short-term loan
(17,800)
-   
Short-term loan                                                           
                    
  -    
 41,300    
Deferred Income                                                                            (203,745)           
194,642
Capital grants                                                                                 
-   
124,106   


_______
_______
Net cash flow from financing activities

(221,545)
360,048    


_______
_______
Net decrease in cash and cash equivalents   

(192,557)
(115,039)

Cash and cash equivalents at the  
beginning of the year

145,057
260,096 



________
_______
Cash and cash equivalents at the  
end of the year
13
(47,500)
145,057


=======
======
The notes on pages 10 to 24 are an integral part of these financial statements

Notes to the financial statements

1.
Reporting entity


Hope Micro is a Microfinance organisation established in Sierra Leone by World Hope International on the 22 June 2004.  It was initially operated as a program under the World Hope International (WHI) providing loans to returning and host populations to restart their businesses.  Based on its potential to grow it was detached from its parent body World Hope International (WHI) as a means to focus on the granting of micro-credit facilities.
         The address of its head office is 5 Bailey Street Brookfields in Freetown. 
Presently, the organisation grants the following types of micro-credit:

i. The loans general 

This is Hope Micro initial loan product.  Targeted clients for this product are female market vendors and petty traders selling in the markets of Freetown and Makeni.  The duration of loan is four months with weekly repayments.

ii. 
Six months product 

This is designed for those who will desire to expand their business and need additional higher loan than that given under the loans general. Repayment is done mainly bi-weekly over six months.
iii. Six months thirty six


This product was launched especially for salaried workers who request for the loan through their office.  The loan period is six months with monthly repayments.  This loan attracts mainly teachers.
iv.
Six months forty-two

This product was introduced because of the constraint faced by the six month products as bulk of the amount were tied-up in monthly repayments with the same interest rate as loans general.  This product attracts 21% interest rate with repayment every month.
2.
Basis of preparation

(a)
Basis of presentation of the financial statement

These financial statements have been prepared in accordance with note 3 of this financial statements and the Disclosure Guidelines for Financial Reporting by Microfinance Institution which guidelines are voluntary norms recommended by a consultative group of sponsors including the Consultative Group to Assist the Poor (CGAP).   

Notes to the financial statements (continued)
 (b)
Basis of measurement


The financial statements have been prepared on the historical cost basis except for financial instruments through profit or loss measured at fair value;

(c) Fundamental and presentation currency


Items included in the financial statements are measured using the currency of the primary economic environment in which the organisation’s operates (the functional currency).  The financial statements are presented in Leones, which is the organisation’s functional and presentation currency.

(d) Use of estimates and judgments


The preparation of financial statements requires management to make judgments, estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses.  Actual results may differ from these estimates.


Estimates and underlying assumptions are reviewed on an on going basis.  Revisions to accounting estimates are recognised in the period in which the estimate is revised and in any future periods affected.


In particular, information about significant areas of estimation, uncertainty and critical judgments in applying accounting policies that have the most significant effect on the amount recognised in the financial statements are described in the following notes:


Note 16                     
Provision for bad loans

 
Note  3(i)                     
Measurement of Employee benefits

3. Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these financial statements.  

Certain comparative amounts have been reclassified to conform with the current year’s presentation.

(a)
Foreign currency


Foreign currency transactions


Transactions in foreign currencies are translated to the functional currency at exchange rates at the dates of the transactions.  Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to the functional currency at the exchange rate at that date.  The foreign currency gain or loss on monetary items is the difference between amortised cost in the functional currency at the beginning of the period adjusted for effective interest and payments during the period, and the amortised cost in foreign currency translated at the exchange rate at the end of the period.  Foreign currency differences arising on retranslation are recognised in profit or loss.

Notes to the financial statements (continued)


Significant accounting policies (continued)

(b) Interest income  


Interest income is recognised in the income statements for all operating loans on a cash basis.  However, International Financial Reporting Standards recommends an accrual basis and therefore at the end of the year, adjustments are made to accrue interest income on late but performing loans.
(c) Loan processing fees


This is a fee paid by each respective group on approval of their loan application.  It is charged by Hope Micro and used to cover loan processing costs.  The amount is usually paid before the loans are disbursed.  

(d) 
Property, plant and equipment (operating assets)

(i)
Recognition and measurement


Items of operating assets are measured at cost less accumulated depreciation and impairment losses.


Cost includes expenditures that are directly attributable to the acquisition of the assets.  The cost of self constructed assets includes the cost of materials and direct labour, any other costs directly attributable to bringing the assets to a working condition for its intended use, and the cost of dismantling and removing the items and restoring the site on which they are located.  Purchased software that is integral to the functionality of the related equipment is capitalised as part of that equipment.


When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major components) of property, plant and equipment.
         Assets with values lower than the equivalent of $3,000 are written off in the year of purchase.

(ii) Subsequent costs


The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if it is probable that the future economic benefits embodied within the part will flow to the organisation’s and its cost can be measured reliably.  The cost of the day-to-day servicing of property, plant and equipment are recognised in profit or loss as incurred.

(iii)
Depreciation


Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part of an item of property, plant and equipment.  Leasehold assets are depreciated over the shorter of the lease term and their useful lives.  Land is not depreciated.

Notes to the financial statements (continued)


Significant accounting policies (continued)


The estimated useful lives for the current and comparative periods are as


follows:

                                    
Rates
        Useful lives
          Vehicles/cycles
20%
     
5 years


Assets residual value and useful lives are reviewed and adjusted, if appropriate at each balance sheet date.

 (iv)
Disposals 


Gains or losses on the disposal or scrapping of property, plant and equipment are determined as the difference between the sales price less the cost of dismantling selling and re-assembly the assets and the carrying amount.  Any gains or losses are recognised in the income statement as other operating income or other expenses respectively.

 (e)
Financial assets


The organisation’s classifies its financial assets in the following categories: loans and held-to-maturity investments.  Management determines the classification of its investments at initial recognition.

(a) 
Loans and receivables


Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They arise when the organisation’s provides money, goods or services directly to a debtor with no intention of trading the receivable.

(b) 
Held-to-maturity


Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities that the organisation’s management has the positive intention and ability to hold to maturity. 

(f)
Impairment of financial assets


The organisation assesses at each balance sheet date whether there is objective evidence that a financial asset or group of financial assets is impaired.  A financial asset or a group of financial assets is impaired and impairment losses are incurred if, and only if, there is objective evidence of impairment as a result of one or more events that occurred after the iinitial recognition of the asset (a ‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated.  Objective evidence that a financial asset or group of assets is impaired includes observable data that comes to the attention of the organisation about the following loss events:

(i) 
Significant financial difficulty of the issuer or obligor;

(ii) 
a breach of contract, such as a default or delinquency in interest or principal payments.

The organisation first assesses whether objective evidence of impairment exists individually and collectively. If the organisation determines that no objective evidence of impairment exists for an individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets with similar credit risk characteristics and collectively assesses them for impairment.  
Notes to the financial statements (continued)


Significant accounting policies (continued)

Assets that are individually assessed for impairment and for which an impairment loss is or continues to be recognised are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss on loans and receivables or held-to-maturity investments carried at amortised cost has been incurred, the amount of the loss is measured as the difference between the assets’s carrying amount and the present value of estimated future cash flows (excluding future credit losses that have not been incurred).  The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is recognised in the income statement.

When a loan is uncollectable, it is written off against the related provision for loan impairment. Such loans are written off after all the necessary procedures have been completed and the amount of the loss has been determined. Subsequent recoveries of amounts previously written off are treated as debt recoveries in the income statement.
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the previously recognised impairment loss is reversed by adjusting the allowance account. The amount of the reversal is recognised in the income statement.

(g)
Provisions


Provisions for legal claims are recognised when the organisation has a present legal or constructive obligation as a result of past events; and it is more likely than not that an outflow of resources will be required to settle the obligation; and the amount has been reliably estimated.  Provisions are not recognised for future operating losses.


Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by considering the class of obligations as a whole.  A provision is recognised even if the likelihood of an outflow with respect to any one item included in the same class of obligations may be small.

 (h)
Employee benefit 

(a)
Pension obligations


The organisation’s operates a defined contribution scheme.  A defined contribution plan is a pension plan under which the organisation’s pays fixed contributions into a separate entity.  The scheme is generally funded through payments to the National Social Security and Insurance Trust on a mandatory basis.  The organisation’s has no legal or constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay all employees the benefits relating to employee service in the current and prior periods.  The contributions are recognised as employee benefit expense when they are due.  Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in the future payments is available. 

Notes to the financial statements (continued)

Significant accounting policies (continued)
(b)
End of service benefits

This refers to an employee benefit obligation which falls due wholly within twelve months after the end of service by the employee.  The expected cost of these benefits is accrued over the period of employment.  This obligation is not subject to actuarial valuation because no actuarial assumptions are required to measure the obligation or the cost and therefore, there is no possibility of any actuarial gain or loss.     

(i) 
Stocks.


Inventory items are stated at the lower of cost and net realisable value.

(j) 
Finance income and expenses


Finance income comprises foreign currency gains.


Finance expenses comprise foreign currency losses and bank charges.  All foreign exchange losses and gains are recognised in profit or loss.

(k)
Segment reporting

The organisation’s operates in only one economic environment – Sierra Leone and does not consider that reporting by business segment will lead to a clearer understanding of the financial statements.


Administrative expenses


Administrative expenses comprise expenses relating to administrative staff and management, including office expenses, salaries and depreciation as well as other indirect costs. 

 (l)
Borrowings


Borrowings are recognised initially at fair value, being the proceeds net of transaction costs incurred.  If the amount borrowed is denominated in Leones, which is the organisation’s presentation and reporting currency, it is maintained at the initial amount recorded, less any repayments made as at the reporting date. If the amount is denominated in a currency other than the reporting currency of the organisation’s. It is revalued and adjusted through the income statement at each reporting date.


Borrowings are classified as current liabilities unless when the organisation’s has an unconditional right to defer settlement of the liability for at least 12 months after the balance sheet date.

(m)
Donation and grants


Grants to be utilised for providing loans are recorded directly in the balance sheet as capital grants.   Grants for the acquisition of fixed assets are treated as deferred income and recognised in the income statement as the asset is depreciated.  Revenue grants are recognised as income receipt.
Notes to the financial statements (continued)

4.
Financial risk factors

The organisation’s activities expose it to a variety of financial risks, including:

(a) Credit risk


The organisation’s takes on exposures to credit risk, which is the risk that a client will be unable to pay amounts in full when due.  Credit risk is managed by obtaining moral guarantee from group members to bear responsibility for repayment of both principal and interest amount when they are due.  All repayments are made in groups and not individually.  Impairment provisions are provided for losses that may have been incurred at the balance sheet date.  Management therefore carefully manages its exposure to credit risk.


All clients depending on the type of loan makes cash collateral savings and this can also be used to offset outstanding loan amounts due.  10% savings is made for salary loans and 15% for business.
(b)
Liquidity risk

 
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, and the availability of funding through an adequate amount of committed credit facilities.  The organisation’s manages this risk by maintaining sufficient cash, and investing any excess cash over its anticipated requirements.

5.
Financial revenue


In thousands of Leones
       2007   
2006

Interest on loans
912,987
967,684

======
======
6a.
Financing income

In thousands of Leones
      2007
 2006
  

Finance income
-   
6,677


=====
=====

6b.
Financing expense 


In thousands of Leones
      2007 
 2006

Currency  
3,217
-   

Bank charges
24,325
20,234

Interest expenses
9,496
-   



_______
______



37,038
29,234


======
=====

7.
Fees and commission income 


In thousands of Leones
  2007    
  2006

Loan processing and penalty fees 
630,215
160,483


======
======
Notes to the financial statements (continued)

8.
Other income


In thousands of Leones
        2007
2006
                   
 Other income
40,185
-   

Miscellaneous
4,540
6,794

Gain on disposal of fixed assets
2,655
-   


Loan recovery
1,400
-   



______
_____



48,783
6,794


=====
====

9.
Administrative expenses


In thousands of Leones
        2007
2006
        

Staff costs:


Salaries and allowances
753,181
582,458 

Other personnel costs
20,264
4,207 



_______
______


773,445
586,665
          Depreciation
       14,310 
5,559 

Rent and rates
43,910
        41,530

Electricity and water
     4,804
48,892 

Repairs and maintenance
55,764
            43,998

Printing and stationery
                                                            72,365
56,419 

Motor vehicles expenses
65,232
-   


Generator expenses
27,258
-   


Dues and subscription
6,645
-   



________
______

                                                                                          
1,063,733
822,584


                                                               =======
======

10. 
Operating expenses


In thousands of Leones

2007
2006
          Audit fees
18,000   
12,080

Communications
                                                           65,205
15,675

Travelling
  157,758
69,056

Others
  14,774
116,162

Professional fees
24,401
-   


         ______ 
______



280,138
212,973  


   ====== 
 ======

11.
Donations and grant income


In thousands of Leones
2007       
2006 

Revenue grant (12a)

228,213
212,336 

Released from deferred income                         
203,745      
3,044     



_______
______
                           
431,958
215,380
                                                                                                        ======                   ======

Notes to the financial statements (continued)
11a.
Revenue grant


The above represents amount received from World Hope International. 

In thousands of Leones 


2007
2006

Cash 


222,000
212,336 

Laptop (s)


6,213
-   




_______
_______




228,213
212,336   




======
======
12.
Taxation

Hope Micro is an Non-Governmental Organisation (NGO) and therefore not liable to corporation tax. 
13.
Cash and cash equivalents 


In thousands of Leones
      2007 
 2006 
Cash at bank
61,940
112,151
Cash in hand 
2,051
32,906

______
______


63,991
145,057
Overdraft
(111,491)
-   


_______
_______


(47,500)
145,057

======
======

The above balances are available for use by the organisation’s as there are no withdrawal restrictions on them.

14.
Net loan portfolio

In thousands of Leones                                                
2007
                       
2006

Loan principal outstanding

2,667,468

1,922,237                                                 

General provision                                     

(200,190)

(61,511) 



________
________
                                                                                                    
2,467,278
 
1,860,726                    


                                                                                   
         =======                 =======

Included in loan outstanding is Le784 million (2006: Le591 million) secured against cash collateral pledge with the organisation. The loan balances are secured by group guarantees.

15.
Loan loss reserve

In thousands of Leones
2007
2006


Opening balance
61,511
32,570

Provision for the year
180,265
60,627
         Bad debt written off
(41,586)
(31,686)  




______
_______

Balance at 31 December
200,190
61,511



======
=======
Notes to the financial statements (continued)

16.
Particulars of amount written off


In thousands of Leones
2007
2006

Directly charged to loan loss reserve
41,586
31,686 



=====
======



The above represents non performing advances overdue for more than 180 days written off in accordance with the organisation’s credit policies.

17.
Net loan portfolio

17.1
Analysis by product type


In thousands of Leones
2007
2006

Loans general only
763,969
420,812

Six month products only
942,774
615,814

Six months forty-two
25,445
372,946

Six months thirty six
441,442
   497,917

Other loans
493,838
   14,748


________
_______ 


Gross loan
2,667,468
1,922,237



Less loan loss provision
(200,190)
(61,511) 


________
_______



2,467,278
1,860,726


=======
=======

17.2
Analysis by geographical segment


In thousands of Leones
2007
2006

Freetown central
1,856,570
1,298,675

Makeni                                                                                  
852,484
655,248

Amount written off                                                                
(41,586)    
(31,686)  



________
_______


2,667,468
1,922,237


=======
=======

18.
Other assets


In thousands of Leones                                                             
2007
2006
Prepayments
35,572
   42,605
Staff loans                                                                                
       -         
26,647                

                                                                          ______
               _____



35,572
69,252


                                                                                        ====== 
=====

Notes to the financial statements (continued)

19.
Property, plant and equipment


Vehicles

Total 


 
Le’000


Cost 

At 1 January 2006
 
20,294


Additions 
 
10,000



 
_______


Balance 31 December 2006
 
30,294



 
======


Balance at 1 January 2007
 
30,294



Additions 
 
45,000



 
______


Balance 31 January 2007
 
75,294



 
======


Depreciation


At 1 January 2006
 
3,044


Depreciation charge 
 
5,559




 
_____


Balance 31 December 2006 
 
8,603



 
=====


Balance at 1 January 2007

8,603


Depreciation charge
 
14,309


 
______

Balance 31 December 2007
 
22,912


 
=====

Carrying amounts:


At 1 January 2006
 
17,250



 
=====


31 December 2006
 
21,691



 
=====


At 1 January 2007
 
21,691



 
=====


31 December 2007
 
52,382


 
===== 


Notes to the financial statements (continued)

20.
Due to customers 


In thousands of Leones                                      
 2007  
2006


Cash collateral deposits 
783,850
591,749



======
======
          These are guarantee deposit of 15% of the principal loan balance required for individual credits. These deposits do not earn interest and may be withdrawn on the maturity of the underlying individual credits.
21.
Payables and accruals


In thousands of Leones                                              
  2007
2006 
Accounts payable 
-  
6,840
Salaries payable                                                               
-  
9,319 
Audit fees payable                                                          
18,000
   24,160
                                                                
______
_____


18,000
40,319
                                                                                                  ====== 
=====

22. 
Deferred income
    
In thousands of Leones                                             
 2007                           2006
     
Grant for fixed asset: 

Balance 1 January

212,335
  
17,693




Release to revenue
  
(203,745)

(3,044)





_______

_______



8,590

14,649

Deferred grant

-      

197,686

   




_______

______



8,590

212,335






======

======
 (i)
Grants for fixed assets are treated as deferred income and recognised in the income statement as the asset is amortised.
(ii) Deferred grants were provided by UNDP/UNCDF and KWF through the (World Hope International) for the organisations activities covering the period January to June 2007.
Notes to the financial statements (continued)

23. 
Short-term loan


In thousands of Leones                                               
 2007
2006

World Hope International
23,500
41,300 
                                                                                                          =====                     ===== 

The loan was provided by the World Hope International Sierra Leone office to Hope Micro as a means of supporting the loan portfolio.  The loan is interest free.
24.
Contribution 

In thousands of Leones                                                      
2007
 2006

Balance at 31 December
705,552
705,552


======
======


This represents the take up balance of Hope Micro when it was split from World Hope International in 2004.
25.
Capital Grants


The Capital grant is from UNCDF/UNDP 2007: US$ Nil (2006: US$ 107,889) and KWF 2007: US$ Nil  (2006: US$73,780. The grants are used for providing loans. Both grants were provided through the parent organisation‘s World Hope International and Hope Micro.
26.
Accumulated fund




Restated

In thousands of Leones
2007
2006


Balance at 1 January                                    
(85,493)
(365,614) 

Results for the year
                 462,769  
280,121 


_______
_______


Balance at 31 December
377,276
(85,493) 


======
=======

                                                                                   


======
======
27.
Portfolio quality report 

The organisation’s main measure of loan delinquency is an aged portfolio at risk ratio.    Loans are separated into classes depending on the number of days they are overdue. For each class of loan, the outstanding principal balance of such loans is divided by the outstanding principal balance of the gross loan portfolio (that is before deducting the allowance for loan loss).
Loans are considered overdue if any payment has fallen due and remained unpaid. Loan payments are applied first to any interest due then to any instalments of principal that is due but unpaid, beginning with the earliest such instalment.
Notes to the financial statements (continued)

Portfolio quality report (continued)
The number of days, lateness is based on the due date of the earliest loan instalment that has not been fully paid.  The organisation does not convert late or penalty interest into principal.

                                                      2007

                               2006



Portfolio

Portfolio


              Amount
                 at risk
Amount
at risk



Le ‘000

Le ‘000

          Loans

Current 



1 - 30 days
414,747
15.55
57,873
3.00

31 - 60 days
58,067
2.18
20,876
1.08


61 - 90 days
37,425
1.40
6,184
0.32

91 – 120 days
20,733
0.78
1,630
0.08

More than 120 days
147,434
7.67
6,993
0.36


_______
                ____
______
____


678,406
27.58
93,556
4.84


=======
                ====
=====
====
28.
Related party

The organisation is 100% owned by World Hope International which operates as a Non-Governmental Organisation in America with an office in Sierra Leone. 

The organisation is financed by the World Hope International and the following to Hope micro by World Hope International.

In thousands of Leones 


2007

Cash 


222,000

Laptop (s)


6,213




_______





228,213









======
 29.
Cumulative grants


In thousands of Leones 
UNDP/UNCDF
KFW
WHI
Total


2004
-       
-    
420,718
420,718

2005
452,548
111,779
25,976
590,303

2006
317,144
216,984
-    
534,128


2007
-   
-    
228,213
228,213


________
_______________________________



769,692
328,763
674,907
1,778,362

                                                             =======
============================
30
Contingencies 


There were no contingent assets or liabilities at 31 December 2007.  
31.
Capital commitments


There were no capital commitments as at 31 December 2007.

Notes to the financial statements (continued)

32.
Non compliance with Other Financial Services Act

The organisation carries out financial activities as defined in the Other Financial Services Act 2001, which includes giving out credit to customers and taking collaterals from them as deposits to secure the loans disbursed.   Section 3 of the Other Financial Services Act, 2001, requires that no person shall carry on any financial activity unless that person holds a valid license issued by the Central Bank of Sierra Leone.  However the Central Bank is yet to issue a license to all Micro Finance Institutions operations in the country. 


However the organisation is registered with the Ministry of Development and Economic Planning and the Central Bank is aware of its operations.

33.
Post balance sheet events


Events subsequent to the balance sheet date are reflected only to the extent they relate directly to the financial statements and their effect is material.  There were none such events as at the date these financial statements were signed.
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