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Dear Sirs/Madams,

We have pleasure in enclosing a copy of the independent auditor's report and financial
statements of Development and Hotel Company (S.C.) for the year ended 30 June 2023.

Yours faithfully,

cc:  The Chairman of the Board of Management
Development and Hotel Company (S.C.)
Addis Ababa (with five copies of the management letter and five copies of the
independent auditor’'s report and financial statements)

Office of the Federal Auditor General (with a copy of management letter and a
copy of independent auditor’s report and financial statements)

Ministry of Finance (with a copy of management letter)
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DEVELOPMENT AND HOTEL COMPANY (8.C.)
REPORT OF THE MANAGEMENT
FOR THE YEAR ENDED 30 JUNE 2023

Management has the pleasure of presenting its report on the affairs of Development and Hotel Company
S.C. (DHC) ("The Company") together with the financial statements for the year ended June 30, 2023. This
report discloses the financial performance and state of affairs of the Company.

Incorporation

Addis Ababa, Ethiopia
Operating results

Development and Hotel Company S.C. (DHC) being the owner and lessor of Addis Ababa Hilton
International Hotel leases its assets for the renowned hotel operator, Hilton International USA, for the
whole supervision and management of the Hotel. By Virtue of this, DHC has been entrusted with the
supervision and monitoring of the operations of the Hotel as a whole.

The Company's results for the year ended June 30, 2023 are set out on page 4. The summarized results are
presented below.

June 30,2023 June 30,2022
ETB ETB
Revenue 191,169,665 103,058,773
Profit before income tax 142,949,559 54,913,469
Income tax expense 44,148,597 18,706,499
Profit for the year 98,800,962 36,206,971
Deferred income 1,797,358 2,310,646
Total Comprehensive income 100,598,320 , 38,517,61?,

The Management who held offic during the year and to date of this report are set out on page i.
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Teserra Kifetew -\ Shewaﬁgfzaw Gutema
Head ,Office of Board of Directors Finance Manager
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DEVELOPMENT & HOTEL COMPANY (S.C.)
STATEMENT OF MANAGEMENT'S RESPONSIBILITIES
FOR THE YEAR ENDED 30 JUNE 2023

In compliance with Article 14(8) of the Public Enterprises Proclamation No. 25/1992, the
Management of the Company (hereinafter referred to as the Management) of Development
and Hotel Company (S.C.) (hereinafter referred to as the Company) is responsible for the
preparation of the annual financial statements that fairly present the state of affairs of the
Company at the end of the financial year and of the profit or loss and cash flows for that year
in accordance with International Financial Reporting  Standards (IFRS), the Financial
Reporting Proclamation No, 847/2014, and the requirements of Article 12(8) of the Public
Enterprises Proclamation No. 25/1992 The Management is also responsible for safeguarding
the assets of the Company.

The Management is also responsible for the maintenance of adequate accounting records and
the preparation and integrity of the annual financial statements and related information. To
enable the Management to meet these responsibilities it set standards and implement systems
of internal controls, accounting and information systems. Management is responsible for the
systems of internal control. These are designed to provide reasonable, but not absolute
assurance as to the reliability of the annual financial statements and to adequately safeguard,
verify and maintain accountability of assets, and to prevent and detect material misstatements

and loss.

The Management is of the opinion that the Company has adequate resources to continue in
operation for the foreseeable future based on forecasts and available cash resources and
accordingly the annual financial statements have been prepared on a going concern basis.

It is the responsibility of the external auditors to express an opinion on the annual financial
statements.

The financial statements of pages 4 to 35 were approved by the General Manager on behalf of
the Management on December 35,2023

Signed on behalf of the Management by:

“.. "L\ \“" A
Teserra Kifetew Shewangizaw Gutema
General manager Finance Manager
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDER OF
DEVELOPMENT AND HOTEL COMPANY (SHARE COMPANY)

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Development and Hotel Company (the company),
which comprise the statement of financial position as at 30 June 2023, and statement of profit or
loss and other comprehensive income. statement of changes in equity and statement of cash
tlows for the year then ended. and notes to the linancial statements, including a summary of

significant accounting policies.

In our opinion, the accompanying financial statement present fairly, in all material respect, the
financial position of the Company as at 30 June 2023 and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards

(IFRSs).
Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Enterprise
in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) together with the Ethical requirements that are relevant
to our audit of the financial statements in Ethiopia, and we have fulfilled our other ethical
responsibilities in accordance with these requirements of the IESBA Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment. were of most signiticance
in our audit of the financial statements of the current period. These matters were addressed in the
context ot our audit of the financial statements as a whole, and in forming our opinion; we do not
provide a scparate opinion on these matters. We have determined that there are no key audit

matters 10 communicate in our report.
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INDEPENDENT AUDITOR’S REPORT TO THESHAREHOLDER OF
DEVELOPMENT AND HOTEL COMPANY (SHARE COMPANY (continued)

Report on the Audit of the Financial Statements (continued)

Responsibilities of Management and those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with IFRSs. and for such internal control as management determines is necessary
to cnable the preparation of financial statements that are free from material misstatement.
whether due to fraud or error.

[n preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial

reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our responsibility is to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error. and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance. but
is not a guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in aggregate. they could reasonably be expected to intluence the
cconomic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the financial statements, whether due
to lraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is suflicient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from [raud is higher than for one resulting
[rom error, as lfraud may involve collusion, forgery, intentional omissions.
misrepresentations, or the override of internal control.

* Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. but not for the purpose of expressing an
opinion on the eftectiveness of the Enterprise’s internal control.




INDEPENDENT AUDITOR’S REPORT TO THESHAREHOLDER OF
DEVELOPMENT AND HOTEL COMPANY (SHARE COMPANY (continued)

Report on the Audit of the Financial Statements (continued)
Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

o Lvaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained. whether a material uncertainty exists
related to events or conditions that may cast signiticant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, tuture
events or conditions may cause the Company to cease to continue as a going concern.

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

We communicate with those charged with governance 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 audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related sateguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the current
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 a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benelits ol such communication.

The engagement partner on the audit resulting in this independent auditor’s report is W/ro Kokeb

Sime.
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DEVELOPMENT AND HOTEL COMPANY (5.C.)
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FORTHE YEAR ENDED JUNE 30, 2023

INCOME
Revenue
Other Income

EXPENSES
Adminstartion Expense
Bourd lFees
Audit Fee

PROFIT BEFORE TAX
Income Tax Expense

Profit after tax for the year
Add: Deferred Income

Total comprehensive income

Notes

18

16

Birr

189390110

1.779.225

17.892.600
155.000)
172,500

2022 —l

Birr

Y9.711.349

_3.347.423

44.148.397

191,169,665 103,058,773
148,020,303

75.000

30,000

48,220,106 48,145,303
142,949,559 54,913,470

18.706.499

28,800,962

1.797.358

w3006, 971

231 “‘(l-t(l

100,598,320

38,517,617




DEVELOPMENT AND HOTEL COMPANY (S.C)

STATEMENT OF FINANCIAL POSITION
\S AT JUNE 30, 2023

Noles
ASSETS
NON-CURRENT ASSETS
Property. Plant and LEguipmenct 10
Irade Receivables - Long Term I
Freasury Notes ]
Total Non-Current Asscts
CURRENT ASSETS
Staft debtor
Trade Receivables 12
Deposit and Prepayments 15
FINED TIME deposit I
Cash and Bank Balances
Total Current Assets
TOTAL ASSETS
EQUITY AND LIABILITIES
CAPITAL AND RESERVES
Capital
lewal Reserve
General Reserve
Revaluation reserve
Retained Barnings
Total Equity and Reserves
NON-CURRENT LIABILITY
Deferved Tax Liability 16
CURRENT LIABILITIES
Creditors and Accruals 17
Prolit tax payable 18
State Dividend 19
Industrial Development Fund 20

Total Carrent Liability

FOTALLIABILITY AND EQUITY

Birr

L30ERO2Y

71.123.0%0

210,267,725

2022

Birr

1.0-48.369.7044
133902086

239.948.000

1,442,219,790

3.000

[ 1295300
223510
260410327
28308844

402,873,781

41789475
22,310
43.4060.628
8.379.351

95,851,704

619,141,506

20.228.479
045,696
970.194
102,693.040

_592.792.781

720,732,193

228,214,463

1.270.047
d 1804
170,119,169
431,636,990
670,194,850

_1,538.071.554

20.228.479
F.045.096
970,194
102.695.0:0

.. 390.995,426

718,934,835

230,011,821

S10.919

1 8.722.739
[340054.655
J13.136.003

589,124,898

1,619,141,506

1.538,071.554
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DEVELOPMENT AND HOTEL COMPANY (S.C))
STATEMENT OF CASIH FLLOWS
FORTHE YEAR ENDLED 30 JUNIE 2023

Cush Flows from Operating Activities
Protitl.oss) betore Taxation
vdjusument lor:
Income tax paid
Profit tax adjustment - paid
Im estment Income
Gain on disposal of lixed assel
Depreciation ol PP&I:

Muovement in Working capital

Increase (decreasse) in Trade Receivables
Increase (decreasse) Trade Receivables - Long Term
Fixed time deposit
Inerease (decreasse) Creditors and Accruals
Cush generated from operations
Net Cash flows from operating Activities
Cush Flow from Investing Activities
Interest Received
Purchuse ol PP&E
Proceeds [rom sale ol PP&L
Net Cash used in Investing Activities
Cash Flows from Financing Activities
Dividend Paid
Net Cush used in Financing Activities
Inercuse (Decerease) in Cash and Cush Equivalents
Cas and Cash Equivalents at begninning ol period
Casloand Cash Equivalents at end ol period

Components of Cash and Cash Equivalens

Cash and Bank Balance
IFixed Time Deposit

Birr

142,919,559

(18722692
LLT78.700)

J1.836.872

164,284,980

(72.342.423)

2022

Birr
34915470

(1.0:18.982)
C1830)
12.039.0: 1)
(707.783)
10,660,505

806,162,733

(21.172.974)

62,778,390 (21,738,717)
259,948,000 :
o dsRdd0 ) 173790
250,842,694 (42,737,901)
415,127,674 43,424,832

1.778.704)
(139.814.596)
1203397

(136,832,439)

C(43.616.043)

(3,616,043
234,679,192
54.039.979
288,719,171

28308814
200.110.327
288,719,171

2.039.6-11
(21.289.730)

(14.340,107)

_(20.000.000)
—(20.000.000)
9.08:4.723
44.935.254
54,039,979

8.379.351
_43.44060.028

54,039,979




DEVELOPMENT & HOTEL COMPANY (S.C.)
NOTES TO THE FINANCIAL STATEMENTS

| COMPANY INFORMATION

Development & Hotel Company S.C. Is a lully covernment owned public enterprise
established in the yvear 1961 EC 1o engage in hotel development and associated business.
Lhe Company s the owner ol Hilton Addis Ababa which it leases to Hilton International
under w lease agreement for 20 years with the right to extend the term [or three successive
periods of ten years. The initial agreement has expired us at 31 December 2019, The
Company and the Lessee agreed to extend the rental period for another additional three
vears tll 31 December 2025.By virtue of this, the supervision and monitoring ol the

operations ol the Hotel as a whole has been entrusted to the Company.
The Company is located in Addis Ababa Ethiopia.

2 BASIS OF PREPARATION AND COMPLIANCE

2.1 Statement of compliance

These linancial statements, including comparatives. have been prepared in accordance with
FFinancial Reporting Standards (I'RS) as issuecd by the

[nternational
a going concern.

International Accounting Standards Board (IASB) applicable 1o a
which contemplates the realization ol assets and settlement of liabilitics in the normal course

ol business.
2.2 Basis of Preparation

Fhese linancial statements have been prepared on a historical cost basis. except lor
linancial instruments classified as (inancial instruments at fair value through prolit and
loss. which are stated at their fair value and assets classified as held for sale. which are
measured at fair value less cost o sell. In addition, these linancial statements have been

prepared using the acerual basis of accounting except for cash low information.

2.3 Going Concern

The directors have reviewed the Company’s operational and cash 1low forccasts. On the
busis ol this review, afler making enquirics. and in the light of the current linancial
position. the existing banking lacilitics and other Tunding arrangements. the directors
contirm that they have a reasonable expectation that the Company have adequate resources

to continue in operational existence for the toresecable Tuture.




DEVELOPMENT & HOTEL COMPANY (S.C.)
NOTES TO THE FINANCIAL STATEMENTS (continued)

2.4 Fiscal vear

'he Company’s fiscal year runs tfrom Julyl to June30. These (inancial statements are lor

-~

the vear 2022/23 with comparative ligures of 2021/22.
2.5 Significant Accounting Judgments, Fstimates, and Assumptions

The preparation of financial statements in conlormity with [FRS requires the management
ol the Company to make judgments. estimates and assumptions which atleet the reported
amount ol the Company’s assets. liabilitics, income. expenses. and related disclosures.
Judgments. assumptions and estimates are based on historical experience, expectations.
current trends and other factors that management believes to be relevant at the time at
which the Company’s financial statements are prepared. Management reviews, on a regular
busis. the Company’s accounting policics. assumptions. estimates and Judgments in order to
cnsure that financial statements are presented [airlv and in accordance with IFRS. Critical
accounting estimates are those that have a signilicant risk of causing material adjustments
and are often applied to matters or outcomes that are inherently uncertain and subject 1o
change. As such. management cautions that future events olien vary from forecasts and
expectations and that estimates routinely require adjustments. Judgments, estimates and
assumptions where there is signilicant risk of material adjustments to assets and liabilities
in future accounting periods include the uselul lives ol property, plant. and cquipment,
usclul-life ol intangible asscts. impairment of (inancial assets. the recoverability of the
carrying value ol retentions, recognition of revenues and allocation of transaction prices.
the recognition and valuation ol provisions for constructions and environmental liabilities.
and the recoverability and measurement ol deferred tax assets and liabilities. Actual resuls

may dilfer from those estimates and assumptions.

3 EARLY ADOPTION OF ACCOUNTING STANDARDS ISSUED BUT NOT YET
EFFECTIVE

A number of new standard and amendments o standards and mterpretations are elfective for
the accounting periods beyond the scope of these financial statements and none ol these is
expected to have a signilicant effect on the linancial statements ol the Company, except the

following set out below.




DEVELOPMENT & HOTEL COMPANY (8.C.)
NOTES TO THE FINANCIAL STATEMENTS (continued)

l IFRS 9: Financial Instruments

HERS 9 replaced TAS 39. The new standard addresses the classilication. measurement and
de recognition of financial assets and [inancial liabilitics. introduces a new impairment

model or Inancial assets.

DHC linancial assets comprising operating lease receivables. other trade receivables
(excluding prepayments). DHC has assessed that these financial assets meet the conditions

lor classification and measurement at amortized cost under 1°RS 9.

Accordingly, there is no impact on the measurement of DHC financial assets at amortized
cost. Besides, there is no impact on DHC financial liabilities as the new requirements only
at lair value through profit

afleet the accounting for financial liabilitics that are designatec

or loss and DHC does not have such liabilities ol signilicant value.

The new impairment model under 1IFRS 9 requires the recognition of impairment provisions
bused on expected credit losses (IECL) rather than only incurred credit losses. as is the case
under IAS 39. It applies to trade receivables and other financial assets. For financial assets
comprising ol operating lease receivables and other trade receivables. DHC adopted the
simplitied approach allowed under IFRS 9. under which liletime expected loss allowance is
estimated Lo caleulate provision. This change did not have any significant impact on the

loss allowance for these financial assets compared 1o the previous methodology:.
Prepayment features with negative compensation (Amendment)

The Amendment to IFRS 9- Financial Instcuments is ellective for annual reporting periods
beginning on or after 1 January 2019 with carlier application permitted. The Amendment
allows Iancial assets with prepayment features that permit or require a party to a conlrucet
cither to pay or receive reasonable compensation for the carly termination ol the contruct
(so that. from the perspective of the holder of the asset there may be negative
compensation’), to be measured at amortized cost or at fair value through other
comprehensive income. The Company’s management is in the process of assessing the
impact of the amendments of IFRS 9 1o ensure the correct and consistent application of the

standard m conjunction with entry into foree ol 1FRS 17, regarding the insurance contracts.




DEVELOPMENT & HOTEL COMPANY (S.C.)
NOTES TO THE FINANCIAL STATEMENTS (continued)

11 IFRIC Interpretation 23: Uncertainty over Income Tax Treatments

Fhe Interpretation is eltective Tor annual periods beginning on or alter | January 2019 with
carlier application permitted. The Interpretation addresses the accounting for income taxes
when lax treatments involve uncertainty that allects the application of [AS 12, The
Interpretation provides guidance on considering uncertain tax treatments separately or
together. examination by tax authorities, the appropriate method to reflect uncertainty and
accounting lor changes in lacts and circumstances. The Company's management is in the

process ol assessing the impact of the new standard on its financial statements.
11 The Annual Improvements to IFRSs 2018 — 2020 Cycle

The TASB has issued the Annual Improvements to [FRSs 2018 — 2020 Cycele which is a
collection ol amendments to [FRSs. The amendments are cflective lor annual periods
beginning on or alter 1 January 2022. The impact of the amendments is not material.,

(Y IFRS 15 Revenue from Contract with Customers

I'RS 15 was issued in May 2014 and establishes a five-siep model to account for revenue
arising [rom contracts with customers. Under [IFRS 13, revenue is recognized at an amount
that reflects the consideration to which an entity expects o be entitled in exchange for
translerring goods or services to a customer. This standard deals with revenue recognition
and establishes principles for reporting uselul information to users of financial statements
about the nature. amount. timing and uncertainty ol revenue and cash [lows arising from an
entity's contracts with the customers.  Revenue is recognized when a customer obtains
control ol'a good or service and that has the ability to direet the use and obtain the benelits

from the good or service.,

The standard replaces IAS 18 'Revenue’ and IAS 11 'Construction contracts' and related
interpretations. The standard is cllective for annual periods beginning on or alter | January

20018 and carlier application is permitted. The Company chose o carly adopt the standard.
Sinee the main income generating Scheme of the compuny falls under the provision ol
RS 160 the impact of IIFRS 15 on preparation and presentation ol (inancial statement is

quite minimal.




DEVELOPMENT & HOTEL COMPANY (5.C.)
NOTES TO THE FINANCIAL STATEMENTS (continued)

v TFRS 16 Leasces

Fhis standard was issued in January 2016 (LTective T January 2019). 1t sets out the
principles tor the recognition. measurement. presentation and disclosure ol leases. The
objective is 1o ensure that lessees and lessors provide relevant information in a manner that
Luthtully represents those transactions. The standard introduces a single lessee accounting
model and requires a lessce o recognize assets and liabilities tor all leases with a term ol
more than 12 months. unless the underlying asset is ol low value. A lessee is required 1o
recognize a right-of-use asset representing its right 1o use the underlying leased asset and a
lcuse lability representing its obligation o make lease payvments. It also substantially

carries lorward the lessor accounting requirements in [AS.

Larly application option for the standard is available and the Company chose to carly adopt
the standard. Since almost all lease arrangements the Company has an operating leases and
the requirement of the new standard when it comes 10 operating lease is quite similar o the
pervious practice of the Company, the impact of IFRS 16 on the preparation  and

presentation ol financial statement is minimal.

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Fhe DHC deseribes the accounting policies applicd in cach of the individual notes 1o the
linancial statements and avoids repeating the text of the standard, unless this is considered
relevant to the understanding of the note’s content. The principal accounting policies
applicd in the preparation ol these financial statements are set out below. These policics

have been consistently applied 1o all the years presented, unless otherwise stated.
+.1 Revenue

Revenue s recognized to the extent that it is probable that the economic benelil arising
lrom the ordinary activities ol the Company will flow o the Company. that revenue can be
measured reliably and that the recognition criteria, for cach type ol revenue-generating
activity have been met. Revenue is measured at the [air value of the consideration received
or recetvable. Revenue is shown. exclusive ol value added tax. rebates and discounts alier

climinating effects of transactions within the branch.

fn accordance with the lease agreement. DEHC's share of prolit currently is 73% of the Gross
Operating Profit as per article #3 of the Amendment ol Agreement dated May 20, 1991,
he annual lease revenue is received in two installments. being at the end of August &

February of cach year.




DEVELOPMENT & HOTEL COMPANY (5.C.)
NOTES TO THE FINANCIAL STATEMENTS (continued)

Revenue is recognized in accordance with IFRS 13, In this case revenue is recognized when
the lesser (DHC) satisties its performance obligation under the Operating lease for the

vear based on the price of the vearly annual lease (share ol prolit).
4.2 Operating expenses

\s per the conceptual framework expenses are recovnized when a decrease in future
ceonomic benelits related 1o a decrease in an asset or an increase of a liability has arisen
that can be measured reliably. This means. in celfect. that recognition of CNXPLnses oceurs
simultancously with the recognition of an increase in liabilities or a decrease in assets (lor
example. the acerual of employee entitlements or the depreciation ol equipment). [ 4.49].
DHC Operating expenses are recognized in prolit or loss as per this delinition.

+.3 Property, plant, and equipment

Property. Plant, and equipment are a long term assct that is primarily held for use by
Company lor its ordinary operations. Property, Plant, and equipment are treated as non-
currentinvestments and arc carried at cost less accumulated  depreciation and any

recognized impairment i value.
+.3.1 Component of costs of Property, plant and equipment

Ihe cost ot Property, plant and equipment includes expenditure that is directly attributable
to the acquisition or construction of the items and subscquent costs incurred 1o replace parts
that are cligible for capitalization. Dismantlement. removal or restoration costs are ineluded
us part of the cost of Property. plant and equipment if the obligation for dismantlement.

removal or restoration is incurred as a consequence ol acquiring or using the asset.
4.3.2  Transaction costs

Costs direetly attributable to an acquisition or construction of an asset are included as part

ol'the cost ol acquisition.

4.3.3  Measurement

Property. plant and equipment ol the Company are valued at acquisition or manulacturing
costs less accumulated  depreciation and  impairment losses. [However, Frechold land s

stated at revalued amount less accumulated impairment losses
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DEVELOPMENT & HOTEL COMPANY (5.C.)
NOTES TO THE FINANCIAL STATEMENTS (continued)

4.3.4  Depreciation

ltems ol Property. plant and cquipment are generally depreciated 1o its estimated residual
value over its expected uselul life on a straight-line basis. Depreciation commences when
the asset s available for its intended use by management. The uscelul lives. depreciation
method and residual values ol Property, plant and equipment. il sienificant. are reviewed
and adjusted annually.  Changes resulting  [rom  the  reassessment are  accounted  for

prospectively as changes in estumates.

The residual values are estimated based on usclul lives as well as other available
mlormation. The useful lives are estimated, by management. based on historic analysis and
other available information. The useful life of an asset is the period in which the Company
expects o utilize the benelits embodied in the assets. and not necessarily the assets’

ceonomic life. Uselul lives of assets are reviewed annually.

The Company uses the following indicators to determine usclul life: expected usage of
asscts. expected physical wear and tear, and technical and commercial obsolescence. An
estimate is made ol the amount the Company would expect to receive currently for the asset
il the asset were already of the age and condition expected at the end of its uselul life.
Depreciation ol Property. plant and cequipment is allocated 1o the appropriate expenses
account by function in the Statement ol Comprehensive Income.

The uselul life of assets lor the purposes ot depreciation at DHC is as tollows:

Years
Buildings 50
Water Well 20
Oftice Furniture and Fixtures 10
Spectal Auxiliary Equipment’s L)
Muotor Vehicles [0
Computer and Information Svstems S

4.3.5  Impairment

Property. plant. and equipment are reviewed lor possible impairment whenever events or
changes in- circumstances indicate that the carrving amount ol un asset may not be
recoverable, I any indication of impairment exists. an estimate of the assel’s recoverable
amount is caleulated. The recoverable amount is determined as the higher of the fair value
less direct costs 1o sell and the asset value in use (being the present value of the expected
tuture cash Hows of the asset). An impairment loss is recognized tor the amount by which

the carryving amount exceeds its recoverable amount.
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DEVELOPMENT & HOTEL COMPANY (S.C))
NOTES TO THE FINANCIAL STATEMENTS (continued)

tor the purpose ol impairment testing ol these ussets. recoverable wmount is determined on
an dividual asset basis unless the asset does not generate cash lows that are largely
mdependent ol those from other assets. [ this is the case. recoverable amount is determined

tor the CGLU to which the asset belongs to.

tpairment losses recognized in prior periods lor Property. plant. and equipment are
assessed at each reporting date for any indications that the impairment loss has decreased or
may no longer exist. The impairment loss is reversed il there has been a change in the
estimates used to determine the recoverable amount ol the asset and is reversed only o the
extent that the carrying amount ol the asset does not exceed the carrying amount that would
have been determined. net ol amortization or depreciation. had no impairment loss been
recognized.  Impairment losses, and any subsequent reversals. are recognized in the

statement ol comprehensive income.
4.3.0  Subscquent expenditure

Subscquent expenditure relating to Property. plant and cquipment that has alrcady been
recognized is added to the carrying amount of the asset when it is probable that future
ceconomic benefits, in excess of the standard of performance ol the asset belore the
expenditure was made, will flow to the Company and the cost can be reliably measured.
Other subscquent expenditure is recognized as an expense during the linancial year in

which it is incurred.
4.3.7  De-recognition/Disposal

Anitem ol property, plant and equipment is derecognized upon disposal or when no tuture
cconomic benelits are expected from its use. Gains and losses on disposals are determined
by comparing disposal procceds with the carrying amount of the disposed asset and are
recognized within other income in the income statement in the period the disposal oceurs.

4.3.8  Development Asset (Asset under Construction)

Development asset (asset under construction) are property. plant and cquipment  being
constructed or developed for future own use. They are stated at cost less accumulated
tnpairment losses. until construction or development is completed. at which time they are
reclassilied to be accounted for as property, plant and cquipment. Cost capitalized includes
cost ol land and other dircetly related development expenditure. including borrowing costs

meurred in developing the propertics.
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DEVELOPMENT & HOTEL COMPANY (S.C.)
NOTES TO THE FINANCIAL STATEMENTS (continued)

4.4 Borrowing costs

Borrowing costs incurred to inance the development ol asset are capitalized during the
pertod ol time that is required to complete and prepare the asset for its intended use. Other
borrowing cosls are recognized on a time-proportion basis in the income statement using
the etfective mterest method. The amount ol borrowing cost capitalized on that asset is the
actual borrowing costs incurred during the period less any investment income on the

tetporary mvestment of those borrowings.
4.5 [nvestment property

Investment property assets are carried at cost less accumulated  depreciation and any
recognized impairment in value. The depreciation policics for investment property are
consistent with those described for owner-occupicd property.

4.6 Assets held-for-sale

Non-current assets are classilied as held-lor-sale when their carrying value will be
recovered principally through a sale transaction rather than through continuing use. This
condition is regarded as being met only when the sale is highly probable and the asset is
available for immediate sale in its present condition. The management ol the Company
must be committed to the sale. which should be expected o qualily Tor recognition as a
completed sale within onc year from the date of classilication. Immediately before
classilication as held-for-sale, the assets are re-measured in accordance with the Company’s
applicable accounting policies. Therealter, the asscts arc measured at the lower of the
carrying amount and fair value less costs to sell.

Impainment losses recognized on initial classification as held-for-sale and subsequent
profits and losses on re-mceasurement are recognized in profit or loss. A gain is recognized
for any subscquent increases in fair value less costs 1o sell of an asset (or disposal group).
but not in excess ol any cumulative impairment loss previously recoenized. Assets held Tor

sale are no longer depreciated or amortized.
4.7 Leased Assets

Al lease contracts entered by the Company (as a lessor or lessee) are accounted for as

prescribed by RS 16.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

A I'he Company as a lessee

\ lease contract is assessed by the Compuny o identily whether a contract contains
a lease. based on whether the contract convevs the right o control the use of an
identilied asset for a period of time in exchange lor consideration. To assess whether a
contract conveys the right o control the use ol an identified asset. the Company assess
whether: a) the contract involves the use of an identilied assel- where the asset is explicitly
and mmplicitly specified in the contract and cither physically sepurate from others or
represent substantially all of the capacity of physically distinct assct b) the Company has the
right to obtain substantially all of the economic benelits [rom use of the asset throughout the

period of use; and ¢) the Company has the right 1o direct the use of the asset.

Al commeneement or on modilication ol a contract that contains a lease component, the
Company allocates consideration in the contract to cach lease component on the basis of its

relative stand-alone price.

The Company recognizes a right-ol-use ol assct and a lease liability at the lease
commencement date. The right-of- use asset is initially measured at cost. which comprises
the mitial amount of the lease liability adjusted for any lease payments made atl or before
the commencement date, plus any initial dircct costs incurred and an estimate of costs 10
dismantle and remove any improvements made to branches or office premises.

The right-ol-use asset is subsequently depreciated using the straight-line method [rom the
commencenient date to the end of the lease termuin addition, the right-of-use asset is
periodically reduced by impairment losses. il any, and adjusted for certain re-measurement

ol the lease liability

The lease liability 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. it that rate cannot be readily determined, and the Company’s incremental borrowing
rate. Generally, The Company uses its incremental borrowing rate as the discount rale.
Lcase payments included in the measurement ol the lease liability comprise the fallowing

fixed puyments. including in-substance tixed pavinents:

Variable lcase payments that depend on an index or a rate. initially measured using the
tndex or rate as the commencement date:

Amounts expected to be payable under a residual value cuarantee: and

Ihe Tease lability is measured at amortized cost it is remeasured when there is a change in
liture lease payments arising rom a change in an index or rate, il there is a change in the
Company’s estimate of the amount expected o be payable under a residual value guarantee.
i the Company changes its assessment of whether it will exercise a purchase. extension or

termination option or if there is revised in-substance lixed lease payment.
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13 Company as a lessor

When the Company acts as a leaser. it determines at lease inception whether the lease is a
linance leases or operating lease. To classily cach lease, the Company makes an overall
assessment ol whether the lease wansters substantially all of the risks and rewards
to ownership ol the underlving asset. [ this is the case. then the lease is a linance

imcidenta
lease i note then it is an operating lease.  As part of this assessment. the Company
considers certain indicators such as whether the lease is for the major part ol the economic
lile ol the assets.

All leases where the Company translers risks and benelits of the asset. and are for pertods
longer than 75% of the asset's estimated usetul lile are accounted as linancing leases. In
this case the leased asset will be derecognized and a reccivable is recognized. 1 none ol
the above criteria are fullilled the lease is recognized as an operating lease in which only

rental income is recognized.

T'he Company applies the de-recognition and impairment requirements in IFRS 9 to the net
investment in the lease. The Company lurther regularly reviews estimated unguaranteed
residual values used in caleulating the gross investment in the lease.

Ihe Company has entered into a lease contract with Hilton International. According to the
contract Hilton International uses all the ussets building. inlrastructure. cquipment. turniture
elassware and all the assets in return Hilton [nternational pays 75% ol its gross operating

profit to DHC in two installments.

The lease agreement as an operating lease, in which all the assets records. are kept with
Company. The Company accounts the depreciation expense. Lven il the lease agreement
sutislies most of the conditions considered lTor finance lease under [FRS 16:63. the
agreement also fails to satisly the basic delinition set for the finance leases. Substantial
transler ol the risks and the rewards associated with the asset. This is because the rent
amount is dependent on the operating gross prolit of Hilton [nternational which. in effect.
leaves the risk and reward of the assets i.c. the possibility of losses Irom idle capacity or
technological obsolescence and of variations, in the [uture economic benelits expected to
(low to the entity due to changing conditions. with the Company. Besides. the agreement
does not require transter of title to Hilton International. Last but not least. accounting the
lease us an operating lease keeps the PPL records withink Company which maintains the

control ol the assets,

18
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L3 Operating Lease

[.case payments [rom operating leases recognized as income on a straight-line basis.  The
Company  recognizes  Income  [rom  Operating  lease  on Monthly  basis. The
Compuany account for a modilication to an operating lease as a new lease from the elfective
date ol the modification. considering any prepaid or accrued lease payments relating 1o

the original lease as part ol the lease payments lor the new lease.

D Short-term Leases and Leases of Low-value assets

It has clected not to recognize right-ol-use assets and lease liabilities for lease of low value
assets and short-term leases. The Company recognizes the leases payments associated with

these leases as an expense on a straight-line basis over the lease term.

4.8 Financial Instruments

A linancial Instrument is any contract that gives rise to a [inancial asset of one entity and a
linancial liability or equity instrument ol another entity.

A Recognition

A Vinancial assets and linancial liabilitics are recognized when the C ompany becomes a party
Lo the contractual provisions ol the inancial instruments.

B Classilication

Al finaneial Instruments need to be classilied as one ol the following: those to be measured
subscequently at fair value (cither through OCI or through profit or loss). and those o be
measured at amortized cost. The classilication depends on the (_‘nmpun\-’:ﬁ busmess model
lor managing the financial asscts and the contractual terms of the cash lows. Cash

rm receivables and payables are measured at their carrying values due o

CUIV:

the short-term maturity ol these instruments.

Assets that are held for collection ol contractual cash (lows where those cash [Tows
represent solely payments ol principal and interest are measured at amortized cost. Interest
mcome from these financial assets is included in [inance income using the cllective interest
rate method. Any gain or loss arising on de-recognition is recognized direetly in prolit or
loss and presented inother gains/ (losses) together with foreign exchange gains and losses.

mpuairment losses are presented as separate line item in the statement of profit or loss,
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M current financial assets the Company has are classitied under amortized cost. The
Company Adopts the expected credit losses model o IFRS 9. The Company uses winortized
cost o measure its linancial assets along with providing for impairment allowance as per
the requirement of IFRS 9. For its lease receivables and other linancial assets. the
Company measures the loss allowance at an amount equal to lifetime expected credit losses
using provision matrix. The provision matrix is based on default rates in conjunction with
more torward-looking information that is reasonably available without unduce cost or effort.
At every reporting date. the default rate is updated to rellect current and  lorecast
credit conditions il there are conditions that indicate detault rates have changed. In cases
where fair value is determined using data which is not obscervable. the diflerence between
the transaction price and model value is only recognized in the prolit or loss when the

inputs become observable. or when the instrument is derecognized.
C De-recognition

A financial asset (or, where applicable a part of a linancial asset or part of a group ol
similar linancial assets) is primarily derecogenized (i.e. removed Irom the Company's
stutement of financial position) when:
- The rights to reccive cash flows [rom the asset have expired. or
- The Company has transferred its rights to reccive cash lows (rom the asset or has
assumed an obligation to pay the received  cash flows in full without material
delay to a third party under a 'pass-through' arrangement; and cither
() The Company has transterred substantially all the risks and rewards of the asset. or
(b) The Company has neither transterred nor retained substantially all the risks and

rewards ol the assel. but has translerred control ol the asset.

In that case. the Company also recognizes an associated liability. The translerred asset and
the associated liability are measured on a basis that reflects the rights and obligations that

the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred assel is
measured at the lower ol the original carrying amount of the asset and the maximum amount

ol consideration that the Company could be required 1o repay.

A tmancial lability 1s derecognized when the contractual obligations are discharged or
cancelled or expired. When an existing financial liability is replaced by another from the
swme lender on substantially different terms. or the terms ol an extsting  liability are
substantially modilied. such an exchange or modilication is treated as de- recognition of the
original hability and the recognition ol a New liability. and the dilterence in the respectlive

cirying amounts is recognized in prolit or loss.
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) Linpairment of financial instrument

DHC assesses at cach reporting date financial asset or a group ol linancial assets
impairment. which is calculated based on expected loss on the future those loss event has
an impact on the estimated lTuture cash lows ol the linancial asset or group ot linancial
assets that can be reliably estimated.

vidence ol impairment may include indications that the debtors or a group ol debtors are
experiencing signiticant nancial ditficulty. default or delinquency in interest or principal
payments. the balance aged more than a year. the probability that they will enter bankruptey
or other ftinancial reorganization and where obscervable data indicate that there is a
measurable decrease i the estimated future cash lows, such as changes in arrcars or

ceonomic conditions that correlate with delaults,

4.8.1  Financial Asset

Financial asset is any assel that is cash or a contractual right o receive cash or another
tinancial asset from another entity. All financial assets except trade receivables are
recogmzed nitally at fair value plus. in the case ol linancial assets not recorded at fair
value through profit or loss. transaction costs that are attributable to the acquisition ol the
financial asset. Subsequently. the inancial asset is measured at amortized cost.

Investments in equity instruments arc measured at [air value, [However. il insuflicient more
recent mformation is available to measure fair value, or il there is a wide range ol possible
lair value measurements. the Company uses cost 1o measure the investments as it represents

the best estimate of fair value within the available ranges.

A Cash and Cash Equivalent

Cash and cash equivalents include cash on hand. deposits with financial institutions and
bank overdralts. Bank overdralis are included in borrowings on the statement ol financial
position. Cash equivalents also comprises short term liquid investment with maturity periods
ol three months or less. [rom the date ol acquisition. including treasury bills when they

are deemed payable within three months.

I3 Trade receivables

Trade reeeivables are recognized initially at transaction price and subscequently measured at
amortized cost. less allowance for impairment. An allowance for impairment of trade
receivables is established when there is objective evidence that the Company will not be
able to collect all amounts due according o the original terms ol the receivables. The
amount ol the allowance is the difference between the asset’s carrving amount and the
estimated  future cash flows. The amount ol the allowance is recognized in the income

statement.
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¢ i'repayment

Prepayments are payments made in advance for services 10 be enjoved in lutare. The
amount is initially capitalized in the reporting period in which the payment is made and

subsequently amortized over the period in which the service is to be enjoyed.
D Other Receivables

Other recetvables are recognized upon the occurrence ol evenl or transaction as they arise
and cancelled when payment is received. The Compuny's other receivables are sundry

recenvables and other receivables [rom debtors.
4.8.2  Financial Liability

Financial labilities arce initially measured at fair value (the transaction price) using
clieetive mterest rate. Alter initial recognition. all [inancial liabilitics ol the Company are
measured at amortized cost. The fair values of trade payables of the Company are similar

with their transaction price.
Trade payables

Trade payables are initially measured at Lair value, and subsequently measured at amortized
cost, using the etlective interest method.

3 Accruals

Accruals are liabilities to pay [or goods or services that the Company received but not yet

been billed for,
C Contract liability

Contract hability is obligation of the Company to transfer goods or services 1o ils customer
tor which the Company has received consideration (or the amount is due) from the
customer. Upon receipt ol prepayment [rom a customer, the Company recognizes a contract
lability in the amount of the prepayment lor its performance obligation 1o transler. or 1o
stand ready Lo transler. goods or services in the future, The Company derecognizes the
contruet lability (and recognizes revenue) when it transfers the promised goods or services.

thus. satislies its performance oblication.
1.9 Provisions, Contingent Assets and Contingent Liabilities

Provisions comprise liabilities of uncertain timing or amount that arise (rom construction.
cnvironmental. litigation and other risks. Provisions are recognized when the DIHC has o
legal or constructive obligation stemming from o past event and when the future cash

outilows can be reliably estumated.
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Contingent assets and liabilitics are possible rights and obligations that arise [rom past
events and whose existence will be conlirmed only by the occurrence or non-occurrence ol
one or more uncertain future events not fully within the control of the Company. The
Lype and treatment ol provisions and contingencies ol the Company are  described

hereunder.

L.egal contingencies

The Company is party to litigations related to a number of matters. The outcome ol these
matters may have a material effect on the linancial position. results ol operations or cash

Nows ol the Company.

Management regularly analyses current information about these matters and  provides
provisions lor probable cash outllows, including the estimate ol legal expenses o resolve
the matters. Internal and external lawyers are used for these assessments. In making the
decision regarding the need for provisions, management considers the degree of probability
ol an unlavorable outcome and the ability to make a sulliciently reliable estimate of the
amount of loss. The filing of a suit or lormal assertion ol a claim against the Company or
the disclosure of any such suit or assertion, does not automatically indicate that a provision,

may be appropriate.

410 Inventories

Laventories are gencrally measured at the lower ol cost (acquisition cost or manulacturing
cost 1o bring cach inventory item o its present location and condition) and net realizable
value. Cost is determined on a weighted average basis.  The cost ol purchased coods

icludes purchase  price and any other cost 1o make ready for its intended use,

Net realizable value is the estimated selling price in the ordinary course ol the business less
the estimated costs to complete the sale. As a Company aims at stabilizing the company.
given the current inflation the country is in and the ever weakling performance of the birr,

the costs ol'inventories are generally assumed to be lower than their NRY.

4.1 Intangible assets

[ntangible assets are stated at cost less accumulated amortization and impairment losses.
Costis usually determined as the amount paid by the Group, Amortization is recognized
together with depreciation in profit or loss. Intangible assets with indelinite lives are not

amortized
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412 Emplovee benefits
4.12.1 Detined contribution benelits

The Company has an employee benelit scheme which follows the Labor Proclamation No.

7772003, The Company has a delined Contribution plan post-cmployment scheme in line
with the provisions of Ethiopian pension of private organization employee’s proclamation
7153/2011.

[Ffunding under the scheme is 7% and 1% by employees and the Company respectively. The
pension scheme is based on employees' monthly salary which needs to be submitted 1o
pension fund administered by the federal government. This pension scheme is defined
contribution plans where the Company’s legal or constructive obligation 1s limited 10 the
amount contributed to the fund. Contributions to the pension fund in respect of the services
rendered ina particular month are recognized as an expense in that period.

4.12.2 Severance:

The Company effects severance payment as per the proclamation mentioned above for
cmployees which leave the organization on will afier five and plus years of experience. The
Company treats the benelit scheme as other long term employee benelit. The Company usecs
estimales. averages and computational short cuts to provide a reliable approximation of the

liability incurred on each year in relation to severance pay.

4.12.3 Leave pay

:mployee entitlements o annual leave are recognized when they acerue to employees. An
accrual s made for the lability for annual leave. as a result of services provided by

cimployees up to the reporting date.

4.12.4 Bonus plans

A hability for employee benelits in the form ol bonus plans is recognized as a provision as
pust practice has created a valid expectation by emplovees that they will receive a bonus
and amounts can be determined before the time of issuing the linancial statements, The
annual bonus is caleulated based on the prolit performance of the Company. The actual

bonus is approved by the board and is settled within a period of 12 months.
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+.12.5 Termination benelits

Fermmation benelits are pavable to employvees as per proclamation 7152011 when
ciaployment is terminated by the Company belore the normal retirement date. or whenever
an-employee aceepts voluntary redundancy in exchange lor these benelits. The Company
recognizes ermination benelits when it is demonstrably committed o cither: terminating
the employment ol current employees according 10 a detailed  formal plan without
possibility ol withdrawal: or providing termination benefits as a result ol an olfer made o

cncourage voluntary redundancy.

Lmployer's  contributions to this scheme are charged o profit or loss and other
comprehensive income in the period in which they relate.

4.13 Income Taxes

4.13.1 Current income tax

Current income tax assets and liabilities tor the current period are measured at the amount
expected Lo be recovered [rom or paid 1o the tax authority, Lthiopian Revenues and

Customs Authority.

The tax rates and tax laws used to compute the amount are those that are enacted or
substuntively enacted, at the reporting date. in Lithiopia. During the reporting period. the
Company didn’t operate and gencrate taxable income in a foreign country. Management
periodically evaluates positions taken in the tax returns with respeet to disputable situations
in which applicable tax regulations are subject to interpretation and establishes provisions

where appropriate.
4.13.2 Deferred income tax

Deterred income tax is recognized. using the asset and liability method. on temporary
ditferences at the reporting date arising between the tax bases of assets and liabilities and

their carrying amounts lor [inancial reporting purposes.

the carrying amount ol deferred income tax assets, il any. is reviewed at the end ol cach
reporting period and recognized only to the extent that it is probable that sulficient taxable
profit will be available to allow all or part of the deferred income tax asset 10 be utilized.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to

apply to the year when the asset is realized or the lability is settled. based on tax rate that

has been enacted or substantively enacted by the end of the reporting periodd,
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40133 Value added tax

Revenues, expenses and asscts are recognized net ol the amount of value added tax

exceepl:

Where the value added tax incurred on a purchase ol usscls or services is not recoveruble
from the taxation authority. in which case the value added tax is recognized as part ol the
cost ol acquisition of the asset or as part ol the expense item as applicable: and receivables

and payables that are stated with the amount ol value added tax included.
414 Presentation Currency, Function currencey and Forcign Currencey Translation

ltems included in the financial statements ol the Companies are measured using the
currency ol the primary cconomic environment in which the Company operates (“the
[unctional currency’).which is determined in accordance with the requirement ol IAS 21,

I'he Company’s Tunctional and presentation currency is the Lithiopian Birr.

['he accounts recorded in foreign currencies have been translated into Lithiopian Birr on the
tollowing basis:

a) financial assets and liabilities at the rate ol exchange in elfect at the balance sheet date:

b) non-tinancial assets and labilitics at the rates ol exchange in elleet on the respective
dates ol transactions: and

¢} revenue and expenses at the exchange rates prevailing on the date of the transaction
Foretgn exchange gains and losses resulting (rom the settlement ol such transactions as
well as the translation of monetary assets and liabilitics denominated in foreign currencies

are recognized in profit or loss in the period in which they oceur.
415 Cash flow Statement

The cash Mow statement is prepared using the indirect method. Changes in balance sheet
ttems that have not resulted in cash [lows such as depreciation charges and other non -cash

items are adjusted to come up with cash flow [rom operating activitics.

400 Government grants

Girants [rom the government are recognized when there is reasonable assurance that:
I The Company will comply with the conditions attached to them: and 2. The grant will be

i'L'L‘L.‘i\'CLI.
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Government grants related o revenue are recognized on a systematic basis in the statenment
ol protit and loss over the periods necessary to match them with the related costs which
they are mtended to compensate. Such grants are deducted in reporting the related expense.
Where the Company receives non-monetary erants. the asset is accounted tor on the busis
ol Il acquisition cost. In case a non-monetary assct is given Iree ol cost it is recognized at a

nominal value.

.17  Related Party Transactions

Partics are considered to be related il one party has the ability to control the other party or
exercise signilicant influence over the other party in making linancial or operational
decisions, or one other party controls both. This delinition includes subsidiaries, associates.
and joint ventures. The Company does not have subsidiary. associates or joint venture with
which it enters into a number ol transactions.

The company does not have related party transactions in which it has done business that

requires disclosures.

Key management personnel

Lhe Company’s key management personnel. and persons connected with them. are also
considered to be related parties for disclosure purposes. Key management personnel are
defined as those persons having authority and responsibility for planning. directing and
controlling the activities of the Company (divectly or indirectly) and comprise ol the board
members. chiel executive ofticer, and the Finance Manager. Salaries & related benelits

[For the year are indicated below.

Year - o 2025 2022
Salary 842.556.00 612.000. (J )
[ncentives (Bonus) 339.000.00 249000
Towl (Birr) 1LI81,356.00 861,000 _(i

4.18  Events after the reporting date
There were no significant events alter the reporting date to date of this report.

CAPITAL AND OTHER RESERVE

n

T

Capital

[he company is wholly owned by the FFederal Democratic Republic of Fthiopia. There are

no shares.




DEVELOPMENT & HOTEL COMPANY (8.C.)
NOTES TO THE FINANCIAL STATEMENTS (continued)

5.2 L.eoal Reserve
he legal reserve is a statutory reserve. No lurther transter needs o be made to it
since the fund has reached its obligatory level of one [ifth of the capital.
3.3 General Reserve
The general reserve is a free reserve available for distribution to the
OWIICT,
5.4 Revaluation Reserve

This reserve is not part of the other reserves & thus a non-distributable to the owners as it
represents incremental revaluation value related 1o land which is not subject to depreciation

as well.
5.5 Retained earnings

[t represents the previous accumulated profit available for distribution and the
revaluation adjustment ol assets made upon conversion to [FRS.

0 FINANCIAL RISK MANAGEMENT

The Company’s activities expose it to a variety ol linancial risks: loreign exchange risk.
credit risk and liquidity risk. The Company’s overall risk management program seeks o
minimize potential adverse effects of these risks on the Company’s financial performance.

Risk management is carried out under policies approved by the Company s board.

A Capital Management

The Company’s objectives in the managing the liquidity and capital structure are 10
safeguard the Company’s ability to continue as a going concern and provide financial
capacity to meet its strategic objectives.( Generally speaking. in order to maintain or adjust
the capital structure, an entity may adjust the amount ol dividends paid o sharcholders.

return capital to sharcholders. issue new shares. or sell assets to reduce debt.)

Lhe legal requirements imposed on the Company puts restriction on the management 1o
(reely manage the capital structure of the Company. [t [ollows a conservative approach o
s statement of financial position assuming low levels of debt and maintaining substantial

cash balances.




DEVELOPMENT & HOTEL COMPANY (5.C.)
NOTES TO THE FINANCIAL STATEMENTS. (continued)

13 Credit Risk

Credit risk is the risk ol linancial loss 1o the Compuny il a customer or counterparty w u
tinuncial mstrument fails o meet its contractual obligations and arises principally from the
Company’s long-term  receivables. wade and  other reccivables and cash and  cush
cquivalents maintained with financial institutions. The Company places its cash and cash
cquivalents with Commercial Bank ol Lthiopia. the biggest bank in the country. The
maximum exposure of the Company to credit risk at the reporting date is the carrying value

ol cash and cash equivalents and other receivables.
¢ Liquidity Risk

Liquidity risk is the risk that an entity will encounter difticulty in meeting obligations
assoctated with financial liabilities that are sculed by the delivery of cash or another
financial asset. The Company’s approach to managing liquidity is to ensure. as far as
possible. that it will have sullicient liquidity to meet its liabilities under both normal and
stressed - conditions,  without incurring unaceeptable losses or risking damage o its
reputation. The Company manages liquidity by maintaining adequate cash balances and
tracking the due dates ol its operating and (inancing obligations. In addition. the Company
regularly monitors and reviews both actual and forecasted cash lows. [t also deters certain
discretionary expenditures and measures 1o reduce operating costs in order 10 preserve

working capital.
D Foreign exchange risk

Fhe Company’s operations are located in Ethiopia only and it is not as such exposed 1o
signilicant forcign exchange risk. However. it imports cquipment and other materials from
abroad purchasing foreign currency from domestic banks mainly through letter ol eredit
arrangement. The letter o credit is settled at the exchange rate that prevails on the
settlement  (clearance) date than on the date the letter of credit is opened.  The
Company s not legally allowed 1o enter into any foreign currency contracts or other

derivatives to establish a forcign currency protection progran.
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DEVELOPMENT AND HOTEL COMPANY (5.C))
NOTES TO THE FINANCIAL STATEMENTS (continued)

g3 REVENUE
2022
Birr Birr
Share of Prolit [rom Operations (189390440 ) 99711350
189390440 | 99,711,350
8 OTHER INCONML
2022
Birr Birr
[ncome rom ‘I'reasury note 5774413 839.0:41
Income trom Time Deposit [:201.315 1.800.000
Sundry income o d6es 707783
171235 | 3347423
) ADMINSTARTIVE EXPENSE
2022
Birr Birr
Salaries and related benelits 1.283.718 043491
Insurance 742958 T18.110
Land and BuildingTux 622477 022477
Ollice Rent 526.188 432.610
Communications 39.072 62.397
Handling Charges 132.670 478.739
Printing and Stationery 9.762 7.554
Repair & maintenance L1400 12,100
Depreciation 41.836.872 1,060,303
Bank Charges
Transportation 6:4.800 67.200
Penality . 2379010
Professional fee 200,000 -
Miscellaneous Ixpenses 43,109 1.016.06Y
Donations(CSR) 2336581 | o 2
Total 47,892,600

b




DEVELOPMENT AND HOTEL CONMPANY (5.C)
NOTES TO THE FINANCIAL STATEMENTS (continued)

1, PROPERTY. PLANT AND FQUIPMENT

Aecount Deseription

COST
Buldings
Water Well
Otlice Furniture & Fixture
Spectal Auxiliary Lquipment
Computer & Aceessories
Operating Eguipment
Muotor Vehicle

Waork in progress

I'PE at D.ILC.

Oftice Furniture & Equipment
Cuompulter & Accessories

PP with out movement
Office Furniture & Lquipment
Motor Vehicle owned by DIHC

DEPRECIATION
Ace. Depr. Building
Ace. Depr, Water Well

Ace. Depr. Office Furniture & Fixture
Ace. Depr. Special Auxiliary Equipment
Ace. Depr. Computer & Aceessorics

Ace. Depr. Vehiele
PP DHC

Ace.Depr. Oftice Furniture & LEquipment
Ace Depr. Computer & Accessories

NETBOOK VALUE

Balance al

30 June 2022

LB

AVdditions
IO {4

Iransters /
Dasposals
1T

Balance at
30 June 2023

IR

1LOO3F.818.88Y
3006919
S804 182
118.830.162
39117801
A813.200
3003287

120.731.300)

SY7.037
[ 1.3306.198
H$29.780

11320801006
3.006.919
8§8.583.203
129109082
39977.581
AN13.240

87

o SW2503 = S 3024503
1.295,686,783 139.814,395 (1,203.397) 1.434,297,981
3168 - - 3168

12.095 - - 12.095

| - - |

o 3h e S 30
1,295,7533,0807 139,814,595 (1,203,397) 1,434,364,295

83.838.003

902.076
A0.287.553
37.203.720
30.996.833

32.123.712

3000

3732

247,383,393

1,048,369, 704

17.057.427
150,340
8.367.165
11.289.884
318,050
1.347.471

J.0:49
1.880)

41,836,872

102913520
1.052.422
48,834,720
08,493,610
340414903
33471183

10,205

7.01.

289,220,205

LS 029




DEVELOPMENT AND HOTEL COMPANY (5.C.)
NOTES TO THE FINANCIAL STATEMENTS (continucd)

1.1

Ihe titde of land 1s held in the name ot Hilton Addis Ababa International Totel under certiticate
No.cks 17/43/3228/00 dated 06 /03 98 LL.CL Kirkos sub ity Kebele 17.0lock 7. parcel house
No 0420 Site level 1-10n the FDRIEE Constitution. individuals or businesses only have the right
to use land. as land Tegally belongs o the governemnt and the public. we objectively svalued the
asset using the current fuir market value and determined s value attached o the buildings at
Bire 102,695,040, For this DHC uses comparable recent lease transactions used by Addis Ababa

City Administration as a measure ol fair value.

Trade Receivables - Long Term

Fhis receivable arises trom the reserve fund set aside Tor the replacement of and additions o
furnishings and cquipment in the hotel leased o Hilton International Co. 1L is to be used for
those purposes and any remaining  baluncee. i any. shall be paid only at the end ot the lease
period. The amount provided on account ol the reserve ol FE&LE represents 10% ol theRevenue

in accordance with article 3 ol the amendment Agreement made on 20 Mav 1991,

2022
Birr Birr
Addis Ababa Hilton - Provision for
replacement of FIL- Long Term 71.123.696 133.902.086

TRADE AND OTHER RECEIVABLES
The share of profit from Addis Ababa Hilton represents the percentage share of (73%) ol the
aross operatng - prolit which is seuled by Hilton in two istallments. on or belore August 31 and

end of Feb.ot each fisical year.

2022
Birr Birr
Addis Ababa Hilton - Share of prolit [ 1129300 A1A80.320
[nterest receivable-MOJF ' 309,155
sundary Debtors 10,151 1051
Less Provision Tor Sundary Debtors TORELS (10,151
114,129,300 41,789,475

32




DENVELOPNMENT AND HOTEL CONMPANY (D)
NOTES TO THE FINANCIAL STATENMENTS (continued)

13

DEPOSITS & PREPAYDMEN

Birr Birr
Lulity deposit e e e o e O ) a3
22,310 22,310

FINED TIMIE DEPOSIET

Fhe Company accounts its time deposit on amortized cost sinee it is a lnancul asset and more
specifically an investment that s held for collection of contractual cash Tows that solely represent
payments o principal and interest on the principal amounts outstanding. As the market rate and
contractual rate (7.2%) is assumed 1o be cquul and most mmportantly since the asset is typically o
short term one (three months), amortizing the deposit is not necessary or logical and practical

reasons.respectively

2022
Birr Birr
CBIL- Andinet Branch 20 45.400.028
CBLE- Addis Ababa Branch 260410501 -
260410327 [ 4sa60.628

INVESTMENT ON TREASURY NOTES

Fhe Ministry of Finanee of Federal Democratic Republic of Ethiopia has restructured the treasury
bill into o three year Treasury Note with effect from February 19, 2020 at interest rutes of 0.321% per
annum. the interest being paid semi-annually. This treasury note is matured and settled on 19

Irebruary 2023,

2022
Birr Birr
Investment on Treasury Note - 239.9:48.000
- 259,948,000




DEVELOPMENT AND HOTEL COMPANY (S.C.)
NOTES TO THE FINANCIAL STATEMENTS (continued)

16 DEFERRED TAX LIABILITY

2022

Birr Birr
Deprecation base carried for tax purpose 281.734.114 178.968.595
Deprecation base carried for report purpose ~ 1.042.448.989 945.674.064
I'emporary Dillerence ~(7060,714.876) (766.7006.069)
Delerred Tax Asset (Liability) (228,214,463) (230,011,821)
Delerred Income 1,797,358 2,310,640

L7 CREDITORS AND ACCRUALS

2022

Burr Birr
Audit tee 157,500 100,000
Incentives 929.000 390,000
Annual leave pay 148.636 95,397
Tax payables 26,911 17,520
Sundry Creditors §.000 8.000
1,270,047 810,917




DENELOPMENT AND HOTEL COMPANY (S.0))
NOTES TO THE FINANCIAL STATEMENTS tcontinued)

1S FAN LIABILITY

Profit before tax
Vs Dep per [FRS

Less: Dep per tax law

Fax an the apptlacable rie ol 30%,

Fax ellet of income not subject o rixation
Faa cllect of income subject 1o laxation
Adjustiment

lux Eapense o the Yo

Tax Payable at the Beginning ol the vear
Paid during the year

lux Pavable for the yvear

STATE DIVIDEND & INDUSTRIAL DEVELOPMENT FUND

As per poublic Enterprises Council of Ministers Regolation No. 107/200:0 net prolit alier tax is

Birr

142,949,559
11.836.872
3.843.081

148,940,751

2022

Birr
349134069
10660305
32YS8353

62,615,621

H1.682.225
(333.628)

B 18397
18.722.739
(18.722.692)
L 148,644

to dividend pavable to Governinent and 0% to Industrial Development Fund.

1Y STATLE DIVIDEND

At the beginning of the vear
Paid during the year
Adjustment

Adjustment

Adjustment

Current year payable (60%)

Fotal

200 INDUSTRIAL DEVELOPMENT FUND

At the beginning of the year
vdjustment
Vdjustment
\djustiment
Current year payable (10%a)

Total

b4 | DATE OF AUTHORIZATION

Birr
150431633
(13010013

39.240.577
170,119,169

Bur

13,130,003

Y33 385

151,636,990

.t i._(_)-_li\‘._‘.’h'l)
LB AE Y

I8. 78080
{791,892
713.705

16.193

18.722.692

1.6:49.029

located 60%,

2022
Birr
132.276.-183
(20.000.000)
(5.835.262)
06,280,360
22.670
_2L724.182

154,454,635

2022
Birr
J00.351.171
(3.903.308)
9040
15,111}
R R R

IS 136,003

s o)

Fhe General Manager o the Corporation authorized the issue ol these financial sttcments on 3 December

W23

[
"




