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INDEPENDENT AUDITORS’ REPORT
ON THE FINANCIAL STATEMENTS OF
GHION HOTELS ENTERPRISE

Report on the audit of the financial statements

Opinion

We have audited the accompanying Financial Statements of Ghion Hotels Enterprise, which
comprise the Statement of Financial Position as at 30 June 2023, and the Statement of Profit or
Loss, the Statement of Changes in Equity / Net Assets and the Statement of Cash Flows for the
year then ended, together with significant accounting policies and other explanatory notes to these
financial statements set out on pages 10 to 41.

In our opinion, the accompanying financial statements present fairly, in all material respects, or
give a true and fair view of the Financial Position of the Entity as at 30 June 2023, and its
Financial Performance, Changes in Equity and its Cash Flows for the year then ended in
accordance with International Financial Reporting Standards (IFRS) as issued by the International
Acccunting Standards Board (IASB).

Key Audit Matter

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the current reporting period. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

Severance calculation

The enterprise estimated the long term employees benefit based on projected credit unit method.
Using of the method the enterprise used many variables for its judgment and estimation. In our
opinion, there might be estimation uncertainty.

Provision of Receivables

As required by IFRS 9, the enterprise calculated provision for trade and other receivables. There
might estimation uncertainty in this respect.
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Basis of Opinion

We conducted our audit in accordance with International Standards on Auditing. Our
responsibilities under those standards are further described below under Auditor’s Responsibilitics
for the Audit of the Financial Statements section. We are independent of the organization in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in
accordance with the IESBA Code. We believe that the audit evidence we have obtained is
sufficiznt and appropriate to be used as a basis for our opinion.

Resvonsibilities of Management on the Financial Statements

Manzgement is responsible for the preparation and fair presentation of the financial statements in
accorcance with International Financial Reporting Standards (IFRS) as issued by International
Accounting Standards Board (IASB), and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Entity’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-hiquidate-the—————
Ent’ ., orto cease operations, or has no realistic alternative but to do so.

Those charged with overnance arc responsible for oversecing the Entity’s financial reporiing
o = 1 [= A
process.

Aurtitors’ responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whoie 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 International Standards on Auditing
(IS il always detect a material misstatement whet it exists. Misstatements can ariss from
fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to iniluence the economic decisions of users taken on the basis of these
finanzial statements.

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

Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material wisstaternent resulting from fraud is higher than for
one resulting from ervor, as fraud may nvolve coliusion, forgery, intentional omissions,
misrepresentations;.or the override of internal.contro!. :



- Obtain an understanding of internal controls 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 effectiveness of the entity’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

- 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 significant doubt on the entity’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditors’ report to the related disclosures in the financial
statements or, if such disclosures are in adequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditors’ report. However,
future events or conditions may cause the entity to cease to continue as a going concern.

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

We communicate with the management 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.

ZEMEDHUN ADMCCA 2 332 :
Chartered Certified Accountants (London) = = Addis Ababa, Ethiopia
Certified Audit Firm e : 03 November 2023
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
GHION HOTELS ENTERPRISE

In accordance with our appointment as auditors, we have audited the financial statements of
the Ghion Hotels Enterprise for the year ended 30 June 2023 and have forwarded the audited
financial statements and auditors’ reports there on and the management letter under separate

COVELSs.

During our audit of the accounts of the Entity for the year stated above, we have examined
certain aspects of compliance practices of the Enterprise with reference to working manuals of
the « utesprise which include the finance and property administration manual approved in
Miazia 1997 and procurement procedures manual approved in Hidar 1997 and applicable
national laws as the income tax proclamation and value added tax proclamation with the

related regulations.

Our audit engagement was to perform audit procedures primarily designed to express our
opirion on the financial statements of the year ended 30 June 2022 as a whole and provide
also management letter and compliance report. As there are no pre — set agreed up on audit
pro- :surés on areas of matters to be covered under compliance report, we have planned and
designed our audit procedures to check whether the Entity complied with its working manuals
as the finance and property administration manual approved in Miazia 1997 and procurcment
procecdures manual approved in Hidar 1997 and applicable national laws as the income tax
proclamation and value added tax proclamation with-the-related regulations during our audit

of the financial statements of the year stated.

-

L

ZemedhunAdane. Chartered Certified Accountants — Ghion Hotels Enterprise — Complianee report 2023
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Please note that the compliance report attached hereto is not a comprehensive statement that
enumerates all the strength and weaknesses of the Entity in compliance matters. It documents
only those matters which came to our attention as a result of the audit procedures we have
performed with the primary objective of expressing our opinion on the financial statements as
a whole based on the audit procedures conducted on a test basis 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 International Standards on Auditing (ISAs) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
consi _ered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.
Hence, based on these audit procedures our assignment for the audit is to express our opinion
on the financial statements as a whole and to provide recommendations for improvements in
accounting and control procedures and compliance matters, but not to express an opinion on
the effectiveness these procedures. Hence, our compliance report cannot be expected to
include all possible improvements and to disclose all irregularities on compliance matters, if

any, should special audits have been performed.

Qur opinion

The results of our tests disclosed no instances of noncompliance that are required to be
reported here under working manuals and applicable national laws and hence we are of the
opition that Ghion Hotels Enterprise has performed its activities, in all material respects,
during the year ended 30 June 2023 in compliance with its working manuals and applicable

nati: -al laws and the related regulations.

2 I ZemedhunAdane, Chartered Certified Accountants — Ghion Hotels Enterprise — Compliance report 2023



This report is intended for the information of Ghion Hotels Enterprise. However, upon release
by Ghion Hotels Enterprise, this report is a matter of public record and its distribution is not

limited.

We express our appreciation to the management and sta1’s of the Entity for the courtesy and

assistznce in the conduct of our audit.

Warm regards,

ZEMEDHUN ADANE, FCCA
Chu:tered Certified Accountants

Certified Audit Firm
03 Noveniber 2023

3 I ZemedhunAdane, Chartered Certified Accountants — Ghion Hotels Enterprise — Compliance report 2023



GHION HOTELS ENTERPRIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2023

Enterprise Tax Identification number(TIN) :

Executive management (as of 30 June 2023)

Adanech Gaenamo

Kassahun Wahusenay

Principal Office of Operation
Addis Ababa
Ethiopia

PP O Box 1643

& incipal bankers
Commer i Bank of Ethiopia 8.C
P.O. Bax 253

Addis Ababa

Independent auditors

Zemedhun Adane, FCCA

Charter:d Certified Accountant (London)
+eriified Audit Firm

P O Box 76578 Code 1000 A

Tel: +2.1 113-332934/ +251 911-51-47-99
Fax: +251 115-549636

0000030989

Managing Director

Finance Manager

E-mail: adanezemedhun@gmail.com / zemedhun_adane@@yahoo.com

Address: Meskel square lion building
Addis Abuba

Ethiopia
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GHIONM HOTELS ENTERPRIES

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2023

Revenue
Cost of Sales
Graoss profit

Other Li.. sine
General and Administration Expense

Impairment (losses) and guins on financial assets

Audit fee

Board Fee
Operatizg Profic
F:’l sance cost
Profi: Ln. i‘or't.: tax
Income tax

Profit after tax

Other comprehensive income

Other cr. inprehensive income reclassified from

revaluation reserve to profit or loss in in periods:

‘s otal ecomprehensive income for the year, net of tax

30 June 2023 30 June 2022
Notes ETB ETB

S 156,163,664 98.024.026
6 (28,709,080) (13,985,462 ;,
127,454,584 84,038,503
|
7 2,099,548 8,369,840
8 (73.838,407) (56,896,302)
9 (14,944,385) (10,975,870)
(64,000) (4,000)
(406,500) (449,000
40,300,839 24,023,224
10 . (651,597)
40,300,839 23,371,533
11a (13,023,965) (9.322.920;
27,276,873 14,048,614]

= 16.914.541 3
14,0486 14|

. 44,191,415

Adanech Gaenamo

A/Generai Manager
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GHIOM i1IOTELS ENTERPRIES
STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2023

ASSETS

Non-current assets
I'roperty, Plant and Equipment
Right of Use Land

Defer:< i tax assct

Tctal non-current assets
Current asseats

Inventories

Trade and Other Debtors
Prepaynients

With holding tax receivable
Receivable from State
Cash and Cash Equivalent
Total current assets

Total Sssets

EQUIT'” AND LIABILITIES
Equit,

State Cuapital

General Reserve

Revaluation Reserve

Retained Earnings

Legal reserve

Total equity

Liabilitics

Non-c:.rrent liability

¢« ferred tax liability
rmployee Berefit Obligations
Tota'. _i-current liability

Current liabilities

Trade and Other Creditors
State dividend payable
Bank overdraft

Employce Benetit Obligations
Provisions

Other Tax payable

Profit Tax Payable

‘V'otal current liabilities
“Cotal liability

Total e« uity and liabiiities

30 June 2023 30 June 2022
Notes ETB ETB

T 12 370,782,169 374,101,696
13 997,438,365 997,438,365
e 14,480,511 9,696,466
1,382,701,044 1,381,236,527

{14 2,315,412 2,601,434
15 29,212,811 17,279,153

16 4,313,378 2.478,655

1,269,980
7,226,288 3

¢ 17 21,788,006 7,332,830
66,125,875 29,692,073

1,448,826,919 1,410,928,600

18 19,280,040 19,280,040
499,473 499473
1,215,620,503 1,232,535.044

19 65,128,580 20,367,860

20 3,848,289 3,848,289
1,304,376,884 1,276,530,712

12.B 88,843,505 89,672,969
21 4,241,006 3,277,652
93,084,510 92,950,621

22 21,828,492 20,618,375

23 = 3,263,629

%7 - 2912411
=21 2,278,365 2,239,288
A£28 47,000 47,000
24 8,574,193 1,579,920
I1h 18,637,474 10,780,043
51,365,525 41,447,267
144,450,035 134,397,888

1,348,826,919 1,410,928,600

7= =
’ = 3
Adianech Gaenamo
A/General Manager
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GHION HOTELS ENTERPRIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2023

Cash flows from operating activities
Profit before income tax

Adjustments for non- cash items:
Interest expenses

Expected Credit Loss

Allowance for Writedown of inventories
Depreciation of property, plant and

Prior Year Adjustment

Receivable from State

Changes _ . working capital:

Change i inventory

Change in trade and other receivables
Change in prepayments

Change in Other Liabilities

Change in trade and other payables
Change in Other Tax payable

Change in Employee Benefit Obligations
Change in provisions

Interest Paid

WHT

Income tax Paid

Net cash inflow from operating activities

Cash fiv .vs from investing activities

Proceeds from disposal of PPE
Purchase of property, plant and equipment

Net cash outflow from investing activities

Cash tlows from linancing activities

State Dividend Paid
Loan /Settled during the year

Net cash outflow from financing activities

Net increase (decrease) in cash and cash equivalents

Cash and Cash equivalents at the beginning of the year
Cash and cash equivalents at year end

Cash and cash equivalent is is composed of:
Cash on hand

Cash at bank

Bank overdraft

“Adanech Gaenamo
A/General Manager

Notes
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10

14a
12
30

14
15
16

22
24
21
25
10

11b

12
12

23
26

30 June 2023 30 June 2022
ETB ETB
40,300,839 23,371,533

- 651,597
14,944,385 10,975.870
_ (14,542)
11,281,095 10,876,521
569,299 (1,908.272)

(7,226.288)

286,022 (480,770)

(26,878,043) (7,516,779)
(1,834,723) 2,539,054

1,210,116 4,299,537
6,994,273 769,797
1,002,431 (60,723)

: (1,230,328)
- (651,697)
(1,269,980)

(10,780,643) (7,124,228)
28,598,783 34,496,671
(7,961,568) (19,460,668)
(7,961,568) (19,460,668)
(3.263,629) (6,563.771)

0 (17,468,423)
(3,263,629) (24,032,200)
17,373,587 (8,996,197)
4,414,417 13,410,614
21,788,004 4,414,417

98,473 199,380

21,689,533 7,133,450
- (2,918,411)
21,788,004 4,414,419

o8-

/ (]
assahun Nahusenay

Finance & Property. Administration Manager



GHION HOTELS ENTERPRIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2023

1 General information

2.1

2.2

2.2.1

2.2.2

GHION HOTELS ENTERPRISE is a company domiciled in Ethiopia and was initially established in 1951 by four shareholders and subsequently
nationalized by the government. Currently the hotel is fully owned by the government as per the council of ministries' regulation No. 107/1993 . The
hotel is rendering the following services :-

* Reoas

» Restaurant and Bar services
* Mecting and Events

+ Spaand Health club

The Enterprise's head oflice:

Ras Desta Damtew Aveneue,5 KM from bole international airport
P.O. Box 1643, Addis Ababa

Summary of significant accounting policies

Intre’ . tion to summary of significant accounting policics

The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have been consistently
applied to all the years presented. unless otherwise stated.

Basis f preparation

The financial statements for the year ended 30 June 2022 have been prepared in accordance with International Financial il=porting Stus luids
("IFRS™) as issued by the International Accounting Standards Board ("IASB"). Additional information required by national regulations arc incisded
where zppropriate.

The financial statements comprise the statement of profit or loss and other comprehensive income, the stalement of financial position, the statemant
of chang:s in equity, the statement of cash flows and the notes to the financial statements.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It wlso requires the
management 1o exercise its judgment in the process of applying the Entity’s accounting policies. Changes in assumptions may have a significani
impact on the financial statements in the period the assumptions changed. The management believes that the underlying assumptions are uppropriate
and thz: the Entity's financial stalements therefore present the financial position and its results fairly.

Coing ¢oncern

The financial statements have been prepared on a going concern basis. The Management has no doubt that the Company would remain in exisicnee
for the next 12 months.

Cha. s in accounting policies and disclosures
New Standards, amendments, interpretations issued but not yet effective
A number of amendmetts to standards and interpretations are effective for annual periods beginning atier 07 July 2021, and have not been applied v

prepasing these inancial statements. None of these is expected to liaye-a significant effect on the financial statements of the Entity, except the
follovsing set out below: / '

Page 10/41



New and Amendments to standards Effective for annual periods beginning on or after

IFRS 17 iasurance Contracts After 1 January 2023
Classification of Liabilities as Current or Non-Current (Amendments to IAS 1) After 1 January 2023

Deftred tax related to assets and liabilities arising from a single

. fter | January 2023
transaction (Amendmnets to IAS 12) After 1 January 2023

Reference to the Conceptual Framework (Amendments to IFRS 3) Alter 1 January 2022
Property, Plant and Equipment — Proceeds before Intended Use e v 2022
(Amendments to IAS 16) R
Onerous Contracts - Cost of Fulfilling a Contract (Amendments to [AS 37) After | January 2022

Annual Improvements to IFRS Standards 2018-2020 (Amendmnets T T,
1 IFRS 1, IFRS 9, IFRS 16 IAS 41) i

IFRS 17 Insurance Contracts

IFRS 17 requires insurance liabilities to be measured at a current fulfillment value and provides a more uniform measurement and presentation
approach for all insurance contracts. These requirements are designed to achieve the goal of a consistent, principle-based accounting for insurance
contracts. IFRS 17 supersedes IFRS 4 Insurance Contracts as of | January 2023.The adoption is not expected to have any material impact on the
company's financial statements.

Classification of Liabilities as Current or Non-Current (Amendments to IAS 1)

The amendments aim to promote consistency in applying the requirements by helping companies determine whether, in the statement of financial
position, debt and other liabilities with an uncertain settlement date should be classified as current (due or potentially due to be settled within one
year) ¢r non-current.

Deffred tax related to assets and liabilities arising from a single transaction (Amendmnets to IAS 12)

The amendmnet require an entity to recognize deferred tax on certain transactions (cg lease and decomissioning liablities) that give raies to equal
amounts of taxable and deducatible temporary differences on initial recognition. The amendemnt clarify that the initial regognition: exemption set out
in IAS 12 income taxes does not apply and entities are requried to regognize deferred tax on these transactions. The aim ol the amendmienis is to
reduce divesrity in the reporting of deferred tax on ;eases and decommissioning obligation.

Reference to the Conceptual Framework (Amendments to IFRS 3)

The smendments update an outdated reference to the Conceptual Framework in IFRS 3 without significantly changing the requirements in the
standard,

Property, Plant and Equipment — Proceeds before Intended Use (Amendments to 1AS 16)

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

Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37)

The amendments specify that the “cost of fulfilling’ a contract comprises the ‘costs that relate directly to the contract’. Costs that relate direcily to a
contract can either be incremental costs of fulfilling that contract (examples would be direct labour, materials) or an allocation of other costs that
relate directly to-fulfilling contracts (an example would be the allocation of the depreciation charge for an item of property, plant and equipment used
in {ulfilling the contract). :

L / - Page 11/41



%)

a)

b)

Annual Improvements to IFRS Standards 2018-2020

Makes amendments to the following standards:

[FRS 1 — The amendment permits a subsidiary that applies paragraph D16(a) of IFRS 1 to measure cumulative translation differences using the
amounts reported by its parent, based on the parent’s date of transition to [FRSs.

IFRS 9 -- The amendment clarities which fees an entity includes when it applies the 10 per cent’ test in paragraph B3.3.6 of IFRS 9 in asscssing
whether to derecognize a financial liability. An entity includes only fees paid or received between the entity (the borrower) and the lender, including
fees paid or received by either the entity or the lender on the other’s behalf.

IFRS 16 — The amendment to Illustrative Example 13 accompanying IFRS 16 removes from the example the illustration of the reimbursement of
lcasehold improvements by the lessor in order to resolve any potential confusion regarding the treatment of lease incentives that might arise because
of how lease incentives are illustrated in that example.

IAS 41 — The amendment removes the requirement in paragraph 22 of IAS 41 for entities to exclude taxation cash flows when measuring the fair
value of a biological asset using a present value technique.

Accounting Policies, Changes in Accounting Estimates and Errors

IAS 8 prescribes the criteria for selecting and changing accounting policies, together with the accounting treatment and disclosure of changes in
accounting policies, changes in accounting estimates and corrections of errors. Accounting policics are the specific principles. bases, conventions,
rules and practices applied by an entity in preparing and presenting financial statements. When an IFRS Standard or IFRS Interpretation specifically
applies to a transaction, other event or condition, an entity must apply that Standard.

Chang:s in an accounting policy are applied retrospectively unless this is impracticable or unless another IFRS Standard sets specific transitional
provisions.

Chang. 5 in accounting estimates result from new information or new developments and, accordingly, are not corrections of errors. The effect of a
change in an accounting estimate is recognized prospectively by including it in profit or loss in:

-The period of the change, if the change afTects that period only; or
-The period of the change and future periods, if the change affects both.

Prior period errors are omissions from, and misstatements in, the entity’s financial statements for one or more prior periods arising from a failure to
use, or misuse of, available reliable information. Unless it is impracticable to determine the effects of the error. an entity corrects material prior pricd
errors retrospectively by restating the comparative amounts for the prior period(s) presented in which the error occurred.

Foreign currency translation

Funct'. ial and presentation currency

Jtems included in the financial statements are measured using the currency of the primary economic environment in which the Company operates
(‘the functional currency'). The functional currency and presentation currency of the Company is the Ethiopian Birr (ETB).

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the transactions. Foreign
exchange gains and losses resulting from the settlement of foreign currency transactions and from the translation at exchange rates of monetary asscls
and liabilities denominated in currencies other than the Company's functional currency are recognized in profit or loss within other (loss)/irconic.
Monetary items denominated in foreign currency are translated using the closing rate as at the reporting date.

Changes in the fair value of monetary securities denominated in foreign currency classified as available for sale are analyzed between transiation
differences resulting from changes in the amortized cost of the security and other changes in the carrying amount of the security. Translution
differc .cs related to changes in amortized cost are recognized in profit or loss, and other changes in carrying amount are recognized in other
com.j; snensive income.

Translation differences on non-monetary financial assels and liabilitics such as equities held at fair value through profit or loss are recognized in

profit or loss as part of the fair value gain or loss. Translation differences on non-monetary financial assets measure at (air value. such as equitics
classified as available for sale, are included in other comprehensive income.
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2.4

2.8

Propeity, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and accumulated impairment losses if any, Such cost includes the
cost of seplacing part of the property, plant and equipment if the recognition criteria are met. When significant parts of property, plant and equipment
are required to be replaced at intervals, the Company recognizes such parts as individual assets with specific useful lives and depreciates them
accordingly. All other repair and maintenance costs are recognized in the statement of profit or loss as incurred.

Subsequent costs are included in the asset’s carrying amount or recognized as a separale assel, as appropriate, only when it is probable that future

economic benefits associated with the item will flow to the Company and the cost of the item can be measured reliably. The carrying amount of the
replaced part is derecognized.

Depreciation is calculated using the straight-line method to allocate their cost to their residual values over their estimated useful lives, as follows:

Class of assets Useful Life
Buildi. . . 50
Mctor vehicles 20
Office furniture and equipment 15
Machinery 25

Special Equipment

W

Computer and accessories

The Entity commences depreciation when the asset is available for use. Freehold land is not depreciated.

An itein of property. plant and equipment and any significant part initially recognized is derecognized upon disposal or when no future cconomic
benefi.s are expected from its use disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in the statement of profit or loss when the asset is derecognized.

The residual values, useful lives and methods of depreciation of property. plant and equipment are reviewed at each financial year end and adjusted
prospectively, if appropriate.

Praperties in the course of construction are carried as work in progress at cost, less any recognized impairment loss. Cost includes professional fees.
Such properties are reclassified to the appropriate categories of asset when completed and ready for intended use.

Impatrment of non-financial assets

¥

The }.:.ity assesses, at each reporting date, whether there is an indication that an assct may be impaired. If any indication exists. or when annual
impairment testing for an asset is required, the Company estimates the assel’s recoverable amount. An asset’s recoverable amount is the higher of an
asset’s or cash-generating unit’s (CGU) fair value less costs of disposal and its value in use. Recoverable amount is determined for an individual
asset. unless the asset does not generate cash inflows that are largely independent of those from other assets or groups of asscls. When the carrying
amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
mark:t assessments of the time value of money and the risks specific to the asset. In determining fair value less costs of disposal, recent market
(ransactions are taken into account. If no such transactions can be identified, an appropriate valuation model is used. These caloulations are
corroborated by valuation multiples. quoted share prices for publicly traded companies or other available fair value indicators.
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2.6

The Entity bases its impairment calculation on detailed budgets and forecast calculations, which are prepared separately for each of the Entity’s
CGUSs to which the individual assets are allocated. These budgets and forecast calculations generally cover a period of five years. For longer periods,
a long-term growth rate is calculated and applied to project future cash flows after the fifth year.

For assets excluding goodwill, an assessment is made at each reporting date to determine whether there is an indication that previously recoguized
impairment losses no longer exist or have decreased. If such indication exists, the Company estimates the asset’s or CGU’s recoverable amount. A
previously recognized impairment loss is reversed only if there has been a change in the assumptions used to determine the asset’s recoverable
amount since the last impairment loss was recognized. The reversal is limited so that the carrying amount of the asset does not exceed its recoverable

amount, nor exceed the carrying amount that would have been determined, net of depreciation, had no impairment loss been recognized for the assel
in prior years. Such reversal is recognized in the statement of profit or loss.

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument of another entity.

Financisl instruments - initial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument of another entity.
Financial assets

Recognition and derecognition

Financit! nssets and financial liabilities are recognized when the Company becomes a party to the contractual provisions of the financial instrument.

Financial assets are derecognized when the contractual rights to the cash flows from the financial asset expire, or when the [inancial assel and
substantially all the risks and rewards are transferred. A financial liability is derecognized when it is extinguished, discharged, cancelled or expires.

Classification and initial measurement of financial assets

Except [or those trade receivables that do not contain a significant financing component and are measured at the transaction price in accordance with
IFRS 15. all financial assets are initially measured at fair value adjusted for transaction costs (where applicable).

Financial assets, other than those designated and effective as hedging instruments, are classified into the following categories:

. amortized cost
. fair value through profit or loss (I'VTPL)
e fair value through other comprehensive income (FVOCI)

In the periods presented the Company does not have any financial assets categorized as FVOCI.
The classification is determined by both:

" the entity’s business model for managing the financial assct
° the contractual cash flow characteristics of the financial asset.

All income and expenses relating to financial assets that are recognized in profit or loss are presented within finance costs. finance income G; Giiwy
financial items, except for impairment of trade receivables which is presented within other expenses.

Subsequent measurement of financial assets

Finuncial assets at amortized cost

Fiiv...ial assets are measured at amortized cost if the assets meet the following conditions (and are not designated as FVTPL):

. they are held within a business model whose objeetive is to hold the financial assets and collect its contractual cash flows
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the contractual terms of the financial assets give rise to cash flows that are solely payments of principal and interest on the
principal amount outstanding

After initial recognition, these are measured at amortized cost using the effective interest method. Discounting is omitted where the effect of
discounting is immaterial. The Company’s cash and cash equivalents, trade and most other receivables fall into this category of financial instruments
as well as listed bonds that were previously classified as held-to-maturity under IAS 39.

Financial assets at fair value through profit or loss (FVTPL)

Financial assets that are held within a different business model other than *hold to collect’ or *hold to collect and sell” arc categorized at fair value
through profit and loss. Further, irrespective of business model financial assets whose contractual cash [Tows are not solely payments of principal and
interest are accounted for at FVTPL. All derivative financial instruments fall into this category, except for those designated and effective as hedging
instruments, for which the hedge accounting requirements apply (see below).

The category also contains an equity investment. The Company accounts for the investment at FVTPL and did not make the irrevocable election to
account for the any equity investment at fair value through other comprehensive income (FVOCI). The fair value was determined in line with the
requirciments of IFRS 9, which does not allow for measurement at cost.

Assets i1 this category are measured at fair value with gains or losses recognized in profit or loss. The fair values of financial assets in this category
are du'..mincd by reference to active market transactions or using a valuation technique where no active market exists.

The Entity accounts for financial assets at FVOCI if the asscts meet the following conditions:
. they are held under a business model whose objective it is “hold to collect” the associated cash flows and sell and

the contractual terms of the financial assets give rise (o cash flows that are solely payments of principal and interest on the
principal amount outstanding.

Any gains or losses recognized in other comprehensive income (OCI) will be recycled upon derecognition of the asset.

Impairment of financial assets

IFRS 9. impairment requircments use more forward-looking information to recognize expected credit losses — the “expected credit loss (ECL)
mode: | {nstraments within the scope of this requirement included loans and other debt-type financial assets measurcd at amortized cost and FVOCI,
tende receivables, contract assets recognized and measured under IFRS 15 and loan commitments and some financial guarantee contracts (for the
issuer) that are not measured at fair value through profit or loss.

Recognition of credit losses is no longer dependent on the Company first identifying a credit loss event. Instead the Company considers a broader
range of information when assessing credit risk and measuring expected credit losses, including past events, current conditions, reasonable and
supportable forecasts that affect the expected collectability of the future cash flows of the instrument.

In applying this forward-looking approach, a distinction is made between:

financial instruments that have not deteriorated significantly in credit quality since initial recognition or that have low credit 1isk
(‘Stage 1”) and

financial instruments that have deleriorated significantly in credit quality since initial recognition and whose credit risk is not
low (*Stage 2°).

Impairment of financial assets

*Stage 3° would cover financial assets that have objective evidence of impairment at the reporting date.

*12-mnonth expected credit losses™ are recognized for the first category while “lifetime expected credit losses” are recognized for the second category.

Measurement of the expected .gredib losses-is determined by a probability-weighted estimate of credit losses over the expected life of the financial
instrizment. £ Al : =¥}
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2,7

(a)

(b)

28

Trade 2.:d other receivables and contract assets

The Eniity makes use of a simplified approach in accounting for trade and other receivables as well as contract assets and records the loss allowance
as lifetime expected credit losses. These are the expected shortfalls in contractual cash flows, considering the potential for default at any point during
the life of the financial instrument. In calculating, the Company uses its historical experience, external indicators and forward-looking information to
calculate the expected credit losses using a provision matrix.

The Entity assess impairment of trade receivables on a collective basis as they possess shared credit risk characteristics they have been grouped based
on the days past due. Refer to Note 4.4 for a detailed analysis of how the impairment requirements of IFRS 9 are applied.

Allowance for doubtful accounts

Allowance for doubtful accounts shall be deteremined using the simplified approach that is an estimated percentage of for expecetd uncollectiable
accounts shall be allowed. The amount of the allowance should be based on past experiances and on a continuing review ol receivable aging reports
and other relevant factors. The provision for doubtful accounts shall be made as per the provision table below.

Provision
Days Vast Due (Age Group) Rate(%)
0-90 days 0%
91-181 days 25%
182-361 days 50%
362-721 days 75%
> 721 days 100%

Classification and measurement of financial liabilities

The Entity’s financial liabilities include borrowings. trade and other payables and derivative financial instruments.

Financial liabilities are initially measured at fair value, and, where applicable, adjusted for transaction costs unless the Company designated a
rinancial liability at fair value through profit or loss.

Subsc.uenily, financial liabilities are measured at amortized cost using the cffective interest method except for derivatives and financial liabilities
designated at FVTPL, which are carried subsequently at fair value with gains or losses recognized in profit or loss (other than derivative financial
instruments that are designated and effective as hedging instruments).

All interest-related charges and, if applicable, changes in an instrument’s fair value that are reported in profit or loss are included within finance costs
or finance income.

Derecognition of financial liabilities
Financial liabilities are derecognized when they have been redeemed or otherwise extinguished.

Offsctiing financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of {inancial position where The Entity has a legally enforc
right to offset the recognized amounts, and there is an intention to settle on a net basis or realize the asset and settle the liability simultancously.
legal ¢ 7orceable right must not be contingent on future events and must be enforceable in the normal course of business aud in event of default,
insoisuiey or baskruptey of the Entity or the counterparty.

Other assets

Prepaynienis

Prepay ments are payments made in advance for services to be enjoyed in future. The amount is initially capitalized in the reporting period in which
the pavment is made and subsequently amortized over the period in which the service is to be enjoyed.

Other receivables

Other receivables are recognized upon the occurrence of event or transaction as they arise and cancelled when payment is received. The Enl ity's other
receivables are staff advances and other receivables from debtors.

Cash and cash equivalents

Cas: . 1.d cish equivalents comprise balances with less than three months’ maturity from the date of acquisition, including cash in hand, deposits
teld ai cull with- Baiks;-other- short-term_highly liquid investments with original maturities of three months or less and bank overdrafts. Bank
overdrafts are shown within borrowifigs as current liabilities in the statement of financial position.
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2.10

(a)

(b)

211

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of products and services in the ordinary course of the
Company’s activities. Revenue is shown net of value-added tax, rebates and discounts. Revenue is drived from hotel operations and included rental
of rooms, food and beverage sales, car park revenue and leisure center (gym, swimming pool etc) income. Revenues from contracts with customers
are assessed in line with IFRS 15, Revenue from Contracts with Customers and revenue is recognized when the performance obligations inherent in
the contract are met.

Revenue is measured based on the consideration to which the Company expects to be entitled in a contract with a customer and excludes amounts
collected on behalf of third parties. The Company recognizes revenue when it transfers control of a product or services to customers.

Sales discount and allowances

The enicrprise recognizes revenue on a gross basis and makes various deductions to arrive at net revenue as reported in profit or loss. These
adjustments are referred to as sales discounts and allowances.

Employee benefits

The Entity's only post-employment schemes is defined contribution pension plans.

Wages, salaries and annual leave

Wages, salarics, bonuses, other contributions, paid annual leave and sick leave are accrued in the year in which the associated services are rendered
by employees of the Company.

Defined contribution plan

The Entity operates one defined contribution plan; Pension scheme in line with the provisions of Ethiopian pension of private organization
employees proclamation 715/2011. Funding under the scheme is 7% and 11% by employces and the Company respectively:

Once thie contributions have been paid, the Company retains no legal or constructive obligation to pay further contributions if the Fund does not hold
cnough assets to finance benefits accruing under the retirement benefit plan. The Company’s obligations are recognized in the prolit and loss
account.

Severance Obligations

The Enfilty has a severance obligation which is unfunded.The method of accounting, significant assumptions and the frequency of valuations are
simila. © those used for the defined benefit pension schemes set out in IAS 19, Employee benefits, by using actuarial assumptions to determine the
amount of the obligation.

Falr value measurement

The Entity measures financial instruments classified as available-for-sale at fair value at each statement of financial position date. Fair value related
disclosures for financial instruments and non-financial assets that are measured at fair value or where fair values are disclosed are. summarized in the
following notes:

» Disziosures for valuation methods, significant estimates and assumptions note 4.6.1.
+ Quantitative disclosures of fair value measurement hierarchy note 4.6.2.
+ Financial instruments (including those carried at amortized cost) note 4.6.2.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. The fair value measurement is based on the presumption that the transaction to sell the asset or transfer the liability takes place
cither:

« In the principal market for the asset or liability, or
« Inthe absence of a principal market, in the most advantagcous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Company.,

Page 1\7/41 L



2.12

213

2.14

The fa'r vaiue of an asset or a liability is measured using the assumptions that market participants would use when pricing the asscl or liability.
assuming that market participants act in their economic best interest.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to measure fair value,
maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.

Assets and liabilities for which fair value is measured or disclosed in the financial slatements are categorized within the fair value hierarchy,
described as follows, based on the lowest level input that is significant to the fair value measurement as a whole:

« Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

« Leval 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or indirectly
cbservable.

« Leve! 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is unobservable.

,
For assets and liabilities that are recognized in the financial statements on a recurring basis, the Company determines whether transfers have oceurred
between Levels in the hierarchy by re-assessing categorization (based on the lowest level input that is significant to the lair value measurenient as a
whole) at the end of each reporting period.

The Company’s Management determines the policies and procedures for both recurring fair value measurement, such as available-for-sale financial
assets.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the basis of the nature, characteristics ahd
risks of the asset or liability and the level of the fair value hierarchy as explained above.

Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a result of a past event, it is probable that an outflow of
resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

If the cffect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects. when appropriate, the risks
specific to the lability. When discounting is used, the increase in the provision due to the passage of time is recognized as other operating expenses.

Reserve for deemed cost over carrying value

in Transition to IFRS, the excess of deemed cost (fair value) over the cost carrying value of properties plant and equipment, long term intangible
assets 2nd investment properties is credited either to retained earnings or another form of equity, as appropriate. One of the conditions when such
differ e is credited to another form of equity is when there is a regulatory restriction of its distribution to sharcholders. The Commercial Code of
Lihiopia 1960 stipulates that dividend can be distributed only from reserves in the approved balance sheet resulting from profit afier taxation.
Therefore, the increase of the fair value over the carrying value of such long-term assets at date of transition to IFRS does not qualily to be credited
{o retained earnings, hence has been credited to a non-distributable reserve under the heading” Reserve for Excess deemed cost over carrying value™
Management believes that as the assets are used by the Company with the passage of time the surplus will crystalize/ will be carned. Therefore, the
surplus would be transferred to retained earnings annually by the amount of the difference between depreciation based on the revalved amount
carryinz amount of the asset and depreciation based on the asset’s original cost.

Leascs

The determination of whether an arrangement is a lease. or conlains a lease, is based on the substance of the arrangement and requires an assessient
of whether the fulfilment of the arrangement is dependent on the use of a specilic assel or assets or whether the arrangement conveys a right o use
the asz '
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2.15

(a)

(b)

2.16

Company as a lessee

Leases that do not transfer to the Company substantially all of the risks and benefits incidental to ownership of the leased items are operating leases.
Operating lcase payments are recognized as an expense in the income statement on a straight-line basis over the lease term. Contingent rental payable
is recognized as an expense in the period in which it is incurred.

Company as a lessor

Leases where the Company does not transfer substantially all of the risk and benefits of ownership of the asset arc classificd as operating leases.
Rental income is recorded as earned based on the contractual terms of the lease in Other operating income. Initial direct costs incurred in negotiating
operating leases are added to the carrying amount of the leased asset and recognized over the lease term on the same basis as rental income.
Contingent rents are recognized as revenue in the period in which they are earned.

Income taxation

Current iitcome tax

The income tax expense or credit for the period is the tax payable on the current period’s taxable income based on the applicable income tax rate for
cach jutisdiction adjusted by changes in deferred tax assets and liabilities altributable to temporary differences and to unused tax losses.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the end of the reporting period in
Ethiopia. Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is subject lo
interpretition. It establishes provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred tax

Deferred tax is recognized on temporary differences arising between the tax bases of assets and liabilities and their carrying amounts in the financial
statements, However, deferred tax liabilities are not recognized if they arise from the initial recognition of goodwill: deferred tax is not accounted for
if it arises front initial recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction aftects
neither accounting nor taxable profit or loss.

Deferred tax is determined using tax rates (and laws) that have been enacted or substantively enacted by the balance sheet date and are expacted to
apply when the related deferred tax asset is realized or the deferred tax liability is settled.

Defers. tax assets are recognized only to the extent that it is probable that future taxable profit will be available against which the temporary
differences can be utilized.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax liabilities and when
the deferred taxes assets and liabilities relate to income taxes levied by the same taxation authority on either the same taxable entity or different
taxable entities where there is an intention to settle the balances on a net basis.

Deferred tax assets and liabilities are only offset when they arise in the same tax reporting group and where there is both the legal right and the
intention to settle on a net basis or to realize the asset and settle the liability simultancously.

Other comprehensive income

Revaluation Surplus represents the accumulated amount, net of deferred income taxes, arising from revaluation of all items of
property, plant and equipment.

The company Property. Plant and Equipment carrying amount is increased as a result of a revaluation since IFRS implemented, the increase shall be
recognised in other comprehensive income and accumulated in equity under the heading of revaluation surplus.

The revaluation surplus included in equity in respect of an item of property, plant and equipment may be transferred directly to retained carnings
when the asset is derecognised. This may involve transferring the whole of the surplus when the asset is retired or disposed of. However, some of the
surplus may be transferred as the asset is used by an entity. In such a case, the amount of the surplus transferred would be the difference between
depreciation based on the revalued carrying amount of the asset and depreciation based on the asset’s original cost.

L0
<
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3.1

3.2

Significant accounting judgements, estimates and assumptions

Ihe preparation of the Company’s hinancial stalements requires the Management to make judgements, estimates and assumptions that atiect the
reported amount of revenues, expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of contingent liabilities.
Uneert. aty about these assumptions and estimates could result in outcomes that require a material adjustment to the carrying amount of assets or
liabilitics aflected in future periods.

Other disclosures relating to the Company’s exposure to risks and uncertainties includes:
+ Capital management note 4.5.
» Financial risk management and policies note 4.2

Judgements

In the process of applying the Entity’s accounting policies, Management has made the following judgements, which have the most significant effect
on the amounts recognized in the financial statements:

Estimates and assumptions

The 2y ass.inptions concerning the future and other key sources of estimation at the reporting date, that have a significant risk of causing a material
adjustmient to the carrying amounts of assets and liabilitics within the next financial year, are described below,

The Entity based its assuniptions and estimates on parameters available when the financial statements were prepared. Existing circumstances and
assumptions about future developments, however, may change due to market changes or circumstances beyond the control of the Company. Such
changes are reflected in the assumptions when they occur,

Fair value measurement of financial instruments

When the fair values of financial assets and financial liabilities recorded in the statement of financial position cannot be measured based un quoted
prices in active markets, their fair value is measured using valuation techniques using inputs from unobservable sources. A degree ol judgemert is
required in establishing fair values. Judgements include considerations of inputs such as liquidity risk, credit risk and volatility. Changes in
assumr: " ins about these factors could affect the reported fair value of financial instruments. See note 3.2 for further disclosures.

)
Income tixes

Uncertainties exist with respect to the interpretation of complex tax regulations, changes in tax laws. and the amount and timing of future taxable
income. Given the long-term nature and complexity of existing contractual agreements, differences arising between the actual resuiis and the
assumptions made, or future changes to such assumptions, could necessitate future adjustments to tax income and expense already recorded. The
amount of such provisions is based on various factors, such as experience of previous tax audits and differing interpretations of tax regulations by the
taxable entity and the responsible tax authority.

Neferred tax assets are recognized for unused tax losses to the extent that it is probable that taxable profit will be available against which the losses
can be utilized. Significant judgement by the Directors is required to determine the amount of deferred tax assets that can be recognized, based upon
ihe likely timing and the level of future taxable profits together with future tax planning strategies.

Fai: » ulue cstimation (Judgement)

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values. The fair value of
financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the current market interest rate that is
available to the company for similar tinancial instruments.

Impairment testing (Estimate)

The Ertity reviews and tests the carrying value of assets when eveiits or changes in circumstances suggest that the carrying amount may 0t ¢
recoverable. When such indicators exist, management determine the recoverable amount by performing value in usc and fair value calcuiations.
Thez. calculdfions require the use of estimates and assumptions. When it is not possible to determine the recoverable amount for an individual assct.
manugement assesses the recoverable amount for the cash generating unit to which the asset belongs.
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GHION HOTELS ENTERPRIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2023

4

4.1

Financial risk management

Iatroduction

Risk measurement and reporting systems

The Entity’s risks are measured using methods that reflect both the expected loss likely to arise in normal circumstances and
unexpected losses, which are an estimate of the ultimate actual loss based on statistice! model. The models make use of
probabilities derived from historical experience, adjusted to reflect the economic env'ronment.

Monitoring and controlling risks is primarily performed based on limits established by the Company. These limits reflect
the business strategy and market environment of the Company as well as the level of risk that the Company is willing to
accept, with additional emphasis on selected regions. In addition, the Company meatures and monitor the overall risk
bearing capacity in relation to the aggregate risk exposure across all risk types and a-tivities.

Risk mitigation

The Entity uses various risk mitigating techniques to reduce its risk to the level acceptpble. Risk controls and mitigants,
identified and approved for the Company, are documented for existing and new procegses and systems.
o

The adequacy of these mitigants is tested on a periodic basis through administration of control self-assessment
questionnaires, using an operational risk management tool which requires risk owners to confirm the effectiveness of
established controls. These are subsequently reviewed as part of the review process.’

5

§

Financial risk

I sncicl instruments by category

i ke Entity's financial assets are classified into the following categories: at amortized cost, at fair value through P&L and at
FV through OCI and the financial liabilities are classified into other liabilities at amortized cost.Financial instruments are
classified in the statement of financial position in accordance with their legal form and substance.

The Entity's classification of its financial assets is summarized in the table below:

30 June 2023

F.V through At amortized

profit or loss cost Total

e ETB ETB ETB

Cash and balances with banks 17 21,788,006 21,788,006
investment securitics - =
- inancial assets measured at FVPL - -
— Financial assets measured at amortized cost = =
Trade receivables and other receviable 15 29.212.811 29,212,811

Total financial assets > - 51,000,816 51,000,816
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4.3

4.3.1

3u June 2022
F.V through At amortized

profit or loss cost Total

ETB ETB ETB
Cash and balances with banks 17 7,332,830 7,332,830
Investment securities 2 >
— Financial assets measured at FVPL - o
— Financial assets measured at amortized cost # -
Trade receivables and other receviable 15 17,279,153 17,279,153
‘Total financial assets - 24,611,983 24,611,983

- it visk

The Entity has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in full when due.

Key areas where the Company is exposed to credit risk is trade receivables.

Management of credit risk

The Entity manages the levels of credit risk it accepts by placing limits on its exposure to a single counterparty, or

Companies of counterparty and to geographical and industry segments. Such risks are subject to regular review.
the level of credit risk by category and territory are approved executive management.

Limits on

The table below show the maximum exposure to credit risk for the Entity's financial assets. The maximum exposure is show

gross before the effect of mitigation:

2023 2022

ETB ETB

Cash and balances with banks 21,788,006 7,332,830.10
Investment securities:

— Financial assets measured at FVPL - =

— Financial assets measured at amortized cost - -

Trade receivables and other receviable 29,212,811 17,279.153.36

51,000,816 24,611,983

Z’apital management

The Entity maintains an efficient capital structure of equity sharcholders’ funds, consistent with the Company’s risk profile

¢ ithe regulatory and market requirements of its business.

The Entity’s objectives in managing its capital are :

« o match the profile of its assets and liabilities, taking account of the risks inherent in the business;

« to maintain financial strength to support new business growth;

{o satisfy the requirements of its policyholders, regulators and rating agencies;

+ (o retain financial flexibility by maintaining strong liquidity and access to a range of capital markets;
« 1o allccate capital efficiently to support growth;

« 10 safeguard the Company’s ability to continue as a going concern so that it can continue to provide returns for

shareholders, and benefits for other stakeholders; and
« o provide an-adequate return to shareholders by pricing products commensurately with the level of risk.
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4.6.3 Valuation technique using significant unobservable inputs — Level 3

The Entity has no financial asset measured at fair value on subsequent recognition.

4.6.4 Teansfers between the fair value hierarchy categories

During the three reporting periods covered by these annual financial statements, there were no movements between levels
as a result of significant inputs to the fair valuation process becoming observable or unobservable.

4.7 Oifsetting financial assets and financial liabilities

Theie are no offsetting arrangements. Financial assets and liabilities are settled and disclosed on a gross basis.
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GHION HOTELS ENTERPRISE

NOTES TO THE FINANCIAL STATEMENTS

FOR TH™ YEAR ENDED 30 JUNE 2023

5 Revenue

The enterprise derives revenue at a point in time. The company has no contract assets or contract liabilities.
Disaggregation of the revenue from contracts with customers for the current fiscal year at a point in time are

indicated below:

Room

Food

Bev ' .ge
Laundry
Entrance fee
Garden

Rent

Package
Games
Parking
GYM
Sauna/Jacussy
Cafzteria
Concert
Gross income
Dic’ ant

Net cales

6  Costof Sales

Food
Beverage
Tort,

7 Other income

Other income

Reversal of Inventory Writedown
Reversal of litigation provision
Foreign exchange gain

Reversal gain/Annual leave

Te': Other income

30 June 2023

30 June 2022

ETB ETB
42,456,957 30,619,797
59,578,703 34,595,607

8,367,276 5,548,433
507,475 195,078
11,200,583 8,763,131
1,925,902 ¢
9,096,709 18,305,483
10,119,795 2
531,659 .
352,832 :
1,351,777 5
823,517 3
2,381,895 :
7,497,714 2
156,192,794 |  98,027,528.34
(29,130) (3,503)
156,163,664 98,024,626

30 June 2023 30 June 2022
ETB ETB
25,464,930 11,943,574 |

3,244,151 2,041,888
28,709,080 13,985,462

30 June 2023 30 June 2022

ETB ETB
679,214 5.061,350
7,910 14,542
. 1,230,328.00
1,412,423.39 1,939,279.52
: 124,339.58
2,099,548 8,369,840
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GHIGN HOTELS ENTERPRISE

NOTES TO THE FINANCIAL STATEMENTS

FOR T7TE YEAR ENDED 30 JUNE 2023

8 General and Administration Expense

Salary and wages
Employee benefits

Food accommodation
Printing and office supplies
Cleaning and sanitation
Repair and maintenance
Fuel and lubricant

M iicipality and other local taxes

Lasurance

Utilities

Accrued Annual leave expense
Accrued severance expense
Advertisement
Consultancy

Travel and Perdiem
Entertainment

Commission

[Depreciation

Rent

Litigation Expense

' Vation

iviiscellaneous

Total general and administrative expenses

9  Impairment losses and gains on financial assets

£xpected Credit Loss
Total

I

10 Finance Income (Cost), net

mterest Expense
Total
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30 June 2023 30 June 2022
ETB ETB
25,354,071 18,084,630

6,896,343 7,517,108
3,248,047 3,426,995
3,067,018 817,336
3,164,762 2,501,165
5,070,832 2,084,267
1,334,452 967,126
204,747 13.493
904,424 277,493
5,774,584 6,265,424
39,078 260,796
963,353 63.616
731,094 338,796
274,957 412,447
18,426 34,834
237,522 30,449
1,081,722 1,558,918
11,281,095 10,876,521
286,200 202,22
2,551,690 485,878
1,353,990 676,779
73,838,407 56,896,312 |

30 June 2023 30 June 2022
ETB ETB
14,944,385 10,975,870
14,944,385 10,975,870

30 June 2023 30 June 2022
ETB ETB

- 651,697
- 651,697




GHION HOTELS ENTERPRISE

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2023

Pl

11b

11 Provision for profit tax computation

I'. o1t Before tax

Add: Non-deductible Expense
Entertainment _
Depreciation as per accounting policy
Provoision for litigation

Accrued Annual Leave Expense
Expected Credit Loss

Accrued Severance Expense

Less:

Depreciation per tax law

" crsal of Provision for litigation
ieversal of annual leave accrual
Reversal of writedown on inventories

Taxable Tiicome
Current Income Tax Expense (30%)

Current income tax charge

Current income tax expense

Deferred income tax/(credit) to profit or loss (note 12)

Total (charge)/ credit to profit or loss

Currcnt income tax liability

Balance at the beginning of the year
! .5 Settlement during the year
{wurrent income tax expense
Witholding tax Receivable

Balance at the end of the'year

30 June 2023 30 June 2021
ETB ETB
40,300,839 23,371,533

237,522 30,449
11,281,095 10,876,521
- 0
39,077.57 0
14,944,385 10,975,874
963,353 63,616
27,465,433 21,946,456
(5.633,446) (5,030,8506)
- (1,230,328)
- (124,340)
(7,910) (14,542)
(5,641,357) (6,400,066)
62,124,915 38,917,924
18,637,474 11,675,377 |
30 June 2023 30 June 2622
ETB ETB
18,637,474 11,675,377
(5,613,509) (2,352,457)
13,023,965 19,322,926
30 June 2022 30 June 2021
ETB DY 5
10,780.643 6,220.404
(10,780,643) (6,229,494)
18,637,474 11,675,377
S - (894,734)
18,637,474 10,780,643
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GHION HOTELS ENTERPRISE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2023

11: Deferred Tax

Def:ied tax is calculated on all temporary differences under the liability method using the enacted rate,
currently at 30%. The deferred tax asset at year end is attributable to deductible temporary difference and
deferred tax liabiliites are attributed to taxable temporary differences between the tax base of assets and
liabilities and their corresponding carrying value for financial reporting purposes.

The movement in the deferred tax account is as follows:

Defurred tax Liability

30 June 2023 [ 30 June 2022

ETB ETB
At the beginning of the year 89,672,969 89,124,343
Charge/(credit) recognized in profit or loss (829,464)| 548,620
At the end of the year 88,843,505 | 89,672,969
Deferred tax Assct

2023 2022

ETB ETR
At the beginning of the year 9,696,466 6,795,385
Cre . ¢/(charge) recognized in profit or loss 4,784,045 2.901.083
At the end of the year 14,480,511 | 9,690,466
DEFFERED TAX ASSET

30 June 2023 [ 30 June20%: |

ETB ETB
Inventories (Note 11d) 7,910 7,610
Tra”c Debtors (Note 11d) 41,694,087 26,749,702
Prosisions (Note 11d) 47,000 47,000
Employee Benefit (Note 11d) 6.519,371 15,516,940
Total deduztible temporary difference 48.268.369 232321552
Deifered tax(30%) 14,480,511 9,696,466
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11d

DEITERED TAX LIABLITY

Property, Plant & Equipment

Carrying Value
Tax Base

Taxable Temporary Difference

Def" .ed tax liability

Cairying Value
Tax Base
Deductible
Temporary
Difierence

Deferred Tax
Assst

30 June 2023 30 June 2022
LTB ETB
370,782,169 374,101,696
(74,637,157) (75.191.804)
296,145,012 298.909.8¢2
88,843,503 89,672,968
Employee
Inventories Trade Debtors Provision Benefits Total
2315412 29,212,811 47,000 6,519,371 33.3G94.594
2,323,343 70,906,898 - - 73,230,221
7,910 41,694,087 47,000 6,519,371 48,268,369
2,373 12,508,226 14,100 1,955,811 14,480,511
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12. Property, plant and equipment

COST

Building

Machinery & equipment
Office equipment
Furniture and fixture
Kitchen utencils
Cilverware and cuttlery
Soft furnishings
Glassware & proclain
Others

Computers & accessories
Motor vehicles
Infrastructure & civil work

Work in progress
Fixed assets in Store
Total

Balance as at
1-Jul-22

ETB

Addistions /
Transfer

ETB

Disposal /Adjustment

ETB

Impairment

ETB

Balance as at
30-Jun-23

ET1

227,769,294.00
43,451,644.10
873,576.38
15,075,458.67
933,949.75
670,023.25
16,563,450.49
745,359.15
3,627,457.24
3,811,340.52
11,693,577.00
104,509,413.65

28,183,815.64
16,230,350.37

355,500.00
2,793,264.37
104,781.93

31,878.00
434,365.25
632,460.85

35,478.00
299,380.40
344,691.23

0.00
0.00

72.826.73
2.856,940.78

228,124,794.00 ~

46,244,908.47 -
978,358.31

15,075,458.67 -

965,827.75 «

1,104,388.50 .
17,195911.34 .

780,837.15 -
3,926,837.64

4,156,031.75 -
11,693,577.00

104,509.413.65 &

¥28,256,642.37(

19,087.291.15 /

474,138,710.21

7,961,567.54

482,100,277.75

ACCUMULATED DEPRECIATION

Building
Machinery & equipment
Office equipment
Furniture a . .t fixture
Kitchen utencils
Cilverware and cuttlery
Soft furnishings
Glassware & proclain
Others
Computers & accessories
Motor vehicles
Infrastructure & civil work
Tutal

2

38,625,953.26
13,105,840.12
431,265.67
7,714,994.89
931,810.39
510,925.93
13,429,569.30
663,407.80
2,883,159.80
2,394,458.64
3,451,102.63
15,894,525.80

4,555,385.88
1,774,141.20
61.428.96
1,005,030.61
5,843.62
315,767.04
252,912.42
32,677.69
328,357.35
274,683.07
584.678.85
2,090,188.27

43,181,339.14
14,879,981.32
492,694.63

L !

\

8,720,025.50 <

937,654.01

826,692.97 «

13,682,481.72

696,085.49 %

3.211,517.15:¢
2,669.141.71%
4,035,751 48%
17,984,714.07

100,037,014.23

11,281,094.95

111,318,109.18
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13

Net book value

Building

Machinery & equipment
Office equif.:aent
Furniture and fixture
Kitchen utencils
Cilverware and cuttlery
Soft furnishings
Glassware & proclain
Others

Computers & accessories
Motor vehicles
Infrastructure & civil work
Work in progress

Fixed assets in transit

Impairment review

Upon impairment review, the niet book value of property,
of the reporting period. Thus, the management are of the

RIGHT OF USE ASSET

Cost

Asat 1 Juiy 2022
Additions

Transfer
Disposal/Adjustments
As at 30 June 2023

As at 1 Jujy 2022
Additions

Transter
Disposal/Adjustments

30-Jun-23

184,943,454.86
31,364,927.15
485,663.68
6,355,433.17
28,173.74
277,695.53
3.513,429.62
84,751.66
715,320.49
1,486,890.04
7,657,795.52
86,524,699.58
28,256,642.37
19.087.291.15

370,782,168.57

Land
ETB

997,438,365.00

997,438,365.00

997,438,365.00

30-Jun-22

189,143,340.74
30,345,803.98
442,310.71
7,360,463.78
2,139.36
159,097.32
3,133,881.19
8§1,951.35
744.297 .44
1,416,881.88
8,242.474.37
88,614,887.85
28,183.815.64

16,230.350.37

374,101,695,98

plant and equipment do not exceed jts recoverable value as at the end
opinion that allowance for impairment is not required.

AS ut 30 June 2023 997,438,365.00

The enterprise has a right of use freehold land on which it is not required to pay leases. The details of land are follows:-

Locatiop Valuation Amount Area in m?
Kirkos Sul«city Wereda-16 ; 997,438,365.00 _ 123,000

Page 31/41



GHION HOTELS ENTERPRISE

NOTES 'O THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2023

14

l'til

15

Inventories

Beverages

Provision food and related supplies
B, restaurant and snacks
Stationary and supplies

Other materials

Gross amount
Allowance for inventory impairment

Impairment allowance on inventory

A reconciliation of the allowance for impairment losses for inventories, is as follows:

At 1 July

Charge for the year

Reversal on writedown of inventory
At 30 June

1 eade and Other Debtors

Trade Debtors
Sundary Debtors [ ¢ 650 06f
Staff debtors - . ¢

ANY 166 A

Creditors With Debit Balance

Allowance for Expected Credit Loss
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30 June 2023 30 June 20622
ETB ETB
332,599 291,674
972,471 647,633
- 1,178,315
1,018,253 491,723
- 0
2,323,323 2,609,345
(7,910) (7,910)
2,315,412 2,601,434
|
30 June 2023 30 June 2022
ETB ETB
7,910 22,453
(7,910) (14,542)
: 7.910
30 June 2023 30 June 2022
ETB ETB
57.270,419 40,010,374
11,376,682 1,811,316
2,255,611 2,205,002
4,186 2,163
70,906,898 44,028,855
(41,694,087) (26,749,702
29,212,811 17,279,153




15a

16

17

The movements in impairment allowance for trade receivable is analyzed below:

30 June 2023 30 June 2022
ETB ETB
Balance at the beginning of year 26,749,702 15,773,831
Impairment loss recognized on receivables 14,944,385 10,975,870
Impairment loss reversed
Balance at end of the year 41,694,087 26,749,702
Prepayments
30 June 2023 30 June 2022
ETB ETB
Prepayments 4,313,378 2,478,655
Total 4,313,378 2,478,655
I
Cash asd Cash Kquivalent
30 June 2023 30 June 2022
ETB ETD
Cush on hand ¢ 98,473 199,380
Cash at bank < 21,689,533 7,133,450
( 21,788,006 7,332,830
|
For the purpose of the cashflow statement, cash and cash equivalent is made up of the following:
30 June 2023 30 June 2022
ETB ETB
Cash on hand 98.473 199.380
("ash at bank : 21,689,533 7,133,450
Bank overdraft - (2,918.411)
‘ 21,788,006 7,332,830
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GHION HOTELS ENTERPRISE
NOTES TO THE FINANCIAL STATEMENTS
FOR TIiE YEAR ENDED 30 JUNE 2023

18

19

20

STATE PAID UP CAPITAL

Balance at the Bignning
Adjustment to capital

Add: Additional investment
Total

RETAINED EARNINGS

Balance at the Bignning

Adjustment on opening balance deffered tax liability
Adjustment on state capital

Profit for the year

Transfer to Legal Reserve

Transfer to State Dividend

Prior year Adjustment (Note 30)

Transfer from Revaluation reserve

Total

LEGAL RESERVE

Balance at the Bignning
Transfer from retained earnings
Total

30 June 2023 30 June 2022
ETB ETB
19,280,040 19,241,440

- 38,600
19,280,040 19,280,040

30 June 2023 30 June 2022
ETB ETB
20,367,866 8,266,124

3,112,770 89,260
0 (38.600)
27,276,873 14,048,614
(2,543,471) (1,997,532)
16,914,541 -
65,128,580 20,367,866

30 June 2022 30 June 2021

ETB ETB
3,848,289 3,848,289
3,848,289 3,848,289

The Legal reserve of the Enterprises reaches 20% of paid up capital and on previous year 5% of
profit after tax to legal reserve till the balance reach's 20% of share capital.But now the
enterperises meets minimum legal reserve requiremnts of Commercial Code of Ethiopia and

entererises-articles of assocation.
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GHION HOTELS ENTERPRISE
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2021

21 Employee Benefit Obligations

215

Annual lLeave Obligations
Severance obligations (Note 20a)

Total

N aterity Analysis

Current

Non Current

I:cfined Benefit Obligation

Defined benefits liabilities:

Severance benefit plan

Liability in the statement of financial position

“iicome statement
charge included in
personnel expenses:

— Severance benefit plan

Total defined benefit expenses
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30 June 2023 30 June 2022
ETB ETB
2,278,365 2,239,288
4,241,006 BDTT 052
6,519,371 5,515,940
2,278,365 2,239,288
4,241,006 3,277,652
|
30 June 2023 30 June 2022
ETB ETB
4,241,006 3.277.662
4,241,006 3,277,652
963,353 63,616
963,353 63,616




i) Severance Obligation

'The severance benefits plan is an unfunded defined benefit that is based on the statutory severance
benefit as set out in Labour Proclamation No. 377/2003 and its subsequent Amendment,Proclamation
No. 494/2006. The vesting condition for the benefit is for employees to served the Company for 5 years
and above and who are below the retirement age (i.e. have not met the requirement to access the pension
fund). The eventual settlement of the severance is determined by reference to years of service to the
company and based on the final monthly salary of the employee (30 days salary for the first year of
service and one-third of the final salary for the remaining period the employee is entitled the benefit- (o
a maximum of twelve months salary).

The income statement charge included within personnel expenses includes current service cost, interest
cost, past service costs on the defined benefit schemes. The key financial assumptions are the discount
1:ie and the rate of salary increases. The provision was based on the projected unit credit method as
prescribed by IAS 19.

30 June 2022 30 June 2021

ETB ETB

i} Liability recognised in the financial position

Severance pay 4,241,006 3,277,652
4,241,006 3,277,652

iii) The principal assumptions used in determining defined benefit obligations

(a) Discount rate

In Ethiopia, there is neither a deep market in corporate nor government bonds. Furthermore, the mark.ct
for treasury bills in Ethiopia is inefficient and does not appear to be market determined. IAS 19 does not
uiovide guidance for setting the discount rate in a country with limited government bonds or
instruments.

The Company therefore opted to use a real rate of 2.4% taking inflation into account .

Page 36/41



GHION HOTELS ENTERPRISE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2023

28 Related party transactions

Key management has been determined to be the members of Executive Management of the
Enterprise. The compensation paid or payable to key management is shown below.

30 June 2023 30 June 2022

ETB ETB
Salaries and other benefits 3,179,852 3,179,832
3,179,852 3,179,852

29 Contingent liabilities

There are no contingent liabilities and commitments as at 30 June 2023
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GEION HOTELS ENTERPRISE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2023

30

32

33

Prior Perviod Adjustments

1AS 8 prescribes the criteria for selecting and changing accounting policies, together with the accounting treatment
and disclosure of changes in accounting policies, changes in accounting estimates and corrections of errors.
Accounting policies are the specific principles, bases, conventions, rules and practices applied by an entity in
preparing and presenting financial statements.

Changes in accounting estimates result from new information or new developments and, accordingly, are not

,~oirections of errors. The effect of a change in an accounting estimate is recognised prospectively by including it

in profit or loss in:

The period of the change, if the change affects that period ; or
The period of thie change and future periods, if the change affects both.

Prior period errors are omissions from, and misstatements in, the entity’s financial statements for one or more prior
periods arising from a failure to use, or misuse of, available reliable information. Unless it is impracticable to
determine the effects of the error, an entity corrects material prior period errors retrospectively by restating the
comparative amounts for the prior period(s) presented in which the error occurred.

GHION HOTELS ENTERPRISE, determined that during the Ethiopian fiscal periods 2008-2012, the monthly
VAT delarations made to the Ethiopian tax authority had descripancy with the annual declarations made during the
stated periods. As a result the enterprise was obliged to pay 2,543,471 to the tax authority.

The misstatement on the VAT declarations in the previous years' financial statements represents a prior period
accounting error which must be accounted for retrospectively in the financial statements. The effect of the
adjustments on retained earnings is as indicated below;

Retained earnings

Amount before correction of error 2.543.471

Payment made to ERCA

(2,543,471)
(2,543,471)
Other compreheusive income
Property, Plant and Equipment Deperecation as per revalued amount [1,281,094.95
Property, Plant and Equipment Deperecation as per original cost (5,633,:416.39)
Movement in Revaluaton surplus to OCI 16,914,541.34

Subsequent events

There were no events after the reporting date which could have had a material effect on the financial position of the
Enterprise as at 30 June 2022 which have not been adequately provided for in the financial statements.

Approval of the Financial Statements

‘These separate financial statements of the Enterprise for the year ended 30 June 2023 were approyed by the i
Directors on 03 Movember2023.,--— '
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