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Ethiopian Industrial Inputs Development Enterprise
Independent Auditor's Report and Annual Financial Statements
Report of the Board of Directors

For the year ended 30 June 2023

Incorporation and supervising authority

Ethiopian Industrial mputs Development Enterprise (EIIDE) is an autonomous public Enterprise
established under the Council of Ministers Regulaton No. 328/2014. EIIDE is a state owned enterprise
and governed by Public Enterprise Proclamaton No 25/1992.

The Enterprise is under the supervision and ownership of the Etliopian Investment Holding (EIH) for
the reporting vear. The Board of directors report to EIH.

The address of its registered office and principal place of business is Addis Ababa, Arada Sub Ciry,
Woreda 06 House Number 027. The Enterprise also operates outside of its registered address across the
Country.

Principal activities
The Enterprise's principal activities are the supply of industrial inputs through import, manufacturing
and merchandising.

Performance
The Enterprise financial performance for the financil year end 30 June 2023 with comparative year 1s
presented below:

30 June 2023 30 June 2022

ETB ETB
Revenue : 4,278,518,736 4,183,979,659
Profit before income tax 463,818,714 122,778,856
Business income tax charge 140,827,934 74,695,667
Net profit after tax 322,990,780 48,083,189

Nothing has come to the attention of the Board to indicate that the Enterprise will not remain a going
concern for at least twelve months from the date of this statement.

Signed on behalf of the Board of Directors by:

H.E. Ato Melaku Alebel
Chairperson of the Board of Directors
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Ethiopian Industrial Inputs Development Enterprise
Independent Auditor's Report and Annual Financial Statements
Statement of managements' responsibilities

For the year ended 30 June 2023

In accordance with the Financial Reporting Proclamation No. 847/2014 and the Direcuve issued by the Accounting
and Auditng Board of Ethiopia (AABE), the Enterprise is required to prepare financial statements in accordance
with International Financial Reporting Standards (IFRS).

The management are responsible for the preparation of financial statements that give a true and fair view in
accordance with the International Financial Reporting Standards (IFRS) and with the requirements of the
Commercial Code of Ethiopia 2021, and for such internal controls as management determine are necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

The management accept responsibility for the annual financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgments and estimates, in conformity with the
IFRS and in the manner required by the Commercial Code of Ethiopia 2021. The management are of the opinion
that the financial statements give a true and fair view of the state of the financial affairs of the Enterprise and of its
operating results. The management further accept responsibility for the maintenance of accounting records which
may be relied upon in the preparation of financial statements, as well as adequate systems of internal financial control.

The Management are of the opinion that the financial statements give a true and fair view of the state of the financial
affairs of the Enterprise and of its profit or loss.

The management further accept responsibility for the maintenance of accounting records that may be relied upon in
the preparation of financial statements, as well as adequate systems of internal financial control.

Nothing has come to the attention of the management to indicate that the Enterprise will not remain a going
concern for at least twelve months from the date of this statement.

Signed on behalf of the Board and Management by:

. Dawit Adane
v Chief Executive Officer

, 7
H.E. Ato Melaku Alebel Dawit Adane Teka
Chairperson of the Board of Directors Chief Executive Officer
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INDEPENDENT AUDITOR’S REPORT
TO THE SUPERVISING AUTHORITY OF
ETHIOPIAN INDUSTRIAL INPUTS DEVELOPMENT ENTERPRISE

Report on the Audit of the Financial Statements

Qualified Opinion

We have audited the accompanying financial statements of Ethiopian Industrial Inputs
Development Enterprise (the Enterprise), 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 flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, except for effects and possible effects of the matters described in the Basis Jor
Qualified Opinion paragraph. the accompanying financial statements present fairly, in all
material respects, the financial position of the Enterprise 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 Qualified Opinion

1. A Suspense Current Account, with a balance of Birr 135,320,666, has been maintained as
a contra account for multiple transactions. These include de-recognition of long-
outstanding debtor balances, adjustments to creditors, and changes in inventory
valuations. Suspense account by it is very nature being temporary account was in this
case utilized for dumping unidentified transactions having consequential effect of
misstating inventory, debtor and creditor accounts reflected on the financial statements.

!\J

A prior period adjustment was recorded in de-recognition of value added tax and
withholding tax recoverable amounting to Birr 519,790,496 and Birr 284,529,547,
respectively. These adjustments were charged against IFRS Re-measurement account
within the equity section; which rather should have been prior period adjustment to be
corrected retrospectively against opening balance of retained earnings. Although the
treatment noted does not affect the total equity. overall performance. or cash flows for the
period, this in our opinion materially affects presentation, classification, and
comparability of equity, specifically retained earnings was misstated by the above
adjustments diverted to re-measurement account.

N s




INDEPENDENT AUDITOR’S REPORT
TO THE SUPERVISING AUTHORITY OF
ETHIOPIAN INDUSTRIAL INPUTS DEVELOPMENT ENTERPRISE (continued)

Report on the Audit of the Financial Statements (continued)
Basis for Qualified Opinion (continued)

g Adjustments to receivables, inventory and creditor accounts was made to increase in
retained earnings by net amount of Birr 19.269.162. However. sufficient appropriate
audit evidence to substantiate these adjustments was not made available. Furthermore, the
opening balances of prior period equity accounts were not correctly carried down, or
adjustments were not properly reflected in the accounting records. In consequence, we
were unable to determine whether the restatements were appropriate and the account
balances involved were fairly stated.

Key Audit Matters

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 period. Those matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon.
but we do not provide a separate opinion on these matters. In addition to the matter described in
the Basis for qualified Opinion section of our report, we have determined no other matters to be
the key audit matters to be communicated in our report.

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 International Financial Reporting Standards (IFRSs), 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 Enterprise’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 Enterprise or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Enterprise’s financial
reporting process.



INDEPENDENT AUDITOR’S REPORT
TO THE SUPERVISING AUTHORITY OF
ETHIOPIAN INDUSTRIAL INPUTS DEVELOPMENT ENTERPRISE (continued)

Report on the Audit of the Financial Statements (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are 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 the aggregate, they could reasonably be expected to influence the

economic 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 skepticism throughout audit. We also:

Identify and assess the risks of material misstatement of the financial statement, 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 misstatement resulting from fraud is higher than for
one resulting from error. as fraud 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 effectiveness of the Enterprise’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by 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 Enterprise’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, future events or conditions may cause the Enterprise to cease to
continue as a going concern.



INDEPENDENT AUDITOR'S REPORT
TO THESUPERVISING AUTHORITY OF ETHIOPIAN INDUSTRIAL INPUTS
DEVELOPMENT ENTERPRISE (continued)

Report on the Audit of the Financial Statements (continued)

Auditor's Responsibilities for the Audit of the Financial Statements (continued)

e 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 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 safeguards.

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
benefits of such communication.

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

- ;
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Ethiopian Industrial Inputs Development Enterprise

Statement of profit or loss and other comprehensive income

For the year ended 30 June 2023

Revenue

Cost of sales

Gross profit

Other income

Selling and distribution expenses
General and administradve expenses

Operating profit

Finance income

Finance costs

Profit before business income tax
Income tax expense

Profit for the year

Othet comprehensive income

Total comprehensive (loss) income for the

Notes

18
19
20

2023 2022
Birr Birr
4,278518,736 4,183,979,659

(3,384,892,647)

(3,592,358,003)

893,626,089 591,621,656
20,483,618 7,219,057
(131,846,368) (88,841,278)
(334,298,056) (419,070,043)
447,965,283 90,929,393
17,435,582 34,221,052

(1,582,151)

(2,371,589)

463,818,714

122,778,856

(140,827,934)

(74,695,667)

322,990,780

48,083,189

322,990,780

48,083,189

The notes on pages 9 to 45 are an integral part of these financial statements.



Ethiopian Industrial Inputs Development Enterprise

Statement of financial position

As at 30 June 2023

Assets

Non-current assets

Property, plant and equipment

Investment securities

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Total assets
Equity and Liabilities

Equity

Capital

IFRS Remeasurment reserve
Retained earnings

Legal reserve

Liabilities

Non-current liabilities
Deferred tax liabilities

Current Liabilities
Loans and borrowings
Profit tax payable

Trade and other payables

Total liabilities
Total Equity and Liabilities

30 June 2023 30 June 2022
Notes Birr Birr

3 2,038,324,779 1,173,249,085
4 890,231 853,553
2,039,221,010 1,174,102,638
5 562,523,365 653,091,683
6 867,285,494 2,289.889.861
7 812,600,701 732,682,067
2,242.409,560 3,675,663,611
4,281,630,570 4,849,766,249
8 1,306,042,415 1,306,042,415
9 686,074,909 1,484,749.916
458,377,146 190,605,374
11 40,082,063 25,988,812
2,490,576,533 3,007,386,517
13.1 276,333,620 285,971,340
276,333,620 285,971,340
12 644,763,129 915,833,094
13 88,710,206 71,563,555
14 781,247,082 569,011,744
1,514,720,417 1,556,408,393
1,791,054,037 1,842,379,733
4,281,630,570 4,849,766,249

The notes on pages 9 to 45 are an integral part of these financial statements.

H.E. Ato Melaku Alebel

Chairperson, Board of Directors

Ato Dawit Adane Teka
Chief Executive Officer
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Ethiopian Industrial Inputs Development Enterprise

Statement of cash flows
For the year ended 30 June 2023

Cash flows from operating activities

Profit / (loss) for the year

Adjustments for non-cash income and expenses:
Retained earnings movements

Taxes

Depreciation

Changes in working capital:

(Increase) decrease in trade and other recervables
(Increase) decrease in inventories

Increase (decrease) in trade and other payables

Cash generated from /(used in) operating activities
Income tax paid

Net cash (outflow)/inflow from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment

Investment in bond securities

Net cash (outflow)/inflow from investing activities
Cash flows from financing activities

Proceeds/ (repayment) from/of borrowings (net)
Movement in shareholders balances (net)
Non-recoverable prior years tax claims

Net cash (outflow)/inflow from financing activities
Net (decrease)_/increase in cash and cash equivalents

Cash and cash equivalents at the start of the year

Cash and cash equivalents at the end of the year

-

2023
Birr

2022
Birr

322,990,780

(817,944,171)
134,599,481
72.382,251

48,083.189

74,695,667
65,255,179

1,422,604,367 (782.784,584)
90,568,319 (163,361,615)
212,235,338 (135,722,093)
1,437.436,364 (893,834.258)
(127,090,548) (121,316,712)
1,310,345,816 (1,015,150,970)

(937,457,946)
(42,678)

(131,138,183)
(40,645)

(937,500,624)

(131,178,828)

(271,069,965)

915,833,094

(21,856,594) (28,864,183)
(292,926,559) 886,968,911
79,918,634 (259,360,887)
$ 732,682,067 992,042,955
812,600,701 732,682,067




Ethiopian Industrial Inputs Development Enterprise

Notes to the financial statements

1 General information

Ethiopian Industrial inputs Development Enterprise (EITDE) is an autonomous public Enterprise established under the
Council of Ministers Regulation No. 328/2014. EIIDE is a state owned enterprise and governed by Public Enterprise
Proclamation No 25/1992. The Einterprise’s principal business activities are the supply of industrial inputs and other
related activities.

The address of its registered office and principal place of the Enterprise is:

Kirkos Sub City, Woreda 06, House No. 027

Addis Ababa

Lthiopia

2 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below:
2.2 Basis of preparation

2.2.1 Statement of compliance

The financial statements of the Enterprise have been prepared in accordance , and in compliance with, International
Financial Reporting Standards ("IFRS") znd Internanonal Financial Reportng Interpretations Commirtee ("IFRIC")
interpretations (as issued by the International Accounting Standards Board ("IASB")) 1ssued and cffective at the time of
preparing these financial starements. They have been prepared under the assumption that the Enterprise operates on a
going concern basis. Other applicable nanonal laws and regulations are applied as appropriate.

sification by function of expenses. The Enterprise

The Enterprise presents the statement of profit or loss using the cla
believes this method provides more useful information to the users of its financial statements as 1t better reflects the way
sed on a current / non-

operatians are run from a business point of view. The statement of financial position format is b
current distinction.

The financial statements have been prepared on the historic cost convention and presented in Ethiopian Bire (ETB),
- which is the Enterprise's funcrional currency. -
2.2.2 Measurement bases

The financial statements have been prepared under the historical cost convention, Historical cost is generally based on the
fair value of the consideration given in exchange for asscts.

2.3 Significant judgments and sources of estimation uncertainty
“The preparation of financial statements in conformity with IFRS requires management of the Enterprise, from time to

time, to make judgments, cstimates and assumprons that affect the application of policies and reported amounts of
assets, habilities, income and expenses.

These estimates and associated assumptions are based on experience and various other factors that are believed to be
reasonable under the circumstances. Actual results may differ from these esumates.



Ethiopian Industrial Inputs Development Enterprise
Notes to the financial statements

The estimates and underdving assumptions are reviewed on an engoing basis. Revisions 10 accounting estimates are

recognized in the period in which the esnmates are revised and i any future perniods affected.

2.3.1 Use of estimates and judgments in applying accounting policies

Critical judgments are made by management in applying accounting policies. An accounting policy 15 considered to be
critical if its sclection or application could materially affect the reported amounts of assets and habilities, disclosure of
contingent assets and liabilities at the date of the Financial Statements and the reported amounts of revenues and

expenses dunng the reporting period.
Critical judgments, that have the most significant effect on the amounts recognized in the financial statements, are
outhned as follows:

a. Lease classification

The treatment of leasing transactions under IFRS 16 in the financial statements is mainly determined by whether the

contract, or part of a contract, that conveys the right-to-use an asset (the underdying asset) for a period of time in

exchange for consideration. In making this assessment, management of the Enterprise considers a lease contract as the
acquisition of a right to use an underlying assct, with the purchase price paid i installments.

Key sources of estimation uncertainty in the application of IFRS 16 include, among others, the following:
- Estimation of the lease term: .
- Determination of the appropriate rate to discount the lease payments:
- Assessment of whether a right-of-usc asset is impaired.

b. Impairment of financial assets

The Enterprisc’s impairment provisions for financial assets are based on assumpdons about nisk of default and expected
loss rates. The Enterprise uses judgment in making these assumptions and sclectung the inputs to the impairment
caleulation, based on the Enterprise’s past history, existing market conditions as well as forward looking estimates at the
end of cach reporting period.

c. Impairment testing

The Enterprise reviews and tests the carrying value of assets when events or changes in circumstances suggest that the
carrying amount may not be recoverable. When such indicators exist, management determine the recoverable amount by
performing value in use and fair value calculations. These calculations require the use of estimates and assumptions.



Ethiopian Industrial Inputs Development Enterprise
Notes to the financial statements

d. Useful lives of depreciable asscts

Management reviews its estimate of the useful lives of depreciable assets at cach reporung date, based on the expected
utility of the assets. Uncertantics i these esumates relate to technologieal and functional obsolescence that may change

the economic benefits of assets.

When the estimated useful life of an asser differs from previous estimates, the change is applied prospectvely in the

determination of the depreciaton charge.

e. Inventories

Management estimates the net realizable values of inventones, taking mto account the most rehable evidence available ar
each reporting date. EIIDE’s management assessed whether inventory is impaired by companng 1ts cost to its estimated
net realizable value. For impaired inventory items, inventory is written down to net realizable value in accordance with
IAS 2,

™

Provisions

Provisions are inherently based on assumptions and estimates using the best information available.

g. Allowance for expected loss

Allowance for Expected Credit Losses (ECL), for wade receivables and contract assers, assessment require a degree of
estimation and judgment. Management's assessment of eredit losses 1s based on the lifenime expected credit loss, grouped
based on days overdue, and makes assumptions to allocate an overall expected eredit loss rare for each group. These
assumptions include recent sales experience and historical collection rates.

-

. Simplified impairment model

As the trade and other receivables and contract assets of the Enterprise do not contain a significant financing component
(generally such assets of the Enterprise have a maturity period of 12 months or less), and in accordance with IFRS 9, “life
time expected credit losses” are recognized.

The simplified impairment model allows management to caleulate ECLs on trade receivables using provision matrix,
which means grouping of trade and other receivables based on different customer attributes and different historical loss

patterns.

11



Ethiopian Industrial Inputs Development Enterprise

Notes to the financial statements

2.4

Revenue from contracts with customers involving sale of goods

Revenue recognition in relation to the sale of goods to customers, the key performance obligation of the company is
considered to be the point of delivery of the goods to the customer, as this is deemed 1o be the time that the customer
obtains control of the promised goods and therefore the benefits of unhindered access,

Employee benefits provision

The hability for employee benefits expected to be settled more than 12 months from the reportung dare are recognised
e cash flows to be made in respect of all employees at the

and measured at the present value of the esumated fu
reporting date. In determining the present value of the hability, esumates of mortality rates and pay increases through

promotion and infladon have been considered.

Significant accounting policies

Property, plant and equipment

Property, plant and equipment are measured at cost less accumulated depreciation and impairment losses.

Properties in the course of construction for production, rental or administrative purposcs, or for purposes not yet
determined, are carried at cost, less any recognized mmpairment loss. Cost includes professional fees and, capualized

borrowing costs for qualifying asscts. |
) .

The Enterprise capitalizes property, plant and equipment costing more than 'TB 5,000 and having a useful life of more
than one year and depreciate them over their useful lives,
Initial measurement

Property, plant and equipment is mitially measured at cost. Cost includes all of the expenditure which 1s directly
attributable to the acquisidon or construction of the asset, including the capitaizaton of borrowing costs on qualifying
assets.

Subsequent wieasurement

Subsequent to initial recognition, property, plant and equipment is measured at cost less accumulated depreciation and
any accumulated impairment losses, including the capiralization of borrowing costs on qualifving assets.



Ethiopian Industrial Inputs Development Enterprise

Notes to the financial statements

Major inspection costs which are a condition of continuing use of an item of property, plant and cquipment and which
meet the recognition criteria are included as a replacement in the cost of the item of property, plant and equipment. Any
remaining inspection costs from the previous inspection are derecognized.

Ulse of fair value as deerved cost

The Enterprise elected to use fair value as deemed cost for irs first IFRS opening statement of financial position for all
class of its property plant and equipment.

Magor spare parts and stand-by equipment

Major spare parts and stand by cquipment which are expected to be used for more than one year are included in property,
plant and equipment.

Depreciation

Depreciation is charged to write off the asset's carrving amount over its estmared uscful life, using straight line method.

Asset class Average useful life
Buildings 22
Motor vehicles 13
Furniture and equipment 7
Computers and accessories 11
. .

The depreciation charge for each year is recognized in profit or loss unless it 1¢ included 1n the carrying amount of another
asset.

The estimated residual value of depreciable assets are determined to be immaterial as the Enterprise consumes the service
potential of the assets over their economic life.

Depreciation of an asset commences when the asset is available for use as intended by management and ceases at the
carlier of the dare that the asset is classified as held for sale or derecognized.

Assets under construction are not depreciated until they are completed and brought into use. Depreciation is not charged
to an asset 1f its estimated residual value exceeds or is equal to 1ts carryving amount.

Annual review

The useful life and depreciation method of property, plant and equipment is reviewed at the end of cach reporting year. If
the expectations differ from previous estimates, the change is accounted for prospectively as a change in accounting
estimate.

Impairment testing

Impairment tests on property, plant and equipment is performed when there is an indicator that they may be impaired.
When the careying amount of an item of property] plant and equipment is assessed to be higher than the estimated
recoverable amount, an impairment loss is recognized immediately in profit or loss to bring the carrying amount in line
with the recoverable amount.
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Derecognition
An 1tem of property, plant and cquipment 1 derecognized upon disposal or when no furure economic benefits are
wsing from the derecognition of an item of property, plant

expected from its continued usce or disposal. Any gain or loss ¢
and equipment, determined as the difference between the net disposal proceeds, if any, and the carrving amount of the
item, is included in profit or loss when the item is derecognized.

Presentation and disclosure

EIIDE comply with the presentation and disclosure requirements of IAS 16 property, plant and equipment in the
financial statements.

Leases

At nception of a contract, the Enterprise assesses whether a contract 1s, or contains, a lease. A contract 1s, or contains, a
lease 1if the contract conveys the right to control the use of an identified asser for a period of tnme in exchange for

consideration. To assess whether a contract conveys the right to control the use of an identfied asser, the Enterprise uses
the definition of a leasc in IFRS 16,

Enterprise as a lessee

As a lessee, the Enterprise leases office and warchouse space. The Enterprise previously classified leases as operating or
finance leases based on its assessment of whether the lease transferred significanty all of the risks and rewards incidental
to ownership of the underlying asset to the Enterprise. Under IFRS 16, the Lnterprise recognises right-of-use assers and
lease liabilities for most of its leases — Le. these leases are on-balance sheet.

At commencement or on modification of a contract that contains a lease component, the Enterprise allocates the
consideration in the contract to cach lease component on the basis of its relative stand-alone prices. However, for the
leases of property the Enterprise has elected not to separate non-lease components and account for the lease and non-
lease components as a single lease component.

The Enterprise recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset
is initially measured at cost, which comprises the initial amount of the lease lability adjusted for any lease payments made
at or before the commencement date, plus any inigal direct costs incurred and an estimate of costs to dismantle and
remove the underlying asset or to restore the underlying asset or the site on which it 15 located, less any lease
incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the
end of the lease term, unless the leage transfers ownership of the underlying asset to the Enterprise by the end of the lease
term or the cost of the right-of-use asset reflects that the Enterprise will exercise a purchase option. In that case the night-
of-use asset will be depreciated over the useful life of the underlying asset, which is determined on the same basis as those
of property and equipment. In addition, the rght-of-use asset is periodically reduced by impairment losses, if any, and
adjusted for certain remeasurements of the lease hability.

ig
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C.

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 Jease or, if that rate cannot be readily derermined, the Enterprisc’s
incremental borrowing rate. Generally, the Enterprise uses its incremental borrowing rate as the discount rate

Leasc liability is measured at amortized cost using the effecnve nterest method.

The Enterprise presents right-of-use assets that do not meet the definiton of investment property in ‘property, plant and
equipment’ and lease habilities separarely in the statrement of financial position.

Short-term leases and leases of low-value assels

The Enterprise has clected not to recognise right-of-use assets and lease liabilines for leases of low-value assets and short-

term leases. The Enterprise recognises the lease payments associated with these leases as an expense on a straight-line

basis over the lease term.

Enterprise as a lessor

At inception or on modification of a contract that contains a lease component, the Enterprise allocates the consideration
in the contract to cach lease component on the basis of their relative standalone prices.

When the Enterprise acts as a lessor, it determines at lease inception whether each Jease is a finance lease or an operating
leases .

To classify each lease, the Enterprise makes an overall assessment of whether the lease transfers substanaally all of the
risks and rewards incidental to ownership of the underlying assct. I this is the case, then the lease is a finance lease; if not,
then it is an operating lease. As part of this assessment, the Enterprise considers certain indicators such as whether the
lease 1s for the major part of the cconomic life of the asset.

ise recognises lease payments received under operating leases as income on a \tr.ug‘h[ -line basis over the lease

Financial instruments

A financial instrument of the Enterprise under IFRS 9 is any contract that gives rise to a financial asset of one entity and a
financial Hability or equity instrument of another enary.
A TINANCIAL ASSET 1§ TECogNISed a8 any asser of e LATCrPrise that 1s:
a) cash;
b) an equity instrument of another entity;
c) a contractual right:
i. to receive cash or another financial asset from another entity; or
ii. to exchange financial assets or financial liabilities with another entity under conditions that are potentially

faveveahle tn the Fntermeies:

A financial liability is recognised as any liability of the Enterprise that is:
a) a contractual obligation:
i. to deliver cash or another financial asset to another entity; or
ii. to exchange financial assets or financial liabilities with another entity under conditions tlnt/:;r(. potentially
unfavorable (cconomic outflow) to the Enterprise; .

15
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The Enterprise’s financial assers represenung a contractual night to recave cash in the future and corresponding financial

liabilides representing a contractual obliganon to deliver cash in the future are:

a)  Trade receivables and payables:
b)  Loans to (from) related partes
c) Loans to employees

d)  Investments in government bonds

¢)  Investments in term deposits.

The Enterprise classifies financial assets into the following categores:
* amortised cost
» fair value through profit or loss (FNTPL)
* fair value through other comprehensive income (FVOCI).
Initial recognition and mieasurement
Financial instruments are recognised initally when EIDE becomes a party to the contractual provisions of the
nstruments.

Financial assets at amortised cost

Financtal asscts of the Enterprise are measured at amortized cost, as the assets meet the following conditions:

1) they are held within a business model whose objective 1s to hold the financial assets and collect its contracrual cash
flows

. . . ¥ he . . .
i) the contractual rerms of the financial assets give rise to cash flows that are solely payments of principal and interest
on the principal amount outstanding

After inital recognition, financials assets are measured at amortised cost using the effective interest method. Discounting
1s omitted where the effect of discounting 1s immarterial. The Enterprisc’s cash and cash equivalents, trade and other
receivables fall into this category of financial instruments as well as government bonds.

Financial assets at fair value through profit or loss

Financial assets not measured at amortsed cost or ar fair value through other comprehensive income are classified as
financial assets at fair value through profit or loss. Typically, such financial assets will be either: (i) held for trading, where
they are acquired for the purpose of selling in the short-term with an intention of making a profit, or a derivative; or (i)
designated as such upon ininal recognition where permitted. Fair value movements are recognised in profit or loss.
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Impairment of financial instriemients

IFRS 9's impairment requirements use more forward-looking information to recognize expected credit losses — the
‘expected credit loss (ECL) model’. Instruments within the scope of the new requirements included loans and other debt-
tvpe financial assets, trade and other receivables, contract assets recognized and measured under IFRS 15 and loan
commitments,

Trade and other receivables, receivable from employees and contract assels

The Enterprise applies the simplificd impairment model for trade and other receivables as well as contract asscts and
recognizes the loss allowance as lifetime expected eredit loss. The loss allowance 1s the expected shortfalls in contracrual
cash flows, considering the potential for default atany point during the life of the financial ‘instrument. In calculating loss
allowances, the Enterprise uses its historical experience, external indicators and forward-looking information using a

provision matrix.

The Enterprise assess impairment of trade receivables on a collecive basis as they possess shared credit nsk

characteristics and they are grouped based on the days past due.

Classification and measurement of financial liabilities

The Enterprise’s financial liabilities mainly include borrowings and trade and other payables.

Financial liabilities are initially measured at fair value, and, where applicable, adjusted for ansaction costs. Subsequently,
financial liabilides are measured at amortised cost using the effectve interest method. All interest-related charges are
reported in profit or loss are included within finance costs or finance income.

Offserting financial instruments

The Enterprise offset financial assets and financial liabilities and the net amount are reported in the statement of financial
position if, and only if, there is a currently enforceable legal right to offset the recognized amounts and there 15 an
intention to settle on a net basis, or to realize the asset and settle the liability simultancously.

Defantt

For purposes of internal credit risk management purposes, ENDE should consider that a default event has occurred if

there is cither a breach of financial covenants by the counterparty, or if internal or external information indicates that the

counterparty is unlikely to pay its ereditors in full.

Irrespective of the above analysis, The Lnterprise should consider that default has occurred when receivables are more
than 30 days past duc unless there is reasonable and supportable information to demonstrate that a more lagging default
criterion is more appropriate.

Derecognition

EIIDE derecoenise a financial assct onlv when:

- the contractual rights of EITDE to the cash flows from the assct expire, or

- when iv fransfers the financial asset and substantially all the risks and rewards of ownershiprof the asset to another
party.

EIIDE derccognise financial liabiliies when, and only when The Enterprise obligations are discharged, cancelled or
expired.
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Financial risk management

The Board of Directors take overall responsibility for the deternunanon of the Enterprise’s risk management objectives
and policies and, whilst retaining ultimate responsibility for them, 1t has delegated the authority for designing and
operating processes that ensure effective implementanon of the objectives and policies to the management. The Board of
Directors monitor the management through which 1t reviews and ensures the effectiveness of the processes put in place
and the appropriateness of the objectives and policies for the Enterprise’s financial risk management.

Management has identified that the Enterprisc is exposed to the following risks from its usce of financial instruments:

1) Credit ri
i) Liquidity risk: and
1) Market risk (currency risk. interest rate nsk and price risk)

Senior management of the Enterprise has an overall responsibility for the estblishment and oversight of the Enterprise's
risk management framework.

The Enterprise's risk management olicies are established to identify and analyse the risks faced by the Enterprise, to set
£ B g, 2 3
rems

appropiate risk limits and controls, and to monitor risks and adherence to himits. Rask management policies and s
are reviewed regularly to reflect changes in market conditions and the Enterprise's activities.

Credit Risk

Credit risk s the risk of financial loss to the Enterprise if a customer or counterparty to a financial mstwrument fails to
meet its contraciual obligations. The Enterprise is exposed to credit risk rrade and other receivables, contract receivables,
receivables from emplovees and sharcholders, cash and cash equivalents.
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Credit risk exposures other than those arising on cash and cash equivalents, are managed by the Enterprise among others

by:

- Making use of credit approvals, limits and monitoring.

- The Enterprise only deals with repurable counterparties with consistent payvment histories

- Sufficient collateral or guarantees are obtained when necessary.

- Each counterparty is analyzed individually for ereditworthiness before terms and conditions are offered.
- Counterparty credit limits are in place and are reviewed and approved by credit management committees.
- The exposure to credit risk and the creditwortliness of counterparties is continuously monitored.

Exposure to credit risk
The carrying amount of financial asscts represents the maximum-credit exposure. The maximum exposure to eredit risk at
the reporting date is analyzed and disclosed 1o the notes to the financial statements,

Cash and cash equivalent

The Enterprise holds cash and cash equivalents which represents its maximum credit exposure on these assers. The cash
and cash equivalents are mostdy held with bank and financial mstitution counterparties, which are regulated by the
National Bank of thiopia.

Liquidity risk

Liquidity misk is the risk that arises when the maturity of asscts and habilites does not match. The Enterprise has
procedures to minimize such losses including maintaining sufficient cash and other highly iquid current assets.

Market Risk

Market risk 1s the risk that the Enterprise’s carmings or capital, or its ability to meet business objectives, will be adversely
affected by changes in the level or voladlity of market rates or prices such as premium rates, interest rates, foreign

exchange rates, equity prices, commadity prices and credit spreads. The mam marker risk arises from trading activities and

cquity investments, The Enterprise does not ordinarily engage in trading activities as there are no active markets in
Ethiopia.

Interest rate risk

Interest rate risk is the risk that the value of financial instruments will fluctuate due to changes in market interest rates. the
Enterprise's main interest rate risk arises primarily from its financial obligations and financial assets with fixed interest
rates. The Enterprise's management monitors the interest rate fluctuations on an ongoing basis and acts accordingly.

Foreign currency

The Enterprise undertakes transactions (foreign currency based payments, import related transactions, etc.) denominated
in foreign currency and is exposed to foreign currency risk through foreign exchange rate fluctuations.

Foreign exchange sk anses from future commercial transactions and recognized financial assets and financial liabilides
denominated in a currency that is not the Enterprise's functional currency’

Currency risk is the risk that the value of financial instruments will flu€tuate due to changes in foreign exchange rates, The
Enterprisc 1s exposed to foreign exchange risk ansing primarily from United States Dollar (USD) related transaction and
balances. The Enterprise's management monitors the exchange rate fluctuations on an ongoing basis and acts accordingly.
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d. Inventories

Inventories are stated at the lower of cost and net realizable value, Cost comprises of purchase cost and delivery costs,
import duties and other taxes. Costs of purchased inventory are determined after deducting rebates and discounts
received or receivable. Costs of ordinarily interchangeable items are assigned using the weighted average cost formula.

Net realizable value 1s the estimated selling price in the ordinary course of business less any applicable seling expenses.

Cost of inventories "
The cost of inventories comprises all costs of purchase and other costs incurred 1 bringing the inventores to their
present location and condition.

Write-down of inventories
The amount of any write-down of inventories to net realisable value and all losses of mventories are recognised as an

expense in the period the write-down or loss occurs.

. Income taxes

Current income tax

The tax currently payableds based on taxable profit for the year. Taxable profit differs from profit as reported in profit or
loss because it excludes items of income or expense that are taxable or deductible in other years and it further excludes
non-deductible items. The Enterprise's ]i‘nbilir_\' for current tax 1s calculated using tax rates that have been enacted or
substantively enacted at the end of the reporting period.

Current tax for current and prior periods is, to the extent unpaid, recognized as a liability.

Reconciliation of Accounting and tax profit

The tax legislation and the IFRS accounting standards diffess n various recognition and measurement of assets and
liabilities resultng different base of profit for tax purpose. The Enterprise applied and complied with tax legislatives and
reconciled the accounting profit to taxable profit by excluding accounting expenses not allowed by the tax rules. The
profit tax payable is therefore computed on the taxable profit as shown in the notes to the financial statements.

Deferred tax assets and liabilities

A deferred tax liability is recognized for all taxable temporary differences, except to the extent that the deferred tax
liability arises from the inital recognition of an asser or lability in a transacton which at the tme of the transaction,
affects neither accounting profit nor taxable profit (tax loss).

A deferred tax asset is recognized for all deductible temporary differences to the extent that it is probable that taxable
profit will be available against which the deductble temporary difference can be udlized. A deferred tax asset is not
recognized when it arises from the initial recognition of an asset or liability in a transaction at the time of the transacton,
affects netther accounting profit nor taxable profit (tax loss).

A deferred tax asset is recognized for the carry forward of unused tax losses and unused tax credits to the extent that it is
probable that future taxable profit will be available against which the unused tax losses and unused tax credits can be
utilized.
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Deferred tax assets and habilities are measured at the tax rates that are expected to apply to the period when the asser 15
realized or the lability is sertled, based on tax rates (and tax laws) that have been enacted or substantively enacted by the

end of the reporting period.

Deferred tax asscts and liabilities are offset when there is a legally enforceable right to offsct current tax assets against
current tax labihdes and when the deferred taxes assets and labthues relate to income taxes levied by the same taxation
authority on either the same taxable entity or different taxable entities where there 1s an intention to setdle the balances on

a net basis,

Tax expense
Current tax and deferred taxes are charged or eredited to other comprehensive income if the tax relates to items that are
credited or charged, in the same or a different period, to other comprehensive mcome.

. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, together with other shorr-term, highly iquid
investments maturing within 30 davs from the date of acquisition that are readily convertible into known amounts of cash
and which are subject to an insignificant nsk of changes n value.

Equity, reserves and dividend payments
.

"
Capital represents the paid-up capital in-kind or in-cash under the regulation governing the establishment and operation
of the Enterprise. The Enterprise is a wholly owned Public Enterprise by the government of Ethiopia.

Reserves represents statutory "legal reserve at applicable rate on the annual profit with a cap to 20% of the paid-up
capital. The Enterprise is also authorized to maintain different reserves for a special use. IFRS remeasurement reserves
are required to be maintained on significant measurement adjustments arise on adoption of IFRS. Dividends are
recognized as a liability in accordance with the proclamation governing public enterprises when distributable profits are
available. E .

Retained earnings includes all current and prior period retained profits.
Employee benefits

Short-term employee benefits

The cost of short-term employee benefits, (those pavable within 12 months after the service is rendered, such as paid
annual leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognized in the period in
which the service is rendered and are not discounted.

The expected cost of profit sharing and bonus payments, if any, is recognized as an expense when there is a legal or
constructive obligaton to make such payments as a result of past performance.

Defined contribution plan

The Enterprise operates defined contribution retirement benefit schemes for its employees. A defined contribution plan
is a pension plan under which the Enterprise pays fixed contributions’into a separate entiry. In a defined contribution
plan, the actuarial risk falls 'in substance' on the employee. The current state plan relates to pension scheme which is
based on the provisions of Ethiopian pension under Public servants Pension Proclamation number 714/2011.
Contributions under the scheme is 7% and 11% by employees and the Enterprise respectively.
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I'he Enterpnse has no legal or constructive obligations to pay further contributions 1f the fund does not hold sufficient
assets to pay all employees the benefits relating to employee service in the current and prior periods.

The assets of this scheme are held in separate government owned, trustee administered funds, which are funded by
contributions from both the employee and the Enterprise. The contributions are recognized as emplovee benefit expense
in the profit or loss in the year they relate.

Other long-term employee benefits

The liability for Other long-term employee benefit obligatnons under TAS 19, which are those that are not expected to be
sertled wholly before 12 months after the end of the annual reporting period in which the employees render the service
that gives rise to the benefit such as severance pays and long service leave are measured at the present value of expected
future payments to be made in respect of services provided by employees up to the reporting date using the projected
unit credit method. Consideration is given to expected future salary levels, experience of employee departures (employees
turnover rate) and years of service. Expected future payments are discounted using market yields at the reporting date on
corporate bonds with terms to maturity and currency that march, as closely as possible, the estimated future cash outflows

using the projected unit eredit method. .

i. Provisions and contingencies .

Provisions for warranties, legal disputes, oncrous contracts or other claims are recognized when the Enterprise has a
present legal or constructive obligation as a result of past events, it is probable thar an outflow of resources will be
required to settle the obligation, and a reliable estimate of the amount can be made as per 1AS 37. The timing or amount
of the outflow may sull be uncertain.

Where the Enterprise expects a provision to be reimbursed, for example under an insurance contract or warranty from
suppliers, the reimbursement is recognized as a separate asset but only when the reimbursement is virrually certain,

Onerous contracts

For a contract that is oncrous, the present obligation under the contract is recognised and measured as a provision,

Provision for future operating losses

The Enterprise does not recognise provision for future operating losses.

Contingent asset and liabilities

Contingent asscts and contingent labilities are not recognized. Contngencies are disclosed in notes to the financial

statements.
j- Revenue from contracts with customers

Revenue is recognised at an amount that reflects the consideraton to which the Enterprise is expected to be entitled in
exchange for transferring goods or SL;\'iCCS to a customer. For each contract with a customer under 1FRS 15, the
Enterprise: £

i) identdfies the contract with a
if) identifies the performance obligations in the contract:

i) determines the transaction price which takes into account estimates of variable consideration and the tme value
of money;

iv) allocates the transaction price to the separate performance obligations on the basis of the relative stand-alone
selling price of cach distinet good or service to be delivered; and

v) recognises revenug when or as cach performance obligation is sansfied.

Revenue 1s recognised in a manner thar depicts the transfer to the customer of the gogds or services promised as cither at
point in time or over a period of tme in accordance with IFRS 15.

r
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Sale of goods

Revenue from the sale of goods 1s recognised at the point n ime when the customer obtams control of the goods, which

15 generally at the time of delivery.

Rendering of services

Revenue from a contract to provide services 1s recognised over time as the services are rendered.

Other income
Other income is recognised when it is received or when the right to receive pavment is established.

Adpances received from customers

IFRS 15 requires the Eqterprise to determine whether there 1s a significant financing component in_its contracts.
However, the Enterprise deaided to use the pracucal expedient provided in IFRS 15, and did not adjust the promised
amount of the consideration for the effects of significant financing components in the contracts, where the Enterprise
expects, at contract inception, that the pentod between the Enterprise’s transfer of a promised goods or service 1o a
customer and when the customer pays for that service will be one vear or less. Therefore, for short-term advances, the
Enrterprise does nat account for a financing component.

The Enterprise recognizes contract liabilities for consideration received in respect of unsansfied performance obligations
and reports these amounts as other habilities in the statement of financial position. Similarly, if the Enterprise satisfies a
performance obligation before it receives the consideranon, it recognizes either a contract asset or a receivable in irs
statement of financial position.

The Enterprise expects, at contract inception, that the period between The Enterprise transfer of a promised service to a
customer 'and when the customer pays for that service is one vear or less. Therefore,* for short-term advances, the
Enterprise do not account for a financing component.

Contract liabilities of EIIDIE primarily relate to the advance consideration received from customers, advance deposits, for
which revenue is recognised when the goods are delivered to the customers usually 1 less than 12 months with no
financing component.

Where long-term advance from customer is received, the Enterprise assess any financing cnmp(mcut and scparately
account from revenue as required by IFRS 15.

Disaggregation of revenue

The Enterprise disaggregate revenue from contracts with customers into categories that depict how the nature, amount,
timing and uncertainty of revenue and cash flows are affected by cconomic factors IFRS 15. The base of disaggregation
of revenue depend on the specific circumstances of the Enterprise as to how much detail is disclosed.

The Enterprise has determined that a disaggregation of revenue using its types of goods and services (major product
types by each industry) and by timing of revenue recognition is adequate for its circumstances.

. Cost of sales

Cost of sales comprises cost of merchandising goods purchased, and other applicable direet cost such transport and
handling cost. When inventories are sold, the carrving amount of those inventories are recognised as a cost of sales in the
period in which the related revepue is recognised, 5

5 ;

Translation of foreign currencies
Functional and presentation currengy

The financial statements are presented in Ethiopian Birr (ETB), which is also the functional currency of the Enterpnsc.
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Foreign currency transactions are translated mro the funcnonal currency (Ethioplan Birr) using the exchange rares

m.

g at the dates of the transactions. Foreign exchange gains and losses resulung from the sertlement of such
sets and labilities denominated i foreign

prey

transactions and from the translation at vear end exchange rates of monetary as

currencies are recognized in profit or loss,

Financial income and charges
Financial income and expenses items include iterest income and expenses.

Borrowing costs

Borrowing costs that are dircctly attributable to the acquisition, construction or production of a qualifying asset are
capitalized as part of the cost of that assct undl such time as the asset is ready for s intended use. The amount of
borrowing costs chigible for capitalization is determined as follows:

- Acrual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying assct less any
temporary investment of those borrowings.

- Weighted average of the borrowing costs applicable to the entity on funds generally borrowed for the purpose of
obtaining a qualifving asset.

Comimencement of capitalisation of borrowing costs

Capitalization of borrowing costs commences when expenditures for the asser have occurred, borrowing costs have been
incurred, and -activities that are necessary to prepare the asset for its intended use or sale are in progress.

Suspension of capitalisation of borrowing costs

Capitalization is suspended during extended periods in which active development 1s interrupred.

Capitalizaton of borrowing costs ccases when substandally all the activities necessary to prepare the qualifying asset for
its intended use or sale are complete.

Government grants & assistance
Grants from the government and other philanthropists are recognised at their fair value when there s reasonable
assurance that:

a) the Enterprise will comply with the conditions attaching ro grants; and

b) the grants will be recetved.

The Enterprise recognise Government grant as income over the periods necessary to match them with the related cosrs

that they are intended to compensate.

Grant related to income or expenditire:

A government grant that becomes reccivable as compensation for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Enterprise with no furure related costs are recognised as income of the
period in which it becomes receivable.

Grant relafed to assets R

s are recognised and presented in the balance sheet as deferred income

Government grant recetved in the form of asse
(Non-current liability), with the contra assets received being recognised to its appropriate class, and is released to profit
and loss as other income through svstematic amortisation of the deferred income over the esnmared lives of the related

assets.
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2.5

2.5.1

b

—

c)

d)

2.5
2.5.2

a)

Changes in accounting policies and disclosures

Standards, amendments and interpretations effective and adopted in the current reporting period.

In the reporting period, the Enterprise has adopted the following standards and interpretations for the current financial

vear and that are relevant to its operations:

Property, Plant and Equipment: Proceeds before intended use — Amendments to IAS 16:

The amendment to TAS 16 Property, Plant and Equipment (PP&E) prohibits an enuty from deducting from the cost of
an 1tem of PP&E
intended use. Tr also clarifics that an entity 15 ‘tesung whether the asset is functioning properly” when it ass

any proceeds recetved from sclling items produced while the ennty 1 preparing the asset for its
es technical

and physical performance of the asset. The financial performance of the asset is not relevant to this assessment.

Effective for annual periods beginning on or after 01 January 2022,
p ELInAINg ] J I

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

The amendment to TAS 37 clarifics that the direct costs of fulfilling a contract include both the ncremental costs of
fulfilling the contract and an allocation of other costs dircetly related to fulfilling contracts. Before recognising a separate
provision for an onerous contract, the entity recognises any impairment loss that has occurred on asscts used in fulfilling
the contract. .

Effective for annual periods beginning on or after 01 January 2022,

Annual Improvements to IFRS Standards 2018-2020:

The following improvements were finalized by IASB. in May 2020 and considered ta be relevant to the Enterprise:
*IFRS 9 Financial Instruments — clarifies which fees should be included in the 10% test for derecognition of financial
liabilities.
*IFRS 16 Leases — amendment of ilustrative example 13 to remove the illustration of payments from the lessor relating
to leaschold improvements, to remove any confusion abour the treatment of lease incentives.

Effective for annual periods beginning on or after 01 Janunary 2022,

Management view on the impact of the changes on the financial statements

The amendments listed above did not have any impact on the amounts recognised in prior periods and are not expected
to significantly affect the current or future periods.

Changes in accounting policies and disclosures (cont'd)

Standards, amendments and interpretations issued but not yet effective for the reporting period.

Classification of Liabilities as Current or Non-current — Amendments to IAS 1:

The-narrow-scope amendments to [AS 1 Presentation of Financial Statements c]‘mf\}lmr liabilities are classified as either
current or noncurrent, depending on the rights that exist at the end of the reporting period. Classification.

Since approving these amendments, the LASB has issued an exposure draft proposing further changes and the deferral of the amendments until

at least 1 Jannary 2024,
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Disclosure of Accounting Policies— Amendments to IAS 1 and IFRS Practice Statement 2;

The amendments define what is *material accounting policy information” is and explan how to identify when accounting
policy information 1s material. They further clarify that immartenal accounting policy information does not need to be
disclosed. 1f it 1s disclosed, it should not obscure material accounting information. To support this amendment, the IASB
also amended IFRS Practice Statement 2 Making Materiality Judgments to provide guidance on-how to apply the concept
of materiality to accountng policy disclosures.

Effective for annual periods beginning on or after 01 January 2023,

Definition of Accounting Estimates— Amendments to IAS §:

The amendment to IAS 8 Accounting Policies, Changes in Accounting stimates and Errors clarifies how companies
should distinguish changes in accounting policies from changes in accounting estimates. The distinction is important,
because changes in accounting estimates are applied prospectively to future transactions and other future events, whereas
changes in accounting policies are generally applied retrospectively to past transactions and other past events as well as
the current period.

Effective for annual periods beginning on or after 01 January 2023,

Deferred Tax related to Assets and Liabilities arising from a Single Transaction Amendment to IAS 12:

The amendments to TAS 12 Income Taxes require companies to recognise deferred tax on transactions that, on initial
recognition, give rise to cqual amounts of taxable and deductible temporary differences, They will wpically apply to
transactions such as leases of lessees and decommissioning obligations, and will require the recognition of additional
deferred tax assets and liabilities.

Effective for annual perods beginning on or after 01 January 2023,

Management view on the impact of the changes on the financial statements

Management asserts that the adoption of these standards, amendments and interpretanons will not have a materal effect
on the financial statements when they become cffective and applicd.



GLLFTTE8E0T  9L0FLI'GY8 19T°¢98°9t 16 L9¢ e PILLSPLLL 91T TEH L6 CTOT 2un( g e sy

CRO'GPT'CLIT  OTOSHO'FL 865 FYS T TLY'SIF G 6L1°951°806 96690696 TTOT »un| ¢ e sy

080°99¢ L01° T TTTIITH 6EF 080T TOF'LFS'S 1T L6 6t S6Y°869°CTO'L 1T0T 2unf ¢ e sy
IN[LEA MO0 1IN

C98°C6035T - T66'669'Y LSO'CTTE A FFS'8TSLIT €z0z 2unf gg e sy

162°28€'TL CeCLoL'E 185°8TL°1 C60'€TTTI OFTEEO'HS 1A 2 0] oY)

FI9TT1L°681 - LS9°868 P 9Lt RO | LLIETLY] FOS'SOT°C9T 70T AInf 10 3® sy

F19° 11681 - L59'8068°F 9LE PO LLIETIO1 FOL'SO1°¢Y1 zzoz 2unf ¢ e sy

GLITGET'SY 660TSHT §59°880°1 THII80°L OFT'EE9HS 1o oy 107 oIy

¢+ 96H 0T - 6559+ T 18°50F S66 1H0°6 +90°T9S'801 120z &nf 10 1e sy
uonenadop paenuwnioy

SHO'SIF96TT  9LOPLI'GYR +5T'655°68 69S°065E 986'CE] 50T GSL09TTET'T €Z0Z dun[ g€ 1e sy

OFG'LSH' LEG 9650°9C1°16L mm:.c%hmm TTT'0899T 0£9°655°16 SUOHIppY

669°096'8SE T 0TO'SFO'TL 91T'C9r LT LFE016°0T 96C' QLTI 6SL09TTETT TT0T AIn[ 10 e sV

669°096'85¢° 1 0TOBFO'PL 91Z°¢9tLT LEE016°01 9G¢ 8L P 6SL09TTET T 7z0z 2unf pg 1w sy

CoIgeIICl 86L1E8°69 81T01TT LEO'LSY'L 0€1°65F°SS - SUOLIppY” .

916°CT]LTTT  TTTOITY 866TST'CT 11¢°¢ST6 9TT 688 6SL09TTELL 120Z Ain[ 10 e sy

umOU
g ang g g g
ssaigosd S2LI0SSIDOE woawdmba  sapIyda JO10Y sSulpping
210 ],

ul uondnysuoy) pue .-Uw-.—ﬂ—hmcu pue aamiuuin,g

mpwidibo pue jueyd ‘Auadosg ¢

SIoWINE}s [BIoOULUl] 211 01 5210N]

Um_.:.m.:::m .:.-O:.:—O-U?QQ mu:n—CM [ermsnpuy :ﬂ_nru_—:m



Ethiopian Industrial Inputs Development Enterprise

Notes to the financial statements

31

3.2

The Enterprise has certain property, plant and equipment n-use which it has fully consumed their respective service potenoal.
The estimated scrap value of those assers with fully depreciared status up on adoprion of IFRS 1s ETB 6.3 million. Management
has intennon to dispose the assets or transfer to other entities in compliance with its internal operating procedure.

Freehold land

The Enterprise holds and uses frechold lands since its establishment and the frechold lands are used for the purpose of the
Enterprise's core business acuvities and for furure business expansion and industnal inputs development. Pursuant to the right
to ownership of rural and urban land, as well as of all natural resources, 15 exclusively vested i the State and in the people of
Ethiopia, the Enterprse has not recognised the value of frechold land 1in 1ts financial statements due to the restriction on Sale of
the lands. However, management asserted that the disclosure of the fair value of the frechold land under its control and use’
provides relevant information to its financial statements users,

The following summary describes the locations and fair value of frechold land holdings at reporting date with no marerial

Branches lFrcthld land area and value |

83 branches across the Country 63 Hectare with fair value of B 8,098.007,356.

30 June 2023 30 June 2022
Birr Birr

Investment securities
Loans and receivables at amortised cost:
Ethiopian government bonds 896,231 853,553
Financial assets at fair value through other comprehensive income
Unlisted ordinary shares - -

896,231 853,553

The Enterprise purchased Ethiopian government bonds worth of ar par value E'TB 1,000,000 on 25 September 2020 with
maturity date on 24 September 2024, after 5 vears. The bond 1s issued at zero interest rate and the cEnterprise only collects the
face value of the investment at maturity date afrer 5 vears. The effecnve interest rate on the same bond in the market is 5% and
the bond sertlement value after 5 yvears is discounted using the effective interest rate and related interest is amortised over the

life of the bond.

30 June 2023 30 June 2022
Birr Birr
Inventories
Merchandising
Food stuff 194,942,140 317,077,383
General goods 167,292,377 72,280,557
Building materials 29,001,180 - 104,875,598
Textile products 7,008,912 32,830,853
Tyres and canvas 12,295,082 33,974,068
Cotton 42,039,512 43,739,275
Cash register accessories 28,219,600 19,764,524
Stationery items o 33,834,865 3,838,167
Hides and skins 3,658,108 480,887
518,291,776 628,861,311

Non-mierchandising
Consumables ’ 44,231,589 24,230,372
Goods in transit - -
562,523,365 653,091,683
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6 Trade and other receivables
Financial Instruments:
Trade recervables
Less: allowance for expected credit losses
Trade receivables at amortised cost
Non financial instruments:
Value-added tax recevables
Deposit and prepaid expenses
Withholding rax receivable
Recetvable from emplovees
Other recetvables

Total trade and other receivables

Split between non-current and current portions

Current
Non- current

30 June 2023
Birr

30 June 2022
Birr

685,032,350
(103,430,807)

1,146,410,561
(87,713,502)

581,601,544

49,782,183
48,557,592

9,193,795
29,507,433

1,058,697.058

552,615,003
42,091,946
285,202,963
17,503,272

Caregorisation of trade and other receivables

Trade and other receivables are caregorised as follows in accordance with IFRS 9 Financial Instruments:

Financial instrument at amortsed cost

Non financial instruments

Exposure to credit risk

148,642,947 333,779,617
285,683,950 1,231,192,803
867,285,494 2,289,889,861
30 June 2023 30 June 2022
Birr Birr
867,285,494 2,289.889,861
867,285,494 2,289.889,861
30 June 2023 30 June 2022
Birr Birr
581,601,544 1,058,697,058
285,683,950 1,231,192,803
867,285,494 2,289,889,861

Trade receivables inherendy expose the Enterprise to eredit nsk, being the nisk that the Enterprise will incur financial loss if

customers fail to make payments as they fall due.

In order to mitgate the risk of financial loss from defaults, the Enterprise only deals with reputable customers with consistent

payment histories. Sufficient collateral or guarantees are also obtained when appropriate. Each customer is analysed individually

for creditworthiness before terms and conditions are offered. Statistical credit scoring modcls are used to analyse customers.

These models make vse of information submitted by the customers as well as external data (where available). Customer credit

limits are in place and are reviewed and approved by credic management commurtees. The exposure to credir risk and the

creditworthiness of customers, 1s continuously monitored.
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Exposure to credit risk (Cond)

Trade receivables anse from sales of goods and service delivery, The customer base 15 large and widespread, with a result thac
there 1s no specific significant concentranon of credir risk from these trade recervables. Management assess and monitor credit
risk internally along any nisk concentrations.

No interest is charged on outstanding rrade receivables.

LExpecred credic loss allowance 1s recognised for all trade recervables, in accordance with 1FRS 9 Financial Instruments, and 1s
monitored at the end of each reporting penod. In addinon to the loss allowance, trade recetvables are written off when there s
no reasonable expectation of recovery, for example, when a debtor has been placed under hquidanon, Trade receivables which
have been written off are not subject to enforcement activines.

The Enterprise measures the loss allowance for trade recervables by applying the simplified approach which 1s prescribed by
IFRS 9. In accordance with this approach, the loss allowance on trade recervables 1s determuned as the lifenme expecred credit
losses on trade receivables. These hifenme expected eredit losses are esimarted using a provision matrix, which is presented
below. The provision matrix has been developed by making use of past default experience of debrors but also incorporates
forward looking information and genceral cconomic conditions of the mdustry as at the reporting date.

The estimation techniques explained have been applied for the first time in the current and comparative financial period, as a
result of the adoption of IFRS 9. Trade recervables were previously impaired only when there was objective evidence that the
asset was impaired. The impairment was calculared as the difference beeween the carrying amount and the present value of the
expected future cash flows.

i *

There has been no change in the esumation technigues or significant assumptions made during the current reporting period.

The Enterprise's historical credir loss experience does not show sigmficantly different loss patterns for different customer
segments. The provision for credit losses is therefore based on past due status withour disaggregating into further risk profiles.
The loss allowance provision 1s determined as follows:

2023 2023 2022 2022 2021 2021
Sstimated . Lstimated gross  Loss allowance o
. h allowance ; s Lstimated gross Loss allowance
gross carrying carrying (Lifetime

(Lifetime .
amount at amount at expected credit
expected

default

carrying amount at  (Lifetime expected
; default credit loss

. . default loss) )
credit loss)

Birr Birr Birr Birr Birr Birr

0'to 30 days past

due: 0.5% (2022:

0.5%) B - = E - »
31 - 60 days past

due: 2.5% (2022:

0.75%) - - - - o _
61 - 90 days past

due: 5% (2022

1“ U\ B = - - - -
More than 90 days )

past due: 15%

(2022: 7.5%) _ N
714,539,784 103430807 1.169,513,365 87,713.502 686,974,730 9,507,216

Total 714,539,784 103,430,807 1,169,513,365 87,713,502 686,974,730 - 9,507,216

30
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1

30 June 2023 30 June 2022
Birr Birr
Cash and cash equivalents
Cark and cash equivalents consist oft
Bank balances ) 812,599,905 732,681,221
Cash i1 hand 796 846
812,600,701 732,682,067

30 June 2023 30 June 2022
Capital . . Birr Birr
Balance at start of vear 1,306,042.415 1,306,042,415
Capiral contributions > -
Paid-up capiral 1,306,042,415 1,306,042,415

The Enterprise has authonised capital of E'TB 3,900,612,520 of which ETB 1,306,042,415 is paid-up under the provision of
Council of Minsters Regulation 328/2014.

30 June 2023 30 June 2022
Birr Birr
IFRS Remeasurement reserve
At start of the year 1,484,749.916 1,484,749,91¢6
Movement during the year (798,675,007) -
At end of the year ’ 686,074,909 1,484,749,916

Non-recoverable prior years tax claims

The Enterprise was audited by the Mimistry of Revenue rax auditors as a regular comprehensive tax audic for the reporting year
from 2011EC ro 2013EC (2019 GC to 2021 GC) in 2017EC (2025GC). The outcome of the tax asscssment from the tax audit
was that the Value added tax and Withholding rax receivables due from the tax office with amount of 798.7 million that arise
prior to the reporting year under tax audic and the Enterprise's first IFRS reporting vear was not recoverable. Accordingly, the
Enterprise impaired the receivables due from the tax office with the approval of Beard and Ilolding Company decision to
derecognise under the requirement of 1IFRS,

The total carrying amount of property, plant and equipment under previous GAAP without frechold land value was ETB
829,893,945, The valuation & remeasurement difference is accounted for in IFRS Adoption remeasurement reserve within
equity category as non-distributable reserve pursuant to the guidance letter issued by the Accounting and Auditing Board of
Ethiopia with letter Ref: A%AN/208/12 Dared:19/02/2012 Ethiopian Calenda..

Retained earnings

Correction of prior-year error

Correction of the prior-year error represents a deerease in retained earning by 19.3m, representing the cumulative net effect of
the corrections made in relation to the retrospective derccognition of legacy inventory balances attached to closed warchouses
and the reversal/realignment of shortage-related charges that had been recognized in lates periods solely because those locations
were treated as active.

Legal reserve
In accordance with the requirement of the Public Enterprise Proclamation 25/1992, Public IEfterprises incorporated in

Ethiopia arce required to maintain legal reserve through transfer of not less than one twentieth (5%) of the annual net profits
unal the accumulated legal reserve balance amounts to 20% of the capital.

31
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Loans and borrowings

Short term loan
Accrued interest
Overdraft

Marurity analysis
Current

Non- current

Bank borrowings are secured by building of the Enterprise (note 3 and 4).

30 June 2023 30 June 2022
Birr Birr
644,763,129 015,833,094
644,763,129 015,833,094
644,763,129 915,833,094
644,763,129 015,833,094

The Enterprise has a bank borrowing of term loan for import of food stuff from Commercial Bank of Ethiopta bearing 11.5%

mterest per annum.

Business income tax and deferred tax
Current income tax

IFRS Accounting profic
. disallowed ex

A
2\

XPCNscs

Entertainment
Donation
Demurrage
Penaley
IFRS related entries
Impairment expenses
Annual leave and severance pay accrual
Other employee benefits on adoption of [FRS
Finance charges bond amorusation
Depreciation and amortization for IFRS accounting purpose

Less
Interest income taxed at source
Interest income on bond amortisation

Depreciation and amortization for tax purpose

Taxable profit
Current tax at 30%

Less: Advance profit tax (Withholding tax)

Business income tax payable:
Profit tax pavable at the start of the year
Profit tax paid during the year

-
Profit tax (business income tax) for the vear
Profit tax payable at the end of the year

32

30 June 2023 30 June 2022
Birr Birr
463,818,714 122,778,856
61,362 152,825
6,681,877 5,098,543
74,220 1,723,511
16,225,838 139,649,076
2,101,864 17,324,836
72,382,251 65,255,179
561,346,126 352,582,825

(17,392,904)

(34,180,407)

(42,678) (40,645)
(42,358,364) .
(59,793,945) (34,221,052)
501,552,181 318,361,773
150,465,654 95,508,532

(6,228 453) "
144,237,201 95,508,532
71,563,553 97,371,733
(127,090,548) (121,316,712)
(55,526,995) (23,944.979)
144,237,201 95,508,532
£8,710,206 71,563,553
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13.2

Deferred income tax

Deferred income tax assets 1s recognised only ro the exrent that it s probable thar furure taxable profit will be available against

which the temporary differences can be utlised.

Deferred income rax assets and labiliges, deferred income tax charge/ (credit) in profit or loss, in equity and other
comprehensive income are attributable to the following items:

wIiculy s
Deferred income tax assets/ (liabilities): A0 July (charge) to Sres (chargc) At 30 June 2023
2022 Mg o equity
Birr Birr Birr Birr
Property, plant and equipment (295,592,433) 9,007,161 “ (286,585,272)
Severance pay and leave accrual 9,621,093 630,559 o 10,251,652
Total deferred tax assets/(liabilities) (285,971,340) 9,637,720 - (276,333,620)
. wIculyy N H p
Deferred income tax assets/ (liabilities): atliguly (charge) to Credity (chdrgc) At 30 June 2022
2021 i i to equiry
Birr Birr Birr Birr
Property, plant and equipment (311,211,591) 15,619,158 = (295,592,433)
Severance pay and leave accrual 4,427,386 5,193,707 - 9,621,093
Total deferred tax assets/(liabilities) (306,784,205) 20,812,865 - (285,971,340)
DEFERRED i . 30 June 2023 30 June 2022 30 June 2021
Birr Birr Birr
Deferred tax (lability) asset as per previous GAAP - -
Deferred tax (liability) asset brought forward - - -
Add: Temporary difference (276,333,619) (285,971,339) (306,784,205)
Deferred tax Liability (276,333,619) (285,971,339) (306,784,205)
Property, plant and equipment - tax base 217,866,468 113,892,957 65,777,890
Property, plant and equipment - carrying amount 1,173,150,704 1,099,201,065 1,103,149,858
Property, plant and equipment - temporary difference (955,284,236) (985,308,107) (1,037,371,969)
Severance pay and leave accrual - tax base - - -
Severance pay and leave acerual - carrying amount 34,172,174 32,070,310 14,757,953
Severance pay and leave accrual - temporary difference 34,172,174 32,070,310 14,757,953
Deferred tax (liability) asset - @ 30% (276,333,619) (285,971,339) (306,784,205)
2023 2022
Birr Birr
Tax (income) / expense
Provision for business income tax (note 13) 150,465,654 95,508,532-
Deferred tax hability (assets) recognized in the vear (note 13.1) (9,637,720) (20,812,865)
140,827,934 74,695,667
-
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30 June 2023 30 June 2022
Birr Birr
14 Trade and other pavables
Financial instruments:
Trade pavables 238,629,881 78,264,857
Toral financial liabilities, excluding loans and borrowings,
classified as financial liabilities measured at amortised 238,629,881 78,264,857
cost
Non financial instruments:
Other payables 125,138,298 96,689,711
Prior years tax assessment 329,317,392 329,317,392
Accrued expenses 31,571,386 4,424.177
Accrued annual leave 14,428,575 16,473,444
Accrued severance pay 16,638,082 15,596,866
Pension contributions payable 5,964,135 6,443,996
Employment income tax payable 12,984,003 9,760,564
Withholding tax payable 6,575,330 12,034,438
Total 781,247,082 569,011,744

The carrying value of trade and other payables classified as financial habilines measured ar amortised cost approximates fair

value. L «

Exposure to currency risk

The Enterprise is exposed to currency nisk, as imports of raw materials are denominated in foreign currencies. The currency in

which the Enterprise deals primagily is US Dollass.

34
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15 Revenue

Revenue from contract with customers:
Sales of goods
Foodstuffs

2023
Birr

2022
Birr

2,693,239,872

3,310,769,191

Building materials 1,061,384,154 545,110,191
Texnle products 46,209,996 146,192,286
Tyres and canvas 54,568,983 18,798,993
General goods 339,740,046 131,992,564
Cotton - 23,660
Hides and skins 2,121,807 1,398,579
Cash register accessories 7,104,224 4,524,240
Cash register machines 824,739 3,969,410
Stationery items 49,176,261 969,479
4,254,370,083 4,163,748,591
Service income

Cash register maintenance 4,483,070 2,683,326
Incidental warchouse rental 19,665,583 17,547,742
24,148,653 20,231,068

4,278,518,736 4,183,979,659

16 Disaggregation of revenue

.

.

The Enterprise disaggregates revenue into caregories that show how economic factors affect the nature, amount, timing and
uncernainty of revenue and cash flows. In accordance with IFRS 15 to critically assess and consider the specific circumstances of
entities to disaggregate revenue, the Enterprise has determined to disaggregate its revenue by major product or service lines and
timing of the transfer of goods or services to customers. Additonal information for Channels of sales is also provided as the
Enterprise operates with branches and divisions for distribution of merchandising goods to its customers.

2023 2022
Major product or service lines: Birr Birr -
Houschold Consumer products 2,693,239,872 3,310,769,191
Construction materials 1,061,384,154 545,110,191
Textile and clothing 48,331,803 147,614,525
Commercial products 451,414,254 160,254,684
4,254,370,083 4,163,748,591
Timing of revenue recognition
Goods transferred at a point in time 4,254,370,083 4,163,748,591
Services transferred over time 24,148,653 20,231,068
4,278,518,736 4,183,979,659

Sales Channel

The Enterprise sales its major product line dircctly to customers through its established networks of branches across the
Country. The Enterprise has 83 branches managed through four major divisions providing direct support and supervision on
the outlets.
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2023
Birs
17 Cost of sales
Merchandising
Merchandising inventorices at start of the vear (63,784,367

Purchases during the vear

Rerurn of third party inventories
Purchase discounts

Purchase returns

3,239,400,055

3,903,184,423

Merchandising goods available for sale 3,903,184,423 4,221,219,315
Merchandising goods at end of the year (518,291,776) (628.861,311)
Cost of merchandising goods sold 3,384,892,647 3,592,358,003
2023 2022
Birr Birr
18 Other income
Disposal of custom items . -
Sundry 14,064,881 7,094,671
Penalty and fines 276,025 111,716
Disposal of assets 5,678,984
Commission 463,728 12,670
' 20,483,618 7.219,057
= R
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2023 2022
Birr Birr
19 Selling and distribution expenses
Salary and benefits 121,244,343 82,107,882
Labour charge 1,214,813 1,101,280
Operating lease charges ' 789,874 653,111
Stationery, printngs and office supphes 1,717,074 2,682,905
Property tax 2,343,806 660,118
Repair and maintenance 1,594,498 562,682
Miscellancous 1,120,343 207,828
Unlities : 380,858 . 342,142
Communication cost 384,097 261,672
Cleaning and sanitary 124,730 61,292
Insurance 33,050 40,893
Registration and license 190,905 91,421
FFuel and lubricants 345,609 25,940
Advertsing and promotion 320,991 10,089
Penalty and fines - 10,000
Donation 16,111 2,000
Entertainment 19,706 4,097
Membership and subscription 5,558 15,926
131,846,368 88,841,278
-~ -~
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2023 2022
Birr Birr
20 General and administrative expenses
Depreciation 72,382,250 65,255,879
Salary and benefits ' 168,801,451 159,814,714
Impairment of inventories - 61,463,969
Penalty and fines 74,220 1,713,511
Operating lease charges 12,266,906 9,782,554
FFuel and lubricants 16,152,903 6,210,615
Repair and maintenance 7,060,346 5,341,520
Stationery, printings and office supplies 5,065,327 5,733,940
Impairment of recetvables 16,225,838 78,185,106
Legal and professional 12,897,487 3,395,180
Communicanon cost 2,793,600 2,187,016
Municipality rares 148,068 487,036
Labour charge 1,214,016 769,415
Bank charges 2,100,136 56,667
Donation 6,670,053 5,696,543
Utlities 1,133,712 1,115,196
Advertising and promotion 698,802 846,177
Entertainment 41,656 152,825
Standardisation fee 1,308,436 53,495
Membership and subscription % 291,345 150,260
Vehicle running expense 711,310 746,125
Miscellaneous 649,854 343,906
License renewals 166,745 132,390
Insurance 5,437,506 9,252,433
Cleaning and sanitary 5469 183,569
334,298,056 419,070,043
2023 2022
- Birr Birr
21 Finance (cost)/income
Finance income
Finance income on bond amortisation 42,678 40,645
Interest income on bank saving accounts 17,392,904 34,180,407
17,435,582 34,221,052
Finance costs
Interest on bank borrowings - 1,675,367
Interest on employees benefits 1,582,151 696,222
2,371,589

1,582,151
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23

Operating profit (losses) for the year

Operating (loss) profit for the vear 1s stated after charging (crediting) the following, amongst others:

Remuneration, other than to employees 2023 2022
: Birr - Birr

Consulting and professional services 12,897,487 3,395,180
12,897,487 3,395,180

Employee costs
As at 30 June 2023 the Enterprise had 1,384 permanent employees (2022:1,384). The toral cost of employment of all emplovees,
including management, was as follows:

Salaries, wages, bonuses, pension and other benefirs 290,045,795 27,190,345
Orther short term costs - -
Severance and annual leave pay 2,101,864 5,231,229
Total employee costs 292,147,659 32,421,574
Total emplovee costs expensed 292,147,659 32,421,574
Leases
Operating lease charges 13,056,780 10,435,665
13,056,780 10,435,665

Employee benefits

Defined contribution plan
It 1s the policy of the Enterprise to provide retirement benefits scheme to all its employees.

The Enterprise operates state regulated defined contribution retirement benefit schemes for its emplovees. A defined
contribution plan is a pension plan under which the Enterprise pays fixed contributions into a separate entity. In a defined
contribution plan, the actuarial risk falls 'in substance' on the employee and The Enterpnse is under no obligation to cover any
unfunded benefits.

The defined contribution pension scheme is in line with the provisions of Ethioptan pension under Public servants Pension
Proclamation number 714/2011. Funding under the scheme is 7% by employees and 11% by the Enterprise.

Severance pay

In accordance with the Labour Proclamaton No. 377/2003 and 494/2006, the Enterprise operates an unfunded severance pay
plan for its employees who have served the Enterpnise for 5 years and above and are below the retirement age (1.e. has not met
the requirement to access the pension fund). The final pay-out is determined by reference to current benefit’s level (monthly
salary) and number of years in service and 1s calculated as 1 month salary for the first year in employment plus 1/3 of monthly
salary for each subsequent in employment to 2 maximum of 12 months final monthly salary.
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30 June 2023 30 June 2022

Employee benefits Birr Birr
Severance pay obligation 7,196,907 7,196,907

30 June 2023 30 June 2022

Birr Birr
Opening obligation 15,596,865 7,136,907
Interest cost 696,222 696,222
Current service cost 8,095,960 8,095,966
Benefits paid (reversal) (392,229) (392,229)
Closing obliganon 23,996,823 15,596,865

The details of movements and amounts recognised in the financial statements:

30 June 2023

30 June 2022

Birr Birr
Amount recognised in the statement of financial position:
Severance pay obligation 23,996,823 15,596,865
30 June 2023 30 June 2022
Birr Birr
Amount recognised in the profit or loss & other comprehénsive income:
Current service cost 8,095,966 8,095,966
Interest cost 696,222 696,222
8,792,187 8,792,187
The significant actuarial assumptions applied for projected unit credit method were as follows:
1) Financial assumprion long term average
2023 2022
Discount rate (p.a) 11.5% 11.5%
Estimated average salary increase rate (p.a) 18.0% 18.0%

i) Estmated employee turnover rate before redrement age & mortality rare are summarised as follows:
) ) )
Probability of

Leaving Employment
Retirement (%)

before

Age group Probability of Mortality
0-25 0.303% 17.5%
25-30 0.355% 13.0%
30-35 0.405% . 11.5%
35-40 0.515% 1.5%
40-45 0.450% " 5.0%
45-50 0.628% 2.5%
50-55 0.979% 1.0%
g -2
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24 Operating lease commitments - as lessee (expense)

Minimum lease payments due
- Within one vear

- Larer than 1 vear and no later than 5 vears

Tortal

2023 2022

Birs Birr

13,056,780 10,435,665
13,056,780 10,435,665

Operating lease payments represent house rentals pavable by the Enterprise

25 Related party transactions

Transactions wirh relaved parties

The following transactions occurred with related partics, enties which are related ro the Enterprise by common ownership.:

Sales of goods and services:
Sales of goods and scrvices

Parchases of goods and services:
Purchases of goods and services

Receivable from and payable to related parties

The following balances are outstanding at the reporting date in relation to transactions with related parties:

Current payables/reccivables:
Summary of antonnts due from related parties
Recetvable from related partes

Summary of amaounts due to related parties
Payables to related partics

Loans o/ from related parties
Net loans to/(from) related parties

Kfi' management personnel compensarion

2023 2022
Birr Birr
2023 2022
Birr Birr

The aggregate compensation made to direcrors and other members of key management personnel of the Enterprise is set our

below:

Employment related benefits
Other benefits
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2023 2022

Birr Birr
14,773,002 14,773,002
14,773,002 14,773,002
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Terms and conditions

\ll transactions were made on normal commercal terms and condinons and at market rares.
26 Financial instruments and risk management

Categories of financial instruments

The Enterprise's classification of its financial assets is summanised m the table below:

Firnancial assets
Amortised cost

30 June 2023 30 June 2022

Birr Birr

Trade and other receivables 581,601,544 1,058,697,058
Cash and cash equivalents 812,600,701 732,682,067
1,394,202,245 1,791,379,125

Financial liabilities
Amortised cost

30 June 2023 30 June 2022
Birr Birr
Trade payables 238,629,881 78,204,857
Loans and borrowings 644,763,129 015,833,094
883,393,010 994,097,950
-
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Financial instruments and risk management (Contd)

Financial risk management

Overview

The Board of Directors has overall responsibility for the determmation of the Enterprise’s nisk management objectves and
policies and, whilst reraining ultimate responsibility for them, it has delegated the authomty for designing and operating
processes that ensure cffective implementation of the objectives and policies to the management. The Board of Directors
receives quarterly reports from the management through which it reviews the effectiveness of the processes pur in place and the
appropriateness of the objectives and policies for the Enterprise’s financial nsk management,

The Enterprise is exposed to the following risks from its use of financial instruments:
- Credit nisk;
- Liquidity nisk: and
- Market risk (currency nisk, interest rare risk and price s

The Enterprise's management has overall responsibility for the establishment and oversight of the overall nisk management
framework.

The Enterprise's risk management policies are established to idenufy and analyse the nsks faced by the business, o sct
approprate risk limits and controls, and 1o monitor risks and adherence to limits. Risk management policies and systems are

reviewed regulacly to refleet changes in market conditons and the Enterprise's activines.

& .
The Enterprise management oversees how cach units of the business monirors compliance with the sk management policies
and procedures and reviews the adequacy of the risk management framework in relation to the nisks faced by the Enterprise.

Credit risk

Credit risk is the risk of financial loss to the Enterprise if a customer or counterparty to a financial instrument fails to meet its
contractual obligations.

The Enterprise is exposed to credit risk on loans receivable, trade and other recetvables, and contract receivables. -

Expected credit loss allowance s recognised for all trade recervables, in accordance with IFRS 9 Financial Instruments, and is
monitored at the end of each reporting period. In addition to the loss allowance, trade receivables are written off when there is
no reasonable expectation of recovery, for example, when a debtor has been placed under liquidation.

Credit risk for exposures other than those arising on cash and cash equivalents, are managed by making use of credit approvals,
limits and monitoring. The Enterprise only deals with reputable counterparties with consistent payment histories. Sufficient
guarantees are also obtained when necessary, Each counterparty 1s analysed individually for credinworthiness before terms and
conditions are offered: The analysis involves making use of mformation submitted by the counterparties. Counterparty credit
limits are in place and are reviewed and approved by eredit management commuttees. The exposure to credit nsk and the
creditworthiness of counterparties is continuously monitored.

In order to calculate credit loss allowances, management determine whether the loss allowances should be calculated on a 12
month basis or life ime ECL. The Enterprnise apph€d the simplified impairment approach in accordance withe the requirement
of IFRS 9. The loss allowance is calculated based on 12 month expected credit losses, as the maturities of financial assets under
simplified impairment modcl will typically be 12 months or less making the credit loss for 12 month and lifetime ECLs the
same. This determination is made at the end of each financial period. Thus the basis of the loss allowance for a specific finanaal

“asset could change year on year,
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Financial instruments and risk management (Contd)

Trade receivables and contract assets which do not contain a significant financing component, the loss allowance 1s determined
as the lifeume expected eredit losses of the mstruments. For all other trade receivables and contract assets, IFRS 9 permits the
determination of the credit loss allowance by cither determining whether there was a significant increase in credit nisk since
initial recognition or by always making use of lifeime expected credit losses. Management has chosen, as an accountng poley,
to make use of lifetime expected credit losses. Management does therefore not make the annual assessment of whether the

credit risk has increased significantly sinee imtal recogmition for trade receivables, contract assets or lease receivables.

Cash and cash equivalents

The Enterprise has performed assessment of future expected nisk exposure on cash and cash equivalent balances held ar the
Bank and the historical and forward looking risk exposure information depicts that there 1s no material and reporrable sk
Hence, expecred credit loss on cash and cash equivalent balance 1s not necessitated and recognised.

The maximum exposure to credit risk is presented in the table below:

30 June 2023
Birr Birr Birr
Gross carrying Credit loss Neibsisad cosE
amount allowance
Trade and other receivables 685,032,350 (103,430,807) 581,601,544
Cash and cash cquivalents 812,600,701 - 812,600,701
1,497,633,052 (103,430,807) 1,394,202,245
30 June 2022
Birr Birr Birr
Gross carrying Credit loss Amortised cost
amount allowance
Trade and other receivables 1,146,410,561 (87,713,502) 1.058,697,058
Cash and cash equivalents ’ 732,682,067 - 732,682,067
1,879,092,628 (87,713,502) 1,791,379,125

Liquidity risk

The Enterprise is exposed to liquidity risk, which is the dsk that it will encounter difficulties in meeting its obligations as they
become due.

The Enterprise manages its liquidity risk by effectively managing its working capital, capital expenditure and cash flows. The
financing requirements are mer through a mixture of cash generated from operations and long and short term borrowings.
Committed borrowing facilidies are available for meeting liquidity requirements and deposits are held ar commercial banking

institutions,

The maturity profile of contracrual cash flows of non derivative financial liabilitics, and financial assets held to mitigate the risk,
are presented in the following rable. The cash flows are undiscounted contractual amounts.

-

’
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28

29

30

Financial instruments and risk management (Contd)

30 June 2023 30 June 2022
Birr Burr
Current labilitics
Trade and other pavables ’ 781,247,082 569,011,744
Loans and borrowings 644,763,129 915,833,094
Fanance lease payable E -
1.426,010,211 1,484,844,837

Non-current ltabilities

Loans and borrowings

Finance lease payable

Ff}:;um’;;g anargenents
&
At the reporting date there were no unused borrowing facihoes.

Foreign currency risk

The Enterprise is exposed to foreign currency risk as a result of certan transactions which are denominated 1 foreign
currencies. Exchange rate exposures are managed within approved policy parameters. The foreign currencies in which the
Enterprise deals primarily 1s US Dollars.

Comparative figures .
Certain comparative figures have been reclassified to confirm with presentation requirements of IFRS, and for a berter

comparisons.

Going concern

The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis
presumes that funds will be available to finance future operations and that the realisation of asscts and sectdement of liabiliges,
contingent obligations and commitments will occur 1n the ordinary course of business.

Events after the reporting date

In the opinion of the Management of the Enterprise, there were no significant post balance sheet events which could have a
material effect on the state of affairs of the Enterprise as at 30 June 2023 and on the profit for the period ended on thar date,
which have not been adequately provided for or disclosed.

Date of Authorisation of the financial statements

The financial statements are authorised by the CEO of the Enterprise on January 1, 2026.



