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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 2022

Incorporation and supervising authority

Ethiopian Industrial inputs Development Enterprise (EIIDE) 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 Enterprise was under the supervising authority of the FDRE Public Enterprise Holding and Administration
Agency (PEHAA) for the reporting year. However, it has been transferred to the Ethiopian Investment Holding
(EIH) at the time of issuing this financial statements in 2025. The Board of directors report to EIH.

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

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

Performance

The Enterprise financial performance for the financial year end 30 June 2022 with comparative year is presented
below:

30 June 2022 30 June 2021

ETB ETB
Revenue 4,183,979,659 3,331,091,228
Profit before income tax 122,778,856 285,944,892
Business income tax charge 74,695,667 83,980,774
Net profit after tax 48,083,189 201,964,118

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 fropf the date of this statement.

Signed on behalf of thg/Board of Directors by:
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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 2022

In accordance with the Financial Reporting Proclamation No. 847/2014 and the Directive issued by the

Accounting and Auditing 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 Boggll and Management by:

W/ frriebet e-gash
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 first IFRS financial statements of Ethiopian Industrial Inputs
Development Enterprise (the Enterprise), which comprise statement of financial position as at 30
June 2022, and the 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 for
Qualified Opinion paragraph, the accompanying financial statements present fairly, in all
material respects, the financial position of the Enterprise as at 30 June 2022 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

Ls Included in receivables shown on the statement of financial position is a suspense amount
totalling Birr 265,147,093 resulting among others from adjustments related to inventory
valuation of over Birr 263,000,000. The underlying cause of this issue is attributed partly
to limitation in the ERP system in use, which lacks sufficient functionality to ensure data
intergrity in inventory valuation and movement tracking. Additionally, human errors in
coding of transactions contributed for the discrepancies where adequate and reliable
control over transaction processing was not there. In consequence, we were unable to
determine the adjustments that may be necessary to inventory and receivables accounts,
shown at Birr 653,091.683 and Birr 2,289,889.861, respectively, at the year-end.

2

Loss of inventory totalling Birr 61.463.969 was recorded following the conflict in the
northern region in the prior years. However, we were unable to satisfy ourselves as to
completeness and accuracy of the damage loss recognized and in the absence of adequate
documentation of total loss determination and approval from the higher authority.
Consequently we were unable to ascertain whether the amount of total loss recognized
represents the correct figure of net assets lost following the conflict of the prior periods.

4dsc
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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)

3. Included in receivables account shown on the statement of financial position is value
added tax recoverable balances totalling Birr 500,479,957 that had remained outstanding
for more than a year and not cleared sebsequently as well. Proper documentations
combining the brought down total and the newly declared total was not found maintained.
In consequence, the value added tax recoverable balance shown on the statement of

financial position in our opinion is overstated by an amount which was not practicable for
us to determine.

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 C harged 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 erTor.

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.

AL C




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, intenticnal 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.

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

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast 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.

¢ 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.

A



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

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

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 Woizero
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 2022

Revenue

Cost of sales

Gross profit

Other income
Selling and distribution expenses
General and administrative expenses

Operating profit

Finance income

Finance costs

Profit before business income tax

Income tax expense
Profit for the year

Other comprehensive income

Total comprehensive (loss) income for the year

Notes

14
16

17
18
19

20

2022
Birr

2021
Birr

4,183,979,659

3,331,091,228

(3,592,358,003)  (2,773,045,569)
591,621,656 558,045,639
7,219,057 4,690,543
(88,841,278) (77,613,600)

(419,070,043)

(211,105,698)

90,929,393 274,016,904
34,221,052 30,554,042
(2,371,589) (18,626,054)

122,778,856 285,944,892

(74,695,667) (83,980,774)
48,083,189 201,964,118
48,083,189_ 201,964,112;




Ethiopian Industrial Inputs Development Enterprise

Statement of financial position
As at 30 June 2022

Assets

Non-current assets
Property, plant and equipment
Investment securites

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 Liabilit

The notes on pngesﬁ

Adebel
Chairpers of Directors

30 June 2022 30 June 2021
Notes Birr Birr
3 1,173,249,085 1,107,366,080
853,553 812,908
1,174,102,638 1,108,178,988
5 653,091,683 489,730,068
6 2,289,889,861 1,507,105,276
7 732,682,067 992,042,955
3,675,663,611 2,988,878,299
4,849,766,249 4,097,057,287
8 1,306,042,415 1,306,042,415
9 1,484,749,916 1,484,749,916
190,605,374 172,347,318
10 25,988,812 25,027,862
3,007,386,517 2,988,167,511
121 285,971,340 306,784,205
285,971,340 306,784,205
11 915,833,094 -
12 71,563.555 D7ATL 735
13 569,011,744 704,733,836
1,556,408,393 802,105,572
1,842,379,733 1,108,889,777
4,849,766,249 4,097,057,287

44 are an integral part of these financial statements.

Za)

\‘{'/rO'YﬁMNegasl
Chief Executve Officer
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Ethiopian Industrial Inputs Development Enterprise
Statement of cash flows
For the year ended 30 June 2022

2022 2021
Notes Birr Birr

Cash flows from operating activities

Profit / (loss) for the year 48,083,189 201,964,118
Adjustments for non-cash income and expenses:

IFRS Adjustment on other income - =

Impairment of receivables 6 - -
Other IFRS related adjustments - 3
Taxes 12 74,695,667 78,425,738
Depreciation 3 65,255,179 60,770,171
Changes in working capital:

(Increase) decrease in trade and other receivables 6 (782,784,584) 177,016,818
(Increase) decrease in inventories 5 (163,361,615) 692,919,794
Increase (decrease) in trade and other payables 13 (135,722,093) (518,029,736)
Cash generated from /(used in) operating activities (893,834,258) 693,066,903
Income tax paid (121,316,712) (79,821,725)
Net cash (outflow)/inflow from operating activities (1,015,150,970) 613,245,178

Cash flows from investing activities

Purchase of property, plant and equipment 3 (131,138,183) (44,615,534)
Investment in bond securities (40,645) (812,908)
Net cash (outflow)/inflow from investing activities (131,178,828) (45,428,442)

Cash flows from financing activities

Proceeds/(repayment) from/of borrowings (net) 11 915,833,094 (377,481,732)
Movement in shareholders balances (net) (28,864,183) -
Repayment of lease payable 0 - -
Net cash (outflow)/inflow from financing activities 886,968,911 (377,481,732)
Net (decrease)/increase in cash and cash equivalents (259,360,887) 190,335,004
Cash and cash equivalents at the start of the vear 7 992,042,955 801,707,950
Cash and cash equivalents at the end of the year 732,682,067 992,042,954
8



Ethiopian Industrial Inputs Development Enterprise
Notes to the financial statements
For the vear ended 30 June 2022

1 General information

Ethiopian Industrial inputs Development Enterprise (EIIDE) 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 Enterprise's principal business activities are the supply of industrial inputs and other related acrvities.

The address of its registered office and principal place of the Enterprise is:
Kirkos Sub City, Woreda 06, IHouse No. 027
Addis Ababa
Ethiopia
2 Summary of significant accounting policies

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

2.2 Basis of preparation

2.2.1 Sratement of compliance

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

The Enterprise presents the statement of profit or loss using the classification by function of expenses. The Enterprise believes this
mcthod provides more useful information to the users of its financial statements as it better reflects the way operatons are run
from a business point of view. The statement of financial position format is based on a current / non-current distinction.

The finaneial statements have been prepared on the histaric cost convention and presented in Ethiopian Birr (ETB), which is the
Enterprse's functional 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 assets.

2.3 Significant judgments and sources of estimation uncertainty

The preparation of financial statements in conformity with IFRS requircs management of the Enterprise, from time to time, to
make judgments, estimates and assumptions that affect the application of policies and reported amounts of assets, liabilities, income
and expenses.

These estmates 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 estmates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting

estimates are recognized in
the period in which the estimates are revised and in any future periods affected.




Ethiopian Industrial Inputs Development Enterprise
Notes to the financial statements

For the year ended 30 June 2022

2.3.1 Use of estimates and judgments in applying accounting policies

Crtical judgments are made by management in applying accounting policies. An accounting policy is considered to be crtcal if its
selection or application could materally affect the reported amounts of assets and liabilities, disclosure of contingent assets and
Liabilities at the date of the Financial Statements and the reported amounts of revenues and expenses during the reporting period.

Critical judgments, that have the most significant effect on the amounts recognized in the financial statements, are outlined 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 undeslying asset) for a perdod 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
asset, with the purchase price paid in 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-use asset is impaired.

b. Impairment of financial assets

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

c. Impairment testing

The Enterprise reviews and tests the carrving 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.

d. Useful lives of depreciable assets

Management reviews its estimate of the useful lives of depreciable assets at each reporting date, based on the expected uality of the
assets. Uncertainties in these estimates relate to technological and functional obsolescence that may change the cconomic bencfits
of assets.

When the estimated useful life of an asset differs from previous estimates, the change is applied prospectively in the determination
of the depreciation charge.




Ethiopian Industrial Inputs Development Enterprise
Notes to the financial statements
For the year ended 30 June 2022

e. Inventories

Management estimates the net realizable values of inventories, taking into account the most reliable evidence available at each
reporting date. EIIDE’s management assessed whether inventory is impaired by comparing its 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 trade receivables and contract assets, assessment require a degree of estimation
and judgment. Management’s assessment of credit losses is based on the lifetime expected credit loss, grouped based on days
overdue, and makes assumptions to allocate an overall expected credit loss rate for each group. These assumptions include recent
sales experence and historical collection rates.

h. 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 calculate ECLs on trade receivables using provision matrix, which means
grouping of trade and other reccivables based on different customer attributes and different historical loss patterns.

i. 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 to be the time that the customer obtains control of the
promised goods and therefore the benefits of unhindered access.

. Employee benefits provision

The liability for employce benefits expected to be setded more than 12 months from the reporting date are recognised and
measured at the present value of the estimated future cash flows to be made in respect of all employees at the reporting date. In
determining the present value of the liability, estimates of mortality rates and pay increases through promotion and inflation have
been considered.



Ethiopian Industrial Inputs Development Entesprise
Notes to the financial statements
For the year ended 30 June 2022

2.4 Significant accounting policies

a. 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 purposes, or for purposes not yet determined, are

carried at cost, less any recognized impairment loss. Cost includes professional fees and, capitalized borrowing costs for qualifying
assets.

The Enterprise capitalizes property, plant and equipment costing more than ETB 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 initially measured at cost. Cost includes all of the expenditure which is directly artributable to the
acquisition or construction of the asset, including the capitalization of borrowing costs on qualifying assets.

Subsequent measurement

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

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the
recognition crteria 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.

Use of fair value as deemed cost

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

Major spare parts and stand-by equipment

Major spare parts and stand by equipment 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 carrying amount over its estimated useful life, using straight line method.

Asset class Average useful life
Buildings 2
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 is included in 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.




Ethiopian Industrial Inputs Development Enterprise

Notes to the financial statements
For the year ended 30 June 2022

Depreciation of an asset commences when the asset is available for use as intended by management and ceases at the earlier of the
date 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 if its estimated residual value exceeds or is equal to its carrying amount.

Annual review

The useful life and depreciation method of property, plant and equipment is reviewed at the end of each 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
carrying 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.

Derecognition

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are expected from its
continued use or disposal. Any gain or loss arising from the derecognition of an item of property, plant and equipment, determined
as the difference between the net disposal proceeds, if any, and the carrying 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 inception of a contract, the Enterprise assesses whether a contract s, or contains, a lease. A contract is, or contains, a lease if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration. To assess

whether a contract conveys the right to control the use of an identified asset, the Enterprise uses the definition of a lease 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 significantly all of the risks and rewards incidental to ownership of
the underlying asset to the Enterprise. Under IFRS 16, the Enterprise recognises right-of-use assets and lease liabilities for most of
its leases — i.e. these leases are on-balance sheet.
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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
Enterprse 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 initally
measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments made at or before the
commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or
to restore the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date 1o the end of the
lease term, unless the lease 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 right-of-use asset will be
depreciated over the uscful life of the underlying asset, which is determined on the same basis as those of property and equipment.
In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of
the lease liability.

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

Lease liability is measured at amortized cost using the effective interest method.

The Enterprise presents right-of-use assets that do not meet the definition of investment property in ‘property, plant and
equipment” and lease liabilities separately in the statement of financial position.

Short-term leases and leases of low-value assets

The Enterprise has clected not to recognise rght-of-use assets and lease liabilities 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 each lease component on the basis of their relative standalone prices.

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

To classify cach lease, the Enterprise makes an overall assessment of whether the lease transfers substantially all of the risks and
rewards incidental to ownership of the underlying asset. If 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 is for the major part
of the economic life of the asset.

The Enterprise recognises lease payments received under operating leases as income on a straight-line basis over the lease term.
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c. 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
liability or equity instrument of another entity.

A financial asset is recognised as any asset of the Enterprise that is:
a) cash;
b) an equity instrument of another entity;
©) a contractual right:
L 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 favorable
to the Enterprise;
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

iil. to exchange financial assets or financial liabilities with another entity under conditions that are potentially
unfavorable (economic outflow) to the Enterprise;

The Enterprise’s financial assets representing a contractual right to receive cash in the future and corresponding financial liabilities
representing a contractual obligation to deliver cash in the future are:

a) Trade receivables and payables;
b) Loans to (from) related parties
¢) Loans to employees

d) Investments in government bonds

¢) Investments in term deposits.

The Enterprise classifies financial assets into the following categories:
* amortised cost

* fair value through profit or loss (FVTPL)
+ fair value through other comprehensive income (FVOCI).

Initial recognition and measurement

Financial instruments are recognised initially when EIIDE becomes a party to the contractual provisions of the instruments.

Finandal assets at amortised cost

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

i) they are held within a business model whose objective is to hold the financial assets and collect its contractual cash flows

ii) the contractual terms of the financial assets give rise to cash flows that are solely payments of principal and interest on the
principal amount outstanding

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

Finandal assets at fair value through profit or loss

Financial assets not measured at amortised cost or at 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 zcquired for the
purpose of selling in the short-term with an intention of making a profit, or a derivative; or (ii) designated as such upon initial
recognition where permitted. Fair value movements are recognised in profit or loss.
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Impairment of financial instruments

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-type 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 assets

The Enterprise applies the simplified impairment model for trade and other receivables as well as contract assets and recognizes the
loss allowance as lifeime expected credit loss. The loss allowance is the expected shortfalls in contractual cash flows, considering
the potential for default at any point during the life of the finandial 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 collective basis as they possess shared credit risk 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 transaction costs. Subsequently, financial
liabilities are measured at amortised cost using the effective interest method. All interest-related charges are reported in profit or
loss are included within finance costs or finance income.

Offsetting 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 is an intention to settle on a net
basis, or to realize the asset and settle the liability simultaneously.

Default

For purposes of intemal credit risk management purposes, EIIDE 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 creditors in full.

Irrespective of the above analysis, The Enterprise should consider that default has occurred when receivables are more than 30 days

P! ¥ TP : )
past due unless there is reasonable and supportable information to demonstrate that a more lagging default criterion is more
appropriate.

Derecognition

EIIDE derecognise a financial asset only when:
- the contractual rghts of EIIDE to the cash flows from the asser expire, or

- when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another party.

EIIDE derecognise financial liabilities 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 determination of the Enterprise's risk management objectives and policies
and, whilst retaining ultimate responsibility for them, it has delegated the authority for designing and operating processes that
ensure effective implementation of the objectives and policies to the management. The Board of Directors monitor the
management through which it 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 Enterprise is exposed to the following risks from its use of financial instruments:

1) Credit risk;
ii) Liquidity risk; and
iif) Market risk (currency risk, interest rate risk and price risk)

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

The Enterprise's rsk management policies are established to identify and analyse the risks faced by the Enterprise, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are
reviewed regularly to reflect changes in market conditions and the Enterprise's activities.

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 trade and other receivables, contract receivables, receivables from
employees and shareholders, cash and cash equivalents.

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 reputable counterparties with consistent payment histories

- Suffidient collateral or guarantees are obtained when necessary.

- Each counterparty is analyzed individually for creditworthiness 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 creditworthiness of counterparties is continuously monitored.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at the
reporting date is analyzed and disclosed to 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 assets. The cash and cash
equivalents are mostly held with bank and financial institution counterparties, which are regulated by the National Bank of Ethiopia.

Liquidity risk

Liquidity risk is the risk that arises when the maturity of assets and liabilities does not match. The Enterprise has procedures to
minimize such losses including maintaining sufficient cash and other highly liquid current assets.
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Market Risk

Market risk is the risk that the Enterprise’s earnings or capital, or its ability to meet business objectives, will be adversely affected by
changes in the level or volatility of market rates or prices such as premium rates, interest rates, foreign exchange rates, equity prices,
commodity prices and credit spreads. The main market risk arises from trading activities and equity 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 risk arses from future commercial transactions and recognized financial assets and financial liabilities
denominated in a currency that is not the Enterprise's functional currency.

Currency risk is the rsk that the value of financial instruments will fluctuate due to changes in foreign exchange rates. The
Enterprise is exposed to foreign exchange risk arising 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.

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 is the estimated selling price in the ordinary course of business less any applicable selling expenses.

Cost of inventories

The cost of inventories compsises all costs of purchase and other costs incurred in bringing the inventories to their present location
and condition.

Wnite-down of inventories

The amount of any write-down of inventories to net realisable value and all losses of inventories are recognised as an ex ense in the
y
petiod the write-down or loss occurs.
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e. Income taxes

Current income tax

The tax currently payable is 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 liability for current tax is 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 differs in various recognition and measurement of assets and liabilitics
resulting 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 initial recognition of an asset or liability in a transaction which at the time 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 deductible temporary difference can be utilized. 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 transaction, affects neither 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.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realized or

the liability is settled, based on tax rates {and tax laws) that have beea enacted or substantively enacted by the end of the reporting
period.

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

Tax expense

Current tax and deferred taxes are charged or credited 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 income.
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f. Cash and cash equivalents

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

g. 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.

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

Short-term employee benefits
The cost of short-term employee benefits, (those payable 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
obligation 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 entity. In a defined contribution plan, the actuarial
dsk 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. Contdbutions under the scheme is 7% and 11%
by employees and the Enterprise respectively.

The Enterprise has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay
all employees the benefits relating to employee service in the current and prior periods.

The 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 employee benefit expense in the profit or loss in
the year they relate.
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Other long-term employee benefits

The liability for Other long-term employee benefit obligations under IAS 19, which are those that are not expected to be settled
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 tumover 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
match, as closely as possible, the estimated future cash outflows using the projected unit credit method, .

i. Provisions and contingencies

Provisions for warranties, legal disputes, onerous 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 that an outflow of resources will be required to settle the obligation,
and a reliable estimate of the amount can be made as per IAS 37. The timing or amount of the outflow may still 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 virtually certain,

Onerous contracts
For a contract that is onerous, 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 assets and contingent liabilities are not recognized. Contingencies are disclosed in notes to the financial statements.

j. Revenue from contracts with customers

Revenue is recognised at an amount that reflects the consideration to which the Enterprise is expected to be entitled in exchange
for transferring goods or services to a customer. For each contract with a customer under IFRS 15, the Enterprise:

1) identifies the contract with a
ii) identifies the performance obligations in the contract;

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

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

v) recognises revenue when or as each performance obligation is satisfied.

Revenue is recognised in a manner that depicts the transfer to the customer of the goods or services promised as either at point in
time or over a period of time in accordance with IFRS 15.
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Sale of goods

Revenue from the sale of goods is recognised at the point in time when the customer obtains control of the goods, which is
generally at the time of delivery.

Rendering of services
Revenue from a contract to provide services is recognised over time as the services are rendered.

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

Adyances received from customers

IFRS 15 requires the Enterprise to determine whether there is a significant financing component in its contracts. However, the
Enterprise decided to use the practical 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
period between the Enterprise’s transfer of a promised goods or service to a customer and when the customer pays for that service
will be one year or less. Therefore, for short-term advances, the Enterprise does not account for a financing component.

The Enterprise recognizes contract liabilities for consideration received in respect of unsatisfied performance obligations and
reports these amounts as other liabilities in the statement of financial position. Similarly, if the Enterprise satisfies a performance

obligation before it receives the consideration, it recognizes cither a contract assct or a receivable in its 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 year or less. Therefore, for short-term advances, the Enterprise do not account
for a financing compenent.

Contract liabilities of EIIDE 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 in less than 12 months with no financing component.

Where long-term advance from customer is received, the Enterprise assess any financing component and separately 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 economic 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.

k. Cost of sales

Cost of sales comprises cost of merchandising goods purchased, and other applicable direct cost such transport and handling cost.
When inventories are sold, the carrying amount of those inventosies are recognised as a cost of sales in the period in which the
related revenue is recognised.

L. Translation of foreign currencies

Functional and presentation currency

The financial statements are presented in Ethiopian Birr (ETB), which is also the functional currency of the Enterprise,
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Sale of goods

Revenue from the sale of goods is recognised at the point in time when the customer obtains control of the goods, which is
generally at the time of delivery.

Rendering of services
Revenue from a contract to provide services is recognised over time as the services are rendered.

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

Advances received from customers

IFRS 15 requires the Enterprise to determine whether there is a significant financing component in its contracts. However, the
Enterprise decided to use the practical 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
period between the Enterprise’s transfer of a promised goods or service to a customer and when the customer pays for that service
will be one year or less. Therefore, for short-term advances, the Enterprise does not account for a financing component.

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

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

Contract liabilities of EIIDE 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 in less than 12 months with no financing component.

Where long-term advance from customer is received, the Enterprise assess any financing component and separately 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 economic 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.

k. Cost of sales

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

L. Translation of foreign currencies

Functional and presentation currency

The financial statements are presented in Ethiopian Birr (ETB), which is also the functional currency of the Enterprise.
Foreign currency transactions are translated into the functional currency (Ethiopian Bitr) using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the

translation at year end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in profit or
loss.
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m. Financial income and charges

Financial income and expenses items include interest income and expenses.

n. Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are capitalized as
part of the cost of that asset until such time as the asset is ready for its intended use. The amount of borrowing costs eligible for
capitalization is determined as follows:

- Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset 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
qualifying asset.

Commencement of capitalisation of borrowing costs

Capitalization of borrowing costs commences when expenditures for the asset 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 is interrupted.

Capitalization of borrowing costs ceases when substantially all the activities necessary to prepare the qualifying asset for its intended
use or sale are complete.

o. Government grants & assistance

Grants from the government and other philanthropists are recognised at their fair value when there is reasonable assurance that:

a) the Enterprise will comply with the conditions attaching to grants; and
b) the grants will be received.

The Enterprise recognise Government grant as income over the periods necessary to match them with the related costs that they are
intended to compensate.

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

becomes receivable.

Grant related 1o assets

Govemment grant received in the form of assets are recognised and presented in the balance sheet as deferred income (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 systematic amortisation of the deferred income over the estimated lives of the related assets.

2.5 Changes in accounting policies and disclosures

2.5.1 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 year and
that are relevant to its operations:

a) Property, Plant and Equipment: Proceeds before intended use = Amendments to IAS 16:

The amendment to IAS 16 Property, Plant and Equipment (PP&E) prohibits an entity from deducting from the cost of an item of
PP&E any proceeds received from selling items produced while the entity is preparing the asset for its intended use. It also clarifies
that an entity is ‘testing whether the asset is functioning properly’ when it assesses 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,
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b) Onerous Contracts — Cost of Fulfilling a Contract Amendments to IAS 37:

The amendment to IAS 37 clarifies that the direct costs of fulfilling a contract include both the incremental costs of fulfilling the
contract and an allocation of other costs directly related to fulfilling contracts. Before recognising a separate provision for an
onerous contract, the entity recognises any impairment loss that has occurred on assets used in fulfilling the contract.

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

c) Annual Improvements to IFRS Standards 2018-2020:

The following improvements were finalized by IASB in May 2020 and considered to 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 illustrative example 13 to remove the illustration of payments from the lessor relating to
leasehold improvements, to remove any confusion about the treatment of lease incentives.

Effective for annual periods beginning on or after 01 January 2022.
d) 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.

2.5 Changes in accounting policies and disclosures (cont'd)

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

a) Classification of Liabilities as Current or Non-current = Amendments to IAS 1:

The narrow-scope amendments to 1AS 1 Presentation of Financial Statements clarify that liabilides 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 bas issued an exposure draft proposing further changes and the deferral of the amendments until at least 1
January 2024.

b) Disclosure of Accounting Policies— Amendments to IAS 1 and IFRS Practice Statement 2:

The amendments define what is ‘material accounting policy information’ is and explain how to identify when accounting policy
information is materal. They further clarify that immaterial accounting policy information does not need to be disclosed. If it is
disclosed, it should not obscure material accounting information. To support this amendment, the TASB also amended IFRS

Practice Statement 2 Making Materiality Judgments to provide guidance on how to apply the concept of materality to accounting
policy disclosures.

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

¢) Definition of Accounting Estimates— Amendments to IAS 8:

The amendment to IAS 8 Accounting Policies, Changes in Accountng Estimates 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.

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

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

Efective for annual periods 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 thesc standards, amendments and interpretations will not have a material effect on the
financial statements when they become effective and applied.
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Ethiopian Industrial Inputs Development Enterprise
Notes to the financial statements
For the year ended 30 June 2022

31

32

The Enterprise has certain property, plant and equipment in-use which it has fully consumed their respective service potential. The
estimated scrap value of those assets with fully depreciated status up on adoption of IFRS is ETB 6.3 million. Management has intention
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 freehold lands are used for the purpose of the Enterprise's
core business activities and for future business expansion and industrial inputs development. Pursuant to the right to ownership of rural
and urban land, as well as of all natural resources, is exclusively vested in the State and in the people of Ethiopia, the Enterprise has not
recognised the value of frechold land in its 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 material varation from

Branches [Frechold land area and value |

83 branches across the Country 63 Hectare with fair value of ETB 8,098,007,356. I

30 June 2022 30 June 2021
Birr Birr

Investment securities

Loans and receivables at amortised cost:
Ethiopian government bonds 853,553 812,908

Financial assets at fair value through other comprehensive income
Unlisted ordinary shares = =

853,553 812,908

The Enterprise puschased Ethiopian government bonds worth of at par value ETB 1,000,000 on 25 September 2020 with maturity date
on 24 September 2024, after 5 years. The bond is issued at zero interest rate and the eEnterprise only collects the face value of the
investment at maturity date after 5 years. The effective interest rate on the same bond in the market is 5% and the bond settlement value
after 5 years is discounted using the effective interest rate and related interest is amortised over the life of the bond.

30 June 2022 30 June 2021
Birr Birr
Inventories
Merchandising
Food stuff 317,077,383 96,384,850
General goods 72,280,557 82,149,402
Building materials 104,875,598 50,117,458
Textile products 32,830,853 111,534,029
Tyres and canvas 33,974,068 13,109,092
Cotton 43,739,275 472,240
Cash register accessories 19,764,524 26,877,719
Stationery items 3,838,167 7,644,001
Hides and skins 480,887 1,383,293
628,861,311 389,672,084
Non-merchandising
Consumables 24,230,372 30,540,638
Others - 69,517,346
Goods in transit - R
653,091,683 489,730,068
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6 Trade and other receivables
Financial Instruments:
Trade receivables
Less: allowance for expected credit losses
Trade receivables at amortised cost
Non financial instruments:
Value-added tax receivables
Deposit and prepaid expenses
Withholding tax receivable
Receivable from employees
Other receivables
Amounts due from related parties

Tortal trade and other receivables

Split between non-current and current portions

Current
Non- current

Categorisation of trade and other receivables

30 June 2022 30 June 2021
Birr Birr
1,146,410,561 673,488,874
(87,713,502) (9,507,216)
1,058,697,058 663,981,658
552,615,003 500,479,958
42,091,946 43,954,842
285,202,963 285,202,963
17,503,272 13,485,855
333,779,617 -

1,231,192,803

843,123,619

2,289,889,861 1,507,105,276
30 June 2022 30 June 2021
Birr Birr
2,289,889,861 1,507,105,276
2,289,889,861 1,507,105,276

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

Financial instrument at amortised cost
Non finandal instruments

Exposure to credit risk

30 June 2022 30 June 2021
Birr Birr
1,058,697,058 663,981,658
1,231,192,803 843,123,619
2,289,889,861 1,507,105,276

Trade receivables inherently expose the Enterprise to credit risk, being the risk that the Enterprise will incur financial loss if customers

fail to make payments as they fall due.

In order to mitigate the rsk of financial loss from defaults, the Enterprise only deals with reputable customers with consistent payment
histories. Sufficient collateral or guarantees are also obuined when appropriate. Each customer is analysed individually for
creditworthiness before terms and conditions are offered. Statistical credit scoring models are used to analyse customers. These models
make use 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 credit management committees. The exposure to credit risk and the creditworthiness of customers, is

continuously monitored.
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Exposure to credit risk (Cond)

Trade receivables arise from sales of goods and service delivery. The customer base is large and widespread, with a result that there is no
specific significant concentration of credit risk from these trade receivables. Management assess and monitor credit risk internally along
any sk concentrations.

No interest is charged on outstanding trade receivables.

Expected credit loss allowance is recognised for all trade receivables, in accordance with IFRS 9 Financial Instruments, and is monitored
at the end of each reporting perod. In addition to the loss allowance, trade receivables are written off when there is no reasonable
expectation of recovery, for example, when a debror has been placed under liquidation. Trade receivables which have been written off are
not subject to enforcement activities.

The Enterprise measures the loss allowance for trade receivables by applying the simplified approach which is prescribed by IFRS 9. In
accordance with this approach, the loss allowance on trade receivables is determined as the lifetime expected credit losses on trade
receivables. These lifetime expected credit losses are estimated using a provision matrix, which is presented below. The provision matrix
has been developed by making use of past default experience of debtors but also incorporates forward looking information and general
economic conditions of the industry 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 receivables were previously impaired only when there was objective evidence that the asset was impaired. The
impairment was calculated as the difference between the carrying amount and the present value of the expected future cash flows.

There has been no change in the estimation techniques or significant assumptions made during the current reporting peiod.

The Enterprise’s historical credit loss experience does not show significantly different loss patterns for different customer segments. The
provision for credit losses is therefore based on past due status without disaggregating into further risk profiles. The loss allowance
provision is determined as follows:

2022 2022 2021 2021 2020 2020
Loss

Loss allowance

Estimated gross  allowance ~ Estimated gross o Estimated gross Loss allowance
carrying amount  (Lifetime  carrying amount i ; carrying amount at (Lifetime expected
- expected credit g ;
at default expected at default 1686) default credit loss)
credit loss) i
Birr Birr Birr Birr Birr Birr

0 to 30 days past
due: 0.5% (2020:
0.5%) - - - - - -
31 - 60 days past
due: 0.75% (2020:
0.75%) ’ - . - 3 s
61 - 90 days past
due: 1% (2021:
1%) = . = * = =
More than 90 days
past due: 7.5%
(R021:1:3%) 1169513365 87,713,502 686,974,730 9,507,216 937,713,468 12,146,859
Total 1,169,513,365 87,713,502 686,974,730 9,507,216 937,713,468 12,146,859
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30 June 2022 30 June 2021
Birr Birr
i Cash and cash equivalents
Cash and cash equivalents consist of:
Bank balances 732,681,221 992,042,008
Cash in hand 846 946
732,682,067 992,042,955
30 June 2022 30 June 2021
8 Capital Birr Birr
Balance at start of year ' 1,306,042,415 1,306,042,415
Capital contributions - -
Paid-up capital 1,306,042,415 1,306,042,415

The Enterprise has authorised capital of ETB 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 2022 30 June 2021
Birr Birr
9 IFRS Remeasurement reserve
At start of the year 1,484,565,313 1,406,965,563
Transfer from retained earnings = 77,599,750
At end of the year 1,484,565,313 1,484,565,313

The total carrying amount of property, plant and equipment under previous GAAP without freehold 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:
K1AN/208/12 Dated:19/02/2012 Ethiopian Calendar..

10 Legal reserve

In accordance with the requirement of the Public Enterprise Proclamation 25/1992, Public Enterprises incorporated in Ethiopia are
required to maintain legal reserve through transfer of not less than one twentieth (5%) of the annual net profits until the accumulated
legal reserve balance amounts to 20% of the capital.
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11 Loans and borrowings

Short term loan
Accrued interest
Overdraft

Maturity analysis
Current
Non- current

30 June 2022
Birr

30 June 2021
Birr

915,833,094

915,833,094

915,833,094

915,833,094

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

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

per annum.

12 Business income tax and deferred tax
Current income tax

IFRS Accounting profit
Add: disallowed expenses
Entertainment
Donation
Demurrage
Penalty
IFRS related entries
Impairment expenses
Annual leave and severance pay accrual
Other employee benefits on adoption of IFRS
Finance charges bond amortisation
Depreciation and amortization for IFRS accounting purpose

l LSS ¢
Interest income taxed at source
Interest income on bond amortisation
Depreciation and amortization for tax purpose
Other income on adoption of IFRS

Taxable profit
Current tax at 30%
Less: Advance profit tax (Withholding tax)

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

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

30 June 2022 30 June 2021
Birr Birr
122,778,856 285,944,892
152,825 1,126,533
5,698,543 2,375,584
- 19,131,462
1,723,511 10,956
139,649,076 5,325,922
17,324,836 5,231,229
- 216,474
65,255,179 60,770,171
352,582,825 380,133,223
(34,180,407) (30,524,660)
(40,645) (29,382)
- (3,455,602)
(34,221,052) (34,009,644)
318,361,773 346,123,579
95,508,532 103,837,074
- (5,555,038)
95,508,532 98,282,036
97,371,733 78,911,422
(121,316,712) (79,821,725)
(23,944,979) (910,303)
95,508,532 98,282,036
71,563,553 97,371,733
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121 Deferred income tax

Deferred income tax assets is recognised only to the extent tha it is probable that future taxable profit will be available against which the

temporary differences can be utilised.

Deferred income tax assets and liabilities, deferred income tax charge/(credit) in profit or loss, in equity and other comprehensive income

are attributable to the following items:

Deferred income tax assets/ (liabilities):

Property, plant and equipment
Severance pay and leave accrual

Total deferred tax assets/(liabilities)

Deferred income tax assets/ (liabilities):

Property, plant and equipment
Severance pay and leave accrual

Total deferred tax assets/(liabilities)

DEFERRED TAX LIABILITY

Deferred rax (liability) asset as per previous GAAP
Deferred tax (liability) asset brought forward

Add: Temporary difference

Deferred tax Liability

Property, plant and equipment - tax base
Property, plant and equipment - carrying amount
Property, plant and equipment - temporary difference

Severance pay and leave accrual - tax base
Severance pay and leave accrual - carrying amount
Severance pay and leave accrual - temporary difference

Deferred tax (liability) asset - @ 30%

12.2 Tax (income) / expense

Provision for business income tax (note 12)
Deferred tax liability recognized in the year (note 12.1)

At01]July Credit/ (charge) Credit/ (charge) .to At30 June 2022
2021  to profit or loss equity
Birr Birr Birr Birr
(311,211,591) 15,619,158 - (295,592,433)
4,427,386 5,193,707 . 9,621,093
(306,784,205) 20,812,865 - (285,971,340)
At 01 July Credit/ (charge) Credit/ (charge).to At30 June 2021
2020  to profit or loss equity
Birr Birr Birr Birr

(329,471,737) 18,260,146 (311,211,591)

2,831,232 1,596,154 - 4,427,386
(326,640,505) 19,856,300 - (306,784,205)
30 June 2022 30 June 2021 30 June 2020

Birr Birr Birr

(285,971,339) (306,784,205) (326,640,504)

(285,971,339) (306,784,205) (326,640,504)

113,892,957 65,777,890 25,281,595

1,099,201,065 1,103,149,858 1,123,520,717

(985,308,107) (1,037,371,969) (1,098,239,122)

32,070,310 14,757,953 9,437,441

32,070,310 14,757,953 9,437,441

(285,971,339) (306,784,205) (326,640,504)

2022 2021

Birr Birr

95,508,532 103,837,074

(20,812,865) (19,856,300)

74,695,667 83,980,774
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13 Trade and other payables

Financial instruments:
Trade payables

Total financial liabilities, excluding loans and borrowings,
classified as financial liabilities measured at amortised cost

Non financial instruments:
Other payables
Prior years tax assessment
Accrued expenses
Accrued annual leave
Accrued severance pay
Pension contabutions payable
Employment income tax payable
Withholding tax payable

Total

30 June 2022 30 June 2021
Birr Birr
78,264,857 246,105,443
78,264,857 246,105,443
96,689,711 96,695,595
329,317,392 329,317,392
4,424,177 5,099,654
16,473,444 7,561,045
15,596,866 7,196,908
6,443,996 745,824
9,766,864 9,091,583
12,034,438 2,920,392
569,011,744 704,733,836

The carrying value of trade and other payables classified as financial liabilities measured at amortised cost approximates fair value.

Exposure to currency risk

The Enterprise is exposed to currency risk, as imports of raw materals are denominated in foreign currencies. The currency in which the

Enterprise deals primarily is US Dollars.
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2022 2021
Birr Birr
14 Revenue
Revenue from contract with customers:
Sales of goods
Foodstuffs 3,310,769,191 2,514,526,046
Building materials 545,110,191 588,762,120
Textile products 146,192,286 86,186,435
Tyres and canvas 18,798,993 84,284,763
General goods 131,992,564 35,967,268
Cotton 23,660 4,070,079
Hides and skins 1,398,579 573,298
Cash register accessories 4,524,240 2,496,116
Cash register machines 3,969,410 4,858,817
Stationery items 969,479 30,444
4,163,748,591 3,321,755,386
Service income
Cash register maintenance 2,683,326 1,036,554
Incidental warehouse rental 17,547,742 8,299,288
20,231,068 9,335,842
4,183,979,659 3,331,091,228

15 Disaggregation of revenue

The Enterprise disaggregates revenue into categories that show how economic factors affect the nature, amount, timing and uncertainty 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. Additional information for Channels of sales is also provided as the Enterprise operates with branches and divisions
for distribution of merchandising goods to its customers.

2022 2021

Major product or service lines: Birr Birr
Household Consumer products 3,310,769,191 2,514,526,046
Construction materials 545,110,191 588,762,120
Textile and clothing 147,614,525 90,829,812
Commercial products 160,254,684 127,637,408
4,163,748,591 3,321,755,386

Timing of revenue recognition

Goods transferred at a point in time 4,163,748,591 3,321,755,386
Services transferred over time 20,231,068 9,335,842
4,183,979,659 3,331,091,228

Sales Channel

The Enterprise sales its major product line directly 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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16 Cost of sales
Merchandising

Merchandising inventories at start of the year
Purchases during the year

Return of third party inventories

Purchase discounts

Purchase returns

Merchandising goods available for sale
Merchandising goods at end of the year

Cost of merchandising goods sold

17 Other income
Disposal of custom items
Sundry
Penalty and fines
Commission
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2022 2021
Birr Birr
389,672,084 991,807,310
3,831,547,230 2,170,910,343
4,221,219,315 3,162,717,654
4,221,219,315 3,162,717,654
(628,861,311) (389,672,084)
3,592,358,003 2,773,045,569
2022 2021
Birr Birr
. 179,999
7,094,671 4,461,666
111,716 39,688
12,670 9,189
7,219,057 4,690,543
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18  Selling and distribution expenses

Salary and benefits

Labour charge

Operating lease charges
Stationery, printings and office supplies
Property tax

Repair and maintenance
Miscellaneous

Utilities

Communication cost
Cleaning and sanitary
Insurance

Registration and license
Fuel and lubricants
Advertising and promotion
Penalty and fines

Bid and tender costs

Bank charges

Donation

Demurrage

Entertainment
Membership and subscription
Vehicle running expense

36

2022 2021

Birr Birr
82,107,882 70,328,528
1,101,280 565,917
653,111 1,220,166
2,682,905 740,647
660,118 1,612,747
562,682 193,354
207,828 229,633
342,142 264,059
261,672 228,823
61,292 78,427
40,893 7,480
91,421 61,658
25,940 11733
10,089 20,790
10,000 4,481

- 800

- 33,125
2,000 2,002,032

= 1,200
4,097 8,000

15,926 -

88,841,278 77,613,600
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19 General and administrative expenses

Depreciation

Salary and benefits
Impairment of inventories
Penalty and fines
Operating lease charges
Fuel and lubgicants

Repair and maintenance
Stationery, printings and office supplies
Impairment of receivables
Legal and professional
Communication cost
Municipality rates

Labour charge

Bank charges

Donation

Demurrage

Commission

Utlities

Advertising and promotion
Entertainment
Standardisation fee
Membership and subscription
Vehicle running expense
Miscellaneous

License renewals

Insurance

Cleaning and sanitary

20  Finance (cost)/income
Finance income
Finance income on bond amortisation
Interest income on bank saving accounts

Finance costs
Interest on bank borrowings
Interest on employees benefits
Finance charge on bond amortisation
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2022 2021
Birr Birr
65,255,879 60,770,172
159,814,714 92,076,674
61,463,969 -
1,713,511 6,475
9,782,554 6,752,200
6,210,615 3,053,767
5,341,520 2,722,489
5,733,940 4,920,564
78,185,106 5,325,922
3,395,180 2,738,417
2,187,016 1,578,174
487,036 22,060
769,415 609,231
56,667 537,459
5,696,543 373,553
- 19,130,262
- 149,433
1,115,196 1,128,771
846,177 492,279
152,825 1,118,533
53,495 252,793
150,260 31,886
746,125 338,812
343,906 13,141
132,390 16,214
9,252,433 6,897,640
183,569 48,779
419,070,043 211,105,698
2022 2021
Birr Birr
40,645 29,382
34,180,407 30,524,660
34,221,052 30,554,042
1,675,367 17,808,435
696,222 601,145
- 216,474
2,371,589 18,626,054
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21

Operating profit (losses) for the year
Operating (loss) profit for the year is stated after charging (crediting) the following, amongst others:

Remuneration, other than to employees 2022 2021
Birr Birr

Consulting and professional services 3,395,180 2,738,417
3,395,180 2,738,417

Employee costs

As at 30 June 2022 the Enterprise had 1,384 permanent employees (2021:1,381). The total cost of employment of all employees, including
management, was as follows:

Salaries, wages, bonuses, pension and other benefits 27,190,345 27,190,345
Other short term costs = =
Severance and annual leave pay 5,231,229 5,231,229
Total employee costs 32,421,574 32,421,574
Total employee costs expensed 32,421,574 32,421,574
Leases
Operating lease charges 10,435,665 7,972,366
10,435,665 7,972,366

Employee benefits

Defined contribution plan
Itis 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 employees. A defined contribution planisa
pension plan under which the Enterprise pays fixed contributions into a separate entity. In 2 defined contribution plan, the actuarial risk
falls 'in substance' on the employee and The Enterprise is under no obligation to cover any unfunded benefits.

The defined contribution pension scheme is in line with the provisions of Ethiopian pension under Public seevants 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 Proclamation No. 377/2003 and 494/2006, the Enterprise operates an unfunded severance pay plan for its
employees who have served the Enterprise for 5 years and above and are below the retirement age (i.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 is calculated as 1 month salary for the first year in employment plus 1/3 of monthly salary for each subsequent in employment
to a maximum of 12 months final monthly salary.
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30 June 2022 30 June 2021
Employee benefits Birr Birr
Severance pay obligation 7,196,907 5,769,008
30 June 2022 30 June 2021
Birr Birr
Opesing cbligation 7,196,907 5,769,008
Interest cost 696,222 601,145
Current service cost 8,095,966 1,234,107
Benefits paid (reversal) (392,229) (407,353)
Closing obligation 15,596,865 7,196,907
The details of movements and amounts recognised in the financial statements:
30 June 2022 30 June 2021
Birr Birr
Amount recognised in the statement of financial position:
Severance pay obligation 15,596,865 7,196,907
30 June 2022 30 June 2021
Birr Birr
Amount recognised in the profit or loss & other comprehensive income:
Current service cost 8,095,966 1,234,107
Interest cost 696,222 601,145
8,792,187 1,835,252
The significant actuarial assumptions applied for projected unit credit method were as follows:
i) Financial assumption long term average
2022 2021
Discount rate (p.a) 11.5% 11.5%
Estimated average salary increase rate (p.a) 18.0% 18.0%
ii) Estimated employee turnover rate before retirement age & mortality rate are summarised as follows:
Probability of
Leaving Employment before Retirement
0,
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% 7.5%
40-45 0.450% 5.0%
45-50 0.628% 25%
50-55 0.979% 1.0%
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23 Operating lease commitments - as lessee (expense)

2022 2021
Birr Birr
Minimum lease payments due
- Within one year 10,435,665 7,972,366
- Later than 1 year and no later than 5 years - -
Total 10,435,665 7,972,366

Operating lease payments represent house rentals payable by the Enterprise.
24 Related party transactions
Transactions with related parties

The following transactions occurred with related parties, entities which are related to the Enterprise by common ownership.:

2022 2021
Birr Birr
Sales of goods and services:
Sales of goods and services - -
Purchases 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:
2022 2021
Birr Birr

Current payables/receivables:
Summary of amounts due from related parties
Receivable from related parties = "

Summary of anrounts due to related parties
Payables to related parties -

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

Key management personnel compensation

The aggregate compensation made to directors and other members of key management personnel of the Enterprise is set out below:

2022 2021
Birr Birr
Employment related benefits 14,773,002 4,871,544
Other benefits = =
14,773,002 4,871,544
Terms and conditions

All transactions were made on normal commercial terms and conditions and at market rates.
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25  Financial instruments and risk management

Categories of financial instruments

The Enterprise's classification of its financial assets is summarised in the table below:

Finandal assets
Amortised cost
30 June 2022 30 June 2021
Birr Birr
Trade and other receivables 1,058,697,058 663,981,658
Cash and cash equivalents 732,682,067 992,042,955
1,791,379,125 1,656,024,612
Finandal liabilities
Amortised cost
30 June 2022 30 June 2021
Birr Birr
Trade payables 78,264,857 246,105,443
Loans and borrowings 915,833,094 -
994,097,950 246,105,443

25  Financial instruments and risk management (Contd)

Financial risk management

Overview

The Board of Directors has overall responsibility for the determination of the Enterprise's risk management objectives and policies and,
whilst retaining ultimate responsibility for them, it has delegated the authority for designing and operating processes that ensure effective
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 put in place and the appropriateness of the objectives and policies for the
Enterprise’s financial dsk management.

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

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

The Enterprise's risk management policies are established to identify and analyse the disks faced by the business, to set appropriate risk
limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are reviewed regulacly to reflect
changes in market conditions and the Enterprise's activities.

The Enterprise management oversees how each units of the business monitors compliance with the risk management policies and
procedures and reviews the adequacy of the risk management framework in relation to the dsks faced by the Enterprise.
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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 receivables, and contract receivables.

Expected credit loss allowance is recognised for all trade receivables, in accordance with IFRS 9 Financial Instruments, and is monitored at
the end of each reporting pedod. 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 is analysed individually for creditworthiness before terms and conditions are offered. The
analysis involves making use of information submitted by the counterparties. Counterparty credit limits are in place and are reviewed and

approved by credit management committees. The exposure to credit risk 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 Enterprise applied 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 model
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 financial asset could change year on year.

25 Financial instruments and risk management (Contd)

Trade receivables and contract assets which do not contain a significant financing component, the loss allowance is determined s the
lifetime expected credit losses of the instruments. 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 risk since initial recognition or by always
making use of lifetime expected credit losses. Management has chosen, as an accounting policy, to make use of lifetime expected credit
losses. Management does therefore not make the annual assessment of whether the credit risk has increased significantly since initial
recognition for trade receivables, contract assets or lease receivables.
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Cash and cash equivalents

The Enterprise has performed assessment of future expected risk exposure on cash and cash equivalent balances held at the Bank and the
historical and forward looking risk exposure information depicts that there is no material and reportable risk. Hence, expected credit loss
on cash and cash equivalent balance is not necessitated and recognised.

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

30 June 2022
Birr Birr Birr
Gram exaping Credit loss allowance Amortised cost
amount
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
30 June 2021
Birr Birr Birr
Gross carrying Credit loss allowance Amortised cost
amount
Trade and other receivables 673,488,874 (9,507,216) 663,981,658
Cash and cash equivalents 992,042,955 - 992,042,955
1,665,531,829 (9,507,216) 1,656,024,612

Liquidity risk

The Enterprise is exposed to liquidity risk, which is the risk 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 met through a mixture of cash generated from operations and long and short term borrowings. Committed borrowing
facilities are available for meeting liquidity requirements and deposits are held at commercial banking institutions.

The maturity profile of contractual cash flows of non derivative financial liabilities, and financial assets held to mitigate the sk, are
ty p g
presented in the following table. The cash flows are undiscounted contractual amounts.
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25

26

27

28

29

Financial instruments and risk management (Contd)

30 June 2022 30 June 2021
Birr Birr
Current liabilities
Trade and other payzbles 569,011,744 704,733,836
Loans and borrowings 915,833,094 -
Finance lease payable - -
1,484,844,837 : 704,733,836
Non-current liabilities
Loans and borrowings = .

Finance lease payable

Financing arrangements
At the reporting date there were no unused borrowing facilities.

Foreign currency risk

The Enterprise is exposed to foreign currency risk as a result of certain transactions which are denominated in foreign currencies.

Exchange rate exposures are managed within approved policy parameters. The foreign currencies in which the Enterprise deals
primarily is US Dollars.

Comparative figures
Comparative figures have been presented as these are the first IFRS financial statements of the Enterprise. Certain comparative
figures have been reclassified to confirm with presentation requirements of IFRS.

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 assets and settlement of liabilities, contingent
obligations and commitments will occur in 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 2022 and on the profit for the period ended on that date, which have not
been adequately provided for or disclosed.

Date of Authorisation of the financial statements

The financial statements are authorised by the Chairperson of the Board of Directors and CEO of the Enterprise on 22 April 2025
The Board of Directors have the power to amend these financial statements after issuance.
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