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DEVELOPMENT AND HOTEL COMPANY (¢
REPORT OF THE MANAGEMENT
FOR THE YEAR ENDED 30 JUNE 2024

Management has the pleasure of presenting its report on the affairs of Development and Hotel Company
(DHC) ("The Company") together with the financial statements for the year ended June 30, 2024. This
report discloses the financial performance and state of affairs of the Company.

Incorporation:
Addis Ababa, Ethiopia

Operating results

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

The Company's results for the year ended June 30, 2024 are set out on page 4. The summarized results
are presented below.

June 30,2024 June 30,2023
ETB ETB
Revenue 256,517,317 191,169,665
Profit before income tax 193.056.260 142,949,559
Income tax expense 54,287,788 44,148,597
Profit for the vear 138.768.472 98.800.,962
Deferred income 1.724.062 1.797.358
Total Comprehensive income 140.492.534 100,598.320

The Management who held office during the year and to date of this report are set out on page i.

Teserra Kifetew Shewangizaw Gutema
Head .Office of Board of Directors Finance Manager
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DEVELOPMENT & HOTEL COMPANY (S.C.)
STATEMENT OF MANAGEMENT'S RESPONSIBILITIES
FOR THE YEAR ENDED 30 JUNE 2024

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

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

The Managemennt is responsible that the financial statements have been prepared in accordance
with International Financial Reporting Standards as issued by the International Accounting
Standards Board.

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

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

Signed on behalf of the Management by:

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

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Development and Hotel Company (the company),
which comprise the statement of financial position as at 30 June 2024, and statement of profit or
loss and other comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and notes to the financial statements, including material
accounting policy information.

In our opinion, the accompanying financial statements present fairly, in all material respect, the
financial position of the Company as at 30 June 2024 and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs).

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion; we do not
provide a separate opinion on these matters. We have determined that there are no key audit
matters to communicate in our report.
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INDEPENDENT AUDITOR’S REPORT TO THESHAREHOLDER OF
DEVELOPMENT AND HOTEL COMPANY (SHARE COMPANY (continued)

Report on the Audit of the Financial Statements (continued)

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

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

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

e 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 Company’s internal control.

Ase
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDER OF
DEVELOPMENT AND HOTEL COMPANY (SHARE COMPANY (continued)

Report on the Audit of the Financial Statements (continued)

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

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

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

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

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

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

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is W/ro Kokeb
Sime.
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DEVELOPMENT AND HOTEL COMPANY (S.C.)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2024

Notes
INCOME
Revenue 7
Other Income 8
EXPENSES
Adminstartion Expense 9
Board Fees
Audit Fee
PROFIT BEFORE TAX
Income Tax Expense 18

Profit after tax for the year
Add: Deferred Income 16

Total comprehensive income

62,270,057
313,500

877.500

2023

Birr Birr
238,641,679 189,390,440
17,875.638 1,779,225
256,517,317 191,169,665
47.892.606
155,000
172,500
63.461.057 48.220,106
193,056,260 142,949,559
54,287,788 44,148,597
138,768,472 98,800,962
1,724,062 1,797,358
140,492,534 100,598,320




DEVELOPMENT AND HOTEL COMPANY (5.C.)
STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2024

ASSETS

NON-CURRENT ASSETS
Property, Plant and Equipmenet
Trade Receivables - Long Term
Treasury Notes

Total Non-Current Assets

CURRENT ASSETS
Staff debtor

Trade Receivables
Deposit and Prepayments
FIXED TIME deposit
Cash and Bank Balances

Total Current Assets
TOTAL ASSETS

EQUITY AND LIABILITIES
CAPITAL AND RESERVES
Capital

Legal Reserve

General Reserve

Revaluation reserve

Retained Earnings

Total Equity and Reserves

NON-CURRENT LIABILITY
Deferred Tax Liability

CURRENT LIABILITIES
Creditors and Accruals
Profit tax payable

State Dividend

Industrial Development Fund

Total Current Liability
TOTALLIABILITY AND EQUITY

Notes

10
11

12
13
14
15

17
18
19
20

2023

Birr Birr
1,161,979,128 1,145,144,029
93,610,597 71,123,696
1,255,589,725 1,216,267,725
3,000
115,588,117 114,129,300
22,310 22,310
309,280,574 260,410,327
19,889,863 28,308,844
444,780,864 402,873,781
1,700,370,589 1,619,141,506
20,228,479 20,228,479
4,045,696 4,045,696
970,194 970,194
102,695,040 102,695,040
594,516,846 592,792,784
722,456,255 720,732,193
226,490,401 228,214,463
2,752,188 1,270,047
54,287,788 44,148,644
198,096,425 170,119,169
496,287,531 454,656,990
751,423,933 670,194,850
1,700,370,589 1,619,141,506
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DEVELOPMENT AND HOTEL COMPANY (S.C.)

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2024

Cash Flows from Operating Activities
Profit(Loss) before Taxation
Adjustment for:
Income tax paid
Investment Income
Depreciation of PP&E

Movement in Working capital

Increase (decreasse) in Trade Receivables

Increase (decreasse) Trade Receivables - Long Term

Treasury Notes

Increase (decreasse) Creditors and Accruals
Cash generated from operations
Net Cash flows from operating Activities
Cash Flow from Investing Activities

Interest Received

Purchase of PP&E

Proceeds from sale of PP&E
Net Cash used in Investing Activities
Cash Flows from Financing Activities

Dividend Paid
Net Cash used in Financing Activities
Increase (Decrease) in Cash and Cash Equivalents
Cas and Cash Equivalents at begninning of period
Cash and Cash Equivalents at end of period

Components of Cash and Cash Equivalens

Cash and Bank Balance
Fixed Time Deposit

Birr
193,056,260

(44,148,644)

2023
Birr

142,949,559

(18,722,692)

(17,875,638) (1,778,760)
47,216,659 41,836,872
178,248,637 164,284,980
(1,455,817) (72,342,825)
(22,486,901) 62,778,390
| 259,948,000
1,482,141 459,130
(22,460,577) 250,842,694
155,788,060 415,127,674
17,875,638 1,778,760
(64,377,844) (139,814,596)
326,087 1,203,397
(46,176,119) (136,832,439)

(69,160,673)

(43,616,043)

(69,160,673)

(43.616,043)

40,451,266 234,679,192
288.719,171 54,039,979
329,170,437 288,719,171

19,889,863 28,308,844
309,280,574 260,410,327

329,170,437

288,719,171




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

1 COMPANY INFORMATION

Development & Hotel Company S.C. (DHC) was established in the year 1961 E.C. to
engage in hotel development and associated business. The Company is the owner of Hilton
Addis Ababa which it leases to Hilton International under a lease agreement for 20 years
with the right to extend the term for three successive periods of ten years. The initial
agreement has expired as at 31 December 2019. The Company and the Lessee agreed to
extend the rental period for another additional three years till 31 December 2025.By
virtue of this, the supervision and monitoring of the operations of the Hotel as a whole has
been entrusted to the Company. The Company is located in Addis Ababa Ethiopia.

DHC became a wholly-owned subsidiary of Ethiopian Investment Holdings (EIH) through
Proclamation No. 1263/2021 and Regulation No. 487/2022. EIH is a federal government
body focused on optimizing investment value by managing state-owned enterprises and
assets, while also attracting further investments. Its headquarters is in Addis Ababa, with
potential branch offices inside or outside Ethiopia.

2 BASIS OF PREPARATION AND COMPLIANCE

2.1 Statement of compliance

These financial statements, including comparatives, have been prepared in accordance with
International ~ Financial ~ Reporting Standards  (IFRS) as issued by the
International Accounting Standards Board (IASB) applicable to a going concern,
which contemplates the realization of assets and settlement of liabilities in the normal
course of business.

2.2 Basis of Preparation

These financial statements have been prepared on a historical cost basis, except for
financial instruments classified as financial instruments at fair value through profit and
loss, which are stated at their fair value and assets classified as held for sale, which are
measured at fair value less cost to sell. In addition, these financial statements have been
prepared using the accrual basis of accounting except for cash flow information.

2.3 Going Concern

The directors have reviewed the Company’s operational and cash flow forecasts. On the
basis of this review, after making enquiries, and in the light of the current financial
position, the existing banking facilities and other funding arrangements, the directors
confirm that they have a reasonable expectation that the Company have adequate
resources to continue in operational existence for the foreseeable future.

8



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

2.4  Fiscal year

The Company’s fiscal year runs from Julyl to June30. These financial statements are for
the year 2023/24 with comparative figures of 2022/23.

2.5  Significant Accounting Judgments, Estimates, and Assumptions

The preparation of financial statements in conformity with IFRS requires the
management of the Company to make judgments, estimates and assumptions which affect
the reported amount of the Company’s assets, liabilities, income, expenses, and related
disclosures. Judgments, assumptions and estimates are based on historical experience,
expectations, current trends and other factors that management believes to be relevant
at the time at which the Company’s financial statements are prepared. Management
reviews, on a regular basis, the Company’s accounting policies, assumptions, estimates and
judgments in order to ensure that financial statements are presented fairly and in
accordance with IFRS. Critical accounting estimates are those that have a significant risk
of causing material adjustments and are often applied to matters or outcomes that are
inherently uncertain and subject to change. As such, management cautions that future
events often vary from forecasts and expectations and that estimates routinely require
adjustments. Judgments, estimates and assumptions where there is significant risk of
material adjustments to assets and liabilities in future accounting periods include the
useful lives of property, plant. and equipment, useful-life of intangible assets, impairment
of financial assets, the recoverability of the carrying value of retentions, recognition of
revenues and allocation of transaction prices, the recognition and valuation of provisions
for constructions and environmental liabilities, and the recoverability and measurement of
deferred tax assets and liabilities. Actual results may differ from those estimates and
assumptions.

3 NEWSTANDARDS AND INTERPRETATIONS EFFECTIVE AND ADOPTED
IN THE CURRENT YEAR

The following standards and interpretations are effective beginning on or after 1 January,
2024,

— Classification of liabilities as current or non-current - Amendment to IAS 1

— Deferred tax related to assets and liabilities arising from a single transaction-

— Amendments to IAS 12

— Disclosure of accounting policies: Amendments to IAS 1 & IFRS practice statement 2

— Definition of accounting estimates: Amendment to IAS 8

— IFRS 17 insurance contracts.
The Company has assessed the impact of the changes and concluded that they do not have a
material effect on the financial statements for the period ending 30 June 2024.



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

In previous periods a number of new standard & amendments to standards and interpretations
are Effective for the accounting periods beyond the scope of these financial statements and
none of these is expected to have a significant effect on the financial statements of the
Company except the following set out below.

| IFRS 9: Financial Instruments

IFRS 9 replaced IAS 39. The new standard addresses the classification, measurement and
de recognition of financial assets and financial liabilities, introduces a new impairment
model for financial assets.

DHC financial assets comprising operating lease receivables, other trade receivables
(excluding prepayments). DHC has assessed that these financial assets meet the conditions
for classification and measurement at amortized cost under IFRS 9.

Accordingly, there is no impact on the measurement of DHC financial assets at amortized
cost. Besides, there is no impact on DHC financial liabilities as the new requirements only
affect the accounting for financial liabilities that are designated at fair value through profit
or loss and DHC does not have such liabilities of si gnificant value.

The new impairment model under IFRS 9 requires the recognition of impairment provisions
based on expected credit losses (ECL) rather than only incurred credit losses, as is the case
under IAS 39. It applies to trade receivables and other financial assets. For financial assets
comprising of operating lease receivables and other trade receivables, DHC adopted the
simplified approach allowed under IFRS 9, under which lifetime expected loss allowance is
estimated to calculate provision. This change did not have any significant impact on the
loss allowance for these financial assets compared to the previous methodology.

Prepayment features with negative compensation (Amendment)

The Amendment to IFRS 9- Financial Instruments is effective for annual reporting periods
beginning on or after 1 January 2019 with earlier application permitted. The Amendment
allows financial assets with prepayment features that permit or require a party to a contract
either to pay or receive reasonable compensation for the early termination of the contract
(so that, from the perspective of the holder of the asset there may be ‘negative
compensation’), to be measured at amortized cost or at fair value through other
comprehensive income. The Company’s management is in the process of assessing the
impact of the amendments of IFRS 9 to ensure the correct and consistent application of the
standard in conjunction with entry into force of IFRS 17, regarding the insurance contracts.

10



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

11 IFRIC Interpretation 23: Uncertainty over Income Tax Treatments

The Interpretation is effective for annual periods beginning on or after 1 January 2019 with
earlier application permitted. The Interpretation addresses the accounting for income taxes
when tax treatments involve uncertainty that affects the application of IAS 12. The
Interpretation provides guidance on considering uncertain tax treatments separately or
together, examination by tax authorities, the appropriate method to reflect uncertainty and
accounting for changes in facts and circumstances. The Company's management is in the

process of assessing the impact of the new standard on its financial statements.

1 The Annual Improvements to IFRSs 2018 — 2020 Cycle

The IASB has issued the Annual Improvements to IFRSs 2018 — 2020 Cycle which is a
collection of amendments to IFRSs. The amendments are effective for annual periods
beginning on or after 1 January 2022.The impact of the amendments is not material.

IV IFRS 15 Revenue from Contract with Customers

[FRS 15 was issued in May 2014 and establishes a five-step model to account for revenue
arising from contracts with customers. Under I FRS 15, revenue is recognized at an amount
that reflects the consideration to which an entity expects to be entitled in exchange for
transferring goods or services to a customer. This standard deals with revenue recognition
and establishes principles for reporting useful information to users of financial statements
about the nature, amount, timing and uncertainty of revenue and cash flows arising from an
entity's contracts with the customers. Revenue is recognized when a customer obtains
control of a good or service and that has the ability to direct the use and obtain the benefits
from the good or service.

The standard replaces IAS 18 'Revenue' and IAS 1 1 'Construction contracts' and related
interpretations. The standard is effective for annual periods beginning on or after | January
20 I 8 and earlier application is permitted. The Company chose to early adopt the standard.
Since the main income generating Scheme of the company falls under the provision of
IFRS 16, the impact of IFRS 15 on preparation and presentation of financial statement is
quite minimal.

11



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

A% IFRS 16 Leases

This standard was issued in January 2016 (Effective 1 January 2019). It sets out the
principles for the recognition, measurement, presentation and disclosure of leases. The
objective is to ensure that lessees and lessors provide relevant information in a manner that
faithfully represents those transactions. The standard introduces a single lessee accounting
model and requires a lessee to recognize assets and liabilities for all leases with a term of
more than 12 months, unless the underlying asset is of low value. A lessee is required to
recognize a right-of-use asset representing its right to use the underlying leased asset and a
lease liability representing its obligation to make lease payments. It also substantially
carries forward the lessor accounting requirements in IAS.

Early application option for the standard is available and the Company chose to early adopt
the standard. Since almost all lease arrangements the Company has an operating leases and
the requirement of the new standard when it comes to operating lease is quite similar to the
pervious practice of the Company, the impact of IFRS 16 on the preparation and
presentation of financial statement is minimal.

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The DHC describes the accounting policies applied in each of the individual notes to the
financial statements and avoids repeating the text of the standard, unless this is considered
relevant to the understanding of the note’s content. The principal accounting policies
applied in the preparation of these financial statements are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated.

4.1 Revenue

Revenue is recognized to the extent that it is probable that the economic benefit arising
from the ordinary activities of the Company will flow to the Company, that revenue can be
measured reliably and that the recognition criteria, for each type of revenue-generating
activity have been met. Revenue is measured at the fair value of the consideration received
or receivable. Revenue is shown, exclusive of value added tax. rebates and discounts after
eliminating effects of transactions within the branch.

In accordance with the lease agreement, DHC's share of profit currently is 75% of the Gross
Operating Profit as per article #3 of the Amendment of Agreement dated May 20, 1991,
The annual lease revenue is received in two installments, being at the end of August &
February of each year.

12



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

Revenue is recognized in accordance with IFRS 15. In this case revenue is recognized when
the lesser (DHC) satisfies its performance obligation under the Operating lease for the
year based on the price of the yearly annual lease (share of profit).

4.2  Operating expenses

As per the conceptual framework expenses are recognized when a decrease in future
economic benefits related to a decrease in an asset or an increase of a liability has arisen
that can be measured reliably. This means, in effect, that recognition of expenses occurs
simultaneously with the recognition of an increase in liabilities or a decrease in assets (for
example, the accrual of employee entitlements or the depreciation of equipment). [F 4.49].
DHC Operating expenses are recognized in profit or loss as per this definition.

4.3 Property, plant, and equipment

Property, Plant, and equipment are a long term asset that is primarily held for use by
Company for its ordinary operations. Property, Plant, and equipment are treated as non-
current investments and are carried at cost less accumulated depreciation and any
recognized impairment in value.

4.3.1 Component of costs of Property, plant and equipment

The cost of Property, plant and equipment includes expenditure that is directly attributable
to the acquisition or construction of the items and subsequent costs incurred to replace parts
that are eligible for capitalization. Dismantlement, removal or restoration costs are included
as part of the cost of Property, plant and equipment if the obligation for dismantlement,
removal or restoration is incurred as a consequence of acquiring or using the asset.

4.3.2 Transaction costs

Costs directly attributable to an acquisition or construction of an asset are included as part
of the cost of acquisition.

4.3.3 Measurement
Property, plant and equipment of the Company are valued at acquisition or manufacturing

costs less accumulated depreciation and impairment losses. However, Freehold land is
stated at revalued amount less accumulated impairment losses
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4.3.4 Depreciation

Items of Property, plant and equipment are generally depreciated to its estimated residual
value over its expected useful life on a straight-line basis. Depreciation commences when
the asset is available for its intended use by management. The useful lives, depreciation
method and residual values of Property, plant and equipment, if significant, are reviewed
and adjusted annually. Changes resulting from the reassessment are accounted for
prospectively as changes in estimates.

The residual values are estimated based on useful lives as well as other available
information. The useful lives are estimated, by management, based on historic analysis and
other available information. The useful life of an asset is the period in which the Company
expects to utilize the benefits embodied in the assets, and not necessarily the assets’
economic life. Useful lives of assets are reviewed annually.

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

The useful life of assets for the purposes of depreciation at DHC is as follows:

Years
Buildings 50
Water Well 20
Office Furniture and Fixtures 10
Special Auxiliary Equipment’s 10
Motor Vehicles 10

Computer and Information Systems 3

4.3.5 Impairment

Property, plant, and equipment are reviewed for possible impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. If any indication of impairment exists, an estimate of the asset’s recoverable
amount is calculated. The recoverable amount is determined as the higher of the fair value
less direct costs to sell and the asset value in use (being the present value of the expected
future cash flows of the asset). An impairment loss is recognized for the amount by which
the carrying amount exceeds its recoverable amount.
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For the purpose of impairment testing of these assets, recoverable amount is determined on
an individual asset basis unless the asset does not generate cash flows that are largely
independent of those from other assets. If this is the case, recoverable amount is determined
for the CGU to which the asset belongs to.

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

4.3.6 Subsequent expenditure

Subsequent expenditure relating to Property, plant and equipment that has already been
recognized is added to the carrying amount of the asset when it is probable that future
economic benefits, in excess of the standard of performance of the asset before the
expenditure was made, will flow to the Company and the cost can be reliably measured.
Other subsequent expenditure is recognized as an expense during the financial year in
which it is incurred.

4.3.7 De-recognition/Disposal

An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected from its use. Gains and losses on disposals are determined
by comparing disposal proceeds with the carrying amount of the disposed asset and are
recognized within other income in the income statement in the period the disposal occurs.

4.3.8 Development Asset (Asset under Construction)

Development asset (asset under construction) are property, plant and equipment being
constructed or developed for future own use. They are stated at cost less accumulated
impairment losses, until construction or development is completed, at which time they are
reclassified to be accounted for as property. plant and equipment. Cost capitalized includes
cost of land and other directly related development expenditure, including borrowing costs
incurred in developing the properties.
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4.4  Borrowing costs

Borrowing costs incurred to finance the development of asset are capitalized during the
period of time that is required to complete and prepare the asset for its intended use. Other
borrowing costs are recognized on a time-proportion basis in the income statement using
the effective interest method. The amount of borrowing cost capitalized on that asset is the
actual borrowing costs incurred during the period less any investment income on the
temporary investment of those borrowings.

4.5  Investment property

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

4.6 Assets held-for-sale

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

Impairment losses recognized on initial classification as held-for-sale and subsequent
profits and losses on re-measurement are recognized in profit or loss. A gain is recognized
for any subsequent increases in fair value less costs to sell of an asset (or disposal group),
but not in excess of any cumulative impairment loss previously recognized. Assets held for
sale are no longer depreciated or amortized.

4.7 Leased Assets

All lease contracts entered by the Company (as a lessor or lessee) are accounted for as
prescribed by IFRS 16.
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A The Company as a lessee

A lease contract is assessed by the Company to identify whether a contract contains
a lease, based on whether 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 Company assess
whether: a) the contract involves the use of an identified asset- where the asset is explicitly
and implicitly specified in the contract and either physically separate from others or
represent substantially all of the capacity of physically distinct asset b) the Company has the
right to obtain substantially all of the economic benefits from use of the asset throughout the
period of use; and c) the Company has the right to direct the use of the asset.

At commencement or on modification of a contract that contains a lease component, the
Company allocates consideration in the contract to each lease component on the basis of its
relative stand-alone price.

The Company recognizes a right-of-use of asset and a lease liability at the lease
commencement date. The right-of- use asset is initially measured at cost, which comprises
the initial amount of the lease 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 any improvements made to branches or office premises.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term.in addition, the right-of-use asset is
periodically reduced by impairment losses, if any, and adjusted for certain re-measurement
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, and the Company’s incremental borrowing
rate. Generally, The Company uses its incremental borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise the fallowing

— fixed payments, including in-substance fixed payments;

— Variable lease payments that depend on an index or a rate, initially measured using the
index or rate as the commencement date;

— Amounts expected to be payable under a residual value guarantee; and

The lease liability is measured at amortized cost. it is remeasured when there is a change in
future lease payments arising from a change in an index or rate, if there is a change in the
Company’s estimate of the amount expected to be payable under a residual value guarantee,
if the Company changes its assessment of whether it will exercise a purchase, extension or
termination option or if there is revised in-substance fixed lease payment.
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B Company as a lessor

When the Company acts as a leaser, it determines at lease inception whether the lease is a
finance leases or operating lease. To classify each lease, the Company 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 Company
considers certain indicators such as whether the lease is for the major part of the economic
life of the assets.

All leases where the Company transfers risks and benefits of the asset, and are for periods
longer than 75% of the asset's estimated useful life are accounted as financing leases. In
this case the leased asset will be derecognized and a receivable is recognized. If none of
the above criteria are fulfilled the lease is recognized as an operating lease in which only
rental income is recognized.

The Company applies de-recognition and impairment requirements in IFRS 9 to the net
investment in the lease. The Company further regularly reviews estimated unguaranteed
residual values used in calculating the gross investment in the lease.

DHC has entered into a lease contract with Hilton International. According to the contract
Hilton International uses all the assets building, infrastructure, equipment, furniture
glassware and all the assets in return Hilton International pays 75% of its gross operating
profit to DHC in two installments.

The lease agreement as an operating lease, in which all the assets records, are kept with
Company. The Company accounts the depreciation expense. Even if, the lease agreement
satisfies most of the conditions considered for finance lease under IFRS 16:63, the
agreement also fails to satisfy the basic definition set for the finance leases. Substantial
transfer of the risks and the rewards associated with the asset. This is because the rent
amount is dependent on the operating gross profit of Hilton International which, in effect,
leaves the risk and reward of the assets i.e. the possibility of losses from idle capacity or
technological obsolescence and of variations, in the future economic benefits expected to
flow to the entity due to changing conditions, with the Company. Besides, the agreement
does not require transfer of title to Hilton International. Last but not least, accounting the
lease as an operating lease keeps the PPE records within Company which maintains the
control of the assets.
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C Operating Lease

The Company recognizes lease payments from operating leases as income on a straight-line
basis. The Company recognizes Income from Operating lease on Monthly basis.
The Company account for a modification to an operating lease as a new lease from the
effective date of the modification, considering any prepaid or accrued lease payments
relating to the original lease as part of the lease payments for the new lease.

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

The Company has elected not to recognize right-of-use assets and lease liabilities for lease
of low value assets and short-term leases. The Company recognizes the leases payments
associated with these leases as an expense on a straight-line basis over the lease term.

4.8 Financial Instruments

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

A Recognition

A financial assets and financial liabilities are recognized when the Company becomes a party
to the contractual provisions of the financial instruments.

B Classification

All financial Instruments need to be classified as one of the following: those to be measured
subsequently at fair value (either through OCI or through profit or loss), and those to be
measured at amortized cost. The classification depends on the Company’s business model
for managing the financial assets and the contractual terms of the cash flows. Cash
equivalent, short term receivables and payables are measured at their carrying values due to
the short-term maturity of these instruments.

Assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest are measured at amortized cost. Interest
income from these financial assets is included in finance income using the effective interest
rate method. Any gain or loss arising on de-recognition is recognized directly in profit or
loss and presented in other gains/ (losses) together with foreign exchange gains and losses.
Impairment losses are presented as separate line item in the statement of profit or loss.
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All current financial assets the Company has are classified under amortized cost. The
Company Adopts the expected credit losses model of IFRS 9. The Company uses amortized
cost to measure its financial assets along with providing for impairment allowance as per
the requirement of IFRS 9. For its lease receivables and other financial assets, the
Company measures the loss allowance at an amount equal to lifetime expected credit losses
using provision matrix. The provision matrix is based on default rates in conjunction with
more forward-looking information that is reasonably available without undue cost or effort.
At every reporting date, the default rate is updated to reflect current and forecast
credit conditions if there are conditions that indicate default rates have changed. In cases
where fair value is determined using data which is not observable, the difference between
the transaction price and model value is only recognized in the profit or loss when the
inputs become observable, or when the instrument is derecognized.

C De-recognition

A financial asset (or, where applicable a part of a financial asset or part of a group of
similar financial assets) is primarily derecognized (i.e. removed from the Company's

statement of financial position) when:
— The rights to receive cash flows from the asset have expired, or
— The Company has transferred its rights to receive cash flows from the asset or has

assumed an obligation to pay the received cash flows in full without material delay
to a third party under a 'pass-through' arrangement; and either
(a) The Company has transferred substantially all the risks and rewards of the asset, or
(b) The Company has neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the asset.

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

Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum amount
of consideration that the Company could be required to repay.

A financial liability is derecognized when the contractual obligations are discharged or
cancelled or expired. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified. such an exchange or modification is treated as de- recognition of the
original liability and the recognition of a New liability, and the difference in the respective
carrying amounts is recognized in profit or loss.
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D Impairment of financial instrument

DHC assesses at each reporting date financial asset or a group of financial assets
impairment, which is calculated based on expected loss on the future those loss event has
an impact on the estimated future cash flows of the financial asset or group of financial
assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a group of debtors are
experiencing significant financial difficulty, default or delinquency in interest or principal
payments, the balance aged more than a year, the probability that they will enter bankruptcy
or other financial reorganization and where observable data indicate that there is a
measurable decrease in the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

4.8.1 Financial Asset

Financial asset is any asset that is cash or a contractual right to receive cash or another
financial asset from another entity. All financial assets except trade receivables are
recognized initially at fair value plus, in the case of financial assets not recorded at fair
value through profit or loss, transaction costs that are attributable to the acquisition of the
financial asset. Subsequently, the financial asset is measured at amortized cost.

Investments in equity instruments are measured at fair value. However, if insufficient more
recent information is available to measure fair value, or if there is a wide range of possible
fair value measurements, the Company uses cost to measure the investments as it represents
the best estimate of fair value within the available ranges.

A Cash and Cash Equivalent

Cash and cash equivalents include cash on hand, deposits with financial institutions and
bank overdrafts. Bank overdrafts are included in borrowings on the statement of financial
position. Cash equivalents also comprises short term liquid investment with maturity periods
of three months or less, from the date of acquisition, including treasury bills when they
are deemed payable within three months.

B Trade receivables

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

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

D Other Receivables

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

4.8.2 Financial Liability
Financial liabilities are initially measured at fair value (the transaction price) using
effective interest rate. After initial recognition, all financial liabilities of the Company are
measured at amortized cost. The fair values of trade payables of the Company are similar
with their transaction price.

Trade payables

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

B Accruals

Accruals are liabilities to pay for goods or services that the Company received but not yet
been billed for.

C Contract liability

Contract liability is obligation of the Company to transfer goods or services to its customer
for which the Company has received consideration (or the amount is due) from the
customer. Upon receipt of prepayment from a customer, the Company recognizes a contract
liability in the amount of the prepayment for its performance obligation to transfer, or to
stand ready to transfer, goods or services in the future. The Company derecognizes the
contract liability (and recognizes revenue) when it transfers the promised goods or services,
thus, satisfies its performance obligation.

4.9  Provisions, Contingent Assets and Contingent Liabilities

Provisions comprise liabilities of uncertain timing or amount that arise from construction,
environmental, litigation and other risks. Provisions are recognized when the DHC has a
legal or constructive obligation stemming from a past event and when the future cash
outflows can be reliably estimated.
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Contingent assets and liabilities are possible rights and obligations that arise from past
events and whose existence will be confirmed only by the occurrence or non-occurrence of
one or more uncertain future events not fully within the control of the Company. The
type and treatment of provisions and contingencies of the Company are described
hereunder.

Legal contingencies

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

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

4.10 Inventories

Inventories are generally measured at the lower of cost (acquisition cost or manufacturing
cost to bring each inventory item to its present location and condition) and net realizable
value. Cost is determined on a weighted average basis. The cost of purchased goods
includes purchase price and any other cost to make ready for its intended use.
Net realizable value is the estimated selling price in the ordinary course of the business less
the estimated costs to complete the sale. As a Company aims at stabilizing the company.
given the current inflation the country is in and the ever weakling performance of the birr,
the costs of inventories are generally assumed to be lower than their NRYV.

4.11 Intangible assets

Intangible assets are stated at cost less accumulated amortization and impairment losses.
Cost is usually determined as the amount paid by the Group. Amortization is recognized
together with depreciation in profit or loss. Intangible assets with indefinite lives are not
amortized
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4.12 Employee benefits
4.12.1 Defined contribution benefits

The Company has an employee benefit scheme which follows the Labor Proclamation No.
377/2003. The Company has a defined Contribution plan post-employment scheme in line
with the provisions of Ethiopian pension of private organization employee’s proclamation
715/2011. Funding under the scheme is 7% and 11% by employees and the Company
respectively. The pension scheme is based on employees' monthly salary which needs to be
submitted to pension fund administered by the federal government. This pension scheme is
defined contribution plans where the Company’s legal or constructive obligation is limited
to the amount contributed to the fund. Contributions to the pension fund in respect of the
services rendered in a particular month are recognized as an expense in that period.

4.12.2 Severance

The Company effects severance payment as per the proclamation mentioned above for
employees which leave the organization on will after five and plus years of experience. The
Company treats the benefit scheme as other long term employee benefit. The Company uses
estimates, averages and computational short cuts to provide a reliable approximation of the
liability incurred on each year in relation to severance pay

4.12.3 Leave pay

Employee entitlements to annual leave are recognized when they accrue to employees. An
accrual is made for the liability for annual leave, as a result of services provided by
employees up to the reporting date.

4.12.4 Bonus plans

A liability for employee benefits in the form of bonus plans is recognized as a provision as
past practice has created a valid expectation by employees that they will receive a bonus
and amounts can be determined before the time of issuing the financial statements. The
annual bonus is calculated based on the profit performance of the Company. The actual
bonus is approved by the board and is settled within a period of 12 months.
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4.12.5 Termination benefits

Termination benefits are payable to employees as per proclamation 715/2011 when
employment is terminated by the Company before the normal retirement date, or whenever
an employee accepts voluntary redundancy in exchange for these benefits. The Company
recognizes termination benefits when it is demonstrably committed to either: terminating
the employment of current employees according to a detailed formal plan without
possibility of withdrawal; or providing termination benefits as a result of an offer made to
encourage voluntary redundancy.

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

413 Income Taxes
4.13.1 Current income tax

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the tax authority, Ethiopian Revenues and
Customs Authority.

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

4.13.2 Deferred income tax

Deferred income tax is recognized. using the asset and liability method, on temporary
differences at the reporting date arising between the tax bases of assets and liabilities and
their carrying amounts for financial reporting purposes.

The carrying amount of deferred income tax assets, if any, is reviewed at the end of each
reporting period and recognized only to the extent that it is probable that sufficient taxable
profit will be available to allow all or part of the deferred income tax asset to be utilized.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to
apply to the year when the asset is realized or the liability is settled, based on tax rate that
has been enacted or substantively enacted by the end of the reporting period.
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4.13.3 Value added tax

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

except:

Where the value added tax incurred on a purchase of assets or services is not recoverable
from the taxation authority, in which case the value added tax is recognized as part of the
cost of acquisition of the asset or as part of the expense item as applicable; and receivables
and payables that are stated with the amount of value added tax included.

4.14  Presentation Currency, Function currency and Foreign Currency Translation

Items included in the financial statements of the Companies are measured using the
currency of the primary economic environment in which ' the Company operates (‘the
functional currency’),which is determined in accordance with the requirement of IAS 21.
The Company’s functional and presentation currency is the Ethiopian Birr.

The accounts recorded in foreign currencies have been translated into Ethiopian Birr on the
following basis:

a) financial assets and liabilities at the rate of exchange in effect at the balance sheet date;
b) non-financial assets and liabilities at the rates of exchange in effect on the respective
dates of transactions; and

¢) revenue and expenses at the exchange rates prevailing on the date of the transaction

Foreign exchange gains and losses resulting from the settlement of such transactions as
well as the translation of monetary assets and liabilities denominated in foreign currencies
are recognized in profit or loss in the period in which they occur.

4.15 Cash flow Statement

The cash flow statement is prepared using the indirect method. Changes in balance sheet
items that have not resulted in cash flows such as depreciation charges and other non -cash
items are adjusted to come up with cash flow from operating activities.

4.16 Government grants

Grants from the government are recognized when there is reasonable assurance that:
1. The Company will comply with the conditions attached to them; and 2. The grant will be
received.
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Government grants related to revenue are recognized on a systematic basis in the statement
of profit and loss over the periods necessary to match them with the related costs which
they are intended to compensate. Such grants are deducted in reporting the related expense.
Where the Company receives non-monetary grants, the asset is accounted for on the basis
of its acquisition cost. In case a non-monetary asset is given free of cost it is recognized at a
nominal value.

4.17 Related Party Transactions

Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial or operational
decisions, or one other party controls both. This definition includes subsidiaries, associates,
and joint ventures. The Company does not have subsidiary, associates or joint venture with
which it enters into a number of transactions.

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

Key management personnel

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

For the year are indicated below.

Year 2024 2023

Salary 1,221,720 842,556
Incentives (Bonus) 222.750 339.000
Total (Birr) 1.444.470 1,181,556

4.18 Events after the reporting date

There were no significant events after the reporting date to date of this report.
5 CAPITAL AND OTHER RESERVE
5.1  Capital

The company is wholly owned by the Federal Democratic Republic of Ethiopia. There are
no shares.
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3.2 Legal Reserve

The legal reserve is a statutory reserve. No further transfer needs to be made to it, since
the fund has reached its obligatory level of one fifth of the capital.

5.3 General Reserve

The general reserve is a free reserve available for distribution to the owner.

5.4 Revaluation Reserve

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

5.5  Retained earnings

It represents the previous accumulated profit available for distribution and the
revaluation adjustment of assets made upon conversion to IFRS.

6 FINANCIAL RISK MANAGEMENT

The Company’s activities expose it to a variety of financial risks: foreign exchange risk,
credit risk and liquidity risk. The Company’s overall risk management program seeks to
minimize potential adverse effects of these risks on the Company’s financial performance.
Risk management is carried out under policies approved by the Company’s board.

A Capital Management

The Company’s objectives in the managing the liquidity and capital structure are to
safeguard the Company’s ability to continue as a going concern and provide financial
capacity to meet its strategic objectives.( Generally speaking, in order to maintain or adjust
the capital structure, an entity may adjust the amount of dividends paid to shareholders.
return capital to shareholders, issue new shares, or sell assets to reduce debt.)

The legal requirements imposed on the Company puts restriction on the management to
freely manage the capital structure of the Company. It follows a conservative approach to
its statement of financial position assuming low levels of debt and maintaining substantial
cash balances.
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B Credit Risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a
financial instrument fails to meet its contractual obligations and arises principally from the
Company’s long-term receivables, trade and other receivables and cash and cash
equivalents maintained with financial institutions. The Company places its cash and cash
equivalents with Commercial Bank of Ethiopia, the biggest bank in the country. The maximum
exposure of the Company to credit risk at the reporting date is the carrying value of cash and
cash equivalents and other receivables.

C Liquidity Risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities that are settled by the delivery of cash or another
financial asset. The Company’s approach to managing liquidity is to ensure, as far as
possible, that it will have sufficient liquidity to meet its liabilities under both normal and
stressed  conditions, without incurring unacceptable losses or risking damage to its
reputation. The Company manages liquidity by maintaining adequate cash balances and
tracking the due dates of its operating and financing obligations. In addition, the Company
regularly monitors and reviews both actual and forecasted cash flows. It also deters certain
discretionary expenditures and measures to reduce operating costs in order to preserve working
capital.

D Foreign exchange risk

The Company’s operations are located in Ethiopia only and it is not as such exposed to
significant foreign exchange risk. However, it imports equipment and other materials from
abroad purchasing foreign currency from domestic banks mainly through letter of credit
arrangement. The letter of credit is settled at the exchange rate that prevails on the settlement
(clearance) date than on the date the letter of credit is opened. The Company is not
legally allowed to enter into any foreign currency contracts or other derivatives to
establish a foreign currency protection program.
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REVENUE

Share of Profit from Operations

OTHER INCOME

Income from Treasury note
Income from Time Deposit

Sundry income

ADMINSTARTIVE EXPENSE

Salaries and related benefits

Insurance

Land and BuildingTax
Office Rent
Communications
Handling Charges
Printing and Stationery
Repair & maintenance
Depreciation

Bank Charges
Transportation
Penality

Professional fee
Miscellaneous Expenses
Donations(CSR)

Total

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

2023

Birr Birr
238,641,679 189,390,440
238,641,679 189,390,440

Birr Birr
- 577,445
17,875,638 1,201,315
- 465
17,875,638 1,779,225

Birr Birr
1.563.708 1,283,718
749,027 742,958
11.282,868 622,477
1,180,000 526,188
43,425 59,072
41,941 132,670
27.636 9.762
25,050 14,400
47,216,659 41,836,872
3.141 1.511
64,800 64.800

31.800 -

- 200,000
35,891 41,598
4,110 2,356,581
62,270,057 47,892,606

30




DEVELOPMENT AND HOTEL COMPANY (S.C.)

NOTES TO THE FINANCIAL STATEMENTS (continued)

Account Description

Propery plant and equipment-Hilton
COST

Bulidings

Water Well

Office Furniture & Fixture

Special Auxiliary Equipment
Computer & Accessories

Operating Equipment

Motor Vehicle

Work in progress

PPE at D.H.C.
Office Furniture & Equipment
Computer & Accessories

PPE with out movement

Office Furniture & Equipment
Motor Vehicle owned by DHC

ACCUMULATED DEPRECIATION:
Acc. Depr. Building
Acc. Depr, Water Well
Acc.Depr. Office Furniture & Fixture
Acc. Depr. Special Auxiliary Equipment
Acc. Depr. Computer & Accessories
Acc. Depr. Vehicle

PPE at DHC

Acc.Depr. Office Furniture & Equipment
Acc. Depr. Computer & Accessories

Total accumlated depreciation

TOTAL NET BOOK VALUE

31

Balance at Balance at
30/June/2023 Disposals / 30/June/2024
Additions Transfers
ETB ETB ETB ETB

1,132,480.106 7,519,134 - 1,139,999,240
3.006.919 12,646,444 - 15,653,363
88.583.261 8,454,161 - 97.037,422
129,409,083 20,034,208 (326.087) 149,117,204
39,977,581 15,723,898 - 55,701,479
3,813,240 s - 3,813,240
34,003,287 - - 34,003,287
3.024.503 - - 3.024,503
1,434.297.980 64,377,844 (326.087) 1,498,349,738
54,168 - - 54,168
12,095 - - 12,095
1 - - 1
50 - - 50
1,434,364,294 64,377,844 (326,087) 1,498,416,052
102,915,520 17,999,838 120.915,358
1.052.422 510,386 1,562,808
48.854.719 9.615.467 58,470,185
68.493.610 13,401,092 81,894.702
34.414.903 5,151,273 39,566,176
33.471.184 532,075 34,003,259
10,295 4.649 14,944
7.612 1.880 9.492
289.220.265 47,216,659 336,436,924
1,145,144,029 1,161,979,127




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

10

11

12

The title of land is held in the name of Hilton Addis Ababa International Hotel under certificate No.cks 17/43/3228/00
dated 06 /03 /98 E.C, Kirkos sub city .kebele, 17.block 7, parcel 1,house No :1042, Site level 1-1.In the FDRE
Constitution, individuals or businesses only have the right to use land, as land legally belongs to the governemnt and
the public. we objectively valued the asset using the current fair market value and determined its value attached to the
buildings at Birr 102,695,040. For this DHC uses comparable recent lease transactions used by Addis Ababa City
Administration as a measure of fair value.

Trade Receivables - Long Term

This receivable arises from the reserve fund set aside for the replacement of and additions to furnishings and
equipment in the hotel leased to Hilton International Co. It is to be used for those purposes and any remaining
balancce, if any, shall be paid only at the end of the lease period.The amount provided on account of the reserve of
FF&E represents 10% of theRevenue in accordance with article 5 of the amendment Agreement made on 20 May
1991.

2023
Birr Birr
Addis Ababa Hilton - Provision for replacement of
FFE- Long Term 93.610,597 71,123,696

TRADE AND OTHER RECEIVABLES

The share of profit from Addis Ababa Hilton represents the percentage share of (75%) of the gross operatng profit
which is settled by Hilton in two istallments. on or before August 31 and end of Feb.of each fisical year.

Birr Birr
Addis Ababa Hilton - Share of profit 115.588.117 114,129,300
Sundry Debtors 10,151 10,151
Less: Provision for Sundry Debtors (10,151) (10,151)
115,588,117 114,129,300

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

13

14

15

DEPOSITS & PREPAYMENT

Utility deposit

FIXED TIME DEPOSIT

Birr

22,310

2023
Birr

22,310

22,310

22,310

The Company accounts its time deposit on amortized cost since it is a financial asset and more
specifically an investment that is held for collection of contractual cash flows that solely represent
payments of principal and interest on the principal amounts outstanding. As the market rate and
contractual rate is assumed to be equal and most importantly since the asset is typically a short term
one, amortizing the deposit is not necessary for logical and practical reasons,respectively.

CBE- Andinet Branch
CBE- Addis Ababa Branch

CASH AND BANK BALANCES

Cash at bank

Birr Birr
238,244,932 26
71,035,642 260,410,301
309,280,574 260,410,327

Birr Birr
19,889,863 28,308,844




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

16

17

DEFERRED TAX LIABILITY

Deprecation base carried for tax purpose
Deprecation base carried for report purpose

Temporary Difference
Deferred Tax Asset (Liability)

Deferred Income

CREDITORS AND ACCRUALS

Audit fee

Incentives

Telephone & internet pay.
Office rent

Annual leave pay

Tax payables

Sundary Creditors

34

2023
Birr Birr
304,316,084 281,734,114
1,059,284,087 1,042.,448,989
(754,968,003) (760,714,876)
(226,490,401) (228,214,463)
1,724,062 1,797,358
Birr Birr
172,500 157,500
1,151,750 929,000
3,304 _
1,180,000 _
196,935 148,636
39.699 26,911
8,000 8,000
2,752,188 1,270,047




DEVELOPMENT AND HOTEL COMPANY (S.C.)

NOTES TO THE FINANCIAL STATEMENTS (continued)

18 TAX LIABILITY

Profit before tax
Add: Dep per IFRS

Less: Dep per tax law

Tax at the appilacable rate of 30%

Tax effet of income not subject to taxation
Tax effect of income subject to taxation
Tax Expense of the Year

Tax Payable at the Beginning of the year
Paid during the year

Tax Payable for the year

19 STATE DIVIDEND

At the beginning of the year
Paid during the year
Current year payable (70%)
Total

20 INDUSTRIAL DEVELOPMENT FUND

At the beginning of the year
Current year payable (30%)
Total

21 DATE OF AUTHORIZATION

2023
Birr Birr
193,056,260 142,949,559
47,216,659 41,836,872
41,469,788 35,845,681
198,803,132 148,940,751
59,640,939 44,682,225
(5,362,691) (533,628)
9,540 -
54,287,788 44,148,597
44,148,644 18,722,739
(44,148,644) (18.722,692)
54,287,788 44,148,644
Birr Birr
170,119,169 154,454,635
(69,160,673) (43,616,043)
97,137,930 59,280,577
198,096,426 170,119,169
Birr Birr
454,656,990 415,136,605
41,630,542 39,520,385
496,287,531 454,656,990

The General Manager of the Company authorized the issue of these financial statements on 16

December 2024
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