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INDEPENDENT AUDITOR’S REPORT TO THE
SUPERVISING AUTHORITY OF
COMMERCIAL NOMINEES PRIVATE LIMITED COMPANY

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Commercial Nominees Private Limited Company
(the Company), which comprise the balance sheet as at 30 June 2021, and the profit and loss
account, 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.

[n our opinion, the accompanying financial statements @gﬁr@@y, in all material respects, the
financial position of the Company as at 30 June 2021 and its Tinancial performance and its cash

flows for the year then ended in accordance with International Financial Reporting Standards
[FRSs and the requirements of the Commercial Code of Ethiopia of 1960.

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 those requirements and 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 Matter

Key audit Matters are those matters that, in our Professional Judgement, were of most significant
in our audit of the financial statement of the current Period. These matters were addressed in the
context of our audit of the financial statement as a whole, and in forming our opinion thereon,
and we do not provide any separate opinion on these matters.
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INDEPENDENT AUDITOR’S REPORT TO THE
SUPERVISING AUTHORITY OF
COMMERCIAL NOMINEES PRIVATE LIMITED COMPANY (continued)

Key Audit Matter (continued)

Revenue recognition and an arm’s length transaction with the Parent company

Out of the total revenue of Birr 2,309,734,593, Birr 1,791,756,457 or around 78% of it is
recognized from the transaction made with the parent company (Commercial Bank of Ethiopia).
In this case there could be a risk of revenue understatement and income recognized from the
Bank may not be at an arm’s length. This relationship is discussed in the notes to the financial
statements of Note 36 as per the requirement of IAS 24 Related party transaction. our response to
this risk was to design an audit procedures focused on selected sample invoices to determine they
are recorded appropriately and the price agreed in the transaction between the two related parties
was the same as the price agreed in a comparable transaction between the Company and other
unrelated party. We discussed with management and also checked sample service income and
agreement with the Bank and income made to another unrelated Customers. Our testing didn’t
identify major differences with prices quoted for the Bank with that of other unrelated customers.
Overall, we found no major concerns in respect to revenue understatement and service income
earned from the Bank may not be at an arm’s length.

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

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs and in the manner required by the Commercial Code of Ethiopia of 1960,
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
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 financial reporting
process.

Auditors’ 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.
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INDEPENDENT AUDITOR’S REPORT TO THE

SUPERVISING AUTHORITY OF
COMMERCIAL NOMINEES PRIVATE LIMITED COMPANY (continued)

Auditors’ Responsibilities for the Audit of the Financial Statements (continued)

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

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

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company internal control.

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

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

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

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

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

SUPERVISING AUTHORITY OF
COMMERCIAL NOMINEES PRIVATE LIMITED COMPANY (continued)

Auditors' Responsibilities for the Audit of the Financial Statements (continued)

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
Banchiayehu Tamirat.

d{(_d-d,f Seureesn  Lorp Vel

10 September 2024
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REPORTS AND ANNUAL FINANCIAL STATEMENTS
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COMMERCIAL NOMINEES PRIVATE LIMITED COMPANY
REPORTS AND ANNUAL FINANCIAL STATEMENTS

REPORT OF THE MANAGEMENT

Management has the pleasure of presenting their report on the affairs of Commercial Nominees PLC ("the
Company") together with the financial statements for the year ended 30 June 2021, to the shareholders of
commercial nominees. This report discloses the financial performance and state of affairs of the Company.

This annual financial statement is prepared and presented for the shareholder of the Company which is
Commercial Bank of Ethiopia. The statement is a general purpose statement prepared with the intention of
helping the users of this financial statement to make an informed economic decision.

Incorporation and address

Commercial Nominees private limited company as formed in October 1965 with the main objective of
acting as trustee and in other fiduciary capacities. The company's head office is located in Addis Ababa and
there are branches in other parts of Ethiopia.

Operating results

The Company’s results for the year ended 30 June 2021 are set out on page 9. The profit for the year has
been transferred 1o retained earnings. The summarized results are presented below.

30-Jun-21 30-Jun-20

ETB ETB

Revenue 2.309.734.593 1.879.694.443

Profit before income tax 621.690.802 335.862.832

Income tax expense (183.241.292) (92.924.888)
Other comprehensive Income

Actuarial Gain or loss-defined Benefit Liability, net of income tax (963.112) (6.331.304)

Total comprghensive income for the year 437,486,398 236,606,640
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COMMERCIAL NOMINEES PRIVATE LIMITED COMPANY
REPORTS AND ANNUAL FINANCIAL STATEMENTS
STATEMENT OF MANAGEMENT'S RESPONSIBILITIES

The financial reporting proclamation 847/2014 requires the Company to prepare financial statements that
represent the state of affairs of the Company at the end of the financial year and the operating results of the
Company for that year by using International Financial Reporting Standards (IFRSs) as issued by the
International Accounting Standards Board ("IASB").

The Management is responsible for the preparation and presentation of these financial statements that give
useful information about the financial position of the Company at the reporting date and of its
comprehensive income in the manner required by the IFRS, 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, The responsibilities include;

a) designing, implementing and maintaining such intérnal control as they determine necessary to enable
the presentation of financial statements that are free from material misstatement, whether due to error or
fraud:

b) selecting suitable accounting policies supported by reasonable and prudent judgments and estimates,
that are consistently applied; and

¢} keeps proper accounting records that disclose, with reasonable accuracy. the financial position of the
Company.

The Management further accepts 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.

The rmanagement is of the opinion that the financial staterhents have been prepared in accordance with
International Financial Reporting Standards issued by the International Accounting Standards Board.

Nothing has come to the attention of the Management to indicate that the Company will not remain a going
concern for at least twelve months from the date of this statement.
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COMMERCIAL NOMINEES PRIVATE LIMITED COMPANY
STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE ,2021

ASSETS
Non-Current assets

Property, plant and equipment
Investment Property
Investment in subsidiary
Government bonds

Right to use an asset
Intangible asset

Deferred 1ax asset

Total non-current assets

Current assets

Stock

Trade debtors

Debtors and prepayments
Cash and cash equivalents

Total current assets

Total assets

Equity and Liabilities
Equity

Capital

Actuarial Gain or loss reserve
Legal reserve

Retained carnings

Total equity

Non-current liabilities

Long term employee benefit
Lease payable

Deferred tax liability

Total noncurrent liabilities

Current liabilities

Other payables

Short Term Employee Benefit
Lease Payable- Current Maturity
Currem Tax Liability

Total current liabilities
Total Liabilities And Equity

Note

4.1,
42,
4.3,
44,
45,
4.6,
47,

4.8.
4.9,
4.10,
4.11,

SR =1 = I - - E [ -}

p==1

-

13
14
15
16

17
18
19

21

2

23
24

25

26

As at 30 June
2021

131,706,029
104,300.916
1.017,388,513
3,000.000
397,600
2,076,165
28.451.429
1.287.320.652

46,812,933
271.996.300
69.694,595
964.176.217

1.352.680.045
2.640.000.697

1,195.496,000
(6.877,085)

70.430,614

433.996.007

1.693.045.536

64,805,760
340,800
686.738

65.833.298

618.839.808
60,534,721
56.800
201.690.533

881.121.862
2:640,000,697

As at 30 June
2020

189,820,956
24,241,760
1,024,846,278
1,000,000
454,400
688,267
20.755.469

1.261.807.130

58,049,582
171,056,170
63,145918
522.676.830

814.928.500
2.076,735.630

1.195.496.000
(5.913,974)

48.518.943

573.804,824

1.811.905.793

43.183.141
397,600

32.059

43,632,800

76.462.711
37.123.293
56,800
107.554.236

221,197.039
2.076.735,630



COMMERCIAL NOMINEES PRIVATE LIMITED COMPANY

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2021

Revenue
Cost of sales

Gross profit

Interrest income
Other income
Reversal-Expected Credit Loss

Operating Expenses

General and administrative expenses
Impairment Loss-Investment in Subsidiary
Expected Credit Loss

Finance cost

Total Operating Expenses

Profit before tax

Income tax expense

Profit after tax for the year

Other comprehensive Income

Items never to be reclassified to profit or loss

Actuarial Gain or loss-Remeasurment of defined Benefit Liability
Tax Income (Expense) on Actuarial Gain or loss

Remeasurment of defined Benefit Liability, net of income tax

Tatal comprehensive income

29
30

31
32

30

33

(35,825.661)
(7.457.765)

(43,283,426)

621,690,802

2021 2020

ETB ETB
2.309,734,393  1,879.694,443
1.693.089.801 1.572.666.458

616,644,792 307,027,984

25,797,795 4,159,269
20,980.278 54,291,336
1,551.363 2
664974228 365,478,589

(23.915.969)
(4,250.092)
(1.404.194)

(45.502)

(29,615,757)

335.862.832

(183.241.292)  (92.924.888)
438,449,510 242,937,944

(1,375.874)
412.762

(963.112)

(9.044,720)
2713416
(6.331.304)
¥ —



COMMERCIAL NOMINEES PRIVATE LIMITED COMPANY

STATMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE . 2021

Cash flows from Continued operating activities

Profit before tax

Adjustments for Non Cash Items
Expected Credit Loss

Impairment of Stock

Impairment in Subsidiary
Emplovee benefit

Depreciation and amortization

Movements in working capital

Decrease (Increase) in stock
Decrease (Increase) in Trade debtors
Increase (Decrease) in Other payable

Income Tax Paid
Net Cash in flows from operating activities

Cash flows from investing activities

Payment for acquisition of property. plant & equipment
Right to use an asset

Purchase of bend

Intangible asset

Net Cash out flows investing activities

Cash flows from Financing activities
Dividend tax and Other Adjsutments
Lease Payable

Dividend Declared

Net Cash out/in flow financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

021

4 £ 8

621,690,802
(1,551.363)

7.457,765
43,658,173
11.819.330

683.074.707

11,236,649
(105,937.445)
542.377.097
447,676,301

(95.753,513)

1.034.997.496

(33,439.519)

(2,000.000)
(1.655.137)

(37.094.656)

(66.875.334)
(56,800)
(489.471.322)

(556.403.456)
441,499,384
522 676.829

264,176,217

10

2020

335,862,833

1,404,194
79,034
4,250,092
26,805,890

11.287.007

379,689,050

(15,585.042)
134,420,751
(70.608.254)
48,227,455
(52.515.417)
375,401,087

(173.,109,608)
(511,200)
500,000
(199.500)

173.320.308

454,400

454.400
202,535,179
320.141.650

322,676,830



COMMERCIAL NOMINEES PRIVATE LIMITED COMPANY
STATMENT OF CHANGES IN EQUITY
FORTHE YEAR ENDED 30 JUNE , 2021

At1 July 2019

Actuarial gain or loss reserve
Profit for the year

Transfer to legal reserve

At 30 June 2020
Adjustment

Dividend tax

Dividend payable

Actuarial gain or loss reserve
Profit for the year

Transfer to legal reserve

At 30 June 2021

Gain or loss Retained
Legal reserve reserve Earnings Total
1,195,496,000 36,372,045 417,330 343,013,777 1,575,299,153
- - (6,331,304) - (6,331,304)
- - - 242,937.944 242,937,944
- 12,146,897 = (12,146.897) .
1.195496,000 48,518,943  (5,913.974) 573,804,824  1,811,905,793
- 37.352 - - 37.352
. . = (66.912.685) (66,912.685)
- - - (489.471.322 (489,471.322)
3 3 (963.112) - (963,112)
- - - 438.449.510 438,449,510
= 21.874.320 - (21.874,320) -
1,195,496,000 70,430,614 (6,877,085) 433,996,007 1,693,045,536




COMMERCIAL NOMINEES PRIVATE LIMITED
COMPANYNOTES TO FINANCIAL STATEMENTS

1 GENERAL INFORMATION

Commercial nominees P.L.C (CN) is a Company that delivers quality services to satisfy its customers
using its 33 existing branches and new branches 1o be opened soon and by using more than 35.000
outsourced employees. CN is a service rendering company engaged in the businesses of: local private
employment and management service, national distribution of Ethio Telecom products, real estate
/property/administration, property Lease, western union money transfer service, salary payment service,
CBE birr agent banking service, share dealing activities, provident and employees benefits funds
administration, Effecting different payments and disbursements, buving and selling flat and story
buildings, collection of varieties of bills and revenues and undertaking other outsourced business
services on behalf of our customers. Commercial Nominees is owned and controlled by its parent
Company- Commercial Bank of Ethiopia. The Company has Two subsidiaries.- Seda Textile PLC and
Bole Printing PL.C. The Company has direct and full control of its subsidiaries. The subsidiaries are
incorporated and domiciled in Ethiopia

2 BASIS OF PREPARATION

The financial statements for the vear ended 30 June 2021 have been prepared in accordance with
International Financial Reporting Standards ("IFRS") as issued by the International Accounting
Standards Board ("IASB"). The financial statements comprise the statement of profit or loss and other
comprehensive income, the statement of financial position, the statement of changes in equity, the
statement of cash flows and the notes to the financial statements.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires the management to exercise its judgment in the process of applying
the Company’s accounting policies. Changes in assumptions may have a significant impact on the
financial statements in the period the assumptions changed. The management believes that the underlying
assumptions are appropriate and that the Company's financial statements therefore present the financial
position and results fairly. The areas involving a higher degree of judgment or complexity, or areas
where assumptions and estimates are significant to the financial statements, are disclosed in note ia-
Ibelow, This Financial statement is prepared on Going concern Basis.

NEW STANDARDS, AMENDMENTS, INTERPRETATIONS ISSUED BUT NOT YET
EFFECTIVE

A number of new standards and amendments to standards and interpretations are effective for annual
periods beginning after 30 June 2021. The details of the new standards’Amendments along with their
effect on the financial statement of the company are listed below.

Amendments to IFRS 7, IFRS 9 an

3

The amendments to IFRS 9 Financial Instruments: Recognition and Measurement provide a number of
reliefs. which apply to all hedging relationships that are directly affected by interest rate benchmark
reform. A hedging relationship is affected if the reform gives rise to uncertainty about the timing and/or
amount of benchmark-based cash flows of the hedged item or the hedging instrument. These
amendments have no impact on the Company’s financial statements as there is no interest rate hedge
relationships.

IFRS 3 Definition of a Business

On 22 October 2018. the IASB issued 'Definition of a Business (Amendments to [FRS 3)' aimed at
resolving the difficulties that arise when an entity determines whether it has acquired a business or a
group of assets. The amendments are effective for business combinations for which the acquisition date
is on or after the beginning of the first annual reporting period beginning on or after 1 January 2020. The
amendment is not expected to have any effect on the financial statement of the Company.



COMMERCIAL NOMINEES PRIVATE LIMITED
COMPANYNOTES TO FINANCIAL STATEMENTS

Amendments to references to the conceptual framework in IFRS Standards

Together with the revised Conceptual Framework published inMarch 2018, the IASB also
issued Amendments to References to the Conceptual Framework in [FRS Standards. The amendments
are effective for annual periods beginning on or after 1 January 2020. The amendment is not expected to
have any effect on the financial statement of the Company.

Amendments to IAS 1 and 1AS 8 Definition of Materiality
On 31 October 2018, the 1ASB issued Definition of Material (Amendments to [AS 1 and 1AS 8)' to
clarify the definition of ‘material® and to align the definition used in the Conceptual Framework and the
standards themselves. The amendments are effective annual reporting periods beginning on or after |
January 2020. The amendment is not expected to have any effect on the financial statement of the
Company.
4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Introduction to summary of significant accounting policies
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.
This statements are separate financial statements of CN.
4.1 PROPERTY, PLANT AND EQUIPMENT

Property. plant and equipment and intangible assets of the company which appear on the statement of
financial position at the end of the reporting period are stated at cost, net of accumulated depreciation
and accumulated impairment losses, if any. Such cost includes the cost of replacing part of the property.
plant and equipment if the recognition criteria are met.

When significant parts of property, plant and equipment are required to be replaced at intervals. the
Company recognizes such parts as individual assets with specific useful lives and depreciates them
accordingly. All other repair and maintenance costs are recognized in income statement as incurred.
Subsequent costs are included in the asset's carrying amount or recognized as a separate asset. as
appropriate. only when it is probable that firture economic benefits associated with the item will flow to
the group and the cost of the item can be measured reliably. The carrying amount of the replaced part is
derecognized. Depreciation is calculated using the straight-line method to allocate their cost to their
residual values over their estimated useful lives. as follows:

PPE Depreciation Useful life Estimated Salvage
method Value
Buildings STL 50 10%
Motor vehicles STL 15 10%
Machinery STL 10 10%
Office furniture and equipment STL 5 5%
Computer and accessories STL 5 0%
Software STL 8 0%

The Company commences depreciation when the asset is available for use. Capital work-in-progress is
not depreciated as these assets are not yet available for use. They are disclosed when reclassified during
the vear. An item of property. plant and equipment and any significant part initially recognized is
derecognized upon disposal or when no future economic benefits are expected from its use.

4.1.1  GAINS AND LOSSES ON SALE

Net gains on sale of items of PPE are presented in profit or loss as other income. Net losses on sale are
reported as loss on disposal. Net gains and losses are recognized in profit or loss when the significant
risks and rewards of ownership have been transferred to the buyer. recovery of the consideration is
probable, the associated costs can be estimated reliably. and there is no continuing management
involvement with the PPE.

13



COMMERCIAL NOMINEES PRIVATE LIMITED
COMPANYNOTES TO FINANCIAL STATEMENTS

4.2 INVESTMENT PROPERTIES

Investment Properties of the company are stated at cost. net of accumulated depreciation and
accumulated impairment losses, if any. Such cost includes the cost of replacing part of the property if the
recognition criteria are met. Following an adjusting event where a rent agreement was signed between
Commercial Nominees and Commercial Bank of Ethiopia, a transfer was made for a rented out building
from Property, Plant and Equipment to Investment property. the Investment property is depreciated using
Straight line method for a period of 50 years. The Management was unable to measure the transferred
investment property at its fair value because it was not able to secure a title deed as a result of a-now
resalved technical issue

43 INVESTMENT IN SUBSIDIARY

The Company has Two subsidiaries.- Seda Textile PLC and Bole Printing PLC. The Company has direct
and full control of its subsidiaries. The Company uses the exemption on IFRS 10, paragraph 4 which is
available for entities that are wholly or partially owned by a parent company and doesn’t trade on public
markets. The Company is owned by Commercial Bank of Ethiopia which is also incorporated and
domiciled in Ethiopia. The Company’s subsidiaries are also controlied by Commercial Bank of Ethiopia
through the management of Commiercial Nominees. Commercial Bank of Ethiopia prepares consolidated
report as a parent company For its separate financial statement. the Company choose to account its
subsidiary using Equity Method.

4.4 GOVERNMENT BONDS

Government Bonds are recognized initially at fair value plus transaction costs that are attributable to the
acquisition of the financial asset. Following initial recognition, Goverment bonds are measured at
amortized cost.

45 LEASES (RIGHT TO USE AN ASSET-Company as a lessee)

At an inception of a contract, the Company assesses whether a contract is, 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 assets. the Company uses the definition of a lease in IFRS 16.This policy is
applied to contracts entered into before. on or after | July 2019 that were previously identified as leases.

At commencement or on modification of @ 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. The right-of-use of asset is initially measured at cost.
which comprises the initial amount of the lease liabil-ity adjusted for any lease payments made at or
before the commencement date. plus any initial direct costs incurred and an estimate of costs 10
dismantle and remove any improvements made to branches or office premises.

Company as a lessor and recognition of Operating Lease

At inception or on modification of a contract that contains a lease component, the Company allocates the
consideration in the contract to each lease component on the bases of their relative stand-alone selling
prices.

When the Company acts as a lessor, it deterniines at lease inception whether the lease is a finance lease
or an operating lease,

To classify each lease, the Company makes an overall assessment of whether the lease transfers
substan—tially 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 asset.
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4.6 INTANGIBLE ASSETS

Intangible assets of the company (Most of them are different Software’s) which appear on the statement
of financial position at the end of the reporting period are stated at cost, net of accumulated depreciation
and accumulated impairment losses, if any. The company follow cost model for both initial and
subsequent periods recognition.
4.7 DEFERRED TAX ASSET
Delerred tax asset is recognized on temporary ditierences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statement. Deferred tax asset is determined using
tax rates (and laws) that have been enacted or substantively enacted by the balance sheet date and are
expected to apply when the related deferred tax asset is realized. Deferred tax assets are recognized only
to the extent that it is probable that future taxable profit will be available against which the temporary
differences can be utilize. 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 tax assets and
liabilities relate to income taxes levied by the same taxation authority on either the same taxable entity or
different taxahle entities whare there is an intention to settle the halances on a net hasis.
4.8 INVENTORIES
Inventories are measured at the lower of cost and Net Releasable Value. The Company writes down the
values of obsolete inventories to nil which it no longer expects future economic benefit from.
Inventories are presented net of impairment. For Consumables, The company uses cost as a measurement
method as it is impracticable to come up with Net releasable value.
49 FINANCIAL INSTRUMENTS - INITIAL RECOGNITION AND SUBSEQUENT
MEASUREMENT

4.9.1 FINANCIAL ASSETS
INITIAL RECOGNITION AND MEASUREMENT

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

All financial assets except for 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. Trade receivables are initially recognized at their transaction price.

492  SUBSEQUENT MEASUREMENT

* AT AMORTIZED COST

The basis of classification depends on the Company's business model and the contractual cash flow
characteristics of financial assets. 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 trade receivables, 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 that are developed following management’s assessment of the likelihood
of default. The default rates are adjusted to reflect current and forwarding looking macroeconomic
factors affecting the customer’s ability to settle the amount outstanding.

At every reporting date. the default rate is updated to reflect current and forecast inflation and credit
conditions if there are conditions that indicate default rates have changed.

In cases where fair value is deterimined 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. 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:
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* 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.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if and to what extent it has retained the risks and rewards of
ownership. When it has neither transferred nor retained substantially all of the risks and rewards of the
asset, nor transferred control of the asset, the Company continues to recognize the transferred asset to the
extent of the Company's continuing involvement. 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.

4,9.3  FINANCIAL ASSETS CARRIED AT FAIR VALUE

Investments in equity instruments are measured at fair value through profit or loss. 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.

4.10 PREPAYMENT & OTHER RECEIVABLES

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 payvment is made and subsequently amortized over the
period in which the service is to be enjoyed. Other receivables are recognized upon the occurrénce of
gvent or transaction as they arise and cancelled when payment is received.

4.11 CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise balances with less than three months' maturity from the date of
acquisition, including cash in hand, cash at bank and treasury bills when they are deemed payable with in
three month.

4.12 EMPLOYEE BENEFITS

The Company has an eniployee benefit scheme which follows the Labor Proclamation No. 377/2003.
The Company recognizes a liability for short term benefits as employees render services, The Company
accounts for annual leaves by providing in full for all unused leaves.

The Company has a defined 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.

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

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 Post Employment employee benefit. The Company uses actuarial estimates, averages and
computational short cuts to provide a reliable approximation of the liability incurred on each year in
relation to severance pay
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4.12.1 POST-EMPLOYMENT EMPLOYEE BENEFITS (Severance and Funeral)

The severance benefit plan is an unfunded post employment employee Benefit scheme. The Company
does not maintain any assets for the schemes but ensures that it has sufficient funds for the obligations as
they crystallize.

The severance benefits are based on the statutory severance benefit as set out in Labor Proclamation No.
377/2003, as amended by the Labor (Amendment) Proclamation No. 494/2006. Employees who have
served the Company for 5 years and above and are below the retirement age (i.e. has not met the
requirement to access the pension fund) are entitled for the benefit. The final pay-out is determined by
reference to final monthly salary and number of years in service computed as one month salary of the
first year in employmerit plus one-third of monthly salary for subsequent years to a maximum of twelve
months salary. The Company has a benefit scheme in which it reimburses employees’ funeral expense.
The Company provides for funeral Expense Provision and treats the payable as long term Liability.
4.12.2 SHORT TERM EMPLOYEE BENEFITS- (Annual Leave and Bonus)

The company provides for unused leave days and bonus payables by estimating the amount the company
is likely to pay for each employee. The company treats the benefits as short term employee benefit,
Except for Bonus Provision and outsource employees' severance pay, the Company does engage actuarial
experts to come up with reliable estimates of Employee Benefit Provisions. The company uses own data
to estimate Bonus provision as well as Out source employees severance pay.

4.12.3 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.

4.13 DEFERRED TAX LIABLITIES

Deferred tax liablity is recognized on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statement. Deferred tax liablity is determined using
tax rates (and laws) that have been enacted or substantively enacted by the balance sheet date and are
expected to apply when the related deferred tax asset is realized or the deferred tax liability is setiled.
Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets agdinst current tax liabilities and when the deferred tax assets and liabilities relate to income taxes
levied by the same taxation authority.

4.14 FINANCIAL LIABILITIES
4.14.1  INITIAL RECOGNITION AND MEASUREMENT

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.

4.15 CURRENT INCOME TAX

The income tax liability for the period is the tax payvable on the current period’s taxable income based
on the applicable income tax rate adjusted by changes in deferred 1ax assets and liabilities auributable to
temporary differences and to unused tax losses. The current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at the end of the reporting period in Ethiopia.
Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject 1o interpretation. It establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authorities.
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4.16 PROVISIONS

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation, and a reliable estimate can be made of the amount of the obligation. The expense
relating to a provision is presented in income statement net of any reimbursement.

4.17 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

4.18 REVENUE RECOGNITION

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured, regardless of when the payment is being made,
Revenue is measured at the fair value of the consideration received or receivable, taking into account
contractually defined terms of payment and excluding taxes or duty.

The company generates its revenue by rendering Local Private Employment And Management Service,
National Distribution Of Ethio Telecom Products, Real Estate /Property/Administration, Western Union
Money Transfer Service, Salary Payment Service, CBE Birr Agent Banking Service, Share Dealing
Activities, Provident And Employees Benefits Funds Administration, Effecting Different Payments And
Disbursements, Buying And Selling Flat And Story Buildings, Collection Of Varieties Of Bills And
Revenues And Undertaking Other Outsourced Business Services On Behalf Of Our Customers.

For its commercial activities with relation to Distribution of Ethio Telecom Products and Buying &And
Selling Flat and Story Buildings. the company recognizes revenue at a point in time which is the time it
transfers control of the products 10 its customers. In both cases, the PLC is a principal in the trading
activities it engages. The PLC usually receives the consideration for the Above services at the end of the
contracts it has with fts customers. When the PLC receives advance payments, il recognize them as
contract liability and transfer them to revenue account once it satisfies its performance obligation. None
of the contract the enterprise has with its customers involves financing component and do not have
features that require detailed disclosures including contract assets, variable consideration, refunds,
returns as well as assets from costs to obtain or fulfill a contract.

On the service it gives in relation to Share Dealing and CBE Birr Agent Banking Service, the company
acts as an agent and only recognize the commission it receives from the activities as revenue.

For the Management and administration services it gives, the PLC satisfies its performance obligation
over time as service is rendered. The PLC recognizes revenue over time and uses the output method.
Since the PLC bills fixed amount for each month of service provided. it applies a practical expedient as
stated under IFRS 15, B16 and recognize revenue in the amount to which the entity has a right to invoice.

Expenses are recognized when incurred regardless of payment of cash.
4.18.1 INTEREST AND SIMILAR INCOME AND EXPENSE

For cash at bank, short and medium term loans measured at amortized cost, interest income or expense is
recorded using the Effective Interest rate which is usually the contractual rate. The calculation takes into
account all contractual terms of the financial instrument and includes any fees or incremental costs that
are directly atiributable 1o the instrument and are an integral part of the Effective Interest Rate (EIR). but
not future credit losses.

In most cases. the contractual and effective interest rates are similar as the financial assets/liabilities are
redeemed without any discountpremijum and initial up-front fees of purchasing the financial
assels/liabilities are insignificant.
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4.182 FEES AND COMMISSION
If there are significant Fees and commission income and expenses that are integral to the effective

interest rate: on Treasury bills and bond receivables are included in the measurement of the effective
interest rate. Other fees are recognized as they occur.

in-1 Significant accounting judgments, estimates and assumptions

Estimates and assumptions

The preparation of the Company’s financial statement requires management to make judgments,
estimates and assumptions that affect the reported amounts of elements of the statement and the
accompanying disclosures. Uncertainty about these assumptions and estimates could result in outcomes
that require @ material adjustment to the carrying amount of assets or liabilities affected in future periods.

Judgments

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

Impairment losses on receivables

The Company chooses to apply the Simplified approach or to recognize an allowance for lifetime
expected credit losses from initial recognition. The Company reviews its receivables for impairment on
an on-going basis and writes down the carrying amount of receivables if there is a reasonable expectation
that amounts won't be recovered/ collected. To provide for loss allowances on trade receivables. the
Company looks in to past history, experience and occurrence of defaults.

The estimation of impairment losses is subject to uncertainty. which has increased in the current
economic environment. and is highly sensitive to economic factors. The assumptions underlying this
Judgement are highly subjective. The methodology and the assumptions used in calculating impairment
losses are reviewed regularly in the light of differences between loss estimates and actual loss
experience.

Depreciation and carrying value of property, plant and equipment

The estimation of the useful lives of assets is based on management’s judgment. Any material adjustment
to the estimated useful lives of items of property and equipment will have an impact on the carrying
value of these items.

Employee Benefit

The Company engages actuarial experts to estimate part of its liability in relation to employee benefit.
The company also uses estimates. averages and computational short cuts to provide a reliable
approximation of the liability incurred in relation to severance pay. The Company uses five vears trend
to came up with average figures and project and estimate severance pay obligation.
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5 Financial risk management
51 Introduction
3.1.1 Risk measurement and reporting systems

The Company’s risks are measured using methods that reflect both the expected loss likely to arise in normal
circumstances and unexpected losses, which may arise under irregular and sudden economic phenemenon.
Monitoring and controlling risks is primarily performed based on limits established by the Company. These
limits reflect the business strategy and market environment of the Company as well as the level of risk that
the Company is willing to accept, with additional emphasis on selected regions. In addition, the Company
measures and monitor the overall risk bearing capacity in relation to the aggregate risk exposure across all
risk tvpes and activities.

5.1.2 Risk mitigation

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

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

5.2 Financial risk

Financial instruments by category

The Company's financial assets are classified into the following categories: at amortized cost, at fair value
through P&L and at FV through OCI and the financial liabilities are classified into other liabilities at
amortized cost.

Financial Assets are classified in the statement of financial position in accordance with their legal form and
substance. (Weather the instrument is held to collect/sell and weather the instrument give rise 1o cash flows
that are Solely Pavments of Principal and Interest)

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

Notes At Talr value | /Atamortzed

Financial instruments by category -30,June 2021 throueh profit or cost Total
Cash and balances with banks 16 -l 964,176,217 964,176,217
Itivestinent securities - - -
— Financial assets meastred at FVPL 8 1.017,388,513 - 1,017,388.,513
— Financial assets - at amortized cost 9 3,000,000 3.000,000
Trade receivables 14 271,996,300 271,996,300
Other receivables excluding prepayments I5 - 19.560.469 19.560.469

1,017.388.513 | 1.258,732,986 2,276,121,499

-At fair value| Atamonized

Financial instruments by category -30,June 2020 Notes through profit or cost Total
Cash and balances with banks 16 522.676,830 522,676,830
Investment securities - - -
— Financial assets measured at FVPL 8 1,024,846,278 -|  1,024.846,278
— Financial assets -at amortized cost 9 - 1,000.000 1.000.000
Trade receivables 14 -l 171,056,170 171,056,170
Other teceivables cxcluding_prepaymems 13 - 18.874.212 18.874.212

1,024,846,278 713,607,211 1,738,453.489

53 Credit risk

The Company has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts
in full when due. Key areas where the Company is exposed to credit risk is trade receivables.
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53.1 Management of credit risk

The Company manages the levels of credit risk it accepts by requesting customers to effect payment with in a
predetermined period and following several measures on customers that fail to effect payment when due. The
level of credit risk for each contract is based on the company policy which is approved by the executive
management. The table below show the maximum exposure to credit risk for the Company's financial assets.
The maximum exposure is show gross before the effect of mitigation:

Maximum exposure to credit risk

30, June 2021

30,June 2020

Cash and balances with banks

964,176,217

522,676,830

Investment securities:

— Financial assets measured at FVPL

1,017,388,513

1,024,846.278

~ Financial assets measured at amortized cost 3,000,000 1,000,000

Trade receivables 271,996,300 171,056,170

Other receivables excluding prepayments 19,560,469 18,874,212
2.276,121,499 1,738,453,489

54 Credit risk

541 Credit quality analysis

(a) Credit quality of cash and cash equivalents

The credit quality of cash and bank balances and short-term investments that were neither past due nor
impaired at as 30 June 2021 and 30 June 2020 are held in banks have been classified as non-rated as there
are no credit rating agencies in Ethiopia.

(b Credit quality of Trade and other receivables

Definition of default

The Company considers a financial asset 1o be in default

* the holder of the financial asset is unlikely to pay its credit obligations to the Company in full. In assessing
whether a borrower is in default. the holder of the financial asset considers indicators that are:

- qualitative: e.g. breaches of covenant; and

- quantitative: e.g, overdue status and non-payment on another obligation.

(i Trade and Other receivables

The Company applies the IFRS 9 simplified model of recognizing lifetime expected credit losses for all trade
receivables as these items do not have a significant financing component. In measuring the expected credit
losses, the trade receivables have been assessed on a collective basis as they possess shared credit risk
characteristics. They have been grouped based on the days past due. The expected loss rates are based on
Management’s assessment of the likelihood of default. The default rates are adjusted to reflect current and
forwarding looking macroeconomic factors affecting the customer’s ability to settie the amount outstanding.

Expeeted Credit Loss-2020

Diys Due < 30 days 30 - 60 days 60 - 90 days 90 - 120 days 120 - 365
Receivables (Excluding

Prepayment) 21,663.200 37,578412 11,732,129 76,179,313 13,588,346
Allowance Rate 0.01 (.02 0.03 0.04 0.06
Allowance for Receivables 216,632 751,568 351,964 3.047.173 813,301
Total Receivables (Excluding Prepayment) 160.741,400
Allowance for the period (5.182.637)
Net Receivables (Excluding Prepayment) 155.558.763
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Expected Credit Loss(continued)

Expected Credit Loss-2021

Days Due <30 days| 30-60 days 60 - 90 days| 90 - 120 days 120 - 365
Receivables (Excluding

Prepayment) 223,384,979 2,337,826 3,674,206 937,912 20,048,756

Allowance Rate 0.01 0.02 0.03 0.04 0.06
Allowance for Receivables 2,233,850 46,757 110,226 37,516 1,202,925

Total Receivables (Excluding Prepavment) 250,383,679

Allowance for the period {3.631.274)
Net Receivables (Excluding Prepayment) 246,752,408

54.2 Credit concentrations

The Company monitors concentrations of credit risk by sector. location and purpose. An analysis of
concentrations of credit risk at 30 June 2021 and 30 June 2020, The Company concentrates all its financial

assets in Ethiopia.

Credit coneentrations-30,June 2021 Publie Private Total
Cash and balances with banks 964.176.217 ; 964,176,217
— Financidl assets -measured at FVPL | 1.017,388.513 1.017,388,513
— Financial assets -measured at amortize cost 3.000.000 . 3.000.000

967,176,217 | 1,017,388,513 | 1,984,564,730
Credit concentrations-30,June 2021 Public Private Total
Cash and balances with banks 522.676.830 1 522,676,830
— Financial assets measured at FVPL -] 1.024.846.278 1.024.846.278
— Financial assets measured at amortized cost 1.000,000 - 1,000,000

523,676,830 | 1,024,846,278 | 1,548,523,108

55 Capital management

The Company maintains an efficient capital structure of equity shareholders® funds consistent with the
Company’s risk profile and market requirements of its business. The Company s objectives in managing its
capital include matching the profile of its assets and liabilities, taking account of the risks inherent in the
business. maintaining financial strength to support new business growth along with maintaining strong

liquidity to continue as a going concern.

Analysis of working capital 2021 2020
Current assets 1.352.680.045 814.928.500
Current liabilities 881.121.862 | 221,197.039
Current ratio 1.5 3.7
Capital employed 1,758.878.836 | 1.855,538.591
Return on Capital employed 0.35 0.18

7
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5.6 Fair value of financial assets and liabilities
5.6.1 Valuation models

IFRS 13 requires an entity to classify measured or disclosed fair values according to a hierarchy that reflects
the significance of observable inputs. All assets and liabilities for which fair value is measured or disclosed
in the financial statements are categorized within the fair value hierarchy, which comprises of three levels as
described below, based on the lowest level input that is significant to the fair value measurement as a whole.

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
techniques are observable or unobservable. Observable input reflect market data obtained from independent
sources; unobservable inputs reflect the Company's market assumptions.

Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
This category includes all assets and liabilities for which the valuation technique includes inputs not based
on observable date and the unobservable inputs have a significant effect on the asset or liability's valuation.
This category includes instruments that are valued based on quoted prices for similar instruments for which
significant unobservable adjustments or assumptions are required to reflect differences between the
instriments.

5.6.2 Valuation models

30-Jun-2021 30-Jun-2020

Financial assets Fairvalue| Carrying amount Fair value| Carrying amount
Cash and balances with banks 964,176,217 964,176.217| 522,676,830 522,676,830
Investment securities:

— Financial assets mieasured at FVPL 1,017,388,513( 1,017,388,513| 1.024.846.278 1,024,846.278
— Financial assets measured at amortized cost 3.000,000 3.000,000 1.000,000 1.000.000
Trade receivables 271,996,300 271,996,300 171,056,170 171.056,170
Other receivables excluding prepavments 19,560,469 19,560,469 18,874,212 18,874.212

2,276,121,49%

2.276,121,49Y

1,215.776,659

1,738,433,489

Financial liabilities

Total payables

618,839,808/

618.839.808

76,462,711

76,462,711

618,839,808

1618,839.808

76,462,711

76,462,711

5.6.3 Fair value methods and assumptions
Loans and receivables including trade receivables are carried at cost net of provision for impairment. The
estimated fair value represents the discounted amount of estimated future cash flows expected to be received.
Expected cash flows are discounted at current market rates to determine fair value.

5.6.4 Valuation technique using significant unobservable inputs — Level 3

The Company has no financial asset measured at fair value on subsequent recognition.
5.6.5 Transfers between the fair value hierarchy categories
During the three reporting periods covered by these annual financial statements, there were no movements
between levels as a result of significant inputs to the fair valuation process becoming observable or

unobservable,

5.7 Offsetting financial assets and financial liabilities

There are no offsetting arrangements. Financial assets and liabilities are senled and disclosed on a gross

basis.
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5.8 Market Risk

will fluctuate because of changes in market risk factors such as interest rates, foreign exchange rates, equity
prices, credit spreads and their volatilities. Market risk can arise in conjunction with trading and non-trading
activities.

The Company does not ordinarily engage in financial instrument trading activities as there are no active
markets in Ethiopia.

581 Management of Market risk

The main objective of Market Risk Management is to manage and control market risk exposures within
acceptable parameters, while optimizing the return on risk, Market risk is monitored by the management
regularly, to identify any adverse movement in the underlying variables.

5.9 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with
financial liabilities that are settled by delivering cash or another financial asset.

The Company manages liquidity risk by implementing robust receivable collection system and strategizing to
match payment of its payables to its cash collection period. The Company regularly asses its liquidity risk by
reviewing maturity analysis of its financial asset and liabilities to develop mitigation mechanisms for
identified risk factors.

5.9. Maturity analysis of financial liabilities

The table below analyses the Company's financial liabilities into relevant maturity groupings based on the

remaining period at the statement of financial position date to the contractual maturity date. The cash flows
presented are the undiscounted amounts to be settled in future.

Maturity analysis -June 30,

2021 >1 Year 365 - 120 120 - 90 90-30days | <30days
Financial Liabilities at the ;

33 90 14,635 3
eneend 377,962 489,471,322 4,655,029 92,335,495 618,839,808
510 Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will be affected by changes in market
interest rates. Borrowings obtained at variable rates give rise to interest rate risk. The Company’s exposure
to the risk of changes in market interest rates is rather minimal as it currently is not engaged in significant
lending and borrowing arrangements.
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6 PROPERTY PLANT AND EQUIPMENT

Computer
Furniture Office and Motor

Cost Building| and fixture| equipment| accessories vehicle| Total-PPE
1-Jul-19 26,067,870 9,994,808 7,003,609 6,977,940 | 32,335,406 82,379,633
Additions 140.032.400 1,102,032 7.734,463 4.876.632 | 17,328,344 171.073.871
Transfer (25.626.948) (25.626.948)
Deduction - (138.091) (245,922) (906.136) (1.394,896) (2.685.045)
30-Jun-20 140,473,322 | 10,958,749 | 14,492,150 | 10,948,436 | 48,268,854 225,141,511
Additions 4,148.400 1,268,921 8.034.868 4.154.886 | 13.911.304 31,518.379
Transfer (80.032,400) (80.032,400)
30-Jun-21 64,589,322 | 12,227,670 | 22,527,017 | 15,103,322 | 62,180,158 176,627,490
Depreciation
1-Jul-19 951,595 4,185,278 4,652,612 5,250,417 | 13,069,213 28,109,115
Depreciation 1.430.404 1,390,115 2,318,493 1.676.641 3.776.554 10,592.206
Transfer (930.222) (930,222)
Transferr-Bole (133.214) (218.618) (907.315)] (1.191.397) (2.,450,544)
30-Jun-20 1,451,777 5,442,179 6,752,488 6,019,743 | 15,654,369 35,320,555
Depreciation 1.086.789 1.470,753 1,238,381 772,956 5,032,028 9.600.906
30-Jun-21 2,538,566 6,912,932 7,990,868 6,792,699 | 20,686,397 44,921,461
Carrying Amount
30-Jun-20 139,021,546 5,516,570 7,739,662 4,928,693 | 32,614,485 189,820,956
30-Jun-21 62,050,757 5314,738 | 14,536,149 8,310,623 | 41,493,761 131,706,029
7 Investment Property 2021 2020
Cost Brought forward 25.626.948 25,626,948
Addition 1,921,140 -
Transfer 80,032.400 -
Cost Carried forward 107,580,488 25,626,948
Accumulated Depreciation 1,385,188 930.222
Depreciation Expense 1.894.384 454.966
Carrying Amount 104,300,916 24,241,760
16.1 Income and Operating Expense from Investment property
Rental income for the year 9.413,370 7,613,370
Depreciation 1,385,188 454,966

8,028,182 7.158.404

Net Income from Investment property
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8

10

11

12

Investment In Subsidiary
Seda Textile ple

836.000 Authorized common stock share par value 1,000 per share ,835,988 share-commercia

nominees and 2 share-Mesfine Teshome.

Fully paid invested capital

Less: Provision for Loss Impairment

Bole Printing Enterprise

Less: Provision for Loss Impairment

Government bonds

Grand Ethiopian Renaisence Dam Bond
Grand Ethiopian Renaissance Dam Bond non interest
bearing maturity date April 2023.

Right to use an asset
Cost

Accumulated Amertization
Amortization for the Year

Intangible asset

Cost

Emplovment soft ware
Compensation soft ware

Stock management soft ware
SOFTWARE(VIDO CONFRU
branch network installation

Beginning Amortization
Employment soft ware
Compensation soft ware
Stock management soft ware

Net carrying amount

Defferd Tax Asset
Employee Benefit
Tax Base

Carrying Amount

Deductible Temporary difference

Deferred Tax Asset

2021
836,000.000
(29.842912)
806,157,088

213,700,000
(2,468,575)
211.231.425
L017.388.513

2021
2.000.000

1.000.000
3,000,000

511,200
(56.800)
(56.800)
397.600

2021

665.000
9R.000
152,174
561,367
1,093,770
2.570.311
226.907
133,000
50,035
84,205
494,146
2.076.165

2021

91.206.821
91.206.821
27,362,046

2020
836,000,000
811,146,278

213,700,000

213.700.000
1024846278

202

=

1.000.000
1,000,000

511,200

56.800]
454,400
202

=

665,000
98.000
152,174

915.174
43,872
133.000
19.600
30,435
226,907
688.267

202

=

63.923.227
63.923,227
19,176,968
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14

15

16

( Defferd Tax Asset Contined)
Allowance for receivables

Tax Base

Carrying Amount

Deductible Temporary difference
Deferred Tax Asset

Stock

Mobile and SIM cards and mobile apparats
Uniforms

Cleaning supplies

Stationary

Fuel coupons

Other Supplies

Less- Impairment ( expaired mobile cards)

Trade debtors

Trade debtors

Service charge

Ethio Telecom

Commission on House Rent
Rent receivables

Less- Allowance for receivables

Debtors and prepayment
Financial Assets

Staff

ERA excess payment
Miscellaneous

Less- Allowance for receivables
Non-Financial Asset

Value added tax

Deposits and Prepayment

Cash and cash equivalent
Cash at Bank Current Account
Cash at Bank Saving Account

3,631,274
3,631,274
1,089,382
28.451.429

2

=

|

21

255.160
41,442,403
3.675.076
1,065,994
446,933
6,400
(79.034)
46.812.933

L]

021

3.558.014
221.740.63 |
1.086.709
2,052.286
46,949,114
(3.390.454)
271.996.300

b

21

12,108.803

7.451.666
240.821

2,385,570
47.989.377
69,694,595

2021
483.401.912
480.774.305
264,176,217

5,261,671
5.261,671
1,578,501
20,755,469

[

02

=

284,584
51,791,290
4,896,827
468,041
637,475
50,400
(79.034)

38,049,582

)

02

=

2,308,902
125,205,936
6.845,320
1,763,922
39.335.744
(4.403.653)
171.056.170

L]

02

=

11.698.294
5.205.450

7.175.918
(778.984)

308,359
39.536.882
63,145,918

2020
288.711.727
522,676,830
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17 Capital

The Company has Issued and fully Paid 1,195,496 Shares at Birr 1,000 each

18 Actuarial Gain or loss
Beginning Balance
Addition for the year

Actuarial Gain or loss for the year

19 Legal reserve

2021 2020
(3.913,974) 417,330
(963.112) (6.331.304)
6.877,085)  (5.213.974)

Legal Reserve is a statutory reserve to which 5% of the net profit shall be transferred each year
until it amounts to 20% of the Capital.

20 Long term employee benefit
20.1 Severance Pay
Movement of the Net Defined Benefit Liability/(Asset) Recognized in the Balance Sheet ( For the
Periods of 2020 & 2021)
2020
Movement of the Net Defined Benefit Funeral Severance
Liability/(Asset) Leave Payment|  Expense Pay Total
Initial NDB Liability /(asset) 2,369,622 49,278 1.603.480 4.022.380
Net Periodic Benefit Cost/(Income) 690,782 17,309 1,410,146 2,118,237
Benefit Payments - - (128.946) (128.946)
Remeasurements recognized in QCI 1,317 14,370 9.029.033 9.044,720
Final NDB Liability/(Asset) 3,061,721 80.957 11,913,713 15,056,391
2021
Movement of the Net Defined Benefit Funeral Severance
Liability/(Asset) Leave Payment| Expense Pay Total
Initial NDB Liability /(asset) 3.061.721 80,957 11.913,713 15.056.391
Net Periodic Benefit Cost/(Income) 1.337,864 22410 3,492,155 4,852,429
Benefit Pavments - (2.000) (253.117) (255,117)
Remeasurements recognized in OCI = 5.677 1.370.197 1.375.874
Final NDB Liability/( Asset) 4,399,585 107,044 16,522,948 21,029,577
20.1.1 Severance Pay Payable 2021 2020
Beginning Severance Pavable -Actuarial Assumptions [1.913.713 1.603.480
Addition for the year 4.609.235 10.310.233
Beginning Severance Payable-Owen Assessment 31.188.471 22,884,025
Addition for the year 17.354.618 8.449.054
Paid During The Year (367.321) (144.608)
64,698,716 43,102,184
20.2 Funeral Expense Payable 2021 2020
Beginning Funeral Expense Pavable 80.957 49278
Addition for the vear 26.087 31.679
107,044 80,957
20.3 Total Long Term Employee Benefit 2021 2020
Severance and funeral Payable 64,803,760 13,183,141
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22

23

24
24.1

242 0

243

Lease Payable

Opening Balance
Add- Interest Accrued
Less-Interest paid
Less-current Maturity

Deffred Tax Liablity

PPE

Tax Base

Carrying Amount

Taxable Temporary difference

Other payable
Financial Liability
Accrued charge
Taxes payable
Pension Payable
Service Charge
Deposits by tenants
Audit fee

Dividend payable
Miscellaneous

Short Term Employee Benefits

Annual Leave
Annual Leave Payable - Actuarial Assumptions
Annual Leave Pavable- Owen Assessment

Bonus Provision
Bonus Payable

Total short Term Employee Benefit

Annual leave and bonus payable

2021 2020
397.600 454,400
58,788 58.788
(58,788) (58.788)
56.800 56.800
340.800 397,600
2021 2020
233,717.818 213,889,186
236.006,945  214.062,716
2.289.128 173.530
686,738 52,059
2021 2020
21,632,981 25.507.149
68.147.753 28.365.462
11,609,417 9,098.632
14,871,622 5,902,204
2.377.962 2,075:432
600.000 300,000
489.471.322 .
10.128.751 5213.832
618,839,808 76,462,711
2021 2020
4,399,585 3,061,721
22.001.476 17.678.365
26,401,061 20,740.086
2021 2020
34.133.66 16.383.207
34,133.660 16.383.207
2021 2020
60.534721 37123293
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25

26

27

28

Lease Payable- Current Maturity

Total Lease Payable
Less-Non-current Portion
Lease Payable- Current Maturity

Tax Payable

At the beginning of the year
Paid during the vear

Current Year Tax Payable

Tax Payable Carried Forward

(Note 33) -

Revenue
Employment

Compensation
Bazar/event income

Operating expense

Salary and benefits

Salary for out source emplovees
Allowance for out source employees
Medical & Housing allowance for olit source employees
Annual leave

Bonus for outsourced employees
Training for outsourced employees
Overtime payment for outsourced
Service and Interest Cost on Severance pay
Compensation payment service charge
Office rent

Cleaning supplies

Court litigation

Publ icity & promotion

Stationary & printing

Telephone & telefax

Insurance

Mobile and sim card sells expenses
Other bank service charges

pension for out source employee

Board Members Fee'& Bonus

Board Members Fee & Bonus

Board Members Fee & Bonus provision
Bazar expense

COVID-19PPE & Disinfection Expense
Donation

Uniform

Amortization

Depreciation

30

2021
397.600

340.800
56,800

2021

107.554,236
(95,753,513)
189.889.810

201690533 ~

2021

1,941,645.020
368,089,573

2.309.734.593
2021
72.897.826
888.488.200
215,221,195
229,986,294
10.270.934
24.823.177
2.218.916
300.078
2,145,208
41.440.824
6,966,759
15,729,226
4,346,999
3.061.273
2,180,022
1,543,662
1,396,204

88,724,011
134,300

2.671.398
1.369.834
65.354.131
324,040
11.495.200

1.693,089.801

U

2020
454,400

(397.600)
36,800

2020

52,515,417
(52.515,417)
107.554.236
107.554.235

2020

1.662.289,110
168,207,774

1.879.694.443
2020

67.928.076
814,062,710
195,115,482
208,391,265

7.875,822
4,379,261
3.018.210
280,206
3,419,097
18.418.532
5.086.152
12,581,621
944,454
4,005,105
2,580,823
1,190,774
1,147,147
2,013.100
45,502
81,223,274
465,800
284,300
181.500
46,601,961
80,650,576
239.835
11.047.172
72,666,453
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30

31

32

33

Other income

Gain on sale of Non Current Asset
Mobile Voucher and SIM cards
Rent Income

Miscellaneous

Other Income

Expected Credit Loss (ECL)

ECL Brought forward  (Note 5.4.1)
ECL for the vear

ECL (Charged) Reversed

General and administrative expense
Severance expense

Employee benefit funeral

Audit fee

Premium & travel

Fuel & lubricant expense

Repairs & mainienance
Transportation & loading unloading
Entertainment & refreshment
Consultancy fee

Other expenses

Electricity and water & municipality

Impairment Loss-Investment in Subsidiary
Accumulated impairment Brought Forward (Note 8)
Impairment for the year

Accumulated impairment Carried forward
Income taxation

Profit for the year

Depreciation (Tax Law)

Depreciation (IFRS)

Gain or Loss

Expaired Mobile Crads

Other Tax Adjustment

Severance expense

Severance expense- oul source employees
Leave expense

Funeral expense

Bonus expense

Penalties

bonus provision

Expected Credit Loss

2021

-

46.209
9,413,370
10,411,160
1.109.539
20.980.278

2021
5,182,637

3.631.274
1551363
2021
20,226,335
20410
300,000
3.789.063
2.658.596
4,556,961
1,141,865
1,028,432
1.263.171
660,998
179.830
35,825.661
2021
24,853,722
7.457.765
2311487
2021
621.690.802
(14,264.533)
11,495,290

2871717
17.354.618
(5.910.059)
20,410
(16.383.207)
12.096
33,792.026
(1,551,363)

2020

$68.800
369,698
39,335,744
5,177,225
8.539.869

5429133

2020
3,778.444

3,182,637
{1.404,194)
2020
9,714,592
17.309
320,000
3.896.800
1,607.221
3.671.567
1,615,138
726.994
832.695
1,162,651

350,997

23.915.969
2020

20.603,630
4.250.092
24.853.722
2020
335,862,832
(11,131.331)
11,047,172
223,511
79,034
286.619
1.410,146
8,304,446
690.782
17.309
(8.116.778)
71,347
16.383.207
1.404.194
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Income taxation- Continued
Entertainment

Donation

Derecognized deferred tax lability
Seda and Bole Printing Impairment
Taxable profit

Less:-Interest expense

Taxable Profit

Provision for profit tax(30%) *
Deferred Tax

Add (Deduct)-Deferred tax on OCI
Total Tax Expense for profit and loss

(Note 34)

Deffered Tax Income (Expense)
Movmerit In deftred 'l'ax Asset
Movmenet In deffred Tax Liabality

Deffered Tax Income (Expense)

tad

19

1,028,432
1,149,834

7,457,765
658,763,829
(25.797.795)

632,966,033

632,966,033
(189.889.810)

7.061.280
(412.762)
(183.241.292)

2021
7,695,959

(634.679)
2.061.280

726,994
1,163,812

4,250,092
362,673,387
358514019

358,514,119
(107.554,236)

17.342,764
(2.713.416)
(92.924.888)

2020
9,114,981
8.227.783

17.342.764
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35 Key management compensation

36

3

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

2021 2020
Salary & Benefit for Executive Management 4,535,112 2,396,952
Board of Directars allowance 134,300 465,800
Related parties
A party is related to an entity if, inter alia,
i) directly, or indirectly through one or more intermediaries. the party:
(ii) contrals, is controlled by, or is under common control with, the entity
(iii) has an interest in the entity that gives it significant influence over the entity:
(iv) has joint control over the entity;
Related party transactions

2021 2020
Purchase from Bole Printing = 143,823
Service income from CBE 1,764,515,556 899.350.802
Rent Income from CBE 2,567.156 -
Intrest Income From CBE 24.673.745 1.029.124
Total 1.791,756,457 900,525,749

All Transactions for the period between the related parties are carried out at arms length. The
Company has noted that the service revenue it generates from Commercial Bank of Ethiopia accounts
for 76% of its total revenue, In the previous year, the transaction with commercial bank of Ethiopia
accounted for 84% of the total revenue the company generated. The company is confident that the
strategy it is following to reduce the dependence on commercial bank of Ethiopia is bearing fruit. The
company continues to diversify its portfolio and venture in to Importing and manufacturing sectors. It
is also actively engaged in acquiring buildings and collecting rent income and/or selling them with
healthy margin, Widening the service it provides to other banks and private business is also a strategy
that the management has laid down and is actively working on.

Events after reporting period

The Company has also continued to monitor the unrecognized subsequent events in relation to Seda
textile, Seda textile has made losses since establishment and it registered a loss of more than 4 million
birr in the year ended June 30, 2021. Eventhogh the PLC remained in operation for the 12 month after
30 June 2021. it no longer is a going concern and is currently under a liquidation process.

The Management of Bole Printing PLC. which is the subsidiary of CN, has passed a decision that
replaced 35,018,157 Birr cash which was included in Capital Bole Printing when it was first
established with inventory balance of the same amount as the cash balance referred was never
received from CN.

This subsequent event is considered an adjusting event. However, the Subsidiary and Closing retaining
balances didn’t have numerical difference as the adjustment simply move 55.018,157 Birr from one
section of Equity to another.
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The management also reviewed the situation in relation to the lease hold land Bole Printing PLC (The
subsidiary) records and present on its balance sheet. Bole Printing first obtained a free hold land from
Commercial nominees PLC in Exchange for its shares, When the transfer was made, the free hold
land was valued at 59,557,962 and Bole printing used the amount to recognize the asset on its balance
sheet. However. Per the Land lease proclamation no,721/2011, the free hold land was placed under a
lease agreement with Addis Ababa City Administration and was given a contract value of birr
10,483,838. The management of Bole Printing decided to recognize the lease hold land per the
contract amount and write of the difference between the original valued amount and the contract value
of the lease hold land. This subsequent event is considered an adjusting event. However, the write off
expense is recorded during the year ended on June 30. 2020 on the profit and loss statement of bole
printing PLC. Thus, the profit and loss statement of Bole printing PLC for the year ended on June 30,
2021 do not include the effect of the write off expense and no riumerical adjustment is made on the
statement of commercial nominees.

All other information presented for the year ended June 30, 2021 remains unchanged.

34
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Annex-1 - Profit and Loss statament of Bole Printing PLC

fad

L

2021
ETB
Revenue 62,484,620
Cost of sales 52.749.436
Gross profit 9.735.184
Other income 2,346,252
Interest income 1.557.074
13,638,510
‘General and administrative expenses (15.304.738)
Expected credit Loss (43.345)
Financial cost (934.552)
Total Expenses (16.282.633)
Loss before tax (2.644.125)
Tax Income (expense) 175,550
Other comprehensive Income
Loss for the year (2.468,575)



