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GLOSSARY OF TERMS

MOTRI- Minstry of Trade and Regianal Integration
NQIDP- Natianal Quality Infrastructure Development Project
BDO- Project Development Objective

T0h- Internatranal Deyvelspment Sssocafion - World Bank

GOE The Federal Demodratc Republic of Ethiopia
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1.1

1.2

INTRODUCTION

Rackground

The Federad Democratic Republic of Ethiopsa (GOE) and the Imerational Development Assaciation ([DA) have signed
a Fnancing Agreement (FA) on April 7, 2007 for Mational Quality ITnfrastructure Development Project (BOI0R). The
Project Cowers a poricd of Five Years (Fram 8 July 2047 to 7 July 2022} it has cxtended for one year til 07 August
2023, 10 will Finanoe the Project by Investing 50 Million US Dallar

The project Development Chjective (POO) S 1o mprove the delivery of quality sssurance services to enterprise in the
targeted Sectors.

The theory af change for the proposed preject s that both imotoved delivery of guality assurance services by B
nglilutaons (Supply side) and inoreased demand by targeted Entorprises in the tangeied Sectoes, both the private and
public sectors, For these services (demand-side) wil strengthen the competitiveness of the selected indusiries i GYCs,
The targeted sectors will be leather and leather producs, Texstile and garments and Agro processing.

Project Companents

The major companents of the program managed by MOTRI, which s e constitute Companents, are broadly classified
it threa; -
Component 1

The Objective of this Components is to strengthen the NOE Institutions capacity 1o deliver effective and elficient guality
AESUTANCE SEMVRCES DO Enterprises in the tangeted sectors,

Compomsent Ome will have two subtomponents (a) Strengthening [nstitutional Capacity of NGT Dnstitutions and (B)
Strengthening  MOTRID B oversight Function, The masn anees of intervention of this component ame o support
technical facility of exsting BG instfutional and MOTRI NQT fundicn,

Component

Thip chjective of this companent is o Swpport mone active private sector involvoment Tor the develapment of NQI
system of creation of the demand for MO services and increase of the number of privete sector NGI service providar,
i parECular confgrmily pstesdiment services.

Companent 3

This component is to SUpport projact manapement and manitoring and evaluation I'J'Iﬂ:ll.llph inter i 'I‘In.lru:l-rhg o
OEErating cosis, cordulting sernces, goods and technical assistance.
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[NTRODUCTION
Audit pbjectives

The objective of the awdit & to express an apinan on the Praject Tinancial statoments of NQIPD for the year ended 07
July 20022, The audt includes but not limeted to the following taskes:

Pesform reviews of the sccounting recards and ascertain whether the laid down inancal procedunes ane oompied with;

Revierw, evaluate and comment on the BCHIDP comglianoe to the MOTRI gusdelines;

Rovigw and evalisate the Minstry accounting policies and  administrative confrols and report any  significant
woaknesses, together with recormmendations for improvement ;

Determing whether the management and Tnancial systoms, including intermal controls, within the components anm
adequate for gifident and prugent management of funds;

Comment on the use of funds vis a vis approwed budgets in relation to the agreement between the Ministry and
donors;

Aggess the compliance with administrative/iegalifiscal issues reganding local employess contracted under the Authaority;
and

Ricommend possible ImQiovamants and/or actions in any area on fnancisl managsmant ard empecially areas where
weaknesses were nobed.

Awdit scape

The audit Stope reguined us to cary out sufficent awdit steps and protedunes to ensure that the sudt objectives were
ik foe e vaar anded 0F July 2022, Detads af the stéps and procednes ana ghian Below,

Aipdit Methedology

W conduched the audit B accordancs with International Standands on Auditing and = compliance with the accounting
policies. and apreed terms between Minkstry of Trade and Regional Intsgrotion (BOTALD) and (DA (International
Development Assotation - Waorld Bank).

Internal controls

Wi hawve evaluabed significant internal controls to obtain @ sufficeent understanding of the design of relevant cntrols,
palicies ard procedures and whether they have been in cperation during the period under réview.

Compliance with agreement terms and applicable baws and reguistions

Wie have reviewed, assessed and reporied on compliange with the terms and conditions of the agreements.

Representations by grantees

e have cbtained specific written representations from managemsent.
Cantractusl abligations

Apprased relevant documents such s agreaments with crsditors;

Werified complance of the project’s expendiures with relevant terms of agreements s well a5 &l the applicable rules;
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INTRODUCTION
Awdit Methodology [ continued)
Eecripts shd dsbursements

Verified complance with the disbursements and procurement procedures set up for the Autharity,
Examingd whether the expenditures are dassified in accordance with the budget ;

Reaviewed bank statements and other relevant books of acoownts and assessed whether they show a compiete view of
Ene incomae received and expenditure ncurred @0 accordanes with generally accepied principles;

Viefified and confirmed that all commitments are genuing, with the relevant sqreesnents dischosed withan the Fnancial
recands and are for the pursuance of ageeed Project ohjectives;

Examingd & representative sampse of payments transactions incuding accuracy and completensess of records; and

Caher income souUrges

Estabtibsiued whether other income generated by the Autharity, such as sales of items, exchange gains, efc.; have been
used in furtherande af the Autharity's chjectives; and

Results of the audi
1.6.1 Summary of results by audit abjectives
Reach an opinsan as (o the validity of the financal statements.

In cur apinssn, the financial statemsnts present fairly, i all materiad respects the sources and uses of funds R
accordance with the accounting policies and in cenfarmity with the budget.

Hepoet on the fingncial management and inennal control findings

W reviewed the internal control structure and concluded that the system was adequste to mest thi needs af bhe
program. W have not sbserved signdficant deficiency of material weaknesses on thi intermal contral of the Ministry-
NOIPD



MINISTRY OF TRADE AND REGIOMAL INTEGRATION

MATIONAL QUALITY INFRASTRUCTURE DEVELOPMENT -NQIPD, (Project No. PLEO27Y and [DA 59830-ET)
INDEPENDENT AUDITORS' REPORT ON THE FINANCTAL STATEMENTS

FOR THE YEAR ENDED 07 JULY 2022

4 STATEMENT OF MAKNAGEMENT'S RESPONSIBILITIES

The Management & nespongible for preparing tho financial statement which gives a true and far wiew HOTRI Projec
named Natienal Quality Infrastructure. Dewelopmaent Project finanoed By Irternationsl Development Associabion as ab the
end of the year amnd of the project’s financial statements for that year. The Management is reguired to ensune the project
REps (roer situnting records whith declose with reasonable accuracy at any time the financial position of the project
Thiey are also responsibie for safeguarding the assets of the praject.

The Managoment i responsible with the financial statement ihal gives a trise snd fair view in sccordarce International
Public-Sected Accpunting Stenderds (IPSAS), the funding agreemsnt beteeen MOTRI and International Dewelopment
AssaCiation and the scoounting policies stated in Mote 3.5 of this repoert and for such mternal controls as the Managemaent
Gotormings ané necEstary o enable the preparation of the project financial statement that is free from matesial
missratement, whether due to frasd or ermar.

Thit managemaen acospl respansibility for the financial statement which has been prepared wsing appropriate accounting
podiins supported by reatonable and prudent judgments and estimates, The management belioves the project's finana)
staterment gives a tree end fair view of the state of the finandiad affsirs of the project and of &5 fnancial statoments, The
management further socepts responsbiity for the maintenance af sccounting records which may be relied upon in the
prepacation of the project financial statement, a5 well a3 adequate systems of internal financial control,

The management cortify that, (o the best of their khowledge, the information furnished to the audiors Tor the audil was
correct and is an accurato presemation of the company’s inancal transactions.

G2 >

Wandwosen Fissehd Tassew

HOIDP Project Cosrdinatar Financihl Mansgement Specialist
04 January 2073
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3.1 INDEPENDENT AUDITORS® REPDRT

Chpimnben

We have audited the sccompanying financial statements of Ministry of Trade & Reguonal Integration (MOTRI)-
Mational Quaity Infrastructure Development Project (NGIDP) financod by Irdernational Ce=velopment Association
(DA set oul on pages 7 o 14, which indudes the Statement of Financal Fasition, Statement of Receipts and
Expenditure and the Summary of Activity in the Desgnated Account for the period 07 July 2027 and the relsted
fgtes to the financal statements, induding summary af skgnificant accourting podcies.

In our opinicn, the accempanying financial statements give a true and fair view of the fund balance as at 07 July
20:22 and the receipts and expenditure and summary of activity of designated account of the Ministry of Trade R
Aegional Integration - Mational Quality Infrastructre Development Project for OF July 2037 in accesdancs with
International Public-Sector Accounting Standards (IPSAS) and the funding agresment between MOTRI and
Intermational development association,

Wi conducted our auds in accordance with International Standards on Auditing (ISAS), Our responmibiitios wnder
those standards are further described in the Auditor”s Responsiilities for the Audit of the Financial Statements
section of our report, Wi ane independent of the Project Management in sccordance with the sthical reguirgments
that ara relevant to our audit of the Rnancal statements, and we have fullilled owr other ethical resporsbilities in
socondance with these requirements. We believe that the sudit owidoncs we have oblsined s suffcient and
Appropeedte to provice & badgis Tor gur apinion.

Management’s responsibilities for the project financial statements

Managurment is responsible for the preparation and fair presentation of the fharoal statements in accordancs with
Internationsl Public-Seder Accounting Standards (IPSAS) and the funding agrasment betwesn MOTRI fraud oF
arrar,

The Mansgement af MOTRI & responsible for overseeing the Project’s fnancial Fepoiting process,
Aunditor's responsibilities for the sudit of the project financial staterments

Dur chjectives are to oblain reasenable assurance about whether the financial statoments are free from matgrigh
misstatement, whether due to frawd or emor, and bo Eswe an auditor's report that includes our apingn, Reasonshie
atsurance (s a high lined of astursnce, but & not & guarantes that an awudit (onducted in accardance with F5As will
atways detect o matenal misstatement when it exists. Misstatements can arise from fraud oF erroe and arm
considered maderial if, individually or in the agaregate, they could reasonably be expected to Influence Ehe
EConmIc deosions of users [Aken bated on these Inancal statements,

* Tax ° Conculling * Learning Sok

Pariners; Tekeste Gebru; Salomon Gizaw; Gelu Jemaneh: Yonas Harn Solomon Melaky



INDEPENDENT AUDITORS' REPORT [Continued)

Az padt of an awdit condudted in accordance with 1543, we exerdse professionad judgement and maintain
profeszional skepticsm throughout the sudt. We also:

Identify and assess the risks of material misstatement of the fnancal statements, whether due to Fraod or errar,
disign and perfarm audit procedures mesponsive to those risks, and obiain audit evidence that is sufficient and
appropriaie (0 provide a bask for our opinion. The risk of not detecting & material misstatement resulting from
fraud is higher than for ong resulting from emor, as frawd may nvalve collusion, forgery, intontional ofmissions,
miErepreseMatons, or the owerride of irternal comtsal.

Ciotain an understanding of infernal cantrol relevant o the awdit to design sudit procedures that are approprste in
the circumstances, but not for expressing an eginicn an the effectiveness of the Project’s sternal control,

Evaluate the appropristeness of accounting policies used and the reascnableness of accounting estimates and
related disclosures made by the management,

Evaluate the overall presentation, structure and content of the finandal statements, including the drsciosures, and
whether the fnancial statements mpsesent the underlying transactons and events in a manner that athieyes Tair
prosentation,

Contriteution to Internatonal Drgan

We commumnicate wh Hanagement regarding, among other mattors, the plannod scope and tming of the sudit and
significant audit findings, including any signdficant defickencies in internal control that we identify curing our audit.

This i & report sent to MOTRI and International Development Association and is intended saloly for their use and
infprmaticn

The engagemont pangqm@tfﬁt resuiting in this independent auditor’s report is Thomas Mulugeta,
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Partrsr Y '.’#1', 5
HST General rShip, Chartersd ACCoUntants and Authorized Auditors
{huditors of MOTRI: NQIDR, 164 )
Addie Ababa r"'.lh'. | At -__"'
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32 STATEMENT OF FINANCIAL POSITION
AS AT JULY 7 2022

2023 2021

Notes ETE ETB
ASSETS
CLURRENT ASSETS
Debbors and Prepayments 351313 768,555,662 253,833,829
Cath at Bank 3534 140,363,327 167 225,174
Total Azsets EFIEW{I 451£E-Ill'lﬂ'3
LIABILITIES AND FIFND BALARLCE
Funi balamnie 3.5.3.5 S048,007,340 451,061,003
Accruals and Tax Obligatans 3.5.3.6 210,669 =
Total Fund Balance & Liabilities 908,918,009 __ 451,061,003

Tha financial statements on pages 9 to 14 were apgroved by the MOTRI management o6 January 04,
2023 and signed on its behalf by:

G f)

Waondwosen Fisseha Tassery
Project Coordinator Finalcial Managamant Speciabst
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3 STATEMENT OF RECIEFT AND EXPENDITURE
FOR THE YEAR EWDED OF JULY 2022

2022 20232 021 2021
ETB 0 ETE L]

FUND RECIEPT Bl
Fund FeCeipts durifg the year 1531 556,682,909 11,553,433 520,539,312 13,171,150
Other income 3.53.2 11,167,436 557 10,596, 926 1,338
607 850,345 11,953,989 538,235, 336,00 13,172,489

EXPENDITURE

Total expenditure during the yoar 1533 150,904, 008 3,538,541 114,689,165 BA61,428
150,904,008 3,528,541 314,689,165.00 7,178,342
Excess of inpome ovier axpenditure 456,946, 137 B 425 449 216, 546,073 & 710,081
Fund balancg browght forsard 451,061 003 11,564,047 234 514,930 7.352 904
Furd balanoe carried forward 1.5.1.5 __Eﬂm 19,989, 496 4:1‘nu1iuu3£g 11,564,047

10
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1.4 SUMMARY OF THE ACTIVITY 1N THE DESIGNATED ACCOUNT
FOR THE PERIOD @F JULY 2022

S0 Bk sccaint { ASC @ 0100511300018
20232 2023 2021 O3
usn ETH LISD ETH
Opemng Bank Balance @217 318 164 858 541 618,033 21,656 938
ADD; Receipls
Fund recaived fram DA 1.5.2.2 11,953,422 506 682 G905 13,171,050 520,538 312
Setthement advance fram UNOPS/Special Comenibrment 7.833,422 X8 657 513 3,000,078 114,338,506
Othesrs 1.52.7 10 50 150 G844
Gain/Loss on axchangs rate difference 140,975 10,656 925
Funds availabie for use — 8,337,338 ____ 405989353 ___ 10,789,355
Liess: Trarefers and Expenditienes) payments
Transfer to ETB Account 5,550,000 164,771,895 4, 330,000 146,255, 0AS
Expendiures/paymenis 3543 526,150 44,380,971 3,300,936 101, T4, 560
Sub foral £476,150 305,152 854 E571.936 253,700,553
Closing Balance 1,861,178 096,836,527 4,217,318 184,858,561
ETE Bank account (AC & Q10051 1040040):
Openeng Bank Ralance 12,368,613 28607 9593
Cash transfer from USD Accaurt 264,771,895 148 955 985
Qther deposing S 000 § 044
2F7 165,508 177 569,822
Less: Advance and Expenditure payments
Expenditure/ paymants {233,640, 708} (165,201,209}
Closing Balancs 43,525 800 12,368,613
Tolal bank balance a= at 7 July 3022 140,362,326 197,327,174

11
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3.3

3.5.1
3.5.1.1

3511

3152

1521

3.5.2.2

NOTES TO THE FINANCIAL STATEMENTS:
FOR THE PERIOD F IULY 2022

INTRODLCTION
Background

Mational CQuality Infrastruciure Development Projoct (RGIDP]) is a8 Five year project with a credil sxtension
of USD 50 Million by International Development Association - 104 (Warid Bank) to the Feders] Demooratic
Republic of Ethiopia with an objective to improve the delivery of quality assurance serdces to enterprise in
tha targeted Sectors.

The project consists of three components. Component One: This Components strengiben the MCEH
[nstitubions capacidy o deliver effective and efficient quality assurance services to Enterprises in the
targeted sectors; Component Two: Support mare active private sector invelvernent for the development af
NQI system creation of the demand for NGI services and increase of the number of private sector NGl
service pravider, in particutar conforrmity assessment services and Component Three: This Component
suppart project management and manitoring and evaluation through inter alia financing of apérating costs,
consulting services, goods and technical assistance.

Project objectives

The praject Development Objective (PDO) & o improve the delivery of quality 355Urance services ks
enterprise i the targeted Sectors,

The awsdited project is for the period 07 July 2022,

Accounting Palices
The financial staternents have been pregaresd on modified cash basis of accounting.

Revenue recognized when aid in kind is received and Expenditure is recagnized when payroll is processed,
payments effected when goods are received and services are rendsred.

Advance Fayments are recorded a5 receivable and charged to expenditure account against valid suppoeting
dacuments which Shaw the receipt of goods ar Services or accomplishments of the purposn of the advanon.

National Quality Infrastructure{NQI) uses a Peachitree sccounting Software and the Project uses
Gavernmant of Ethiopia budget Calendar for planning, budgeting and Financial reporting  purposes (From
8™ July to 7 July of a given Year,)

Budget

The budget is developed on the same accounting bases (modified cash basss), same classification basis, and
for thie same period 8 for the financial statements, The bisdget was approved as required by the standacd
conditians of the credit agreement and wark-plan |,

Funds Recaived

Furd recedved i recognized to the extent of credit extended by the Bank to the project’s designated sccount
Funds recened during the period are as follows:

Ciate Recoived (USD) Comirmed Dift
(L50) (uso) T
4 Ve L L
Far the quarter ended Janvary 08, 5,617,969 5,617,969 AL g
Far the guarter ended April 08, 2022 5,633,492 5,632,495 96 u;'(/ ; 7
Fa , 202 o ]
r the quarter anded July 07 | 701,961 201,961 oy | A %
il T i
11,953,422 11,952,426 996 I\ BALF)
-ﬁl"l. l‘_'ﬁ'" .

1
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3.5
3.5.2.3

1525

3.5.2.6

157

35.3.1

3.5.3.2

NOTES TO THE FINANCIAL STATEMENTS (continued)

Expanditure
Contribution to Internatianal Organ

Expenditure represents amaunts disbursed and costs incurmed denamanated in ETE,

Non-current assets

In pocordanos with lender's requirements, purchase of fixed assets is expensed an acguisition. The office

mainkxins an assel register that tracks all project fixed assets.

Fareign curfency transactions and balances

The financial statements are presented in Ethioplan Birr (ETB) and United States Daollars {USD).
Transactions are mainty incurred in ETA {functional cusrency). Funds are transferrod in USD and ame
transtated inte ETE at the exchange rates ruling on the date of the transactions, Transactions in other
currencies are translated at the rates rubing on the dates of transactions, Monetary asoets and lisbdities
denominated in forelgn currencies at yéar end ane translated to ETE at the rates ruling at year end,

For reporting pufposes, expenses for the year have been translated from ETB to USD at the averags

exchange rabe for the year.

The financial staterments are presented in Ethiopian Birr { ETB ) and United State Dollar (USD).

Forgign Exchange Gain

Realized Gain

Fund Keceived

Special Cammitment
Dagignated fund
Direct payment

Tatal

Other income

Other Miscallaneows Bevenus
Fareign Exchange Gain /Loss
Total

2022 021

ETH ETH

11,1 543,482
11,140,975 10,643,482
155,383,834 114,338,506
200,989,396 406,199,806
231,305, b 7Y .
596,682,909 520,538,312
26,461 53,444
11,140,575 10,643 482
11,167 435 10,696,926
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15 NOTES TO THE FINAKCIAL STATEMENTS
FOR, THE PERIOD ¥ JLLY X022
2022 2021
1533 ExpendEure T i
—_—
Contracted Professional Servics 56,065,580 5,811,345
Purchase of plant & Eguipment 18,053,163 273,311,358
LLseal training 24,218 8840 8,546 616
Wages 10 contrad stalf 17,048,073 15,138,047
Fipes @nd charges 4, 569, TES G35, 6049
Par Dinm 3,454,456 1,836 570
Frantirg 2,364,467 2
External trainéng 1,386,807 308, 06
Gov'e Con'n to Contrat Seaff B0L,536 636,420
Crfice supplics GEE, 191 181,533
Adwertisng 616,501 1,766,316
Entertasnment 500,521 148,851
Mairiben B repaic of Mach & Egu 339,921 236,104
Tetecommunicatian charges 241,130 £20,335
Renit 207,830 120, T2
Fuel and Lubricants 145 887 80,751
Tramsport Fees 141,595 72884
Purchase af vehicles i 30,000
150,904,008 _ 314,689,165
3533  Account Receivables
Letter of Credit -Opering TES,B60,134 251,277,368
Advances 1o Supplier 1,573,178 1,417,112
Ceher Recereables 1,122 368 1,102,896
Tranied Advance - 51_51452.111?
. TEE, 585682 353 BIXAIG
1534 O Hand and Cash ai Bank
Cash on Hand : a
Cagh ai Bank ACCourl Mg, Beranch
Mational Bank of Ethaopia 0100511300018  Hoad Ofice 6, 816, S50 184,858, 561
MNatipnal Bank of Ethiopia 10051 1040040  Mead Office 43,525,801 12,368,613
140,362,327 _ 197,227,174
35,35 Fund Balanoe
Cipening Balsnce 451,061,000 F3d4 A58 795
Dpening Fund balance Adjustment 3.5.13.5.1 (3349,295.00)
Change during the pericd 456 S48, 317 F16 546 073
Ending balance R 007, 340 451 061
1536 Accruals and Tax Obsgations
Wathiolding tax payable (16,731} .
WAT payshle {568,819} L
Ineame Tax Payable (201,19} -
Parasn Cantribution Payahle {113,930}
Coit Shasing Fayabie - -
(910669 =
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