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1.1

1.2

INTRODUCTION

Background

The Federal Demaocratic Republic of Ethiopia (GOE) and the International Development Association (IDA)
have signed a Financing Agreement (FA) on April 7, 2017 for National Quality Infrastructure Development
Project (NQIDP). The Project Covers a period of Five Years (From 8 July 2017 to 7 July 2022). IDA will
Finance the Project by Investing 50 Million US Dollar

The project Development Objective (PDO) is to improve the delivery of quality assurance services to
enterprise in the targeted Sectors.

The theary of change for the proposed project is that both improved delivery of quality assurance services
by NQI institutions (Supply side) and increased demand by targeted Enterprises in the targeted Sectors,
both the private and public sectors, for these services (demand-side) will strengthen the competitiveness
of the selected industries in GVCs. The targeted sectors will be leather and leather products, Textile and
garments and Agro processing.

Project Components
The major components of the program managed by MOTRI, which in turn constitute Components, are
broadly classified into three:-

Component 1
The Objective of this Components is to strengthen the NQI Institutions capacity to deliver effective and
efficient quality assurance services to Enterprises in the targeted sectors.

Component One will have two subcomponents (a) Strengthening Institutional Capacity of NQI Institutions
and (b) Strengthening MOTRI NQI oversight Function. The main areas of intervention of this component
are to support technical facility of existing NQI institutional and MOTRI NQI function.

Component 2

The objective of this component is to support more active private sector involvement for the development
of NQI system of creation of the demand for NQI services and increase of the number of private sector
NQI service provider, in particular conformity assessment services.

Component 3

This component is to support project management and monitoring and evaluation through inter alia
financing of operating costs, consulting services, goods and technical assistance.
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INTRODUCTION
Audit objectives

The objective of the audit is to express an opinion on the Project financial statements of NQIDP for the
year ended 07 July 2024. The audit includes but not limited to the following tasks:

Perform reviews of the accounting records and ascertain whether the laid down financial procedures are
complied with;
Review, evaluate and comment on the NQIDP compliance to the MOTRI guidelines;

Review and evaluate the Ministry accounting policies and administrative controls and report any
significant weaknesses, together with recommendations for improvement ;

Determine whether the management and financial systems, including internal controls, within the
components are adequate for efficient and prudent management of funds;

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

Assess the compliance with administrative/legal/fiscal issues regarding local employees contracted under
the Authority; and

Recommend possible improvements and/or actions in any area on financial management and especially
areas where weaknesses were noted.

Audit scope

The audit scope required us to carry out sufficient audit steps and procedures to ensure that the audit
objectives were met for the year ended 07 July 2024. Details of the steps and procedures are given
below.

Audit Methodology

We conducted the audit in accordance with International Standards on Auditing and in compliance with
the accounting policies and agreed terms between Ministry of Trade and Regional Integration (MOTRI) and
IDA (International Development Association - World Bank).

Internal controls

We have evaluated significant internal controls to obtain a sufficient understanding of the design of
relevant controls, policies and procedures and whether they have been in operation during the period
under review.

Compliance with agreement terms and applicable laws and regulations

We have reviewed, assessed and reported on compliance with the terms and conditions of the
agreements.

Representations by grantees
We have obtained specific written representations from management.

Contractual cbligations

Appraised relevant documents such as agreements with creditors;

Verified compliance of the project's expenditures with relevant terms of agreements as well as all the
applicable rules; '
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INTRODUCTION

Audit Methodology (continued)

Receipts and disbursements

Verified compliance with the disbursements and procurement procedures set up for the Authority.

Examined whether the expenditures are classified in accordance with the budget ;

Reviewed bank statements and other relevant books of accounts and assessed whether they show a
complete view of the income received and expenditure incurred in accordance with generally accepted
principles;

Verified and confirmed that all commitments are genuine, with the relevant agreements disclosed within
the financial records and are for the pursuance of agreed Project objectives;

Examined a representative sample of payments transactions including accuracy and completeness of
records; and

Other income sources

Established whether other income generated by the Authority, such as sales of items, exchange gains,
etc.; have been used in furtherance of the Authority's objectives; and

Results of the audit

1.6.1 Summary of results by audit objectives
Reach an opinion as to the validity of the financial statements.

In our opinion, the financial statements present fairly, in all material respects the sources and uses of
funds in accordance with the accounting policies and in conformity with the budget,

Report on the financial management and internal control findings

We reviewed the internal control structure and concluded that the system was adequate to meet the

‘needs of the program. We have not observed significant deficiency or material weaknesses on the internal

control of the Ministry-NQIDP

w
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STATEMENT OF MANAGEMENT’S RESPONSIBILITIES

The Management is responsible for preparing the financial statement which gives a true and fair view
MOTRI Project named National Quality Infrastructure Development Project financed by International
Development Association as at the end of the year and of the project’s financial statements for that year.
The Management is required to ensure the project keeps proper accounting records which disclose with
reasonable accuracy at any time the financial position of the project. They are also responsible for
safeguarding the assets of the project.

The Management is responsible with the financial statement that gives a true and fair view in accordance
International Public-Sector Accounting Standards (IPSAS), the funding agreement between MOTRI and
International Development Association and the accounting policies stated in Note 3.5 of this report and for
such internal controls as the Management determines are necessary to enable the preparation of the
project financial statement that is free from material misstatement, whether due to fraud or error.

The management accept responsibility for the financial statement which has been prepared using
appropriate accounting policies supported by reasonable and prudent judgments and estimates. The
management believes the project's financial statement gives a true and fair view of the state of the
financial affairs of the project and of its financial statements. The management  further accepts
responsibility for the maintenance of accounting records which may be relied upon in the preparation of the
project financial statement, as well as adequate systems of internal financial control.

The management certify that, to the best of their knowledge, the information furnished to the auditors for
the audit was correct and is an accurate presentation of the company's financial transactions.

———a

P
& I 22 {£1
% |
Girma Mamo Berihdn Tassew
NQIDP Project Coordinator Financial Management Specialist

3 January 2025
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3.1 INDEPENDENT AUDITORS’ REPORT
Opinion

We have audited the accompanying financial statements of Ministry of Trade & Regional Integration
(MOTRI)- National Quality Infrastructure Development Project (NQIDP) financed by International
Development Association (IDA) set out on pages 9 to 14, which includes the Statement of Financial
Position, Statement of Receipts and Expenditure and the Summary of Activity in the Designated Account
for the period 07 July 2024 and the related notes to the financial statements, including summary of
significant accounting policies.

In our opinion the accompanying financial statements give a true and fair view of the fund balance as at
07 July 2024 and the receipts and expenditure and summary of activity of designated account of the
Ministry of Trade & Regional Integration - National Quality Infrastructure Development Project for 07 July
2024 in accordance with International Public-Sectar Accounting Standards (IFSAS) and the funding
agreement between MOTRI and International development association.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Qur 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 Project Management in accordance with the
ethical requirements that are relevant to our audit of the financial statements, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for cur opinion.

Management's responsibilities for the project financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Public-Sector Accounting Standards (IPSAS) and the funding agreement
between MOTRI fraud or error.

The Management of MOTRI is responsible for overseeing the Project’s financial reporting process.
Emphasis of Matters

We draw attention to note 3.5.3.3 which includes an amount of ETB 520,590,018 under the line item
“Letter of Credit.” This balance has been outstanding for an extended period and pertains to advances
made for the purchase of various equipment for the NQID project. Management anticipates that this
balance will be cleared and recorded as project expenditure once the equipment is installed in the
buildings under construction and put to their intended use. The management has set a timeline for this to
be completed by the end of March 2025

Auditor’s responsibilities for the audit of the project financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements 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 quarantee 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
he expected to influence the economic decisions of users taken based on these financial statements.

Audit = Tax e Consulting » Learhing Solution

Partners: Tekeste Gebru; Solomon Gizaw; Getu Jemanah; Yonas Harun; Solomon Melaku; Thomas Mulugeta



INDEPENDENT AUDITORS' REPORT (Continued)

As part of an audit conducted in accordance with ISAs, we exercise professional judgement 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 to design audit procedures that are
appropriate in the circumstances, but not for expressing an opinion on the effectiveness of the Project's
internal contraol,

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

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.

Contribution to International Organ

We communicate with Management 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.

This is a report seng tp I‘?@TBI and International Development Association and is intended solely for their
use and mformattqn ,.1 4

2 ydit resulting in this independent auditor’s report is Thomas Mulugeta.

HST Audit L.m{e&:uaﬂ‘utjf‘ Artnership
(Auditors of MOTRI- NQIDP, Financed by IDA )
Addis Ababa

3 January 2025
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3.2 STATEMENT OF FINANCIAL POSITION
AS AT JULY 7 2024

2024 2023

Notes ETB ETB
ASSETS
CURRENT ASSETS
Debtors and Prepayments 3.5.3.3 649,316,131 644,798,442
Cash at Bank 3.534 17,212 756 51,044,278
Total Assets 666,528,887 695,842,720
LIABILITIES AND FUND BALANCE
Fund balance 3.5.3.5 664,752,075 694,636,652
Accruals and Tax Obligations 3.5.3.6 1,776,812 1,206,028
Total Fund Balance & Liabilities 666,528,887 695,842,720

The financial statements on pages 9 to 14 were approved by the MOTRI management on 3 January
2025 and signed on its behalf by:

—

R gl
/ ).-\ ).--&Lﬁ fes

Girma Mama Berihtin Tassew
Proiect Coerdinator Financial Management Specialist
3 January 2025
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3 STATEMENT OF RECIEPT AND EXPENDITURE

FOR THE YEAR ENDED 07 JULY 2024

FUND RECIEPT

Fund receipts during the year

Other income

EXPENDITURE

Total expenditure during the year

Excess of income over expenditure

Fund balance brought forward
Opening Fund balance Adjustment

Fund balance carried forward

Notes
3531

3.53.2

3533

3.5:.3:5

2024 2024 2023 2023
EIB Usb ETB usD
180,673,931 3,242,792 440,006,649 8,185,526.27
938,720 3,291,328
181,612,651 3,242,792 443,297,977 8,185,526
211,497,268 4,198,758 656,619,855 13,481,478
211,497,268 4,198,758 656,619,855 13,481,478
(29,884,617) (955,966) (213,321,878) (5,295,952)
694,636,692 14,693,543 908,007,341 19,989,495
= (2,357) 48,771 -
664,752,075 13,735,221 694,636,692 14,693,543

10
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3.4 SUMMARY OF THE ACTIVITY IN THE DESIGNATED ACCOUNT

FOR THE PERIOD 07 JULY 2024

USD Bank account {( A/C # 0100511300018) and Direct payment:

Opening Bank Balance
ADD: Receipts

Fund received from IDA R522

Direct payment

Gain/Loss on exchange rate difference  3.5.2.7
Funds available for use
Less: Transfers and
Expenditures/payments
Transfer to ETE Account
Expenditures/payments 3.523
Sub total

Closing Balance

ETB Bank account ( A/C # 0100511040040):

Opening Bank Balance

Cash transfer from USD Account
Gain/Loss on exchange rate difference
Other deposits

Less: Advance and Expenditure/payments
Expenditure/payments

Closing Balance

Total bank balance as at 7 July 2024

2024 2024 2023 2023
usD ETB Vs) ETB
642,270 35,091,603 1,861,178 96,836,526
3,242,792 180,673,931 8,185,526 440,006,649
2,557,691 141,825,930 3,948,812 212,241,115
- 900,863 : 3,280,508
1,327,371 74,840,467 6,097,893 327,882,568
1,015,000 56,833,636 4,750,000 254,614,375
40,229 2,394,041 705,623 38,176,590
1,055,229 59,227,677 5,455,623 292,790,965
272,142 15,612,790 642,270 35,091,603
15,952,674 43,525,800
56,833,636 254,614,375

37,857 -
B 10,820
72,824,167 298,150,995
(71,224,201) (282,198,321)
1,599,966 15,952,674
17,212,756 51,044,277

11
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3.5

3.51
3.5.1.1

3.5.1.2

3.5:2

3521

3522

3.523

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD 7 JULY 2024

INTRODUCTION

Background

National Quality Infrastructure Development Project (NQIDP) is a Five year project with a credit extension of USD 50
Million by International Development Association - IDA (World Bank) to the Federal Democratic Republic of Ethiopia with
an objective to improve the delivery of quality assurance services to enterprise in the targeted Sectors.

The project consists of three components. Component One: This Components strengthen the NQI Institutions capacity to
deliver effective and efficient guality assurance services to Enterprises in the targeted sectors; Component Two: Support
more active private sector involvement for the development of NQI system creation of the demand for NQI services and
increase of the number of private sector NQI service provider, in particular conformity assessment services and
Component Three: This component support project management and monitoring and evaluation through inter alia
financing of operating costs, consulting services, goods and technical assistance.

Project objectives

The project Development Objective (PDO) is to improve the delivery of quality assurance services to enterprise in the
targeted Sectors.

The audited project is for the period ended 07 July 2024,
Accounting Polices
The financial statements have been prepared on modified cash basis of accounting.

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

Advance Payments are recorded as receivable and charged to expenditure account against valid supporting documents
which show the receipt of goods or Services or accomplishments of the purpose of the advance.

National Quality Infrastructure(NQI) uses a Peachtree accounting Software and the Project uses Government 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 basis (modified cash basis), same classification basis, and for the same
period as for the financial statements. The budget was approved as required by the standard conditions of the credit
agreement and work-plan .

Funds Received

Fund received is recognized to the extent of credit extended by the Bank to the project's designated account. Funds
received during the period are as follows:

Date Received (USD) Confirmed (USD) Diff
(USD)

For the quarter ended October 10, 2023 1,195,320 1,195,320 =
For the quarter ended January 08, 2024 793,081 793,081 =
For the quarter ended April 08, 2024 1,100,543 1,100,543 -
For the quarter ended July 07, 2024 153,848 153,848 -
3,242,792 3,242,792 -

Expenditure

Contribution to International Organ P

Expenditure represents amounts disbursed and costs incurred denominated in ETB., -

12
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3.5
3.5.2:5

3.5.2.6

3.5.2.7

3531

3.53.2

NOTES TO THE FINANCIAL STATEMENTS (continued)

Non-current assets

In accordance with lender's requirements, purchase of fixed assets is expensed on acquisition. The office maintains an
asset register that tracks all project fixed assets.

Foreign currency transactions and balances

The financial statements are presented in Ethiopian Birr (ETB) and United States Dollars (USD). Transactions are mainly
incurred in ETB (functional currency). Funds are transferred in USD and are translated into ETB at the exchange rates
ruling on the date of the transactions. Transactions in other currencies are translated at the rates ruling on the dates of
transactions. Monetary assets and liabilities denominated in foreign currencies at year end are translated to ETB at the
rates ruling at year end.

For reporting purposes, expenses for the year have been translated from ETB to USD at the average exchange rate for
the year.

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

Foreign Exchange Gain

2024 2023
ETB ETB
Realized Gain 938,720 3,280,508
938,720 3,280,508
Fund Received
Special Commitment & -
Designated fund 38,848,001 227,765,534
Direct payment 141,825,930 212,241,115
Total 180,673,931 440,006,649
Other income
Other Miscellaneous Revenue = 10,820
Foreign Exchange Gain /Loss 938,720 3,280,508
Total 338,720 3,291,328

3 /&Y
R 'f'f tered v _\3\"_()/
“onts & P27
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3.5

3.5.33

G e ]

3.5.34

3535

3.5.3.6

NOTES TO THE FINANCIAL STATEMENTS

Expenditure

Wages to contract staff

Government's contribution to contract Staff
Confracted Professional Service

Advertising

Fees and charges

Telecommunication charges

External training

Local training

Rent

Office supplies

Fuel and Lubricants

Per Diem

Transport Fees

Entertainment

Printing

Repair and maintenance of machinery and equipment
Purchase of vehicles

Purchase of plant and equipment

Account Receivables

Travel Advance
Advances to Supplier
Other Receivables

Letter of Credit -Opening

2024 2023
ETB ETB
7,682,826 18,125,497
635,398 743,923
77,772,996 58,812,025
5 2,575,834
4,593,742 4,847,378
428,054 417,910
2,477,813 6,220,478
6,711,387 50,632,084
407,538 488,744
232,135 954,868
392,000 244,157
316,970 426,044
32,586 34,917
369,958 405,591
5 87,294
706,387 432,888
10,361,116 .
98,376,362 511,170,222
211,497,268 656,619,855
s 347,238
1,121,800 1,243,329
- 45,629
648,194,331 643,162,246
649,316,131 644,798,442

The balance termed as letter of credit above includes ETB 520,990,018.44 that have been outstanding for a
long period of time. The balance relates to advances paid mainly for the purchases of laboratory equipment
for Ethiopian Metrology Institute (EMI), which were delivered earlier for the NQID project. However these
iterns have not yet been put to use due to the delay in the completion of the building to accommodate the
equipment. Management confirms that it expects the installation of the equipment to be completed by the
end of March 2025 after the completion of the buildings hosting the equipment.

Cash at Bank and on Hand

Cash on Hand

Cash at Bank Account Ne.
National Bank of Ethiopia 0100511300018
National Bank of Ethiopia 0100511040040

Fund Balance

Opening Balance ”
Opening Fund balance Adjustment 3.:5__,3’5':;1_.
Change during the period Agn., .

Ending balance

Accruals and Tax Obligations
Withholding tax payable
VAT payable

Income Tax Payable

Pension Contribution Payable

Other payable

14

Branch
Head Office
Head Office

2024 2023
ETB ETB
15,612,790 35,091,603
1,599,966 15,952,675
17,212,756 51,044,278
694,636,692 908,007,341
- 48,771
(29,884,617) _ (213,321,878)
664,752,075 694,636,692
236,626 133,808
595,375 501,780
142,593 149,562
81,503 84,995
720,716 335,883
1,776,812 1,206,028
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