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ETHIOPIA AGRICULTURAL BUSINESSES CORPORATION /
REPORTS AND ANNUAL FINANCIAL STATEMENTS

REPORT OF THE MANAGEMENT

FOR THE YEAR ENDED 30 SENE 2015 E.C/(7 JULY 2023)

Management has pleasure of presenting their report on the affairs of Ethiopia Agricultural Business Corporation
together with the financial statements for the year ended 07 July 2023 (30 Sene 2015 E.C) to the stakeholders of
EABC. This report discloses the financial performance and state of affairs of the corporation.

Ethiopia Agricultural Business Corporation (EABC) is a government owned business organization established in
December 20 by 2015 by the proclamation No. 368/2015.

Principal activities
The corporation is principally engaged provide Agriculture inputs and technologies that should considerably
improve production activities are:-

« To buy from domestic and international markets and supply agricultural inputs; undertake agricultural inputs
market price stabilization activitics:

* To render agriculiural mechanization services, agricultural and construction equipment repair services ad provide
rental services of agricultural machineries and transport vehicles;

» To buy from domestic and international markets and supply agricultural machineries and spare parts,
construction equipment and agro-chemicals;

* To provide necessary education for the promotion of the use of modern agricultural machineries; provide
consultancy service in handling and use of agricultural machineries and provide on the job technical trainings;

* To harvest. buy, value add to and process natural gum, produce other forest products, and supply to domestic
and international markets;

. To multiply. clean and process pre-basic and certified seeds of various crops, vegetables and fruits; where
necessary import pre-basic seeds and cause their production or sale them; to sell by products;

Operating results
The corporation's results for the year ended 07 July 2023 are set out on page 5. The profit for the year has been
transferred to retained earnings. The summarized results are presented below.

7 July 2023 7 July 2022
ETB ETB
Revenue 11,208,140,088  4,831,131,560

1.567,240,020 498,383,512
(502,474,123)  (291.412.609)

Profit before income tax
Income tax expense

Total comprehensive income for the vear 1,064,765,897 206,970,903

Other comprehensive income net of taxes 1.905.179 (1.353.129)
Total comprehensive income for the year 1,066,671,076 205,617,774
Management :
The management who held office during the i 10 the date of this report are set out on Corporate
ini'ornyx({on padcs. AN
\ Kifle Woldemariam
~, \Chief Executive Officer —




ETHIOPIA AGRICULTURAL BUSINESSES CORPORATION
STATEMENT OF MANAGEMENT RESPONSIBILITIES

FOR THE YEAR ENDED 30 SENE 2015 E.C/(7 JULY 2023)

The financial Reporting proclamation no847/2014 requires the Corporation to prepare its
financial statements in accordance with the international financial reporting standards (IFRS).

Financial reporting proclamation no 847/2014, require the management to prepare financial
statements in respect of that Corporarion, which give a true fair view of the state of affairs of the
Carporation at the end of the financial year and reporting results of the Corporation for that year.
The management is also required to ensure that the Corporalion keeps proper accounting records
which disclose with reasonable accuracy the financial position of the Comoration. The
management is also responsible for safeguarding the assets of the Corporation.

The management is responsible for the preparation and presentation of the Corporation’s
financial statements which give a true and fair view of the state of affairs of the Corporation for
and as at the end of the financial year ended on 30 Sene 2015 E.C (07 July 2023).

The management accepts the responsibility for the Corporation’s financial statements, which
have been prepared using appropriate accounting policies supported by reasonable and prudent

judgmenis and estmates, in conformity with intemational financial reporting standards (IFRS).

The management is of the opinion that the Corporation’s financial statement give a true and fair
view of the state of Corporation’s transactions during the financial year ended 30 Sene 2015 E.C
(07 July 2023) ard of the Corporation’s [inancial position as a: that date. The management
further confirms the completeness of the accounting records maintained for the Corporation,
which have been rzlied upon in the preparation of the Corporation’s financial statements as well
as the adequacy of the systems of internal financial control.

Nothing has come to the attention of the management to indicate that the Corporation will not
remain a going concern for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Company’s financial statements were approved by the Management on 25 January, 2024
and signed on its behalf by:

Swn,,d )/*}lf of the Board and managements:-

|/ /‘-\
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{? j TS ima Amehte (Dr)
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1le Wolde mariam .
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._ AND AUTHORIZED AUDITOR (ETHIO'Pi

Ref No-HWM364/16

INDEPENDENT AUDITORS’ REPORT

ETHIOPIA AGRICULTURAL BUSINESSES CORPORATION
1. UNQUALIFIED OPINION

We have audited the accompanying financial statements of Ethiopia Agricultural Busincsscs
Corporation which comprise the statement of the financial position as at 30 Sene 2015 E.C (7
July, 2023), Statement of comprehensive income, Statement of changes in equity, 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 present fairly, in all materials respects, the
financial position of the Corporation as at 30 Sene 2015 E.C (7 July, 2023), its financial
performance and cash flows for the year ended in accordance with International Financial

Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

2. BASIS OF UNQUALIFIED 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 Respensibilities for
the Audit of the Financial Statement section of our report. We are independent of the
Corporation in accordance with the international Lthics Standards Board for Accountants’ code
of Ethics for Professional Accounts (IESBA Code) together with the cthical requirements that
are relevant to our audit of the financial statements in Ethiopia, and we have fulfilled our other
ethical responsibilties in accordam.e W.lth these requlrements and the IESBA Code. We believe

that the audit evidence we ha‘.;pfcﬂvtmged N u lcaant an,;:l 1pproprlate to provide a basis for our
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3. KEY AUDUIT MATTERS

Key audit matters are those matters that, in our professional judgments, were of most
significance in our audit of the financial statements of the current period. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our

opinion thereon. and we do not provide a separate opinion on these matters.

Costs amounting birr 5,824,931 incurred and income generated birr 1,632,781 by Mekelle branch
during 2021 and 2022 G.C (battle zone) reflected in the current year financial statement note 5.3
have been considered as key audit matters for our audit during the year. As a result our audit

assessed the materiality level which is immaterial (.015% of total sales).

4. RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED WITH
GOVERNANCE FOR THE FINANCIAL STATEMENTS

The managemert is responsible for the preparation and fair presentation of the financial
stalements in accordance with International Financial Reporting Standards (IFRS) as issued by
the Internationa. Accounting Standards Board (IASB), and for such intemal control as
management determines is necessary to enable the preparation of an Corporation report that is

free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Corporation’s
ability to continue as a going concern, decision, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate

the Corporation or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are re
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5. AUDITOR’S RESPONS R THE AUDIT OF 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

cconomic decisions of users taken on the basis of these financial statements.

Ol(,d@@[”"'l&! &k

Habtewold Menkir
Chartered Certified Accountants (UK)

Authorized Auditors (ETH) A AIMC Fere
Addis Ababa ;
31 January, 2024
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STATEMENT OF FINANCIAL POSITION

AS AT 07 JULY 2023 /( 30 SENE 2015 E.C)

ASSETS Notes
Non-current assets
Property. plant anc equipment 6
Intangible Assets i
Right of use asset 8
Current assets
Inventories 9
Biological assel 10
Contract asset 12
Trade and other receivables 11
Cash and cash equivalents 13
TOTAL ASSETS
EQUITY & LIABILITIES
EQUITY
Paid up Capital 21
Retained earnings 24
Other reserve '
Legal Reserve 22
LIABILITIES
Now-current liubilities
Lease obligation 20
Long Employee benefit obligations 19
Deferred tax liability 25.d
Current liabilities
Trade and Other payables 15
Contract liabilities P ey 16
Short term employee benefit o : : 18
Provisions for outstanding legal cases ,.-'l : 4% A b 17
Employee benefit abligations - Current pnﬁigq - TS
Provision for tax ‘ < %&ﬂ A6 -y 25,

‘Total Liabilities

Wo =%

TOTAL EQUITY & LIABILITIES

The notes on pages 8 10 48 are an integral part of these financial statements.

The fin

management ol }z{num'y 25,

/ b e \
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ecutive Officer

ETHIOPIA AGRICULTURAL BUSINESSES CORPORATION

g

Currency: Ethiopian Birr

ZGZZ

2023
1.402,115.015 |  1.113,560.848
2,400,017 2,880,000
21,356,104 21,410,289
1,425871,136 |  1,137,851,137
4,355,541,449 |  6,182,715.259
24,589,555 6,287,524
253,585,382 | 3,163.775,542
7.038,580,196 |  3,684,247,747
3.426,712,760 | 1,791.011,502
15,099,009,340 | 14,828,037,574
16,524,880,476 | 15,965,888,711
2,537.814,376 |  2,440,000,000
; (826,071,294)
2,054,219 149,040
78.145.385 24.907.090
2,618,013,980 | 1,638,984,837
|
|
11,696,713 48,350,417 |
62,097,983 56,544,162
167.693.886 182.635.084
241,488,582 287,529,664
3,252,747,729 |  2.248.079,201
9,758,201,491 | 11,309.415,295
111,225,278 79,025,932
71,162,799 50,580,542
1,146,752 1,971,436 |
470,893,865 350,301,801 |
13.665,377.914 | 14,039,374,208
13,906,866,496 | 14,320,903,872 |
16,524,880,476 | 15,965,888,711 |
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ETHIOPIAN AGRICULTURAL BUSINESSES CORPORATION

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

Revenue from contracts with
Cost of sales

Gross Operating Profit
Other Income

Expenses

Expected credit loss

Cash impairment loss

Selling and Distribution Expense:
General Administration Expenses

Operating profil
Finance Cost-net

Profit Before Tax
Profit tax expense

Profit (loss) for the vear
Other Comprehensive Income:
Profit (loss) for the year

Remeasurement gain/(loss) on
Deferred tax (liability)/asset on

Notes

CasSiomey 26
28

27

11a

29
30

31

Other comprehensive incame, net of tax

Total comprehensive income

The notes on pages 8 to 48 are an integral part of these financial statements.

H ._
| \
)

e management on January 25, 202

, / | I
Kifle ANoldemaria
Chief Executive Officer

1 Pk 1
A rl"f/tf(

Currency: Ethiopian Birr

2023 2022
11,208,140,088 | 4,831,131,560
(8,856,861,201)| (3,642,571,764)
2,351,278,888 | 1,188,559,796
62.919.842 61.823.175
2,414,198,730 | 1,250,382,971
(39.986,554)|  (32.758,608)
(974.452) o 1
(147,208,838)|  (92.769.512)

(351.949.453)

(594.823.579)

(540,119.297)|  (720,351,700)
1,874,079,433 530,031,271
(306.839.413)|  (31.647.759)
1,567,240,020 498,383,512
(502,474,123)|  (291,412,609)
1,064,765,897 206,970,903
1.064,765,897 206,970,903
2,721,684 (1.933,042)
(816.505) 579913
1,905,179 (1,353,129)
205,617,774

1,066,671,076
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ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 07 JULY 2023 /(30 SENE 2015 E.C)

Cash flows from operating activities

Profit before tax

Less: Gain on sae of equipment

Less: Fixed asset and right of use asset adjustment
Add: Depreciation

Add: Expected credit loss

Add: Cash impairment loss

Add: Interest expense on lease obligation

Add: Provision for inventories

Add: Long term 2mployee benefit

Add: Inter branch head office accounts

Decrease (increase) in trade and other receivables
Decrease (increase) in contract assets

Decrease (increase) in inventories

Decrease (increase) in biological assets

Decrease (increase) in non-current asset held for sales
Increase (decrease) in trade and other payables
Increase (decrease) in contract liabilities

Increase (decrease) in short term employee benefit obligations
Increase (decrease) in provisions for outstanding legal cases
Long term employee benefit paid

Profit taxes paid

Prior period taxes paid

Prior period adjustments

Withholding tax paid

Net eash from (used in) operating activities
Cash flows from investing activities
Expenditure for PPE and intangible assets
Additions to right of use asset

Proceeds from sale of Non-current assets

Net cash from (used in) investing activities

Cash flows from financing activities —

Less: Land lease payment P 7
Less; Lease purchase payment '
Net cash from (used in) financing activities

Net increase (decrease) in eash and eash equw.llen.ts
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year
Cash and Cash Equivalent at end of the year
Cash on hand

Cash at bank

Total Net Cash and cash Equivalent at end of the year

The notes on pages 8 to 48 are an integral part of these ﬁnancial statements.

e

v’

Currency: Ethiopian Birr

1.791,011,502

2023 2022
1.567,240.020 498,383,512
(5.521,299) (9.011,216)
928.720 2,015,112
88.831,050 §3,724,845
39.986.554 32.758.608
974.452 L
229,616 =
(334,977,751) -
8.597,572 7.436,856
0 45,948
(3.394,319.002) (892,798.060)
2,910,190,160| (2,227,183,782)
2,162,151,561 | (3.488,0626,432)
(18,302,031) 3,697,903
. % 483,999
1.004,668.528 1.336.713.399
(1,551,213,804) 6.148,234.765
32,199,346 19.865.110
20,582,257 (32,381,579)
(1,146,752) (1,971,436)
(350.301.801) (431.069.316)
(65,061,254)  (33,475374)
(22,580,679) -
(47,337.961) (33,409,776)
2.045,817,508 983,533,087
(378,383,690) (172.526,145)
- (18.396,991)
6,125,220 9.622.425
(372,258,476) {181.300.710) |
(67,410) = .
(36.815.,910) (17,395,478}
(36,883,324) (17,395 47&)'
1,636,675,709 784.836.895 |

1.006.174, 6[]?

3,427,687,211

1,791,011,502 |

3.427.687.211

2,936,132 |
1,788.075,370

3.427,687,211

1,791,011,502
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ETHIOPIAN AGRICULTURAL BUSINESS CORI'ORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

1 General information

Fthiopian Agricultural Business Corporation was established by Council of Ministers Regulation No. 368/2015 on b
of December 205, with the objective to;

- Buy from domestic and international markets and supply agricultural inputs, process same; undertake agricultural
inputs market price stabilization activities;

- Render agricultural mechanization services, agricultural and construction equipment repair services and provide rental
services of agricultural machineries and transport vehicles;

- Buy from domestic and international markets and supply agricultural machineries and spare parts, construction
equipment and azro-chemicals;

- Provide necessary education for the premotion of the use of modern agricultural machineries; provide consultancy
service in handling and use of agricultural machineries and provide on the job technical trainings;

- Harvest, buy. value add to and process natural gum, produce other forest products, and supply to domestic and
international markets:

- Undertake agricultural land development studies and preparation of designs, agricultural land surveving, clearing,
leveling, drainage and irrigation activities as well as other activities related to agricultural land development;

- Cause undertzKing of feasibility studies, design preparation, technology selection and negotiation, erection and
commissioning of new and expansion projects as well as for research activities;

- Cause the local designing and manufacturing of agricultural machineries and spare parts in partnership with capable
local and foreigr companies;

- Work in coopzration with the concerned educational research and training institutions in producing trained manpower
in such fields. numbers and quality as required by the sector;

- Undertake studies, based on direction given to it by the Ministry of Public Enterprises, for the acquisition of financial,
technological and modern governance inputs (including atracting investments or participating in investments) that can
help it to become competitive, both locally and globally, and profitable and implement same upon approval;

- Multiply, clean and process pre-basic, basic and certified seeds of various crops, vegetables and fruits; where necessary
import pre-basic seeds and cause their production or sale them; to sell byproducts

- Undertake research and implement improvements with respect to the supply of agricultural inputs, agricultural
machineries repzir, the praduction and marketing of natural gum, mechanization services and related matters and thereby
ensure its competitiveness;

- Tell bonds, collateralize, negotiate and sign loan agreements with local and foreign sources in accordance with
directives issued by the Ministry of Finance and Economic Corporation and on the basis of the guidance of Ministry of
Public Enterprise;

- Engage in other related activities for the attainment of its purposes.

The Corporation is accountable to Ethiopian Investment Holding and governed by the Pub]rc Enterprises establishment
proclamation Nc. 25/1992. 1t is domiciled in Ethiopia.

The address of its registered office is:

Post Office Box 6898,

Email. ethagribusco.gov.et,

Akaki-Kality Suo-city, Woreda/06, Addis Ab__gat_:g%,__\lj:__th_icpia
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ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

2 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 year presented.

2.1 Basis of preparation

These financial siatements are prepared in accordance with International Financial Reporting Standards (1FRS) and
related interpretations as issued by International Accounting Standard Board (IASB).

The financial statements have been prepared under the historical cost convention except for certain praperties and

financial instruments that are measured at revalued amounts or fair values as explained under significant accounting
policies section below.

2.2 Functional and presentation currency

a) These financial statements are presented in Ethiopian Birr (ETB). which is the Corporation’s functional currency. All
financial information presented in Ethiopian Birr has bezn rounded to the nearest birr in the Corporation’s financial
statements and in the notes to the financial statements.

b) Foreign currency transactions are translated into the functional currency using exchange rates prevailing ar the dates of
the transactions cr valuation where items are re-measured. Foreign exchznge pains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in the statement of profit or loss and other compreliensive income
unless it qualifies for capitalization to fixed assets or effectively hedged.

2.3 Going Concern

The financial statements have been prepared on a going concern basis. The management has made an assessment of
corporation's ability to continue as going concern and is satisfied that the corporation has resources to continue in
business for foresceable future, Furthermore, the management is not aware of any material uncertainties that may cast
significant doubt upon the corporation's ability to continue as going concern. Therefore, The management have no doubt
that the corporation would remain in existence after 12 months.

2.4 Accounting estimates

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates.
It also requires the management to exercise their judgment in the process of applying the Corporation’s accounting
policies. The areas involving higher degree of judgment or complexily, or where assumptions znd estimates are
significant 1o the financial statements, are disclosed in note 3 below.

-~ -
2.5 Changes in accounting policies and disclosures 7 4
Vi :
& ] I'he Corporation has applied the following standards and amcndm;:ntsfl'or its armual rcpomn;: period commencing 8 July

2022: i< pear

IAS 1: Presentation of Financial Statements

[AS 1 "Presentation of Financial Statements" sets out the overall requirements for financial statements, including how
they should be structured, the minimum requirements for their content and overriding concepts such as going concern, the
accrual basis of eccounting and the current/non-current distinction. The standard requires a complete set of financial
statements to com pnse a statement of financial posmon a statemertt of profit or loss and other com rehenswe income, a
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IAS 37: Provision, contingent liabilities and contingent assets

IAS 37 "Provisions, Contingent Liabilities and Contingent Assets" outlines the accounting for provisions (liabilities of
uncertain timing or amount), together with contingent assets (possible assets) and contingent liabilities (possible
obligations and present obligations that are not probable or not reliably measurable). Effective for interim and annual
financial statements relating to fiscal years beginning on or after January 1, 2011, earlier application is permitted. The
amendments are effective for annual periods beginning on or after January 1, 2022, Early application is permitted. The
Corporation opted to apply the amendments when due.

IFRS 3: Business combination

IFRS 3 "Business Combinations" outlines the accounting when an acquirer obtains control of a business (e.g. an
acquisition or merger). Such business combinations are accounted for using the ‘acquisition method', which generally
requires assets acquired and liabilities assumed to be measured at their fair values at the acquisition date. Eftective tor
interim and annual financial statements relating to fiscal years beginning on or after January 1, 2011, earlier application is
permitted. The amendments are effective for annual periods beginning on or after January 1, 2022. Early application is
permitted if an entity also applies all other updated references (published together with the updated Conceptual
Framework) at the same time or earlier. The standard is not relevant for the Corporation’s reporting purpose as of now.

The amendmenis shall be considered when the Corporation gets involved in a transaction that involve business
combination.

Annual Improvements to IFRS Standards 2018-2020

IFRS 9 — The amendment clarifies which fees an entity includes when it applies the ‘10 per cent’ test in paragraph B3.3.6

of IFRS 9 in assessing whether to derecognize a financial liability. An entity includes only fees paid or received between
the entity (the borrower) and the lender, including fees paid or received by either the entity or the lender on the other’s
behalf.

IFRS 16 — The amendment to Illustrative Example 13 Corporationing [FRS 16 removes from the example the illustration
of the reimbursement of leasehold improvements by the lessor in order to resolve any potential confusion regarding the
treatment of lease incentives that might arise because of how lease incentives are illustrated in that example.

IAS 41 — The amendment removes the requirement in paragraph 22 of IAS 41 for entities to exclude taxation cash flows
when measuring the fair value of a biological asset using a present value technique.

The improvements are effective for annual reporting periods beginning on or after | January 2022 Early application is
permitted. The Corporation shall apply the improvements when due. The improvements are not expected to haw. huge
impact on the Corporation’s financial statements.

Property, Plant and Equipment — Proceeds before Interded Use (Amendments to [AS 16) =~ t a

‘The amendments prohibit deducting from the cost of an item of property, plant and eqmpment any pmceedn from se llmg
items produced while bringing that asset to the location and condition necessary for it to be capable of*"ﬁé'tanng m the
manrer intended by management. Instead, an entity recognizes the proceeds from selling such items.: ,ana e Gost of
producing those items, in profit or loss. Annual reporting periods beginning on or after | January 2022. The Corporation
opted to apply the amendments when due.

The amendments listed above did not have any impact on the amounts recognized in prior periods and are not expected to
significantly affect the current or future periods.

New Standards, amendments, interpretations not yet effective but earlier adopted by the Corporation

There are no new standards and amendments to standards and interpretations that are pot landatory for the period ending
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IAS 12 amendments on deferred tax

Deferred tax related to Assets and Liabilities arising from a Single Transaction (Amendments to [AS 12) that clarify how
companies account for deferred tax on transactions such as leases and decommissioning obligations. Effective for annual
reporting periods beginning on or after | January 2023. The Corporation shall apply the amendment when due. The
amendments are not expected to have an impact on the Corporation’s financial statements.

Definition of Accounting Estimates (Amendments to IAS 8)

The amendments replace the definition of a change in accounting estimates with a dzfinition of accounting estimates.
Under the new definition, accounting estimates are “‘monetary amounts in financial statements that are subject to
measurement uncertainty”. Entities develop accounting estimates if accounting policies require items in financiel
statements to be measured in a way that involves measurement uncertainty. The amendments clarify that a change in
accounting estimate that results from new information or new developments is nat the correction of an error. Effective for
annual reporting periods beginning on or after 1 January 2023, The Corporation shall apply the amendment when due.
The amendments are not expected to have an impact on the Corporation’s financial statements.

Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2)

The amendments require that an entity discloses its material accounting policies, instead of its significant accounting
policies. Further amendments explain how an entity can identify a material accounting policy. Examples of when an
accounting policy is likely to be material are added. To support the amendment, the Board has also developed guidance
and examples 1o explain and demonstrate the application of the ‘four-step materiality process” described in IFRS Practice
Statement 2. Effective for annual reporting periods beginning on or after 1 January 2023, The Corporation shall apply
the amendment when due. The amendments are expected to have an impact on the Corporation’s financial statements.

Classification of Liabilities as Current or Non-Current (Amendments (o IAS 1)

The amendment clarifies how conditions with which an entity must comply within twelyve months after the reporting
period affect the classification of a liability. Effective for annual reparting periods beginning on or afler 1 January 2024,
The Corporation shall apply the amendment when due. The amendments are expectcd lo-have an- 1mpact on the
Corporation’s financial statements. i ™

Lease Liability in a Sale and Leaseback (Amendments to [FRS 16)

The amendment clarifies how a seller-lessee subsequently measures sale and leasé'baék transactions that satisfy the
requirements in IFRS 15 to be accounted for as a sale. Effective for annual reportm& pertﬁdsabegmnmg on or after |
January 2024. Tke corporation shall apply the amendinent when due. The umendmentsare, cxpuued Lo have an impact on
the company’s financial stataments.

Supplier Finance Arrangements (Amendments to IAS 7 and IFRS 7)

The amendments add disclosure requirements, and ‘signposts’ within existing disclosurc requircments, that ask cntitics to
pmwdc qualltat:ve and quantitative mfurmdllun dbULII. buppller finan ffective for annual reporting
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2.6

2.7

Revenue from contracts with customers

Revenue from sales of goods and provision of services is recognized in the 2ccounting period in which the obligations of
delivery of goods or provision of services are met. For fixed-price contracts, revenue is recognized based on the actual
service provided (good delivered) to the end of the reporting period as a proportion of the total services to be provided
(percentage of completion method). Estimates of revenues, costs or extent of progress toward completion are revised if
circumstances change. Any resulting increases or decreases in estimated revenues or costs are reflected n profit or loss in
the period in which the circumstances that give rise to the revision become known by management.

The consideration received from customers is recarded as deferred revenue until the goods are delivered or service has
been provided unless service is provided instantly in which case revenue is recognized immediately upon cash collection.
Deferred revenues are recorded as revenues when service is provided or goods are delivered. Other revenues that include
revenues from interest and investment income are recordad as they are earned.

The specific accounting policies for the Corporation’s main types of revenue are explained as follows;

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of ownership of the goods have
passed to the buyer, usually on delivery of the goods.

Rendering of services

Revenues from land clearing service, repair and maintenance service, plowing, disking and riding, harvesting, planting
and seeding are recognized by reference to the stage of completion. Stage of completion is measured by reference to
extent of total costs incurred to date as a percentage of total estimated costs to complete each contract. When the contract
outcome cannot bz measured reliably, revenue is recognized only to the extent that the expenses incurred are eligible to be
recovered.

Rental Income

Rental income arising from operating leases cn machinery and equipment is accounted for on a straight-line basis over the
lease terms and is included in revenue due to its operating nature.

Inventories

Inventories are steted at the lower of cost and net realizable value. Costs comprise direct materials and where applicable
direct labor costs and those overheads that have been incurred in bringing the inventories to their present location and
condition. Costs of issues arc calculated using the weighted moving average method. Net realizable value represents the
estimaled selling price less all estimated costs of disposal.

Redundant and slow-moving inventories are identified on a regular basis and writien down to their realizable values.
Consumables are written down with regard to their age, condition and utility.

The payments towards purchase of assets/ inventories are recorded and reported as prepayment unless the 'h_élow_
conditions are me:. : N &

(a) The Corporation has a present right to payment for the asset 4
(b) The Corporation has lcgal title to the asset

(¢) The Corporation has physical possession of the asset

(d)The Corporaticn has the significant risks and rewards of ownership of the ass
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1.8 Property, plant and equipment

Properties held for use in the supply of services, or for admirisirative purposes and properties in the course of
construction are carried at cost, less accumulated depreciation, less any recognized impairment loss. Cost includes
professioral fees and for qualifying assets borrowing costs capitalized in accordance with the Corporation’s accounting
policy. When major components of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment and are depreciated over their respective useful lives.

Maintenance and repair costs are recognized as follows: Maintenance expenses incurred during the useful life of
property, plant and Equipment (regular maintenance activities to maintain the asset in a good condition) are recordad as
operating expenses. The cost of periodic major overhaul programs are capitalized as a separate component and
depreciated over its expected useful life. That is, Major overhaul expenditure, including replacement spares and labor
cosls, is capitalized and amortized over the average expected life between major overhauls.

Depreciation on property is charged so as to write off the cost of the assets, other than properties under construction, ovar
their estimated useful lives, using the straight line method. Depreciation on assets under construction commences when
the assets are ready for their intended use. Salvage value is estimated to be 0.5% of the original cost or Br 100.00

whichever is higher. The percentage for calculation of Depreciation is as follows and it is applied on total depreciable
costs of the asset.

P Depreciation rate Residual value
I'roperty, plant and Equipment

in % in %
Land improvements, Building and Infrastrucrure 2 5%
Grain mill, Seed processing and cleaning 5 1%
Machineries, Generators, Construction Equipment and Surveying 2quipment 10 1%
Motor Vehicles 10 5%
Office Furniture .Fixtures and equipment _ e 20 1%
Computer and Accessories -‘/ AS 20 1%
Communication equipment T " 1™ year 34 after 33 1%
Human Laboratory material and medical equmment f<if % 4 20 1%
Seed and Soil Laboratory mzterial and equipment || < | 3 10 1%
House Hold Equipment and Furniturc 20 1%
Agricultural Equipmenr and Implements 10 1%
Agricultural tools 20 1%
Workshop and teaching aid machineries 3 1%
Warkshop Equipment znd tools 10 1%
Fuel and water tankers, Weight Seale sewing machine and Conveyors belt 10 1%

The estimated useful life, depreciation method and residual value are reviewed at the end of each annual reporting period,
with the effect of any changes in estimate being accounted for on a prospective basis. No depreciation is provided for
projects in progress. When the Corporation receives credits from manufacturers in connection with the acquisition of
certzin Equipment's_ the credits are offset against the cost of related fixed asset. The spares acquired on the introduction
or expansion of service, as well as routable spares purchased separately are carried as property, plant and equipment if
imeel recognition criteria and generally deprecizte in line with the fixed asset to which they relate.

Property, plant and equipment items whose individual unit costs are less than birr 5,000.00 are charged to operating
expenses. Gains or Iosses arising on dislmsal or retirﬂnem 0*' an asset are determi 5 thed iffer.gll_cﬁx veen the sales
- SfpLeens |
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2.9 Intangible assets

2.10

Intangible assets acquired separately are reported at cost less accumulated amortization and accumulated impairment
losses. Amortization is charged on a straight-line basis cver their estimatzd useful lives. The amortization period and the
amortization method for an intangible asset with a finite useful life is reviewed at least at the end of each reporting period.
Changes in the expected useful life or the expected pattern of consumption of future economic benefits embodied in the
asset is accounted for by changing the ameortization period or method, as appropriate, and are treated as changes in
accounting estimates, with the effect of any changes in estimate being accounted for on a prospective basis.

For internally-generated intangible assets, the expenditure on research activities is recognized as an expense in the year in
which it is incurrad and the development expense from the development phase of an internal project is recognized if, and
only if. all of the following have been demonstrated:

a) The technical feasibility of completing the intangible asset sa that it will be availahle for use;

b) The intention to complete the intangible zsset and use or sell it;

¢) The ability to use or sell the intangible asset,

d) How the intangible asser will generate probable future economic benefits;

¢) The availability of adequate technical, financial and other resources to complete the development and to use or sell the
intangible asset; and

) The ability to measure reliably the expenditure attributable to the intangible asset during its development.

The amount initially recognized for internally-generated intangible assets is the sum of the expenditure incurrec from the
date when the intangible asset first meets the recognition criteria listed above. Where no internally-generated intangible
asset can be recognized, development expenditure is charged to net income in the year in which it is incurred. The
Corporation’s intangible assets which have a finite useful life are amortized over their useful life using straight-line
method as follows while intangibles with indefinite life are not amortized but tested annually for any impairment.

Intangible Assel ¥ 8o, *ho Amortization rate in %
Computer Software % Y 2 ™ 10

[ g

8 pe i
Externally acquired intangible assets are capitalized at cost only when future economic benefits are probable. Costs
include the purchase price together with any direlf‘t_lj;'étt;ibutable expenditure, Intangible assets with finite usetul lives that
arc acquircd scparately are carried at cost less ac%u’i’flﬁﬂﬁc & _':'H;ti_zation and accumulated impairment losses. Intangible
assets with indefinite useful lives that are acquired separately-are carried at cost less accumulated impairment losses.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net disposal
procceds and the carrying amount of the asset and are recognized in the income statement when the asset is derecognized.

Employee benefits

The Corporation has various post-employment schemes, including definad benefit and defined contribution pension plans
and post employment benefits.

Defined contribution plan

‘I'he defined contribution plan (Pension scheme) is in line with the provisions of Ethiopian pension law. Funding under
the scheme is 7% and 11% by employees and the Corporation respectively. The scheme is based on the emplovees' salary.

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

Defined benefit plan
The liability recognised in the statement of financial peSition
defined benefit cbligation at the end of the reporting period.,

X,
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2.11

The defined benefit obligation is calculated annually using the projected unit credit method. The present value of the
defined benefit obligation is determined by discounting the estimated future cash outflows using interest rates of high-
quality corporate bonds that are denominated in the currency in which the benefits will be paid, and that have terms to
maturity approximating to the terms of the related obligation.

The current service cost of the defined benefit plan, recognised in the income statement in the employee benefit expense,
except where it is required to be included in the cost of an asset. It reflects the increase in the defined benefit obligation
resulting from employee service in the current year, benefit changes. curtailments and settlements.

Past-service costs are recognised immediately in income.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are chargec or
credited to equity in other comprehensive income in the period in which they arise.

Termination henefits

Termination beneits are payable to Employees 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 Corporation
recognises termination benefits when it is demonstrably committed to eitker: 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.

Bonus plans

The Corporation recognises a liability and an expense for bonuses based on management decision. The Corperation

recognises a provision where contractually obliged or where there is a past practice lhul has created a constructive
obligation.

Short-term employee benefits [

(=]

Short-term employee benefits which include the annual salary, performance bonuses, ' paid vacations not included in the
annual salary, short-term sick leave, health, dental and life hlsuranéc.bénfi’ﬁ;ﬁk};hcs_c benefits are measured on an
undiscounted basis and are expensed as the related service is recieved. .. “”

Current and deferred income tax

Current income tax assets and liabilities for the current period are measured at the amount expected to be recovered from
or paid to the taxeation authorities. The tax ratss and tax laws used to compute the amount are those that are enacted or
substantively enacted, at the reporting date. Current income tux relaling to items recognized directly in equily is
recognized in equity and not in the income statement. Management periodically evaluates positions taken in the tax
returns with respect to situations in which applicable tax regulations are subject to interpretation and establishes
provisions where appropriate.

The Corporation utilizes the asset and liability method of accounting for taxes under which deferred rax assets and
liabilities are recognized for the estimated future tax consequences attributable to differences between the financial
statement carrying amount and the tax basis of assets and liabilities. Deferred tax assets and liabilities are measured using
enacted or substantively enacted tax rates thar are expected to apply for the vear in which those temporary differences are
expected to be recovered or settled. The effect on deferrsd tax assets and liabilities ofa change in tax rates is recogmzed

considered probable.
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2.12

213

Impairment of non-financial assets

The Corporation reviews at each statement of financial position date whether there is any indication of impairment
(obsolescence, physical deterioration, significant changes in the method of utilization, performances falling short of
forecasts, decline in revenues, other external indicators) or reversal of impairment loss. Non-financial assets are
considered to be impaired when there is objective evidence that, as a result of one or more evenrs that occurred after the
initial recognition of the non-financial asset, the asset’s carrying amount exceeds its recoverable amount. The recoverable
amount of an asset is the greater of its value in use and its fair value less costs of disposal. The value in use is determined
by the estimated present value of future cash flows generated by the asset.

When there is a reversal of impairment loss, the carrying amount of the asset is increased to the lower of the recoverable
amount and the carrying amount (net of depreciation or amortization) that the asset would have had if previous
impairment loss had not been recognized. The reversal of impairment loss is recognized in net income. Non-financial

assets other than goodwill that suffered impairment are reviewed for possible reversal of the impairment at each reporting
date,

Financial Instruments

Initialrecognition / s

of the instrument. All financial assets are recogmsed :mhally using the trade date which 1s{hesdate the Corporation
commits itself to the purchase or sale. {

Classification \ . }“

The Corporation classifies its financial instruments into the following categories :

Financial assets that are held within a business model whose objective is to hold assets in order to collect contractual cash
flows, and for which the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding, are classified and measured at amortised cost;

Financial assets that are held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets, and for which the contractual terms of the financial asset give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal amount outstanding, are classified and
measured at fair value through other comprehensive income.

All other financial assels are classified and measured at fair value through profit or loss, notwithstanding above the
Corporation may :

a) On initial recognition of an equity investment that is not held for trading, irrevocably elect to classify and measure it at
fair value through other comprehensive income

b) On initial recognition of a debt instrument. irrevocably designate it as classified and measured at fair value through
profit or loss if doing so eliminates or significantly reduces a measurement or recognition inconsistency.

All other financial liabilities are classified and measured at amortised cost. Financial instruments held during the vear
were classified as follows:

- Demand and term deposits with banking institutions, trade and other receivables, and investments.j
securities were classified as at amortised cost:
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