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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 |

,J 13

'”u \.ul_,ﬂ“t i
¥ H At i’h‘k‘-‘\“
Dhizin Al

% 4’;
’ﬂ




ETHIOPIAN AGRICULIURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

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.

Lh
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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:

n_government
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Measurement

On initial recognition:

i) Financial assets or financial liahilities classified as at fair value through profit or loss are measured at fair value.
ii) Trade receivab es are measured at their ransaction price.

iii) All other categories of financial assets and financial liabilities are measured at the fair value plus or minus transaction
costs that are directly atributable to the acquisition or issue of the instrument

Subsequent measurement

Interest income, dividend income, and exchange gains and losses on monetary items are recognised in profit or loss.

Amortised cost is the amount at which the financial asset or liability is measured on ‘nitial recognition minus principal
repayments, plus or minus the cumulative amortization using the effective interest mathod of any difference between the
initial amount and the maturity amount and, for financial asscts, adjusted for any loss allowance..

Impairment

The Corporatiun recognises a loss allowance for expected credit losses on debt instruments that are measured at amortised
cost or at fair value through other comprehensive income. The loss allowance is measured at an amount equal to the
lifetime expected credit losses for trade receivables and for financial instruments for which: (a) the credit risk has
increased significantly since initial recognition; or (b) there is observable evidence of impairment (a credit-impaired
financial asset). If, at the reporting date, the credit risk on a financial asset other than a trade receivable has not increased
significantly since initial recognition, the loss allowance is measured for that financial instrument at en amount equal 10

12-month expected credit losses. All changes in the loss allowance are recognised in profit or loss as impairment gains or
losses.

Lifetime expected credit losses represent the expected credit losses that result from all possible default events over the
expected life of a financial instrument. 12-month expected credit losses reprasent the portion of lifetime expected credit
losses that result from default events on a financial asset that are possible within 12 months after the reporting date.

Expected credit lesses are measured in a way that reflects an unbiased and probability-weighted amount detenningd by
evaluating a range of possible outcomes, the time value of money, and reasonable and supportable information that is

available without undue cost or effort at the reporting date about past events, current conditions and forecasts of future
economic conditions. = .

For receivables, the Corporation applies the simplified approach permitted by IFRS 9 Whlchll:qm] es expected lifetime
losses to be recognised from initial recognition of the receivables, | ¥ f
Presentation '. "'_ s
All financial assels are classified as non-current except those with maturities })f less 1 12 months from the statement of
financial position date, those which management has the express intention of hnldingT01 Tess-than 12 months from the
statement of financial position date or those that are required to be sold to raisc opcratmgi_af)_ltal, in which case they are
classified as current assets.

All tinancial liabilities are classified as non-current except those expected tc be settlzd in the Corporation's normal

operating cycle, those payable or expected to be pai i onths of the statement of financial position datz and
those which the Corparation does not have ofiK rfghtdq, r settlement for at least 12 months after the
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statement of financial position date.
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2.14

Derecognition / write off

Financial assets are derecognized when the rights to receive cash flows from the financial asset have expired, when the

Corporation has fransferred substantially all risks and rewards of ownership, or when the Corporation has no reasonable
expectations of recovering the assel.

Financial liabilities are derecognized only when the obligation specified in the contract is discharged cancelled or expires.
When a financial asset measured at fair value through other comprehensive income, other than an equity instrument, is
derecognized, the cumulative gain or loss previously recognised in other comprehensive income is reclassified from
equity to profit or loss as a reclassification adjustment. For equity investments for which an irrevocable election has been
made to present changes in fair value in other comprehensive income, such changes are not subsequently transferred to
profit or loss.

Offsetting

Financial assets and liabilities are offset and the nel amount reported in the statement of financial position only when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis, or
realize the asset and settle the liability simultaneously.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand and deposits with any qualifying Nnancial institution repayable on
demand or maturing within three months of the date of acquisition and which are subject to an insignificant risk of change
in value.

Provisions

Provisions, inclucing provisions for legal litigations, restructuring and environmental issues, are recognized when the
Corporation has a present obligation (legal or constructive) as a result of a past event, it is probable that the Corporation
will be required to settle the obligation, and a reliable eslimate can be made.

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at
the statement of financial position date, taking into account the risks and uncertainties surrounding the obligation. Where
a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present
value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party,

the receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the amount of the
receivable can be measured reliably,

A restructuring provision is recognized when the Corporation has developed a detailed formal plan for the restructuring
and has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement the plan
or announcing its main features to those affected by it. The measurement of a restructuring provision includes only the
direct expenditures, mainly severance costs, arising from the restructuring, which are those amounts that are both
necessarily entailed by the restructuring and not associated with the ongoing activities of the Corporation.

The environmental provision includes estimated costs et ent laws and regulations when such costs can he

reasonably estimzted. Estimates of the anticipat utpm cﬁ%t&f'f:gr r%mad),'i_‘ n work are based on the Corporatlc»n 5 prior
experience. _ swwosem, A B a7 T i ;
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Provisions for warranty-related costs are recognized when the product is sold or service provided to the customer. Initial
recognition is based on historical experience. The initial estimate of warranty-related costs is revised annually.

Leases

Lease sets out the principles for the recognition, measurement, presentation and disclosure of leases. The objective is to
ensure that lessees and lessor provide relevant information in a manner that faithfullv represents those transactions. The
standard introduces a single lessee accounting model and requires a lessee to recognize assets and liahilities for all leases
with a term of more than 12 months, unless the underlying asset is of low value. A lessee is required to recognize a right-
ol-use asset representing its right o use the underlying leased asset and a lease liability representing its obligation (0 make
lease payments.

The company recognized:

_ all lcases as right -of-usc-assct at cost. Cost of right-of-usc assct includes the amount of leasc liability, lcasc payments
made ul or before the commencement date (less any lease incentives received), any initial direct costs incurred and an
estimate of costs to be incurred by the company in dismantling and removing the underlying asset, restoring the site on
which it is locatec or restoring the underlying asset to the condition required by the terms and conditions of the lease,
unless those costs are incurred to produce inventories.

_ a lease liability at the present value of the lease payments that are not paid at that date. Present value of lease payments
will be determined by discounting future lease payments at the interest rate implicit in the lease arrangement, if it is
readily determined or zt company's incremental borrowing rate.

The company measures:

_ right-of-use assets using cost model, i.e. cost at initial recognition less accamulated depreciation (in line with TAS 16:
Property, plant and Equipment) and accumulated impairment losses (in line with 1AS 36: Impairment of Assets).

_ lease liability by increasing its carrying amount to reflect interest on the lease liability and by reducing its carrying
amount to reflect lease payments made.

Interest incurred on lease liability will be recognized in the statement of profit and loss as a finance cost.
Determination of whether an arrangement is a lease, or contains a lease

The determination of whether an arrangement is a lease, or contains a lease, is based on the substance of the arrangement
and requires an assessment of whether the fulfillment of the arrangement is dependent on the use of a specific asset or
assets or whether the arrangement conveys a right to usc the asset,

3 Critical accounting estimates and judgments

3.1

The preparation cf financial statements in conformity with International Financial Reporting Standards requires the use of
certain accounting estimates. It also requires management to exercise judgment in the process of applying the
Corporation’s accounting policies. Accordingly, in the process of applying the Corporation’s accounting policies, the
management has nade estimates and assumptions that affect the reported amounts of assets and liabilitizs within current
and future financ.al periods. These estimates and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. The critical areas of accounting estimates and judgments in relation to the preparation of these financial
statements are as set out below:
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FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

3.2

3.3

3.6

3T

- Significant decline in the market value beyond the level which would be expected from the passage of time and

- Significant changes in technology and regulatory environments.

- Evidence from intemal reporting which indicates that the performance of the asset is, or will be, worse than expected.

Useful lives and residual values of Property, Plant and Equipment: Critical cstimates are made by management in
determining the useful lives, usage pattern and residual values of property, plant and equipment based on the intended use
and economic lives of those assets. Subsequent changes in circumstances such as technological advances or prospective
utilization of the assets concerned could result in the actual useful lives or residual values differing from initial estimates.

Management uses judgment and estimates in determining the appropriate amounts in recording deferred income taxes,
giving consideration to timing and probability of realization. Actual taxes could significantly vary from these estimates as
aresult of a variety of factors including future events, changes in income tax law or the outcome of reviews by tax
authoritics and related appeals. The Corporation has recognized any deferred tax assets on its deductible temporary
differences and unused tax lesses as it has determined that it is probable that taxable profit will be available against
which the deductible temporary differences and unused tax losses can be uti'ized. The resolution of these uncertainties
and the associated final taxes may result in adjustments to the Corporation’s deferred and current tax situations.

Post-employment and other employee benefits except for the defined contribution component of the pension plans require
certain level of estimation with respect of employee turnover rates. Due to the long-term nature of these benefits, such
estimates are subject to significant uncertainty. Actual results may differ from results that are estimated based on
assumptions,

The Corporation uses judgment in assessing. at each reporting date, whether there is any indication that financial assets
may have lost value requiring the undertaking of an impairment test. These tests are designed, in part, to determine a
recoverable amount, which is the fair value. Difference in estimates could materially affect the financial statements in
determining both the impairment existence and the amount of impairment.

Determining whether a liability should be recognized as a provision requires management to exercise judgment. The
Corporation must determine if a present obligation arises from past events, if it is probable that the Corporation will be
required to settle the obligation and if a reliable estimate can be made of the amount of the obligation. The decision is
based on managerient’s experience and judgment. If the Corporation considers that onc of the taree conditions is not
satisfied, it must still determine if a contingent liability should be disclosed in the notes, unless the possibility of any
outflow in settlements is remote.

Post-employment benefits

Management uses estimates when determining the Corparation's liahilities and expenses arising from defined benefit

pension schemes. Management is requirad to estimate the future rates of inflation, salary increases, discount rates and
longevity of members, cach of which may have a material impact on the defined benefit obligations that are recorded.
Further details, including a sensitivity analysis, are included in Note 17 to the financial statements.
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ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 1015 E.C)

4.2

Financial risk management
Introduction

The Corporation’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk and interest rate
risk), credit risk and liquidity risk. The Corporation’s overall risk management programme focuses on the unpredictability of

financial markets and seeks to minimise potential adverse effects on its financial performance. The Corporation does not hedge
any of its risk exposures.

Financial risk management is carried out by the finance department under policies approved by the Management Board. The board
provides written principles for overall risk management, as well as written policies coverirg specific areas such as foreign
exchange risk, interest rate risk, cradit risk and investment of excess liquidity.

The table below summarises categorics of financial instruments held by the Corporation:

Financial assets

Trade receivables
Subsicy recievable from Ministry of Finance

Staff receivables

Retention recievable
Deposits with financial institutions

Financial liabilities

Trade payables
Lease obligations

7 July 2023
Birr

5.263,397.950
1,634,386,951

7 July 2022
Birr

1,744,434 390
1.722,304,143

24,895,062 32,139,998
9,622,519 9,622,519
3.426,712,760  1,791,011,502
10.359,015,241  5,299,512,552

1.831,775,443
11,696,713

2,042,015,403
48,350,417

1,843,472,157

2,090,965,880

Market risk
(i) Foreign exchange risk

The Corporation is exposed to foreign exchange risk arising from various currency exposures, primarily, with respect to the US
dollar and Euro. Foreign exchange risk arises from future commercial transactions and recognised assets and liabilities,

The Corporation does not actively manage foreign exchange risk arising from future commercial transactions and recognised
assets and liabilities, the Corporation usually gets authorisation from Commercial Bank of Ethiopia (CBE) regarding foreign
denominated transactions. Foreign exchange risk arises when future commercial transactions or recognized assets or liabilities are
denominated in a currency that is not the entity’s functional currency. The Corporation's exposure to currency flactuation is
minimal as prices and service charges of the Corporation take into account such effects and it is effectively transferred to
customers.

(ii) Price risk

The Corporation does not hold invesiments or securities that would be subject to price risk. The Corporatian is not exposed to
commaodity price risk

(1ii) Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will be affected-by.changes in market interest rates. The
Corporation's exposure to interest rate risk relates primarily to bo 25 dt'va riﬁg']é- rates. Fixed rate borrowings-only give rise 1o
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4.3

7 significant change to.the borrower’s ability to meet its obligations. /

7 July 2023 7 July 2022
Birr Birr
Borrowings 11,696,713 48,350,417

Sensitivity analysis

Sensitivity to changes in interest rates is normally only relevant to financial assets or financial liabilities bearing floating interest
rates. However, sensitivity will also be relevant to fixed rate financial assets and financial liabilities which are remeasured to fair
value. There Corporation has no financial assets or liability measured at floating rate or at fair value at the reporting date.

Credit risk

Creditrisk is the risk that a counterparty will default on its contractual obligations resulting in financial loss .
The Corporation is exposed to credit risk in respect ofi-

payment of trade receivables as invoices fall due 30 days after being raised
contractual cash flows of debt investments and other receivables carried at amortised cost .

While cash and cash equivalents and debt investments at amortised cost are also subject to the impairment requiremen:s of IFRS
9, the identified impairment loss was immaterial,

The amount that best represents the Corporation’s maximum exposure to credit risk is made up as follows:

Fully performing Impaired -
Over 365 days
Birr Birr
7 July 2023
Trade receivables 5,263,397,950 157,040,292
Subsicy recievable from Ministry of Finance 1,634,386,951 -
Statt receivables 24,895,062 -
Retention recievable 9,622,519 -
Deposits with financial institutions s 3.426.712,760 &

e A A 10,359,015,241 157,040,292

7 July 2022

Trade receivables T 1,744,434390 108,216,940

Subsidy recievable from Ministry of Finance 1,722,304,143 .
Staff receivables 32,139,998 -
Retention recievable N : 0,622,519 -
Depaosits with financial institutions b psd ¥ 1,791,011,502 -

5,200.512.552 108,216,940

No collateral is held fo- any of the above assets. Fully performing assels represents counter parties that are paying their dues as
they fall due and are operating within their approved credit limits. The debt that is overdue has exceeded the approved credit limit
however counter parties continue to pay and are trading normally. The debt that is impaired is fully provided for,

Credit risk is managed by the finance department. which is responsible for managing and analysing credit risk for each new client
hefore standard payment and delivery terms are offered. For all financial assets the following credit risk modelling applies:

The Corporation considers the probability of default upon initial recognition of asset and whether there has been a significant
increase in credit risk on an ongoing basis throughout each reporting period. To assess whether there is a significant increase in
credit risk the Corporation compares the risk of a default occurring on the asset as at the reporting date with the risk of default as

at the date of initial recognition. It considers available reasonable and supportive forwarding-looking information. Especially the
following indicators are incorporated:
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED (7 JULY 2023 /( 30 SENE 2015 E.C)

=
A

‘Significant changes in the expected performance and behaviour of the borrower, including changes in the payment status of
borrowers in the group and changes in the operating results of the borrower

The Corporation does not grade the credit quality of receivables. The utilisation of credit limits is in place and regularly
monitored.

Macroeconomic information (such as market interest rates or growth rates) is incorporated as part of the internal rating model.
Regardless of the analysis above, a significant increase in crecit risk is presumed f a debtor is more than 30 days past due in
making a contractual payment. A default on a financial asset is when the counterparty fails to make contractual payments within
60 days of when they fall due.

Financial assets are written off when there is no reasonable expectation of recovery, such as a debtor failing to engage in a
repayment plan with the Corporation. The Corporation categorises receivables for write off when a debtor fails to make
contractual payments greater than 360 days past due. Where receivables have been written off, the company continues to engage

in enforcement activity Lo attempt to recover the receivable due. Where recoveries are made, these are recognised in statement of
profit or loss.

(i) Trade receivables and unbilled receivables

The Corporation applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime expected loss
allowance for all trade receivables and unbilled receivables. To measure the expected credit losses, trade receivables and unbilled
receivables have been grouped based on shared credit risk characteristics and the days past due. The unbilled receivables relate to
unbilled work in progress and have substantially the same risk characteristics as the trade receivables for the same types of
contracts. The Corporation has therefore concluded that the expected loss rates for trade receivables are a reasonable
approximation of the loss rates for the contract assets.

The expected loss rates are based on the payment profiles of sales over a period of 36 months before 7 July 2022 and 7 July 2023
respectively and the corresponding historical credit losses experienced within this period. The historical loss rates are adjusted to
reflect current and forward-looking information on macroeconomic factors affecting the ability of the customers to settle the
receivables. The Corperation has identified the GDP and the unemployment rate to be the most relevant factors, and accordin aly
adjusts the historical loss rates based on expected changes in these factors.

On that basis, the loss allowance was determined for receivables as shown under note 11,a.

Trade receivables and contract assets are written off when there is no reasonable expectation of recovery. Indicators that there is
no reasonable expectation of recovery include, amongst others, the failure of a debtor to cngage in a repayment plan with the
group. and a failure to make contractual payments for a period of greater than 360 days past due. Impairment losses on trade
receivables and unbilled receivables are presented as net impairment losses within operating profit. Subsequent recoveries of
amounts previously written off are credited against the same line item.

P—

g -
During the period, the company made no write-offs of trade receivables, it does n9t eﬂpfﬁt;m :_ccewe fulwre cash flows from and

no recoveries from collection of cash flows previously written off, e od o

(if) Deposits with financial institutions

This comprise bank balances with local financial instututions and Commercial Ba"lkdﬁfﬁnopw Management considers the
investments to be low credit risk since they have a low risk of default and the issuer has a strcmg capacity to meet its contractual
cash flow obligations in the near term.

Liquidity risk

Liquidiry risk is lhe risk that the Cnrporation will not be able to meets
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4.6

Management performs cash flow forecasting and monitors rolling forecasts of the Corporation’s liquidity requirements to ensure it
has sutficient cash to meet its operational needs so that the Corporation does not breach borrowing limits or covenants (where
applicable) on any of its borrowing facilities. The Corporation's approach when managing liquidity is to ensure. as far as possible,
that it will always have sufficient liquidity to meet its liabilities when due, without incurring unacceptable losses or risking damage
to the Corporation's reputation.

The table below analyses the Corporation’s financial liabilities that will be settled into relevant maturity groupings based on the
remaining period at the statement of finacial position date to the contractual maturity date.

The amounts disclosed in the table below are the contractual undiscounted cash flows.

Operational risk

The Corporation’s operations are based on a rigorous Operational safety culture, which is maintained through continuous and long-
term implementation of the Safety & Quality Management Systems. When operational decisions are made, safety issues always
take the highest priority in relation to other factors that influence decision-making. Operational safety is an integral mechanism of
all activities as well as a required way of operating not only for the Corparation’s own personnel, hut also for suhcontractors.

I'he main principle ot satety work is non-punitive reporting of deviations in the way intended by the Corporation’s guidelines. The
purpose of reporting is to find reasons, not to assign blame. The Corporation, however, does not tolerate willful acts contrary to
guidelines, methods or prescribed working practices. Decision-making not directly related to operations must also support the
compzny’s abjective of achieving and maintaining a high level of operational safety.

Capital management

The Corporation’s objectives when managing capital arc to safcguard the Corporation’s ability to continuc as a going concern in
order 1o optimise returns and (0 maintain an optimal capital structure to reduce the cost of capital. The gearing ratios at 7 July
2023 and 7 July 2022 were as follows:

7 July 2023 7 July 2022

5\._ Birr Birr

Deblt (1) 11,696,713 48,350,417
il

Equity (ii) 2.615.959.761 1.638.835,797

Net debt to equity ratio
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ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 F.C)

5 OPERATING SEGMENTS

Segment information is presented in respect of the Corporation's business segments which represents the primary segment
reporting format and is based on the Corporation's management and reporting structure.

Basis for segmentation

The Corporation's performance is raviewed by management committee ( MC) on a monthly basis. The committee comprises of
the Corporation's chief executive officer, Deputy Excutive Officers, sector directors and head of divisions. The committee
examines performance based on the Corporations's service offering and has identificd six reportable segments of its business :

i) Equipment Supply: - This sector buys from domestic and international markets and supply agricultural machineries, spare
parts and construction equipments.

if) Agricultural Input Supply: - This sector buys from domestic and international markets and supply agricultural inputs,
undertake agricultural inputs market price stabilization activities;

iii) Agricultural Seeds : This sector undertakes agricultural land development studies and preparation of designs, agricultural
land surveying, clearing, leveling, drainage and irrigation activities as well as other activities related to agricultural land
development: and 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. Besides, this sector is responsible for
harvesting, buying, adding value to and process natural gum, produce other forest products, and supply to domestic and
international markets;

iv) Heavy Equipment Maintenance and Trasport Service : - This sector provides agricultural and construction equipment
repair services, Heavy duty Transport Services and also provides necesszry education for the promotion of the use of modern
agricultural machiner:es, provide consultancy service in handling and use of agricultural machineries and provide on the job

technical trainings. Besides,this sector renders agricultural mechanization services, and provide rental services of agricultural
machineries:

The segment information for the reporting segments for the year ended 7 July 2023 is as follows:
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7 Intangible Assets

ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

payment is birr 276,841.92.

birr 3,023

agricultural activities.

The lease agreement 1s tor 1,070 Hectare land tor 43

,450.00. The leasc is payable an

Lease land improvements represent ¢

b 1) *.
j ht“"_‘a
'11; ,.‘l,l”‘

2

T'he Corporation received farm land from South Western Regional State, Kaffa Zone, Bonga under lease agreement
dated Megabit 26.2014( April 4,2022). The lease agreement is for 25,617 sgquare meter land for 70 vears at cost of
birr 458 per square meter and total lease amount of hirr 11,732,586.00. The Corporation paid down payment of birr
1.766,277.00 and remaining amount is payable over 36 years after grace period of 4 years. The annual lease

The Carporation received additional farm land from same region under lease agreement dated Yekatit 19,2013 E.C.

ears at cost of birr 53 per Hectare and total lease amount of

 e——————
Balance Balance
I 7-Jul-22 Additions Adjustment 7-Jul-23
Birr Birr Birr Birr
l COST
Software 4,800.000.00 - - 4,800,000.00
I 4,800.000.00 - - 4,500,000.00
l DEPRECIATION
I Software 1,620,000 479,983 - 2,399,983
1,920,000 479,983 - 2,309,083
l Net book value 2.880,000.00 (479,983.00) - 2,400,017.00
l Right of use asset
Balance at Balance
8-Jul-22 Additions Adjustment 7-Jul-23
I Birr Birr Birr
COST
I Lease land 3,474,013 5 2 3.474.013
Lease land improvements 17,954,267 - (212) 17.954.054
I 21,428,280.36 - (212.49) 21,428,067.87
Lease land |7 17,991 53,973 - 71,964
l \
17,991 53.973 - 71,964
I Net book value L 21,410,289.11 (53,973.00) (212.49) 21,356,103.62



ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION

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

8 Inventories

023 2022

Raw material 450,593 877 126,845,588
Work in progress 1,294,966 1,551,018
Finished product 572,728,881 310,815,140
Merchandise Goods 2,676,992,149 6,146,438,097
Supplies 144,986.269 33,421,115
Spare Parts 169.398.801 145,196,732

4,015,994,944 6,764,267,689
Goods In Transit 614 298793 28,177,609

4,630,293,736 6,792,445,298
Stock Provision (274,752.288) (609,730,039)

4,355,541,449 6,182,715,259

4 Movement in allowance for inventory Obsolescence

The goods in transit halance represents inventories fully or partially paid for which are under insurance coverage of
the corperation and being transported to Corporation though it is not yet arrived at premises as of reporting date.

A - - S B S ' - B ) T O N R SN - B - = Em =
= =]
=

2023 2022
Opening balance 609,730,039 214,674,420
Inventories written-ofT during the year (334,977,751) -
Increase/ decrease in allowance for inventory Obsclescence during the year : 195.055.619
274,752,288 609,730,039
9 Biological assets
2023 2022
Field Crops 24 580 555 6,287,524
Work in progress - -
= 24,589,555 6,287,524
.‘ g "
¥ “’3, ABTwoLD Y5 1
?,‘,Jén\((n‘:“ 49




ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

10 TRADE AND OTHER RECEIVABLES

10 a

2023 2022
Financial assets

Trade debtors 5,263,397,950 1,744,434,390
Subsidy receivable from Ministry of Finance 1.634.386.951 1,722.304.,143
Retention Receivables 9,622,519 0,622,519
Staff debtors 24,895,062 32,139,998
6,932,302,481 3,508,501,050

Non-Financial assets
Sundry debtors 51,280,979 236,939 164
VAT reccivable 129,194,537 79,104,419
Withhelding tax receivable - 286,504
Prepayments and deposits 106.336,705 278,185
Other receivables 811,603 21,185
287,147,028 316,629,457
: 7.219,449,510 3,825,130,507
Allowance for doubtful accounts (180,869.314) (140,882,760)
7,038,580,196 3.684,247,747

Allowance for doubtful accounts

The Carporation applies the IFRS 9 simplified approach to measuring expected credit losses which uses a life time
expected loss allowance for receivables. To measure the expected credit losses, receivables have been grouped

based on shared credit risk characteristics and the days past due.

The expected loss races are based on the collection profiles of credit sales/outstanding receivables over a period of a

vear and the corresponding historical credit losses experienced within this period.

On that basis, the loss allowance was determined as follows for receivables

=

July 07,2023
Within 365 days  above 365 days Toral

Expected loss (cure) rates(%) 1.91% 100.0%

Gross carrying amounts-receivables 1.248.,275,899 157,040,292 1.405.316.191
Loss allowance provision 23,829,022 157,040,292 180,869,314
Provision already maintained 32,665,820 108,216,940 140,882,760
Receivables written-off i - - -
Increase/decrease in loss allowance p - :“‘(81836,798] 48,823,352 39,986,554

"
»

\ r ®
C ~— 1 ) b o
& ' - 4 R
1 . : e Ly ULD “i_‘NY"\a_
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ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

Expected loss (cure) rates(%)

Gross carrying amounts of receivables

Loss allowance provision
Provision already maintained

Receivables written-off

Increase/decrease in loss allowance

expected credit loss calculation.

1

—

CONTRACT ASSETS

Opening balance
Changes during the year
Revenue recognized during the year

July 07,2022

Within 365 days  above 365 days

2.6% 100%

1,257.696,606 108,216,940

Total

1,365,913.546

32,665,820 108,216,940 140,882,760
- 108,124,152 108,124,152
32,665,820 92,788 32,758,608

iZEp AL D)

2023

3,163,775,542
(2,843,557,088)
(66,633,072)

Accounts reccivables are written-off when there is no reasonable expectation of recovery. Indicators that there is no
reasonable expectation of recovery include, amongst others, the failure of a debtor to engage in a repayment plan
with the Corporation, and a failure to make contractual payments for a period of greater than 365 days past due.
Impairment losses on receivables are presented as net impairment losses within operating profit Subsequent
recoveries of amounts previously written-off are credited against the same line item.

The gross carrying amount of receivables is Birr 6,779,468,075 (2022: Birr 3,508.501,050).During the period, the
Corporation has no receivables written-off, it does not expect to receive future cash flows from and no recoveries
from collection of cash flows previously written-off. From gross carrying amount of receivables birr 5,527,019,593
(2022:2,142,587,504) were on course of collection or already collected, hence the balances are not included in

]

022

936,591,760
2,290,198.900
(63,015,118.00)

3,163,775,542

02

it

1,788,075,370 |
2,936,132

1,791,011,502

1,791,011,502

_'_.4--"‘”"‘ -
B » S 253,585,382
12 CASH AND CASH EQUIVALENTS & .-f'ﬂ =,
o_f:.__-’-'
vy 3 -
X 023
Cash at bank 3,427,687,211
Cash in hand =
3,427,0687,211
Impairment loss on cash and cash equivalents (974,452)
3,426,712,760
5,
f—\ﬁ
he
q -
e & [/ Aﬂd.. e ‘.,‘8:\ ':--'2-
;' / )., ’U!n_n\ ID“‘"‘ -
\ etk u:u\.““‘:‘“
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ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TQ THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

13 HEAD OFFICE/BRANCH ACCOUNT

Inter branch :- Corporation Cash
Inter branch :- Carporation Other
Inter branch -Input
Inter branch :-Seed & Natural Gum
Inter branch :-Mechanization
Inter branch :-Sales

Inter branch :-Heavy Machinery
Inter branch :-Other
Branch Cquity Account

14 TRADE AND OTHER PAYABLES

Financial liabilitics
Trade creditors
Accrual

Tax payables
Pension payable

Non-Financial liabilities
Sundry creditors

Unclaimed salary

Payable to Board ol lrustees
Other liabilities

15 Contract liabilities

Opening balance

Additions during the year s

: . e
Amount recognized 0 revenue during the ygfr, © ::ﬁ’:.r
A S T

£
v, 8,4
_" J{;::rl-_\‘uLI)\E
‘«‘(,,{"i ACCOUN

2023 2022
116,019,545 66,904,369
1,009,510,412 700,783,507
(240,824,172)|  (124,043.413)
(829,188210)]  (514,395,257)
y (45,699)
(186,921,626)|  (125,363,242)
60,402,641 65,870,732
(995.589,158)] 699,023,924
1.066,590,568 |  (768,734,921)
0 .
2023 2022

1.831.775.443

2,042.615,463

AH="F »
*L45 i

SRS
f:;*“..« :
1
Izgp AL o1y

29,748,538 14,746,649
20,547,676 17,744,502
2,509,962 1,183,851
1,884,981,620 2,076,290,465
316,764,725 170,193,391
320,259 441,034
- 73,610
1,050,672,126 1,080,701
1,367,766,110 171,788,736
3,252,747,729 2,248,079,201
2023 2022
11,309.415,295 5,161,080,530
8,020,743,579 | 10,545,135,676
(9.571,957.383)| (4.396.800.911)
9,758,201,491 | 11,309,415,295
35




ETHIOPIAN AGRICUL TURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

16 PROVSION FOR OUTSTANDING LEGAL CASES

2023 2022
Opening provision 50,580,542 82,962,121
Settled during the year - (32,381,579)
Additional provision for the year 20,582,257 S,

71,162,799 I 50,580,542

17 SHORT TERM EMPLOYEE BENEFITS

20 2022
Ronus accrual P e T 55,461,870.63 | 35,421,106.00
Annual leave accrual 24  — 55,763.,406.89 43,604.827.00

o | @7 b 111,225,277.52 79,025:932.00

18 LONG TERM EMPLOYEE BENEFITS . o

The Corporation provides defined contributions corﬁpbnen'ts". This amount s managed by other independent body
so there is no further payment to this fund. The Corporation’s employees are also eligible for severance and
compensation pays.

The termination benefits related to retirement are determined by management of the Corporation case hy case while
the termination benefits before normal retirement date are based on years of service and salary of the employee’s
immzdiately before termination/resignation per provisions of Ethiopian labour law. The contributions teyuired Lo
settle these benefit packages are entirely paid/provided for by the Corporation when the related services are
received.

The defined benefit cbligation in respect of in-service employees has been calculated using a valuation method
known as the Projected Unit Credit method using the data as at July 7,2022. This methodology considers the past
service of an employze and the service expecied over the next year. This is the required method in terms of IAS19.

The past service liability (the liability which has accrued in respect of service to the valuation date for the current
employees) for the in-service employees is calculated by projecting all expected future cash flows based on service
to the valuation date and discounting these at the assumed discount rate allowing for possible reasons of exit from
the Corporation. such as retirement, resignation and death.

Under the Projected Unit Credit method, the present value of benefits that will accrue to employees in respect of
the next year of service after the valuation date is calculated and this is called the Current Service Cost.
e

There are no assets backing the liability in respect of the benefits valued. PR QhE 4o £,

e

t\'&_“e _-"

\ r.ék H4BH-_\“!‘_"‘-\'='-'°' ;
¥ 7 ; (Lt
Uy JFIED ALY 54O

s -'-'Up,]}_l'__':‘ A




ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 .JULY 2023 /( 30 SENE 2015 E.C)

18.a

Valuation Assumptions

The key financial assumptions are the discount rate and the rate of salary increases. In the valuation of a defined
benefit liability, it is the relationship between these financial assumptions that is critically important, riot the
absolute value of any particular assumption.

Discount rate considered is rate on government bond as there is no high quality corporate bond. The rate used for
discounting is 14% which is based on interest rate on ineremental cost of borrowing.

Salary increase of 16% is considered on average salary increment over the last three years.

After taking into account the Corporation's experiences and national trends, we estimated the following turnover

rates per each age caregory. The turnover assumed here considers various reasons for leaving the Corporation
including deaths.

Probability of leaving the Corporation before

Age Category retirement age
<25 0.49%
25 up to 29 1.62%
30 up to 34 2.11%
35 upto 39 2.32%
40 up to 44 2.04%
45 up 10 49 1.55%
50 up to 55 4.58%
>55 23.31%
Movement in employee benefit liability
2023 2022

Compensation pay accrual opening r s ,‘_' N 58,515,598 51,119,137
Interest costs P xSy 8,192,161 7,128,175
Current service costs 405,411 308,681
Benefits paid during the year (1,146,752) (1.971.436)
Remeasurement (gain)/loss \ (2,721.,684) 1,933,042

oy 63,244,735 58,515,598

Below are the details of movements and amounts recognised in the financial statements:

Liability in the statement of financial position defined benefits liabilities:

(]

2023 2022

Severance pay 63.244,734.66 58,515,598 38
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63,244,734.66 58,515,598.38




ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

18,b Income statement charge included in personnel expenses:

Interest costs
Severance costs

Total defined benefit expenses

Below are the details of movements and amounts recognised in the financial statements:

18,c Amount recognised in other comprehensive income:
Remeasurement for:

Remeasurement (gains)/losses
Deferred tax (liability)/asset on Remeasurement gain or loss

2023 2022
8,192,161 7,128,175
405411 308.681
8,597,572 7,436,856
2023 2022
2,721,684 (1,933,042)
(816.505) 579.913
1,905,179 (1,353,129)

The income statement charge included within personnel expenses includes current service cost, interest cost, past

service costs on the defined benefit schemes.

18.d  Maturity analysis

Current

Non-Current

2023 2022
1,146,752 1,971,436

62,097,983 56,544,162

63,244,735 58,515,598

18,¢ Severance pay

/
The Corporation operates an unfunded severance pay plan for its employees who have served the Corporation for 5
vears and above and are not yet reached the retirement age. The final pay-out is determined by reference to current
benefit’s level (monthly salary) and number of years in service and is calculated as 1 month salary for the first year

in employment plus 1/3 of monthly salary for cach subsequent i
monthly salary.

a maximum of 12 months final
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ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

18,1 The sensitivity of the overall defined benefit liability to changes in the weightzd principal assumption is:

19

20

Change in assumption

Impact on defined benefit
obligation

1% increase/decrease in salary lovel

1% increase/decrease in discount rate

2023

2022

+/-999.997.85

+/- 925,220.29

-+1,228,331.30

-+ 1,136,479.48

The above sensitivity analysis is based on a change in an assumption while holding al’ other assumptions constant.
In practice, this is unlikely to occur and changes in some of the assumptions may be correlated. When calculating
the sensitivity of the defined benefit obligation 10 significant actuarial assumptions the samc mcthod (present value
of the defined benefit obligation calculated with the projected unit credit method at the end of the reporting period)
has been applied as when calculating the liability re'cognised within the statement of tinancial position.

There was no change in the methods and assumptions used in preparing the sensitivity analysis from prior vears.

Lease obligation

Ethio-lease payable

Leascheld land obligation

PAID UP CAPITAL

Paid up Capital
Current year addition

2.440,000,000
97,814.376

2023 2022
0,894,392 46,710,303
1,802,321 1,640,115

11,696,713 48,350,417
2023 2022

2.440.000,000

2,537,814,376

2,440,000,000

The Carporation is wholly owned by the Government of the Federal Republic of Ethiopia. The paid up capital was
set at Birr 2,440 million. The Corporation is not limited by shates and hence has no par value. Authorized capital
of the COIpUldllUIl is Birr 7 564 mllllon Every year, aﬁer Iransterrmg 5% net proﬁts to legai reserve the residual

“‘ 571 9\12""‘ 1 &
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

21 Legal Reserve

2023 2022
Legal Reserve 24,907,090 14,558,545
Current year addition 53,238,295 10,348,545

The legal reserve is a statutory reserve. The legal reserve is accumulated by transferring 5% of annual net profits to
the reserve until it reaches a maximum of 20% of capital.

22 Other reserves

Other reserve represents cumulative cffcet of Remeasurement differences(gain/loss) on defined employee benefits.
The amounts are presented net of taxes.

23 RETAINED EARNING MOVEMENT

2023 2022
Opening balance (826,071,294) (718,139,900)
Current year addition LR Sy 1.064,765,897 206,970,903
Transfer to legal reserve (53,238,295) (10,348,545)

Transfer to Paid up capital ") | (97,814,376} -
Prior Period taxes paid(net) {E ! (65,061,254) (304,553,752)
Prior Period adjustment -Various \ 27 (22,580,679) =

= (826,071,294)

Prior Period taxes paid(net) represent additional profit tax, Value added tax, withholding taxes and other taxes paid
to tax authority per their tax assessment for the prior years.

Prior years adjustments shuwn abuve represent corrections made to various accounts to correct prior period errors.
Details of correction are shown below;

Description of prior period errors

Unidentified balances kept under sundry receivables which were written-off

from books of accounts during the year _ (26,112,213)

Interest expense on bank loan accounted twice in previous yedrs 3,531,534
' £

(22,580,679)

i
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ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

24 PROFITTAX

24,a Provision for tax
Profit before tax
Add: depreciation Per accounting policy
Provision for Severance and compensation expense
Provision for doubtful debt
Provision for stock ohsolescence
Penalty
Donation
Entertainments
Provision for legal cases(Contingency Expense)
Retirement Expense
Annual Leave
Gift
Other expenses
Provision for Other
Interest Expense

Less: depreciation Per tax policy
Taxable profit

Provision for tax

24.b Depreciation per tax proclamation

Buildings and
Civil works

Depreciation base brought
forward for assets(existing as
at July 07.2022)

Current year addition 2023

38.349,853.13
861,839.88

‘QQ&:‘ Originol 3
el

2023 2022

1.567.240,020 498,383,512
88,831,057 83,724,845
7,450,820 5,080,809
39.986,554 34.214,128
384,177,631
348,159 1,780,195
5,422,600 760.000
6,873,094 2,081,231
19,952,441 2,258,489
. 60,208
15,674,355 16,859,556
157,254 24,109
. 10,225,663
5 1,360,534

47.821,380 z
3 53: = 1,799,757,736 1,040,990,909
*3; A (72,318,315) (67,536,524)
AnCe 1,727.439,421 973,454,386

518,231,826

Other Business

Computers Kiaste

6,588.878.41
3,668,521.22

224,804,246.18
56,801,359.97

__ 292036316

Total
Deprecation

Current year Disposed 2023 (6,125,219.88)
39,211,693.01 10,257.399.63 275,480,386.27
Less: Depreciation (2,317,754.22) (3.047.048.01) (66,953.512.84) (72.318,315)

Depreciatinnﬁbasg carried for

(] h

. &
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ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

24,c Tax Expense

24d

Current year provision
Deferred tax( detailed below)

Total tax in statement of comprehensive income

Deferred Tax

Net Book Value of tangible and intangible assets as per accounting Policy

Tax base

Fixed assets Temporary difference

2023 2022

518,231,826 292,036,316

(15,757,704) (623,707)

502,474,123 291,412,609
20 2022

(1,001,781,723.40)
252,631.163.84

(1,031,227,559)
269,742,978

(749,150,559.57)

(761,484,581)

Long term employee benefit 63,244.734.66 58,515,598
Accrued annual leave 55,763.406.89 43,604,827
Provision for legal cases 71,162,799.02 50,580,542
(558.979,618.99) (608,783,614)
Deferred Tax @ 30% (167.693,885.70) (182,635,084)
Balance brought carried forward (182,635,084.12) (183,838,752)
14,941,198.42 1,203,668
The analysis of deferred tax assets/(liabilities) is as follows:
BT 2 2023 2022
—
To be recovered after more than 12 mo g o s (167,693,886) (182,635,084)
To be recovered within 12 months = =
__(167,693.886)|  (182,635,084)
Credit/ (charge) to Credit/ (charge)
7 July 2022 P/L to equity 7 July 2023
Property. plant and equipment (228,445374) 3,700,207 - (224,745,168)
Annual leave accrual 13,081,448 3,647,574 - 16,729,022
Provision for legal case 15,174,163 6,174 677 5 21,348,840
Post employment benefit
obligation _ 17,554,680 2,235246 (816,505) 18,973,420
A\ (182,635,084) 15,757,704 (816,505) (167,693,886)
12




ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

24,e Profit tax payable

Profit tax brought forward
Profit tax paid
Current year provision

Withholding tax paid
Prior Year Adjustment

Profit tax carried forward

25 REVENUE FROM CONTRACTS WITH CUSTOMERS

Finished product
Merchandise goods
Service income

Commission income

Sales Return

Heavy Equipment Maintenance and Transport Service
Machinery and equipment rental services

Repair and maintenance services

Transport income

Seeds sector e
Export sales i, \
Local sales other

Sales of agricultural produce

Input Sector

Fertilizers

Chemicals

Equipment and hand tools
Commission income
Veterinary drugs

14 uX
e pEMWOLD MEY TS
GpAccorsy T
.'u..f-” ar ottt

7 July 2023 7 July 2022
350,301,801 251,666,199
(350,348,898) (431,069,316)
518,231,826 292,036,316
(47,337,961) (33.409,776)
47,097 271,078,378
—470,893.865 | _350,301.801
2023 2022
1,143,161.803 844,870,563
9,857.921.390 3,833,204, 140
141,570413 90,000,489
66,633,072 63.015,118
11,209,286,678 4,831,180,310
(1,146,590) (48,750)
11,208,140,088 4,83[,131,5&
7 July 2023 7 July 2022
Birr Birr
- 55,670
B 3,244,199
70,541,574 42,180,856
70,541,574 45,480,725
- 44,459,113
- 18,490,724
1,143,161,803 781,920,725
1,143,161,803 844,870,563
9,571,957 .383 2.,380,516,663
- 1,076,764,126
- 7,687,501
60,633,072 63,015,118
= 50,031,786
9,638,590.454 3,587,015,194

e
-
S
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ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

Equipment sales

Merchandise and Equipment Szles
Machinery and equipment rental services
Repair and maintenance services
Transport income

Ploughing, disking and riding

Land clearing, Planting and Seeding
Harvesting

The disaggregation of revenue based on timimng is as below:—

Sales of agricultural produce
Merchandize sales

Maintenance service
Mechanization service
Acgricultural equipment rental
Comimission income
Transportation of transport service

Miscellaneous incomsz
Realized gain on exchange rate diffrences

e r
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26 OTHER INCOME /ﬁ_,_v/"'.
Rental Income “ \\_.‘-_-_-. -/“
Gain/loss on Disposal of Fixed Assets NG o ee L

285,964,007 309,294,004
- 4,490,572

- 441,141

. 2,414273
71,028,839 20,304,375

- 1,193,037

- 15,676,367
356,992,846 353,813,828
11,209,286,678 4.831,180,310
1,143,161,803] 844,870,563

9,857,921,390|  3.833.294,141
11,001,083,193|  4,678,164,703
" 3,685.339
71,028.839 37,173,778
5 4,546,242
66,633,072 63,015,118
70,541,574 44,595,129
208,203,485 153,015,607/
11,209,286,678|  4,831,180,310
2023 2022
27,753,451 18,354,187
5,521,299 9011216
7,156,396 23,272,540
22,488,696 11,185,231
62,919,842 61,823,175
44



Opening Raw Material stock
Add: Purchases during the year
Less: Closing Raw Material stock

Work in progress opening
Machinery rent

Salaries and benefits
Pension contribution
Traveling and perdiem
Tires, tubes and other general supplies
Chemical and sprayers
Agricultural implements
Tractors

spare plarts

Work shop material
Repair and maintenance
Fuel & Lubricant
Depraciation

Land tax

Miscellaneous

uniform

Penalty

Loading Unloading
Communication and post
Hotel Accommodation

Work in progress end ng

Add: Finished Goods Opening

Less: Cost of Internally transferred items

Less: Issued internally

Less: Agricultural inputs transferred to Sectors
Less: Agricultural inputs transferred to regions
Less: Stock directly written-ofl’

Less: Stock damage

Less: Transfer to Grain

Add: Transfer from grain

Lffect of Change in inventory weight

ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

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

2023 2022
6,343 468 888 2.538,566,063
7,622,675,018 | 7.229.925.431
(3.127,586,027)| _(6.343,468,888)

10,838.557,879 3.425,022,606

1,551,018 1,561,034

% 13,741,373

19,289,141 22,986,966

1.188.726 1,683,860

13,677,425 9,364,833

. 51,848,786
; 4,397,576
. 20,403 634
5 87,986,494
¥ 6,328,162
20,071 .

21,533,948 13,857,659

54,398,196 31,007,584

58,592,437 62,926,638

2.705.407 2.211.400

1,519,258 3,208,839

265,422 5
. 1.000
330,205 .
30,300 s
552,299 .
11,014,211,731 3,767,628,454

(1,294.966) (1.551.018)

11.012,916,764 3.766,077,436
310,815,140 220,015,271

P (68;360,385) -

7% V) s o ) (32,104.951)
(887 = NVeBN  (116,679,450) 3
WSE [ "S- NS\ (1,042,204,563) (676.,138)

| ot . (10,890.967) -

S\ S (1,060,578) .

oy R AN (670.148,677) (21,142,080)

% . 21,142,080
15.202,797 75,285

9,429,590,081 |  3,953,386,904

(572.728.,880)| _ (310,815,140

'. T 8,856,861,201 |  3,642,571,764
4 45
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ETHIOPIAN ACRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

28 SELLING AND DISTRIBUTION EXPENSES

h-----_----‘-

2023 2022

Salaries and related benefit 57,713,194 .82 50,508.427.36
Pension contribution 4,731.954.06 3,699.884.63
Freight & Transport 10,804,940.01 514,090.99
Utilities 922,249.97 410,463.39
Printing and stationary 880,068.49 494.734.18
Fuel and lubricants 1,924 099,08 1,257,247 .68
Car Running & mainenance 580,365.13 453,548.24
Perdiem & Travel 566,597.34 452,940.09
Repair 1,028.339.68 58422097
Loading & Unloading 26,428,156.56 |  13,536,710.54
Insurance 2,115,805.85 123,870.31
Telephone Postage Fax & Intern ate 308.736.45 185,563.66
Rent of Office & Store 17,774,394.17 11,255,595.16
Entertainment 652,781.91 182,731.65
Subscription fee 118.094.47 12,167.00
Cleaning and sanitation 430,530.16 209,760.49
Employee Bonus 11,026,592.00 4,387,472.34
Advertising 138,186.53 331,017.14
Uniform and outfit 768,106.70 200,521.00
Legal and professional fees - 43.194.61
Land and building tax 1,185,544.61 -

Others 4,030.491.89 186.505.65
Annual Leave 110,228.58 3,738.845.39
Medical Expense 2.960,379.39 -

) h
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ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TQO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

29 GENERAL AND ADMINISTRATION EXPENSES

2023 2022

Salaries and Related Benefits 84,422 044 71,811,776.33
Pension contribution 3,618,807 5,269,433.78
Compensation 7,241,735 03,136.36
Perdiem and Travel 6,540,881 3,239,399.02
Fuel and lubricant 10,150,108 4,554.518.08
Employee Bonus 42,134,861 23,996,794.19
Depreciation & Amortization 30,238,621 20,798.206.96
Stationary and printing 3,208,928 2,150.964.71
Advertisement and promotion 1,946,168 3.862.106.62
Communication 1,022,431 927444.72
Utilities 1,716,126 1,095,905.82
Rent of Office & Sto-e 400.000 1.226.968.65
Repezir and Maintenance 16,541,375 3.535,005
Annual leave 15,564,127 13,120,710.48
Transportation 36,820,444 1.920,088.55
Medical expense 4,001,363 3,175319.48
Entertainment 6,220,313 1,898,499.09
Donation 33,459,141 14,760,000
Uniform And Outfit 1,867,348 1,706,407
Land and building tax - 441,643
Provision for stock obsolescence - 395,055,619
Provision for outstanding legal cases 19,952 441 2,258.488.69
Penalty 348,159 1,779,195.41
Board Fee 536,500 545.500.00
Audit Fee 126.279 379.500.00
Gift 157,254 24,108.97
Insurance 10,193,842 6.515.058.10
License charge and registration 254,242 2.523.593
Miscellaneous expense 8,265.915 4,797.654
Provision for Qthers " ; “ 1,360,533.59

— 351,949,453 | __594,823,579

30 FINANCE COSTS

2023 2022
Interest expense 296,572,631 12,788.861
Interest expense interest expense on lease obligation 220616 67,199
Faoreign currency exchange rate loss 1,451,013 10,555,029
Interest expense on long term employee benefit 8,192,161 7,128,175
Bank charges = 393,092 1,108,496
4 -
" 306,839,413 31,647,759
Yo %5008 47
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ETHIOPIAN AGRICULTURAL BUSINESS CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 07 JULY 2023 /( 30 SENE 2015 E.C)

31 RELATED PARTY TRANSACTIONS

Related parties are considered to be related if ore party has the ability to control the other party or exercise
significant influence over the other party in making financial or operation decisions, or one other party controls

both. A number of transactions were entered into with related parties in the normal course of business. These are
disclosed below:

Key management compensation

Key management has been determined to be the members of the Board of Directors and the Executive
Management of the Enterprise. The compensation paid or payable to key management for is shown below. There
were no sales or purchase of goods and services between the Corporation and key management personnel as at 7

July 2023 .
7 July 2023 7 July 2022
Birr Birr
Salaries and other short-term employee benefits 6,557,332 6.897,447
Post-employment benefits 1,732,765 1,493,763
8,290,098 8,391,210

Compensation of the Corporations' key management personnel includes salaries, non-cash benefits and
contributions to the post-employment defined benefits plans.

32 EVENTS AFTER REPORTING PERIOD

[n the opinion of the Management, there were no significant post balance sheet events which could have a material
cffect on the state of affairs of the Corporation as at 7 July 2023 and on the profit for the period ended on that dats,
which have not been adequately provided for or disclosed.
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