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Directive No. 985/2024

Directive on how to account for Change
resulting from Asset Re-valuation or
Adjustment upon and following the
Adoption of International Financial
Reporting Standards
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WHEAREAS, according to Proclamation
No. 847/2014 reporting entities are
required to prepare and submit their
financial statements according to the
international financial reporting
standards;

WHEAREAS, there is no clear provision
in the standards regarding the
implementation of changes resulting from
Asset Valuation or Adjustment upon and
following  the  Implementation  of
International Financial Reporting
Standards, when reporting entities prepare
their financial reports in accordance with
international financial reporting
standards;
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WHEAREAS, it is necessary to make
sure that reporting entities follow a
consistent and public interest-oriented
procedure while registering,
implementing and other related matters,
regarding changes resulted from asset
valuation or adjustment; accordingly, this
Directive is issued by the Accounting and
Auditing Board of Ethiopia in accordance
with Article 4(2)(A) and 53(2) of the
Financial Reporting Proclamation
No0.847/2014.

PART ONE
GENERAL

1. Short Title
This Directive may be cited as
“Directive on how to account
Changes resulting from Asset Re-
valuation or Adjustment Directive
No. 985/2024”

2. Definitions
Unless the context otherwise
requires, in this Directive:

1) “Asset re-valuation or
adjustment” means an asset
valuation or adjustment based on
the fair value or retrospective
adjustment;  when  reporting
entities make a transition from
the existing accounting system to
International Financial Reporting
standards; or subsequent to first
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2)

3)

time adoption as set in the

reporting entity's accounting
policies or standards,
periodically.

“Surplus Resulted from Asset
Re-valuation or adjustment”
means a surplus resulted from
asset valuation or retrospective
adjustment ~ when  reporting
entities make a transition from the
existing accounting system to
International Financial Reporting
standards; or when revaluation is
made and fair value is used to
measure an asset subsequent to
first time adoption as set in the

reporting  entity's  accounting
policies or standards,
periodically.

“Decline Resulted from Asset

Re-valuation or adjustment”
means a decline resulted from
asset valuation or retrospective
adjustment ~ when  reporting
entities make a transition from the
existing accounting system to
International Financial Reporting
standards; or when revaluation is
made and fair value is used to
measure an asset subsequent to
first time adoption as set in the
reporting  entity's  accounting
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policies standards,

periodically.

or

4) The definitions provided for under
Article 2 of the Financial Reporting
Proclamation shall apply to this
Directive.

3. Scope of Application
This Directive shall apply on all
Reporting  Entities  established
under Ethiopian law or operating in
Ethiopia.

PART TWO

CHANGES RESULTED
ASSET RE-VALUATION
ADJUSTMENT

FROM
OR

4. Surplus Resulted from Asset Re-
valuation or adjustment

1) A surplus resulted from asset

valuation or adjustment, shall

not be used for capital increase

or dividend distribution since it

Is unrealized gain.
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2) According to sub-article (1) of
this article, the surplus resulted
from  asset
adjustment shall be maintained
or registered as “IFRS Adoption
Re-measurement Reserve” as
part of shareholders equity
separate  from  distributable
retained earnings.

valuation or

3). Notwithstanding sub-article
(1) and (2) of this article, for
assets subject to depreciation
and impairment an entity shall
transfer to retained earnings and
make available for
capitalization  or  dividend
distribution, the amount of
annual depreciation and
impairment  related to the
surplus net of tax.

4). Notwithstanding sub-article
(1) and (2) of this article, for
non-depreciable assets, an entity
shall  transfer to retained
earnings and make available for
capitalization ~ or  dividend
distribution, if the asset is
impaired or sold or de-
recognized
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5). A surplus resulted from asset
re-valuation, subsequent to first
time adoption of International
Financial Reporting Standard by
the reporting entities, shall not be
used for capital increase or
dividend distribution since it is
unrealized gain.

5. A decline resulted from asset re-
valuation or adjustment

If an asset re-valuation or
adjustment, at first time adoption of
International Financial Reporting
Standards of a reporting entity,
resulted in a decline from the
existing book value of the asset, it
should be charged to retained
earnings account.

6. Additional liability
If first time adoption of
International Financial Reporting

Standards resulted in additional
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liabilities such as severance pay
and annual leave, from recognition
and/or re-measurement, it should
be charged to retained earnings

account.

7. Offsetting assets and liabilities

If application of International
Financial Reporting Standards for
leases, IFRS 16, at first time
adoption of IFRS resulted in
recognition of right of use asset and
lease liability, the lease liability
should be offset against the right of
use asset and the excess asset
amount net of tax, if any, should be
credited to  non-distributable
account “IFRS Adoption
Remeasurement Reserve”.

8. _Civil Society Organizations

If the reporting entity is a civil
society organization, the
surplus/excess resulted from asset
re-valuation or adjustment, shall
not be used or earmarked for
administrative and/or project costs;
nor can it be transferred as a gift to
another entity.
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PART THREE

MISCELLANEQOUS PROVISIONS

9. Inapplicable Laws
Any  Directive or  working

procedure which is not consistent
with this Directive shall not be
applicable on matters provided by
this Directive.

10. Effective Date

This Directive shall take effective
from the date of it is registered by
Ministry of Justice and posted on
the website of Accounting and
Auditing Board of Ethiopia.

Done at Addis Ababa, February 2024,

Eyob Tekalign (PhD)

Chairperson of the Board of Directors
of the Accounting and Auditing Board
of Ethiopia



