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PROCLAMATION No. 847/2014

A PROCLAMATION TO PROVIDE FOR

FINANCIAL REPORTING
WHEREAS, it has become necessary to establish a
sound, transparent, and understandable financial

reporting system applicable to entities in both private and
public sectors;

WHEREAS, having a uniform financial reporting
law enhances transparency and accountability by
centralizing the hitherto decentralized financial reporting
structures of Ethiopia;

WHEREAS, to support various building blocks of
the economy and to reduce the risk of financial crisis,
corporate failure and associated negative economic
impacts; it is necessary to ensure that the provision of
financial information meets internationally recognized
reporting standards;

WHEREAS, it is' necessary to establish a body that
undertakes regulatory responsibilities in financial
reporting;

NOW, THEREFORE, in accordance with Article
55(1) of the Constitution of the Federal Democratic
Republic of Ethiopia, it is hereby proclaimed as follows:
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PART ONE
GENERAL

1. Short Title

This Proclamation may be cited as the “Financial
Reporting Proclamation No. 847/2014”. '

2. Definitions

In this Proclamation unless the context otherwise
requires:

1/ “accounting period” means a year ending on a
balance sheet date of the reporting entity; provided,
however, that as a result of the date of the
formation or incorporation of the reporting entity
or a change of the balance sheet date of the
reporting entity, the period ending on that date is
longer or shorter than a year, that longer or shorter
period is an accounting period; "

2/ “audit firm” means a firm licensed by the Board to
provide audit service;

3/ “balance sheet date” means any month and date
which a reporting entity adopts as its balance sheet
date; ’

4/ “certified auditor” means a certified public
accountant who is registered as a certified auditor
by the Institute and received a practicing
certificate; ;

5/ “certified public accountant” means an accountant
who is registered by the Institute as a certified
public accountant and received certificate of
registration;

6/ “company” means a commercial business organiz
ation established in accordance with the
Commercial Code of Ethiopia and having legal
personality;

7/ “director” means the ultimate responsible person o1
one of the ultimate responsible persons of any
reporting entity whatever his designation;

8/ “financial statement” shall have the meaning giver
to it by the standards to be issued by the Board anc
shall include the balance sheet, profit and los:
account, statement of change in equity, cash flov
statement and explanatory notes thereon, whethe
interim or final;
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9/ “Institute” means the Institute of Certified Public -
Accountants of Ethiopia to be established by
regulation to be issued by the Council of Ministers;

10/“consolidated financial statement” means a
financial statement comprising individual financial
statements of companies belonging to a group;

11/“public auditor” means a certified auditor who is
licensed by the Board to act as an auditor for
public interest entities;

12/“overseas company” means a company
incorporated outside Ethiopia that carries on
business in Ethiopia within the meaning of the
Commercial Code;

13/ “Minister” or “Ministry” means the Minister or
Ministry of Finance and Economic Development,
respectively;

14/“professional accountancy body” means an
association of accountants having as its objectives
the regulation of professional competency of its
members and the development of the accounting
profession, which is accredited or recognized by
the Board pursuant to Article 26 of this
Proclamation;

15/ “partnership” shall have the meaning given to it
under the Commercial Code;

16/ “public body” means any entity falling under the
definition given to public body by a relevant law
or designated as such by the law establishing it;

17/“public interest ‘entity” means a reporting entity

that is of significant public relevance as the Board
may decide from time to time because of the
nature of its business, its size or its number of
employees, and includes, in particular, a company
whose securities are admitted to trading on a
regulated capital market, banks, insurance
companies and any other financial institutions and
public enterprises;
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18/ “reporting entity” means any entity, other than
public bodies and micro enterprises, required by
law to submit financial reports;

19/“micro enterprise” means an enterprise considered
as such in accordance with the criteria set by
directives issued by the Board;

20/ “small or medium enterprise” means an enterprise
which is a reporting entity and does not fall under
the definition given to a public interest entity
under sub-article (17) of this Article and other
than charities and societies; :

21/ “standards” mean the financial reporting and
auditing standards stipulated in this Proclafation;

22/ “group” shall have the meaning given to it by the
standards to be issued by the Board;

23/ “person” means any natural or legal person;

24/ any expression in the masculine gender includes
the feminine.

3. Scope of Application
This Proclamation shall apply to all reporting entities

established in accordance with the Ethiopian law or
operating in Ethiopia.
PART TWO
ESTABLISHING A BOARD

4. The Accounting and Auditing Board of Ethiopia
1/ The Accounting and Auditing Board of Ethiopia

(hereinafter the “Board”) shall be established by
regulation to be issued by the Council of
Ministers.

2/ The Board shall have the powers and duties to:

a) issue standards and directives relating to
financial reporting and auditing and ensure
compliance therewith; '

b) conduct inquiry or investigation and impose
administrative sanction in accordance with the
provisions of this Proclamation where
appropriate on public interest entities and
public auditors to enforce compliance with
financial reporting and auditing standards;
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auditors, audit firms and persons associated
with them to determine whether they have
complied with the applicable auditing
standards;

m) collect fees for services provided by it at the
rate determined by the Government;

n) impose and collect such penalties as are
prescribed in this  Proclamation, the
regulations issued hereunder and in the
directives of the board;

o) advise the Government on any matter relating
to financial reporting, accounting, auditing and
corporate governance.






