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REGULATION NO. 37/2005
A REGULATION ISSUED BY THE COUNCIL OF THE
REGIONAL GOVERNMENT TO PROVIDE FOR THE
FINANCE ADMINISTRATION OF CITY
ADMINISTRATIONS AND MUNICIPALITIES IN THE
AMHARA NATIONAL REGIONAL STATE.

Whereas, it has been found appropriate to enable those
cities of the Region qualified to take over local self
government to have favorable, transparent, just, efficient
and effective finance administration framework so that they
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could put in place good governance and a democratic
system in which the resident public directly participate and
be beneficiary of accelerated development thereof;

Whereas, it has, on the other hand, been found appropriate
to design and implement appropriate finance administrative
system which may enable those municipalities and
emerging cities that are not capable of taking over full local
self-government in order to carryout the responsibilities
they are legally bestowed upon;

Now, therefore, Council of the Amhara National Regional
Government, inaccordance with the powers vested in it
under the provisions of art. 58, sub art 7 of the revised
Regional Constitution and art. 50, sub art 3 of the revised
Regional State Cities’ Establishment, Organization and
Definition of their Powers and Duties Proclamation No.
91/2003, as amended, thereby issues this regulation:

PART ONE
GENERAL

1. Short Title
This regulation may be cited as ”City Administrations
and Municipalities Finance Administration, Council of
the Regional Government regulation No. 37/2005.”

2. Definitions
Unless the context
regulation:

otherwise requires, in this

1. ”Proclamation” means the revised Ambhara
National Regional State Cities Establishment,
Organization and Determination of Powers and
Duties Proclamation No. 91/2003, as amended.

2. ”Municipality” means a service sector established
to render municipality services and managed by its

own manager.

3. “Revenue obtained as per revenue sharing system”
means a fund which is transferred from the
Regional State to city administrations on the bases
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of revenue sharing formula to be issued from time
to time.

4. ”Capital project” means constructing additional
infrastructures or betterment thereof, aquiring
fixed asset, procuring machines or equipping an
institute or a locality with necessary instruments
with the view to rendering public service,
including the following:

A. expenditures spent for the accomplishment of
studies, researches as well as drafted
preliminary plans so as to effectuate the duties
cited hereinabove;

B. expenditures spent, during the construction
works, for the purpose of selection of
professionals; for professional service charge,
and  publication, mulding,  document
preparation and duplicating  activities,
advertisements, patent,including bond,
premium and interest expenditurers, or parallel
expenditure executed in relation to these
procurement  activities,  additional  or
improving construction works or aquision of
property;

C. expenditures used to recover the fund spent
for the payment of the expenditures state
hereinabove;

D. expenditure spent to
procedure;

5. ”City administration or municipality revenue”
means any form of money to be obtained from
urban services or municipal taxes, goods and
service charges, various revenues, revenues
obtained from sharing system with the Regional
government, subsidy from the Regional State and
other financial supports; sale of bond, promisery
note rendered to the city as well as any kind of
fund to be obtained from any other commitment
made with the city on the bases of cost sharing and
from loan agreements.

launch a working
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6. “Assets” means revenue from various sources,
ending balance, fund of development enterprises
or other current account as well as any other fund
or property obtained from other sources.

7. “Fund of development enterprise” means fund
acquired by development enterprises that are
organized under the city administration or the
municipality so as to render service.

8. ”Budget authority” means an authority vested to
appropriate or withdraw the resource collected or
expected to be collected, incliding capital
expenditures for activities to be accomplished by
various work units and organizations of the city
administration.

9. ”Common financial board” means a board jointly
established by city administration and the
Regional state pursuant to this regulation and
accomplish all duties given to it

10.”Assessment of initial capital” means a
consolidated fund which serves as the basis for the
decision to be made by the common financial
board of city administration and the Regional state
and be apportioned to city administrations upon
the determination of the Regional Finance and
Economic Development Bureau head.

11.”Financial assistance” means the fund which is
prepared occasionally by the common financial
board, apportioned pursuant to the formula
approved by the Regional Council and allotted to
city administrations by the Regional state either in
total or for special purpose.

12.”Consolidated fund” means money put in a bank
account in the name of a city administration or a
work division which is made responsible for this
purpose, or that is put in a coffer.

13.”Poor” means a person who is below the
determined poverty line and authenticity hereof
ratified by the relevant city or woreda
administrative council as having no capacity to

pay.
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14. "oowl 3P RIANT" “INT aowl 3P 14.”Basic Service” includes basic health and education
PanSs TIVCT  AIANNATT  ATSV9° services as well as other service additionally
AN MA@ 01990 @®LI° PO S designated as the * basic services” by the relevant
ANTSLC /0T "eowl P RIADAE T city and woreda administrative councils.

STFo ANA® (Hen?Ts 0PI AAeT
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15.'0.¢" “1at Phlhor 245 01 AClF 15.”Bureau” means the Amhara National Regional

.c o State Works and Urban Development Bureau.
3. ¢14.977 1t on7 3. Scope of Application

1. ev L0 ahte?  ANFSLCTS  “Mo% 1. This regulation shall apply to financial and
0T 425706 70 Th 18T Ag property related affairs of city administrations and
14997 LUPTA:: municipalities.

2. QHY A7PE 700 A7PH 1 OC  CTHL110- 2. Notwithstanding the provision stipulated under
e 2% bt T hHy o 270 sub art 1 of this article, emerging cities may stay
I3ILPTF G HIGTHN (“9.0M avany, working by a directive to be issued cross-checked
WA APL LTAA: against the provisions of this regulation.

4. AP 4. Objectives

L7370 POt RA%IPT LT 4T A - The regulation shall have the following objectives:

1. 097 By, P4 L5 eoT 1. to establish permanent financial and resource
ANT8LC NCYT avoopd S (Né AL administration systems of the cities and to create
POLO-ANT7 9°FE VBT Oem(: conducive situation for their implementation;

2. TN ANMO PULUFADF Favma)yy o 2. to cause the acquisition of equivalent value that
IATIHG 8O KhE909°  POLme Py money may render, and ensure the efficiency and
NP1G oM, 294.917:: effectiveness of the implementation thereof.

nea vat PART TWO
NA70, REVENUE
5. 10, 9°765 5. Sources of Revenue

ehho?  ANFSLC ®eye  eomos 0k 0, The revenue of city administration or municipality

nLhtact PoLovYsp LG A:- may arise from the following:

1. hot”r ogyr “MrE 0+ h 1. revenue to be collected from city or municipal
RIANET 220000 10,7 services:

2. hhaa- o3t IC  (197.8.49 10, 2. share to be obtained upon the determination of
NEEA NGO T HONG POLTY LGt revenue sharing system with the Regional State;

3. hhAA a3t 09> ATLANLALY: 3. subsidy granted by the Regional State or, as
hoooante- %  ANESLC QDA deemed necessary, from the concerned woreda
U0 r L7 administration;
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budget subsidy to be granted by the Regional State
for the implementation of special purpose;

loan;

aid to be obtained from governmental and non-
governmental organizations either in kind or in
cash;

other sources.

City Service or Municipal Revenues

The following are, pursuant to this regulation, said to
be city service or municipality revenues:

1.

Revenues listed under the provisions of
Municipalities Revenue Tariff Amendment
Regulation No0.12/2000 as well as Newly
Organized  Municipalities  Revenue  Tariff
Determination Regulation No.20/2004,

City land rental fee and lease revenue to be
collected pursuant to formerly held urban lands
and lands in lease exempted towns designated to
stay under transitional period regulation
No0.1/1995 and the administration of urban lands
under lease holding regulation No0.2/1995, as
amended, as well as former urban land holding
screening criteria and fee rate determination
directive N0.11/2004,

Payment to be requested and collected pursuant to

other urban land use directives;

Revenue to be collected as a dividend of
development enterprises administrated under any
city administration or municipal city.

Condition of Determining Tax by City
Administration and Municipalities

1.

City administrations and municipalities shall
consider the assumptions listed below where they
asses property tax:
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A. assessed rate or estimated land value as per the
class of urban cite where the property is
found,

B. rate determined for both the land and building
erected on it:

C. rating system that determines their grade
without taking values into account where
uniform of rate is found functional for those
areas whose rate was not determined
previously,

2. Where the above methods are put into effect the
following are taken into account:

A. land lease value as a basis of rating of land rent
value;

B. local rent value as the basis for rating of value
of building.

3. Where the rate of revenues listed under art. 6 of this
regulation is assessed, the total expenditure which
the relevant city administration or municipality
service may request shall take into account the
number of residents as well as the total burden
caused by the total effect of direct and indirect
taxes imposed by the federal and regional
governments. The working procedure coming into
forth concerning this shall be determined by a
directive to be issued following the regulation.

8. Assessment

Charges

1. Without prejudice to the provision of other laws,
any city administration or municipality shall take
the following principles into account where it
assesses the rate of fees and charges:

of Property and Service

A. The promotion of fairness in the eyes of tax
payers by shifting the costs of a particular
activity from tax payers at large to the specific
users who benfit most directly from that
activity;
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B. The promotion of a more efficient allocation
of resources by introducing a commercial type
discipline on the demand for and supply of
goods and services.

2. Where the rate of pay is assessedd, it shall take the
following into account:

A. That any family with the exception of those who
are leading a low standard of living shall cover
the full expense necessary for the service it
receives;

B. Whether those people who lead low standard of
living are beneficiaries of a subsidy system at
least to fulfill the basic services;

C. Whether the payment assessment policy is made
transparent to all beneficiaries as well as the
provided subsidies and recommendations are
effectuated in a manner that the beneficiaries
may be aware of;

D. That the total effect caused by the payment
assessment  system doesnot bring about
unnecessary burden upon business activities;

E. That amendement is made on the tariff system
from time to time in line with the economic
development of the city;

F. That reliable system enabling to take forceable
major on those people who are unable to meet
their payment obligations and impelemenation
strategy is launched.

Approval

Unless determined by negotiation, market value or by
any other organ in accordance with the law of the city
administration, municipality or other relevant law, the
city administrations or the municipalities shall submit
the decisions arrived at by the city council or relevant
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A0 QA®: w9 ao0lt AA AhA Pol.007 woreda administrative council with regard to the rate

s aa-k1T antec aotero- 90 oe9e of fees, charges and any charges necessary to be made

A0 qA®- M5 anNtSec 9°/(. 1 on existiting payment, together with its own

eHLLANTT U, NANTLP T IC LOLPAT recommendations, to the bureau for approval. The

H7L ANCo: ePCAA: N.CO9° LUTT OIS Bureau on its part shall revise, reorganizing and

ANELET  A%INSPCS (9P19°19° AT evaluating, and submit the issue to the regional

ARAA- N8 C PILT APCN O PA:: government council so as to get it approved.

10. NA10, Ad0aN 10. Collection of Revenue

1. *775®-9° e+l ANHSLC OLI° TS 1. Any city administration or municipality shall,
-+ (H.V £ an\\ (T pursuant to this regulation, have its own
PCTFANTPOPST RIADN-T he e oege organization that assesses, collects as well as
AAT MPLTT POLONTT PC2A0NAS registers tax, property and service charges or other
POLaAHPA PL-0- PPT RLLAET LTLPA:: revenues.

2. P97 ROESLS PTIHANS AN, AT 2. Finance and local economic development office of
AT R0 @e9e (1°MIE (T LB the city administration or lead municipality in a
M®LG P9LT5 avé MO8 & “1T¥ETFaog° woreda, at the level of municipality, shall have
M, 720070175 C7L00AN0T7  LLAT receipts published and distributed to determine or
PCUrFoInT o LR VA S PLCION:: collect any kind of revenue. The Bureau shall
NANCHC AWl (LD avanl, e PO :: issue a directive with regard to the detail

procedure.

3. Qo ARESLC ©g9 (1“MOE Ok 3. It is prohibited to collect any revenue, tax or
LLNT QAVT (NHPC “19°F@-9° 10, J-hn property and service charge without official
weIe e0PG  AIAIN-T NEL  grOANA receipt of the city administration or the
ALFAY: municipality.

11. na“InJ-oP 11. Notification

1. 2735 m-9° ¢+ QAL+ oe9° ehteym- 1. Any property owner or city service beneficiary or
AAT T P7 PPy @L9° (HY L7 one who is duty bound to execute tax or property
an(\(.F INCT Fhn ey POPG and service charges as per this regulation, shall
PATANNT NEL Pavlp9® L3 LANT declare and pay within the specified period.

Ao AHY- (OO 10 O0F ANTOP
and.N AT

2. P7.4.4°017 20C o9 P0G 2. Any person who fails to declare and pay the tax
AT nege AnTa-p £Aand.A or fee and charge shall, as per the decision of the
MGCFEM9° D RN PAO- RhA relevant body, be made to pay the principal tax
N“2.0010 o0t (HY L7370 htmant together with the penalty imposed on him
PN IC Gl MNET ATLNEA LLLIA:: pursuant to this regulation.

12. NAC AOVING 12. Tax Determination
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municipal council in municipalities shall establish
a committee that carries out evaluation and
assessment which is capable of ensuring those
people who have the obligation to execute tax and
other property and service charges.

Where the committee carries out its duty, it shall,
besides those circumstances taken into account
pursuant to this regulation, undertake a study, and
devise mechanisms which enable to estimate
property value and services charges so as to
determine property and service charges correctly.

Composition and number of the members the
committee shall, being determinable by the city or
municipal council, include representatives from
the concerned executive bodies of city
administration or municipality, from government
offices, and the concerned civic organizations as
well as from the business community share
holders.

13. Penalty

1. Any person who has failed to declare and pay the

tax, or property and service charges expected from
him/her within the period specified in this
regulation, shall pay 1% penalty to be calculated
against unpaid amount, for delay of each month,
inaddition to the interest that is equivalent to the
current bank loan interest.

2. The penalty to be imposed pursuant to sub art (1) of

this article hereof may not exceed 50% of the total
amount of payable tax or property and service
charge.

3. The commencement of penalty may not waive the

body who is authorized to collect income in the
city from holding property as a guarantee
including taking any other measures pursuant to
sub- art. 4 of this article hereof.

4. The city administration or municipality shall have

the power to hold the property of a person who has
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failed to pay the tax as well as property and
service charge needed from him within the
specified period and allot same to compensate his
debt thereof. The detail shall be determined by a
directive.

6. Any person who has failed to discharge his
obligation shall be made to sustitute the expense
incurred to collect revenue from him due to that
effect.

14. Appeal

1. Any tax payer who is dissatisfied with the tax
decision made by the committee shall submit its
complaint to the appeal hearing committee, to be
established according to the directive to be issued
by the Bureau, with prior submission of 50% the
tax imposed on him as a gurantee.

2. Any tax payer who is dissatisfied with the decision
of the appeal hearing committee, believing that
wrong being committed, shall submit the matter
within 30 days of receiving same to city focus
affairs court or on the absence of such, to an
authorized woreda court of the locality and have it
decided thereon.

15. Depositing

Any body who is authorized to collect revenue
pursuant to this regulation shall deposit the money he
has collected or received or any payment executed for
him in the main bank account of the town at the end of
each working day. On those towns where there is no
bank service, he may deposit in the local finance and
economic development office or, in the absence of
such, he may temporarily deposit in their own secured
coffer being watched provided that the amount does
not exceed 10,000 (ten thousand birr). The detail shall
be determined by a directive.

16. Record
1. Any finance of city administration or municipality
shall be recorded taking the special characteristics
of the city into account and pursuant to finance
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organization system which is prepared considering

Regional

and Federal financial bookkeeping

systems. The detail shall be determined by a
directive to be issued by the Bureau upon the
recommendation of the Finance and Economic
Development Bureau.

2. An estimate of value of any aid in kind shall be
recorded in the account of the city administration
or the municipality.

17. Bank Account

Any city administration or municipality shall, as
may be necessary, at least one bank account open
in its name to deposit the revenue of the city;
provided, however, that, where circumstances so
require and found necessary, opening more than
one main accounts in the name of the city it shall
not be prohibited.

1.

Various executive bodies organized in the towns
which are at the level of city administration may
open their own separate account either in the name
of each respective office, or jointly so as to run the
budget they are administering.

Any city administration or municipality may not
open bank account:

A
B.

In banks outside Ethiopia;

Out of those institutions that are authorized to
undertake bank activities pursuant to the
provision of bank proclamation No. 83/1993.

. The finance and economic development office of

the city administration may, on the basis of this
regulation, issue a directive with regard to account
opening and activities of the city administration.

Executive bodies shall report the finanancial
transactions they made every month to the finance
and local economic development office so as to
make the former serve for the purpose of
registration and statistics.

Any fund

that the city administration or

municipality has received shall, pursuant to the
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provision of this regulation, be deposited forthwith
in a relevant bank account.

7. The finance and local economic development
office of the city shall submit a consolidated report
to the mayor within 15 days after the month is
over, showing the fund collected and withdrawn
from the bank within the month.

8. The municipality manager in municipal towns
shall submit a consolidate report to the woreda
administrative council within 15 days after the
month is over showng the fund collected and
withdrawn from the bank within the month.

9. An executive body of a city administration or work
division that used to open a bank account in the
fiscal year shall submit information containing the
undermentioned points to the finance and
economic development office within 30 days after
the fisical year is over:

A. The type and number of the bank account;

B. The initial and the ending balance of the
bank account shown at the beginning and
the end of the fiscal year.

10. Towns at the municipality level shall also notity
their bank statement in a similar way to the
concerned woreda Finance and Economic
Development Office.

PART THREE
REVENUE BY SHARING AND
GOVERNMENT SUBSIDY

18. Revenue Obtained in Share
1. The Regional State shall transfer the share to be
submitted being prepared by common finance
board from time to time and allotted, pursuant to
the revenue sharing formula approved, by
government to those towns which are at the level of
city administration. It may also decide with regard
to the possible share among the woreda
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administrations and municipal towns.

The revenue sharing system, the formula and the
detailed procedure shall be prepared by the board
and made public using a newspaper that circulates
in the Region, or through any other favourable
means of communication. The notice shall contain
the assumptions which are the basis for the
preparation of the revenue sharing system, the
formula, the procedure as well.

The common financial board shall, pursuant to this
regulation, publicize from time to time, the criteria
and necessary indicator on which it may be based
on in preparing the revenue sharing method, the
formula, and the detail procedure.

The common financial board shall inaddition
consult the Regional state with regard to the
support and the budget sharing procedudre that
have to exist between the woreda administrations
and municipalities.

19. Assistance
1. The Regional

state may provide financial
assistance which enables city administrations to
cover the expenditure of capital projects from the
consolidated.

The common financial board shall, based on the
information it submits concerning financial
position of the city administrations as well as
ascertaining, before hand, that the Regional state’s
resource has distributed to non-city
administrations fairly, submit the amount of
assistance that may be allocated to the city
administrations within the fiscal year to the
Regional Finance and Economic Development
Bureau.

Where, as it may be necessary, the board may
submit a proposal of operational expenditure for
the projects and supplementary assistance on the
basis of preconditions to the Regional state.

The total support obtained from the Regional state
shall be shared among the city administrations
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administrations from the Regional state may be

granted in total, without preconditions and

requirements, or may be on preconditions and

requirements in a special case.

The common financial board shall take the

following into account in the recommendations it

may submit to the Regional state so as to be able

to share total or special support among city

administrations:

Fairness;

Implementation capacity;

Lack of basic implementing cpacity;

Reliability;

Encouragement;

Development connection and relational status

between woreda and municipal towns;

G. Developing potential of twons and their being
favourable as development center.

mmoowy

20. Necessity of Ensuring Equity
There shall be created and put into effect a working
procedure which enables to ensureequitable resource
allotment or sharing amongst all city administrations,
small towns and rural woredas when revenue sharing
and support providing methods are designed.
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NEA heét PART FOUR
NA-ALC LOAN
21.m+AA 21. General
1. "7 AOTSLC LLLE P-1L4-8. DI 1. Any short and long term loan, which those cities
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organized at city administration level cities take,
shall not affect the National Macro-Eonomic
stability as well as the Finance policy.

2. For the execution of sub art (1) of this article,
any city administration shall notify the Regional
Finance and Economic Development Bureau of
its total previous debt, the amount of loan it
expects and the purpose the loan serves before
taking the requested loan.

3. Development enterprises to be established at city
level shall have the authority to borrow by
themselves, and the condition of their loan shall be
determined pursuant to the agreement enterprises
reach with loan rendering bodies.

22. Short Term Loan

1. Any city administration may be able to take short
term or direct loan on conditions that the
recommendation of the board is approved by the
Regional Finance and Economic Development and
Trade, Industry and Urban Development Bureax
jointly and to fulfil the shortage of fund that may
be faced due to the following reasons:

A. With the view to fulfiling the fund shortage
faced in the budget year thereof, and where
it is believed that definite and reliable
revenue which enables to refund the debt in
the same fiscal year is expected;

B. Where there is shortage of fund to meet the
demand of capital expenditure, and the fund
taken on laon can be refunded within the
same fiscal year from legally appropriated
definite amount, or from long term loan;
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C. Where the loan agreement is endorsed by
the city council and verified by the signature
of the mayor;

D. Where head of Finance and Local Economic
Development Office verifies, in the name of
city administration, the loan agreement or
that loan has been taken, or he signs other
similar documents recognizing the liability.

2. Where the loan is obtained upon agreement made

with an individual, a group or an organization, the
loan celling is determined by the endorsing
council and is taken once or, as may be
appropriate, at different times, the laon period may
be amended only by the decision of the loan
endorsing council.

. Where urgent circumstances encounter, the loan

endorsed by the council is put in to effect and the
city Finance and Local Economic Development
Office shall, within a short possible period, notify
the council of the amount of debt incurred, the
expenditure caused due to the debt with those
alternatives enabling to repay the debt.

4. The city administration:

A. Shall refund the short term loan it has taken
within the fiscal year the loan has been taken;

B. May not amend the loan accord, having
refunded the loan of the city administration, or
of other organ’s secured loan, in a way that it
may have an effect of shifting the maturity
date to another fiscal year, nor take another
loan for the redemption of former loan.

23. Long -Term Loan
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1. Any city administration may take long term loan

where the recommendation from the board is
reviewed and approved by the council of the
Regional state, and is confirmed, before hand, that
it serves for the execution of the following objects:

A. Capital expenditure necessary for the
expantion of infrastructure, accomplishment of
construction and development activities,
undertaking investment activities as well as
production of fixed assests or other equipment
enabling to attain the establishing objective of
the city administration;

B. To redeem the loan taken

previously.

long-term

The specified long term loan is, pursuant to this
regulation, said to be taken where the conditions
indicated hereinunder are fulfilled:

A. Where the loan agreement is endorsed by the
decision of the mayoral committee and ratified
by the signature of the city mayor;

B. Where the City Finaice and Local Economic
Development Office signs loan accord, or the
documents that confirm the loan has been
taken or that give recongnition to the debt
thereof.

The city council shall, at least 15 working days
prior to undertaking meeting to endorse the laon,
notify the public through the Finance and
Economic Development Office of the detailed
explanation of the loan it wants to take and the
guarantee to be pawned.

The residents of the city shall have the right to
submit their comments to the city council in
writing or in person with regard to the loan
agreement thought to be signed.
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5. The

city Finance and Lcoal Economic

Development Office shall have the responsibility
to submit, at least 15 working days before the
meeting of the council undertakes, a copy of the
loan accord and a list that shows the expenditures
expected to occur upto the period the loan is to be
redeemed, to the city council through the mayor.

6. Any city administration may, having ascertained
that the undermentioned requirements are met,
take second loan to redeem a previous loan:

A.

Where it is proved that the previous long term
loan was taken in accordance with law;

Where the due period of the loan to be taken
S0 as to pay the previous one does not exceed
the useful life of properties, production and
other equipment procured as part of
developmental activities performed with the
loan taken previously;

Where the current net value of the future
repayment, including the principal and interest
accrued, of loan to be taken to redeem the
previous loan is less than the current net value
of the future redemption that was thought to
be made pursuant to the previous loan accord,
and

Where the deducting amount implemented to
reach at the current net value indicated under
letter (C) and supoorted by other assumptions
that the formula bases as well as fulfill the
criteria indicated in the framework that may be
implemented in the future.

7. The long-term loan that any city administration
takes shall be in harmony with the principle
implemented to determine the share of capital
budget in the annual buget of the Regional state.
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24. Condtions Commnly Serving Short and
Long Term Loans

The

long and short term loan that the city

administration takes pursuant to this regulation shall
be in Ethiopia Birr, and should not relate to or be

influenced by

occasionally  fluctuating foreign

currencies.

25. Guarantee
1. The city administration shall, pursuant to the

2.

decision of the city council, offer guarantee to:

A. Any loan obligation that the
administration entered in to;

city

B. Any loan commitment that an enterprise under
the sole jurisdiction of the city administration
entered in to;

C. The properties that the city administration or
other person uses as per its commetments or to
implement the purpose of the city
administration  respectively as well as
producing other instruments and capital
expenditures used by another person.

The city administration may offer the following
including other appropriate guarantees as security
of the loan:

A. By offering property in the form of guarantee,
security or other similar loan agreements;

B. From expected income, or committing to pay
the debts in property, or assuring that the debts
will be paid back by allowing the
lender/investor to take such incomes directly,
or guaranteed obligations shall be practical;
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C. Offering fund as a guarantee to the lender, to
the investor or to the third party;

D. By ensuring that no prohibition of paying back
the debts out of any type of revenue or
receivable fund;

E. Without prejudice to the last alternative of
judgment of the ordinary court, being in debt
for obligation, to resolve any dispute by
reconciliation, mediation or a method enabling
to solve the disagreement;

F. By holding a certain amount enabling to
discharge the obligation enetered into
deducting from the total revenue, or pledging
to payback the debt out of special fees and
charges or reserved fund;

G. By causing the allocation of fund in the budget
that serves to pay back any other loan
including the principal and the interest;

H. By entering into obligation that the city
administration shall not take another loan
before the accounting or completion of the
payment of the debt using the property which
already taken as a guarantee to take previous
loan;

I. By giving one’s consent to other methods that
the city administration belives in as necessary
and appropriate.

Decision of any city council that allows a gurantee
shall:

A. Determine the necessity of the property or
right allowed to be offered as a guarantee in
providing city administrative services.

B. Show the condition in which the property or
the right, which is believed to be essential to
render basic service of city administration,
shall be kept in a way that enables the basic
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4.

services to continue.

Where the council takes the decision that the
property or the right is essential to render basic city
administration services and the administration
unfortunately fails to fulfill its obligation, the
contract taker, his heir/heirness or the one to whom
the right is transferred, received guarantee from the
administration, can make use of the guarantee
(property or right) in a way that the basic services
shall not be disrupted or disturbed.

Where the deicision made by the council pursuant to
sub art. (3) of this article claims that the property or
the right is not essential to render basic city services,
the city council shall, as may be relevant, continue to
be under obligation until the guaranteed loan is paid
back or executed pursuant to the obligation signed.

26. Gurantee to be Given by the City

Administration

With the exception of the conditions

indicated

hereinunder, the city administration may not offer a
guarantee to obligations or debt it ran into by
government bodies or any other person.

The city administration offers guarantee for the
long-term loan taken by the development
enterprise which is under its sole control where:

A. The board of the development enterprise
endorses the development plan of the
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enterprise as the cause of the loan; and

B. The council endorses the guarantee as per the
manner whereby the city administration may
be allowed to take the loan and the contractual
terms as well as conditions that such a loan
base, provided in this regulation.

The city administration may provide guarantee on
the loan that any other person be in debt to, where
the Regional Finance and Economic Development
Bureau approves; and:

A. Where the administration separately keeps or
preserves, through out the time when the
guarantee stays firmly in effect, cash or
provision which is proportional to the
expenditures the administration is expected to
encounter owing to its offering of the
guarantee.

B. Where it is ascertained that the city
administration has entered into an insurance
contract with an accredited insurance company
for an amount which is equivalent to the
expenditure the administration is expected
encounter due to offering the guarantee, and
ensured that the insurance will remain
effective through out effective period of the
guarantee.

PART FIVE
PLAN AND BUDGET

27. Plan

1.

Any city administration shall prepare a
harmonized strategic plan that may be classified
and implemented in short, medium and long-
terms, such strategic paln shall consist of unified
economic, social as well as infrastructural
development plans of the city.
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2. The harmonized master plan shall incorporate the

following, among others:
A. City revenues;
B. Land use;

C. Urban renewal and redevelopment activities;

D. Construction programs for public services to
be functional within the certain forthcoming

years; and

E. Perecentage that indicate

population growth rate.

3. The harmonized strategic plan shall contain sum
of money necessary to implement the plan and the

source of the money.

4.  The harmonized strategic plan to be functional
within some years shall be approved pursuant to
the provision of budget allotement procedure of

this regulation.

5. As per the conditions indicated under sub arts 1-4
towns organized as
as may be appropriate,

of this article, those
municipalities shall,

infrastructural,
social, economic, transport development and

Py AN F 7 LL.070: : execute their part.
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3.

The city administration or the municipality shall
devise other source of income that generate
revenue to cover the planned budget of
expenditure so as to control the rate of payment
caused by an amendement.

29. Budget Allotement

30.

T

he budget of the city administration or the

municipality is based on the current and forecast
revenue, and its purpose is to cover the expenditure
palnned to be implemented within the fiscal year of the
budget appropriation and a part of capital and
recurrent budget within the long term paln of the city’s
developmental and service activites.

Coverage of Expenditure

Annual budget expenditure shall be covered from:

A.

C.

D.

Certain forecast revenue;

Surplus money which is not engaged for other
purposes and was remained unused during the
previous years;

The fund obtained by loan, and serve only for
capital budget; and

Revenue to be obtained from aid.

31. City Administration Budget

1. The budget of city administrations, pursuant to
Aurticle 20 of this regulation, is based on revenue,
transferred to them as per the revenue sharing
formula from the revenue the Regional State
Collects, on grants, support, loan and revenues
available from city and non-city services,
incomes and taxes determined from time to time,
service charges as well.
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2. The start of the city administrations’ budget
is from the programme and expenditure
cener while the preparation is organized at
the level of each head of offices as well.

3. The Finance and Local Economic Development
Office of the city shall, after consolidating the
budget demand organized by and submitted to it
from each offices, submit to the mayor with
economic analysis and measures to be takent to
stabilize the economy as well as with other
necessary information.

4. The mayor of the icty shall examine the draft
budget submitted to him form the Finance and
Local Economic Development Office and
submit same, to the city council with his
recommendation for approval. The detail shall
be prescribed by the directive to be issued by the
Bureau.

32. Municipal Budget
1. The budget of a municipality is based on the
taxes, property and service charges which are
source of municipal income, the revenue that the
woreda transfers to the municipality as per the
sharing formula, and including revenues made
available from other sources.

2. The start of the budget preparation is a
programme and an expenditure center, and shall
be organized at the level of the heads of the work
units.

3. The city council shall, pursuant to the provisions
of Art. (33) sub-art (5) of the proclamation, after
compiling and revising the budget request of lead
and sub-municipalities prepared and submitted to
him by the manager, submit to the woreda council
for approval including his recomendation.
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33. Budget Ceiling and Deficit
1. The Finance and Local Economic Development

Office or the municipality manager shall submit
/determine draft of proposal of the city
administraiton or the municipality on the basis of
revenue assessment.

. The Finance and Local Economic Development

Office of the city shall, in consultation with the
mayor, inform the executive body of the
determined ceiling of each budget item.

. The budget ceiling shall be a base for the

preparation and examination of budget request.

. The city administration or the municipality may

not be allowed to budget deficit. Hence, it shall
undoubtedly cover its expenditure from the
collected revenue.

. Unless the council of the city administration

allows in special circumstances due to
unexpectedly encountered economic condtions
the fund made available from loan and for special
purposes shall serve for special activities; it may
not be possible to transfer this money to cover
operational expenditures. The condition of
allowing this in special circumstance shall be
determined by a directive.

34. Authority to Budget Review

1. The city mayoral committee shall review the

budget submitted to it in detail, and may again
submit a proposal of, as may be required, a change
or amendment on the budget request in accordance
with the result of the review.

As the authority of the city mayoral committee is
limited to sumitting a recommendation with regard
to budget review so as to make change or
amendement, it shall send its recommendation of
change or amendment, as deemed necessary, to the



www.abyssinialaw.com

16- 28- HL-VD 20T RPC 11: ool 9° 4 77 1998 9.9° Zikre Hig Gazette No_11, September 14, 2005, Page

ATERINNE aAhtT?o- 170G PAhAN,
ADTL AV X/ LANA: AW
Wk9° NPdNa- “700¢ AL Adlee-17
I°C APANL D77 hhAl: LANA::
AL T PeEmT PPLND ANLD77 hhA
WLl Am-r @f9° 704 ¢ ¢-10T7177
AR Wrk0 herk e0ET reRay
At 9°nC 0L PPCAA::

170G PAMON. ADGL AT A0
OLI° P40 e AdtePk  P-HahaTo-
/0 A a0 07 0-herk
NPLAATF@ 7700 ¢ VAN AL 11¢ 5T
@0 ovA0 PAOM- AT7LPT (N7
0ok bl PR e VA0 PO LYT
ATATT LPmiA::

ehrtm- 17005 PAhAN. AhG 7y
AT A0 APLa PUIAT e DAl AL
Nh»C 5T o0r A0T0E7  PAAN

A7 944 em APALYTT  RTSTY
NovgmC AN T "o- 07 :0-077k
eaJo-FA:: oo R0 (00A-

PPLN7  PaAm-P AT U704 L YAl
N70A AbT"7o- 9°0C LT PPCAA::
ehrt - 9°nc O+ OPLNaT  eNE-T
POE AL TANNe L1 RILPY PNET
PeEm- (7740 P oowll  -HO-Hhhde
A7S.PCN PRC 0 Qbte- rEQ
0t AT AN Ade- Pe
naA oo O LANA::

et 07E0N-helt ANC ST LW
-0 ¢-ta-thhao-7 NE-F:ANL.9Y,
Ahal: ePL-T ANTPPT ha hio- oC
anT"7m- 9°nC - PPCOA::

eht-m- 9°nC 0+ e-Hothhao7 18-+
AG PPl AN POTTT havlaold, KG
NNe-: AL mHN A7%0fe0F L4
A COLFPA::

anw nae MA7+& 36 70-0 AP 1-8
P T7 ATRU BT 0T RNV

-28 -

City Finance and Local Economic Development
Office. The office may incorporate its own
recommendation into the amendement, send same
to each executive body as well.

Where the executive body that submitted the
budget request agrees with the change or
amendement already made, the mayoral committee
shall submit the budget request to the city council.

Where the Finance and Local Economic
Development Office or those offices to which the
amaendement has been sent by the mayoral
committee fail to reply to it within 20 days, the
proposal presented by the mayoral committee is
deemed acceptable.

Where the city Finance and Local Economic
Development Office fails to send its suggestion
within ten days on the amendement proposal
submitted, it shall, considering the amendement as
acceptable, notify the city mayoral committee. The
city mayor on his/her part shall, including the
change and amendement proposal so submitted,
submit to the city council.

Where the city council makes an amendement on
the budget request submitted to it, the council may
re-send it to the appropriate work unit through the
mayor of the city so as to cause the correction of
the budget request as per the amendement thereof.

The city mayoral committee shall submit the
amended budget, together with the suggestion of
the executive bodies, if any, to the city council
within 10 days.

The city council shall, after going through the
amended budget and submitted recommendations
as well as having the budget discussed by the
people, approve same.

under Art. 36 sub articles 1-8
depending on the condtion and

Particulars
hereinabove,
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appropriateness, shall be implemented thorugh the
manager of lead municipality and sub municipality,
and through the woreda administrative council.

35. Public Opinion Poll

1.

2.

There shall be a public opinion poll as regards the
budget review undertaken by the city
administrations and municipalities at any level.

With the view to enhancing public awarness of the
budget, at the public opinion forum, concentration
shall be made on the following principal issues,
among others:

A. Activities to be accomplished in a sequence;

B. Expenditure covering method; and

C. Issues the person who chairs the budget
execution program and other public opinion
forums suggest.

36. Supplementary Budget

1.

A budget requestion shall contain matters which
would be incorporated in the budget estimates
annexed to the harmonized plan, the fiscal plan,
and the execution of the harmonized plan shall
properly be classified right in the fiscal years and
it shall specially indicate parts of the plan to be
executed in the year of the request. As a result, no
request for supplementary budget shall be made in
the same budget year.

Without prejudice to the provision of sub-article 1
of this article, where policy change of city
administration or municipality or other unforeseen
intruding  matters  necessitate new  and
supplementary budget, the department may submit
supplementary budget requisition to the mayoral
committee. The city mayoral committee again



www.abyssinialaw.com

16- 30- HAL-V? 20T €PC 11: ool 9° 4 77 1998 9.9° Zikre Hig Gazette No_11, September 14, 2005, Page

-30-

PeE ALPCN  LTAAN:: PhTTo shall submit the requisition with recommendation
nNrEO-hetE PPLNATT Ptenle NPT to the city council for approval, and if
PeE AFL.08P hANTP1: IC ah T o0- municipalities, the manager shall submit to the
NG LT PTINOE (LT ATEUPIC Nd woreda administration.
ANNPLE. AwlS AOTSRC /0T
LPCcaa.::

37. P02+ Ho-o-C AF &PPC 37. Budgetary Transfer and Control

PUNT AP LI7 NPT ATV So as to ascertain efficient resource utilization:

1. ek 0" to- (1) B fodl Ao 1. The mayoral committee or council of the woreda
ANTHSLC  9°hC LT OA7S of9° administration may transfer fund from one office
NaA®- POET 92 PPI° AL PAPA to another, or from one activity to another within
VI wF4F QALLINT NRTL &0 a municipality, where it is certain about the
0L A4 A/ 0L (RIL TNIE availability of unutilized money under one or
ML DG hRIL N ofAA D POET other budget item. Prior to taking decision, the

committee or the council shall consult the office
Ho-0-C  ALLCT  LTAAN::  hol-bor : .

of finance and local economic development, or
oLy FRC Mt oiod hedack manager of the council.
& P1T7HA0G PAh0, AT 2/017
oL PUMIE 07 e ANDLE
mNC ANt ::

2. (7L eONET 9°LN o0t hrJA 2. Transfer from capital to recurrent budget within
L 20§ 0FT HooC 9947 the same budget item is possible on condition that
P Fam- Mo 30 APL00T the mayoral committee or the woreda
enrE0 hevbo- @90 ATIHIE (LT administrative council, through mayor’s or the
T a7 L7 (Ne- Anh.PE manager’s presentation, allows it.

APLOTT  PolS  ROTSRC /0T
04T L LUTA::

3. Mo e1TING PAMNN, AT 3. Office of city finance and local economic
A A/ 0e9° PUIDIE (ol e development, or manager of the municipality
AND.LE MO TT0- A Z/0AT avhhA allows budget transfer amongst offices in the city,
Nh?8% /0T ofLAAo- 09028 0T and from one department to another in case of
o7 299° A8 PR DA of municipality.

Ao POET Ho-oC AT9R4L7Y
oGP L L AN

4. P07 ROTSAC PAMé T O PNAL 4. Heads of city administration office permit budget
BALPT (NP ¢-  NGATo- WA e transfer from one budget head to another within
POP T  Ccon  wfAA Con NPT their corresponding department.

ATSHPOC AwGPL: LFAA.::

5. PPavN4 P 0.-1: fNae DAL P 5. Heads of respective offices shall maintain the

eHé.d w7y (N1 eNET Ho-a-C AS record for appropriated budget, budget transfer




38.

39.

40.

41.

www.abyssinialaw.com

16- 31- HAL-VD 20T PG 11: ool 9° 4 77 1998 9.9° Zikre Hig Gazette No_11, September 14, 2005, Page

AALTS7S  POPT  Ccon ¢ HRAM10-7
CALN PULLAL a0 WP L LeHA::

6. M7 AOTSLET 17005  eahaq,
ANST7L AT A/ 008 LT
L9 PwlSm ANESLC TIHAN YA
A/ NNEA- hé9000- AL, hmFPAL
Nt PRCIA::

P2AN hoPPC +7CoT
1. 0" AOFSLCT eat?  e17n0s
PANON. AT AT A/ 0708

LA L2929 0é- ANDPE. Phl70-7
LA hoPPC  »2CYT RTUNLD
PLCIA:: "ICTFao-9° Pl o 74
N0V »7CoT aow /- Cavl0A::

2. PTMOE (AT PLAN APLPH  OTAP
AWeLC  RTS.0TA  PlLmed  UY
Nn.co- Qa-t+éee  OQntPC 2740
ho2PC »C%E:  (FFa oom?
A1 Po- 200 hAoPPC  »7CYF

aow /it ol P RN
AT P10 wAS
PO ANTSAC o9 T8 Lk
Phaaz  PNE T Pl wAS  aomdd®
Al

AN AN 10P

Y L70 RiP&x 36 aowldl N0
NC 0L wf9° NodsS ANTSLC 9°/0T
PoLto- ONC1 NPLY” -ThiA AhTor
PO ANNETT AG Posh, A(144. 17 HE,
02040  aopsn, ¢ (Mt o- 219
T AoM 0L9° NAA Aot Pov)GE
HL AMHAN AM06 LIOA::

POt AONTSLC L9 P7IHIE

A PATNMTT LCEFT NE+
1. A200 Qae- &30 opy”
AATT @RI RIATNT

agoao/, @

Ao\l

-31-

38.

39.

40.

41.

and allocation under each budget head.

6. Finance and local economic development office,
and finance & plan office of woreda
administration shall undertake the general follow
up over the budgetary execution in town
administrations and municipalities, respectively.

System of Accounting Structure

1. Office of the city finance and local economic
development in city administrations, and the
manager, in case of municipalities, shall have the
system of accounting structure of the cities
established.

2. Unless otherwise the accounting of the
municipalities requires a special procedure and is
so approved by the bureau, the system of
accounting structure shall, as much as possible, be
prepared subject to the national system of
accounting structure.

Budget Calendar
The city administration or the municipality shall
employ the regional budget calendar.
Publication
The budget approved by the city council or woreda
administration, in accordance with article 36 of this
regulation, shall be published together with
clarification on activities to be performed sequentially
and on the methods of expense coverage in the city’s
newspaper or other appropriate mass media.

Budget  of Enterprises of City

Administrations or Municipalities

1. Budget for enterprises that are established as
independent profit making developmental or
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42.

43.

44.

service rendering entity shall be approved by the
enterprises’ respective boards. Details shall be
determined by the establishment regulation of the
organizations.

2. The basis of the budget of the enterprises shall be
various  revenues  obtained from  their
developmental activities and services, or from
loan, support and other resources.

3. How enterprises utilize their ending balance shall
be determined by the appropriate regulation.

Capital Projects

Prior to its approval of the capital project of the

administration, the city or the woreda administration

council shall take the under described matters into
account:

1. General purpose and contribution of the project to
the city / town;

2. Expenses required in the years preceding the
outset of operation of the project.

3. The expenditure required for the operation of the
project, the income to be obtained and the
implication of the project upon taxes, fees and
charges after it starts operating.

PART SIX
DISBURSEMENT

Power

Any disbursement shall be made only in accordance
with the budget approved by the council of woreda, or
the supplementary budget appropriated in the fiscal
year.

Commitment

1. No commitment shall be made against an
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appropriation except on request by head of the
city administration office, or by a person
authorized by him in writing.

Head of any Office in a city administration, or
head of any municipality town shall accordingly
submit his request to and get prior consent of the
city finance and local economic development
office, of the council of the woreda administrative
council through finance and plan office so as to
sign a contract for above Birr 250,000 and
150,000, respectively.

Contracts of up to two years life shall be
approved either by office of the city finance and
local economic development or by the council of
the woreda administration accordingly. The
availability of fund for the execution of the
contracts shall be ensured in advance.

Contracts of more than two years’ life shall be
approved by the city mayor or woreda council
subject to the harmonized plan.

45. Interservice Expenditure Support

Selection of services that serve dwellers of high
purchasing potential, and that can subsidize services
serving dwellers of low purchasing potential, and
method of making the selection shall be determined by
the city council or the woreda administrative council
in consultation with the service rendering department.

46. Utilization
Any disbursement shall be made within the budget
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47.

year for goods and services rendered in same year;
provided, however, that where distinctive work
features of executive organs in the city administration,
especially office of the city service, necessitate setting
special procedure, the city council may issue its
detailed directive and put into effect.

Withdrawal

Head of finance and local economic development or
mayoral manager, in accordance with the authorization
from heads in writing, may withdraw a sum of money
from bank account, or delegate his authority to
someone to do so for following purposes.

A To

incur  expenditures  appropriated in

accordance with the approved budget;

B. To disburse expenses to be released until the
council approves the budget;

C. To execute emergency and indispensable
expenditures in accordance with appropriate
legal provisions;

D. To disburse money the administration has
received on behalf of an individual or a
government organ, including under mentioned
payables, to the individual or the governmental
owner;

Money the administration has collected on
behalf of an individual or a public organ
on the basis of agreement;

Insurance fee or any other charge the
administration has received in the name of
an individual or a public body.
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E.

To repay money deposited in the bank account
of the administration by mistake;

To disburse fund kept as as security and a
guarantee;

To pay money for the purpose of cash
administration and investment in a limited
framework on the basis of the decision of the
administration.

48. Money for Petty Cash

Office of finance and local economic development, or
council of the woreda administration may accordingly
permit a certain sum of money to be kept in a safe,
determine its administration, too, subject to the
directives the offices may issue.

49.

Long and Short-Term Salary Borrowing

Office of finance and local economic development, or
council of woreda administration may allow, in
accordance with the directive it may issue, salary
borrowing, which is to be repaid in the short and long
term, to permant employees.

50. Unutilized Money
1. The money appropriated in a fiscal year but not

utilized shall be refunded to the treasury account
of the finance and local economic development
office of the administration.

Notwithstanding to the provision of sub-art. 1 of

this Article hereof, money obtained in loan and
aid, which is not utilized in the fiscal year, shall
continue to be utilized as per the loan and aid
agreement.

51. Refund of Expenditure
Any refund of an expenditure in the fiscal year shall be
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credited to the appropriation against which the related
expenditure, advance and payment was made.

52. Refunds of Revenue
It may be possible to repay money, wrongly deposited

for the administration, or collected exceeding legal
limit, withdrawing same form the title under which it
has been registered as revenue irrespective of the
availability of appropriated budget for this purpose.

PART SEVEN
PROCUREMENT

53. Principles of Procurement

1. Heads of the administration and employees who

are engaged in purchasing activities of goods and
services shall have the responsibility to ensure that
the procurement has been executed in a manner
that provides equivalent value to the money.

Unless it is proved with sufficient evidence that
the effective use of properties is highly
deteriorated, priority shall be given to domestic
products rather than same goods of foreign
country so as to boost the development of micro
and small-scale industries.

Where procurement is, pursuant to the provision of
sub-art.2 of this Article hereof, executed giving
priority, with special recommendation, to local
products, price of the local products shall not
exceed of the price of foreign product by 10%.

54. Issuance Procurement Directive

The Bureau may, in accordance to this regulation,
issue a procurement directive for the service of the
cities and municipalities.
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The mayoral-committee or the woreda administrative
council may outsource the deliberation and
performance of certain services to a third party.
Particulars shall be stipulated by a directive which the
Bureau may issue.

PART EIGHT
REMISSION AND WRITE-OFFS

56. Remission

1. The city council may, believing that there is a
good reason and upon the recommendation
submitted to it from the cities’ finance and
economic development office, remit any tax
including any payable or paid interest thereon and
penalty.

2. In a similar way, the remission of taxes,
payments, dues, as well as penalties which are the
responsibilities of municipality at municipal level,
shall be made by the woreda council upon the
recommendation of the municipal council.

3. The city mayoral committee or municipal council
may, believing that there is a sound reason, remit
any receivable fee, payable or paid interest on it
as well. The remitting procedure shall be
determined by a directive to be issued by the city
council or the woreda administrative council.
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58. Principles

59.

60.

61.

The procurement, utilization, maintenance, protection
and disposal of properties of city administrations and
municipal cities shall be implemented in such away
that ensuring efficient, effective and wise utilization of
resource, as well as, taking budget limitation into
accounts.

Holding Property

The sole objective of each property obtained in
procuring or in any other way shall be to enable the
management and implementation of the approved
programs to be accomplished in an efficient and
effective way.

Utilization and Protection

Each city and municipal administration is responsible
for ensuring whether the property under its ownership
is protected in a good condition and used in a
productive manner.

Record Of Custody and Control

1. Each city and municipal administration is
responsible for keeping complete record pertaining
to the property under its authority.

2. The city finance and local economic development
office or municipal manager shall, as may be
appropriate, cause the maintenance of complete
record pertaining to the concerned properties of
the administration.

3. The record to be kept shall, pursuant to this
Article, incorporate detailed history of each

property.
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62. Property Administration

1. The finance and local economic development

office or municipal manager shall, as may be
appropriate, make property administration under

their respective authorities follow life-time-
approach.
The city or municipal administration shall

undertake annual inventory and value assessment
of the property under its hold.

The Bureau shall, in consultation with the
Regional Finance and Economic Development
Bureau, cause the implementation of the methods
of assessing the value of properties of cities and
calculating their expenditure by issuing a directive
thereof.

63. Property Disposal
1. The property which

is out of use due to
depreciation and technological change or
termination of necessity of the property to the
department shall be disposed forthwith.

Disposal of the property shall be implemented in
order of the following.

A. By transferring to another department under
the administration;

B. By sale, where there is no body to receive the
property;

C. By any other appropriate way where the
property can not be sold wunder any
circumstances.

The system and manner of property disposal shall
be determined by a directive which the Bureau
may, in consultation with Regional Finance and
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Economic Development Bureau, issue.

64. Income From Property Sale

An income to be obtained from property sale shall, as
may be appropriate, be deposited in the main Bank
Account of the administration and serve to substitute
the property disposed by selling. Provided, however
that, where this replacing alternative is not found
necessary, the administrating may cause the money to
be invested for another similar or necessary purpose.

PART TEN

INVESTING RESOURCES ON

DEVELOPMENT

65. Investing Surplus Money on Development

1.

Where there is surplus money in the city
administrations, the city mayor may, upon
permission granted from the city council and on
the basis of consultation from finance and local
economic development office, have surplus be
invested on selected securities.

The city finance and local economic development
office together with the board shall ascertain that a
problem may not be created by studying the
securities whereby the surplus puts into effect, and
the financial stand of the company that sells the
securities and the share.

The city council may, based on the advice and
recommendation which the city finance and local
economic development office offers, cause the
investement of the surplus on palnned services of
non-commercial activities.
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66.

67.

68.

Sinking Fund

The city administration may legally establish and
administer a sinking fund for payment of long term
loan, and for replacement of fixed assets.

Cash Administration

The city administration or the municipality shall, being
within the framework to be decided by the Regional
Finance and Economic Development Bureau, issue a
policy of appropriate cash administration and
investment of resources in development.

PART ELEVEN
ACCOUNT AND ACCOUNT
REGISTRATION

Preparation of Financial Statement and

Reporting

1. Preparation of any financial statement of the city
administration or municipality shall commence
from the departments budget is appropriated for.

2. The accounting system of city administrations
and municipalities shall consist of complete
information of liabilities, asset as well as equity
balance resource, without being limited by:

A. The balance sheet;

B. The income statement;

C. The statement of cash-flow;
incorporate additional
information, too.

it shall
financial

3. Based on the details hereinabove, a concerned
head of respective executive office of the city
administration shall consolidate statement of
finiancial utilization of each fiscal year and
submit same to an external auditor.

4. On the basis of provisions stipulated under sub-
art 2 herein above, any municipal manager or
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head of emerging city shall consolidate the
financial statement of each fiscal year and submit
to the woreda auditors, the Regional Audit Office
or the inspectors of Works and Urban
Development Bureau for auditing and inspection
purpose.

The accounting system of the cities and
municipalities shall be in line with the accounting
system of the Regional state.

As stated herein above, the financial statement
consolidated in such a manner, and the account
audited by external auditor [the concerned
woreda] regional body shall be submitted to the
city or municipal council. The city council or the
municipal council shall discuss on the audit report
and cause corrective measure to be taken thereof.

The city administrations and municipalities shall,
in the time decided by appropriate body, submit
account report to the Regional Finance and
Economic Development Bureau, and to woreda
finance and economic development office,
respectively; whereas city administrations and
municipalities shall submit, as well, necessary
income and expenditure records to the Works and
Urban Development Bureau and to Zonal Works
and Urban Development Branch Offices
respectively. Such particular shall be determined
by a directive to be issued by the Works and
Urban Development Bureau. The Finance and
Economic Development Bureau may issue a
directive concerning the content and details of the
financial report.

The accounting of the city administration or
municipal administration shall be based on the
modern accounting system, and put the
appropriate methods into effect.
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69.

70.

71,

Harmony of Financial Reports

Financial reporting system of city administration or
municipal administration shall be harmonized with
that of the Regional report.

Retaining Documents

The executive bodies of city or municipal
administration shall retain any financial evidence and
records for the period determined by the law of
Regional State.

PART TWELVE
COMMON FINANCIAL BOARD

Establishing of Common Financial Board

1. Common financial board of the city
administrations and the Regional state shall be
established by this regulation. The board shall be
accountable to the Regional Government Council.

2. The common financial board shall constitute
members representing city administrations in the
region and the Regional Government. The heads
of the finance and local economic development
office of each city, being delegated turn by turn,
and the Regional Finance and Economic
Development  Bureau head shall  hold
chairpersonship in turn or a person to be assigned
by both parties jointly shall direct the board;
provided, however that, where the agenda requires
special attention, the meeting may be presided
over jointly.

3. The agenda which is presided over in common
shall, based upon advise of appropriate finance
head, be determined, as may be appropriate, by the
Regional Trade Industry and Urban Development
or the Finance and Economic Development
Bureau head.
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APy ey E@FEme 0C8F LYyt commonly assign a neutral chairperson who
e g MATE  AbawHC (¢ permanently leads the board.

AT8.0L00 avavld @ AOAM- LA

5. MTTFo-9° 924 2450 CL @-l% 5. Any decision of the common financial board shall
(lov-A. [ /sl an 8§ AN : be supported (voted) by all voices. Where the
095 Fo-9°  9°N70T o lem  (1ov-A. decision is not supported (voted) by all voices, on
egop CAT£14. v PhaA. any grounds, the Regional state and the standing
w3 RGP ANSRCT committees of the city administrative mayoral
WD DT Ry hepEoT (19¢ committees sha'll exami_ng the reco_mmendatio_n _so
AN PPLNDT DA Lanlgoide:: subm_ltted having a_ joint mgetmg. Th_e joint

meeting of the standing committees, on its part,
PR7L DLEPE L6 MO oo shall return its decision to the board with its own
nha- ANEEET  2C of  0CS recommendation. Where the problem created in
Loon0PA:: (MY %L7T PTémlo such a way is not solved, the idea supported by
TAC e84 MU0 A (10CS majority and, in case to tie, the side for which the
Ao RIAT of9° Al AU chairperson has voted shall be the final decision of
L9°  NAPooi4- TR0 VA the board.
POCYS- PooedA @1 LUPGTA::

6. 0CYS AP INIC APl AANTP 6. The chairperson of the board shall designate a
9945 AN PP P9y e CA technical team of experts who submit
PQAov- O CENLH (277 LOALTIA:: recommendation capable of helping the decision

provisions.
72. P2¢ P4-£5710 NC L AT 72. Duties of Common Financial Board

1. (AAA- av’y) poot AT nh-+9 1. Studies, examines issues concerning financial
AN T8 L Nwl% AN LTS relations to be established between the Regional
028 LTS 01557 hH°F eohha State and city  administrations,  woreda
IS A WA P4 L5770 Q3 administrations and municipalities as well as
Py am Al W PG A emerging cities, submits recommendations to the
Lavlgeei: Poln ANCPT AhAA- Regio_nal State, and advises the Regional state on
w0 PPCART PRANT @3Nt fhese Issues.

M0 14¢T AL LTIl

2. anwy NAg  O-Frde- ALoN? NCSY- 2. Without being limited only the stipulated
N°2.0-1A T 15T A8 CIéA:: hereinabove, the board shall focus on the

following affairs.
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A. Revenue Sharing
1. Based upon the initial assessment, studies

the share city administrations may have
from the revenue collected by the region,
and submit recommendation thereof.

Prepares methods of revenue-sharing,
incorporates standards considered within
the methods. It shall apparently put
principal affairs it has considered where
preparing the standard.

B. Aid and Assistance
1. The board shall, determing the type and

amount of financial support to be made
available from the regional government to
cities, and from the  worked
administrations to municipalities and
emerging cities, submit to the Regional
Government Council for deliberation and
decision thereof.

In order to apply the provision stipulated
under sub-art 1 hereinabove, the board
shall perform the following activities:

A. Examine the plan of assistance to be
rendered to city administrations, and
the coverage conditions;

B. Examine the strategy, focus and
direction of development and service
delivery of cities;

C. Submit recommendation pertaining to
the method as to how the total aid may
be distributed amongst aid receiving
city administrations;

D. Design and submit the principles,
working procedures and systems
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whereby the budget sharing, support
and share may be assessed and shared
amongst woreda administrations,
municipalities and emerging cities.

3. Determine the share which each city

administration may obtain from the aid
may available from the Regional State,
depending on initial assessment.

Determine the method whereby the
finance that is transferred to cities from
the region in gross is shared among the
city administrations in the region.

Examine the feasibility of the project for
which special aid has been requested or
determined to be rendered, and submit
recommendation thereof.

C. Loan
1. Where loan request is submitted to it, the

board may, if found necessary, submit the
recommendation having the loan amount
and type, preference of the project so
presented for the coverage of its cost by
the loan studied.

Where the recommendation is prepared to
permit loan, the board shall:

A. Study, in detail, the financial stand of
the city administration which has
requested loan;

B. Study whether the city administration
has a capacity to pay debt by studying
the city’s economy and that it has a
reliable capacity which enables to
collect revenue for the repay of the
debt during its payment.
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¢ s R project analysis.
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Goo-l: PtoNior PANLC concerned bodies whether the loan
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73. P17HANGT PAMAN. AhT?2 A?T | 73. Duties and Responsibilities of the Finance

A/ T20CT SALY T+ and Local Economic Development Office

Pt o TS AR ADSL AT The city finance and local economic development

A/ PO o ANTASLC PS PZ2A0 (-9° office shall serve as a chief accountant of the city

VS L1010 :: (LY 24471 1A APES administration. In such responsibility of its, without

2730 eAam-T A90CG ALY T prejudice to its duties and responsibilities vested in it

Arelald  UF  ehact  A0Cs by other proclamation and regulation, it shall have the

SALYET CEeI A following duties and responsibilities.

1. P A0S L47 (08T héQ09° 1. follow up the budget execution of the city
endrad:: administration.

2. it o AOTSLC P4-L£5710 ARy 2. cause the availability of information related to the
IC PP eH anlB P N5 To-9° L0 financial stand of the city administration at any
ATS.5% PRCIA:: time.

3. PU-A79e PONE T 9L N AS o6, 3. Maintain accurate records of expenditures and
P9y eAL, FRANAE NI LLHA:: revenue of every budgetary item. Consolidate the
POTPT  ANTSLC P4-LGI0  avlE finacncial information kept so as to make the city
NPT RTSEC ATl PeHmF administrations have collection of information.
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74. Duties of the Regional
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4. Prepare and submit the city administration’s
consolidated fund report to the city-mayor, and
cause the notification of the Regional Finance and
Economic Development Bureau.

5. Supervise coverage of loan expenditure; ascertain
that the debt balance is within the financial
capacity of the city administration, and the
accumulation of the debt does not entail any
problem in the macro-economic stability of the
country.

6. The mayor shall submit the audit report of the city
administration accomplished by external auditors
to the city council.

7. Keep and cause to be kept any financial record and
financial statement in a manner which is suitable
for utilization; make ift accessible for concerned
bodies to utilize it.

Finance and
Economic Development Bureau

Without prejudice to the particulars stipulated under
other provisions of this regulation, the Regional
Finance and Economic Development Bureau shall:

A. Assist the presence of good budget and financial
administration in city administrations and
municipalities.

B. Follow-up  and  evaluate = whether  city
administration, municipalities and developmental
enterprises perform their duty pursuant to this
regulation and relevant and generally accepted
accounting system as well as uniform revenue and
expenditure allocating system.
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75. Financial System of Municipalities and
Emerging Cities

1. Municipalities and emerging cities shall, step by

step, perform their financial activities pursuant to
the budgetary system, accounting, and financial
reporting system stipulated in this regulation. To
this end they shall gradually establishes a system
and a capacity enabling to do same as well.

The annual budget and plan of municipalities shall
be appropriated by the woreda council while that
of emerging cities shall be appropriated by the
kebele council in which it is established.

Notwithstanding the provision about emerging
cities under sub-art 2 of this article hereof, the
woreda administrations may supervise over the
revenue and expenditure budget of the emerging
cities.

76. Audit

1. The city council shall assign an external auditor

selected on competitive basis among private audit
institutes with the view to auditing budget and
finance of the city administration and submitting
the finding of the audit.

The audit report shall, in addition to the provisions
stated above, incorporate the out-come of the audit
account of the previous fiscal year and the
measures taken on the finding.

The account of the city administration shall be
audited and reported to the council within the year.
The account of the city administration shall not, in
any case, stay without being audited over two
fiscal years.

4. The city mayor shall establish internal audit
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77.

enabling efficient utilization of budget of the
executive bodies of the administration, and
boosting the coming into existence of strong
internal control and accounting system thereof.

The account of lead and sub-municipalities which
are accountable to woreda as well as that of
emerging cities shall be audited by an external
auditor to be designated by municipal council, and
the finding of audit shall be submitted to the
council and woreda administration through the
speaker.

Notwithstanding the provisions stated under herein
above of sub-art 5, the woreda finance and
economic development office may audit the
account of the municipalities and emerging cities
and submit the findings to the speaker of
municipal council and to the woreda
administration.

Notwithstanding the provisions stated hereinabove
pertaining to municipalities and emerging cities,
the Regional General Audit Office may, where it
finds same necessary, audit the account of city

administrations, municipalities and emerging
cities.
The municipal council and the woreda

administration cause a corrective measure to be
taken on the audit report gone through by the
external auditors, the woreda finance economic
development office, or Office of the General
Audit.

Development Enterprises

Procedure for establishment, financial transaction and
dissolution of the development enterprises to be
organized under city administrations or municipalities
shall be determined by their establishing regulation.
The Regional Trade, Industry and Urban Development
Bureau may issue the establishing directive of the
enterprises.
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80.
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82.

Public Notice

The city or municipal council shall, based on the
recommendation submitted to him by the mayor or the
municipal manager, cause the publication of the
necessary  financial transactions referring the
administration in the city newspaper or any other
favorable mass media.

Offences and Penalties

Conditions specified pertaining to the offences and
penalties under article 60, sub-arts 1-6 of the Regional
States’ Financial Administrative Proclamation No.
18/1997 shall apply to an employee or a head or a
public official assigned to any office by a city or a
municipality or an emerging city to collect, administer
money and/or execute payment thereof upon
committing offences on his duties.

Power to Issue Directive

The Regional Works and Urban Development Bureau
may issue directives enabling the execution of this
regulation, except those apparently stated in this
regulation.

Transitory Provision

Unless procedures that enable, step by step, to
emplement of matters indicated in this regulation
are issued and substitute former, the existing
regulations and directives that have been
functional so far shall stay in force.

Effective Date
This regulation shall come into force as of the date of
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