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PROCLAMATION NO. 1250/2021

APROCLAMATION ISSUED TO PROVIDE
ASYSTEM FOR THE DETERMINATION
FTHE DIVISION OF FEDERAL

SUBSIDIES AND JOINT REVENUES

WHEREAS, the House of the Federation of
Federal democratic Republic of Ethiopia is
mandated by the Constitution and other specific
laws to determine the division of revenues
derived from joint Federal and State tax sources,
and the subsidies that the Federal Government
may provide to the States as well as to determine
the formula for the distribution of subsidy based
on study;

WHEREAS, as it appears to date, since the
system of the division of grants and joint
revenues lacks uniformity and integration, it has
been found necessary to put in place and
implement a comprehensive system so that it may
be possible to close the gaps which have come to
be observed from time to time with respect to

equity and effectiveness of the allocation thereof;
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WHEREAS, it is found vital and appropriate to

make the process of the division more

transparent, fair and accountable;

NOW, THEREFORE, in accordance with
Article 55(1) of the Constitution of the Federal
Democratic Republic of Ethiopia, it is hereby

proclaimed as follows.

PART ONE

GENERAL PROVISIONS
1. Short Title

This Proclamation may be cited as “A System for
the determination of the Division of the Federal
Proclamation

Subsidy and Joint Revenues

No0.1250/2021”.

2. Definition
In this proclamation, unless the context otherwise

requires:

1/ »Constitution” shall mean the Constitution of
the Federal Democratic Republic of Ethiopia
enacted in 1995;

2/ “House” shall mean the House of Federation
established as per Article 53 of the

Constitution;

3/ ‘Regions’ or ‘Regional States’ shall mean
members of the Federation as are recognized
under the Constitution of Federal Democratic
Republic of Ethiopia; where appropriate it
may include Addis Ababa and Dire Dawa to

attain the objective of this proclamation;
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4/ “Secretariat” shall mean the Federal
Democratic Republic of Ethiopia House of

Federation Secretariat;

5/ “Coordinating Committee” shall mean the
Committee established by the House and in
which the Speaker and the Deputy Speaker of
the House as well as the Chair-Persons,
Deputy Chair-Persons and secretaries of each

and every Standing Committee;

6/ “Speaker” shall mean the Speaker of the
House;

7/ “Subsidy” shall mean the budget support
which the Federal Government grants to the
Regional States in accordance with Article 94
Sub-Atrticle (2) of the Constitution;

8/ “Joint Revenues” shall mean those types of
revenues allocated as being ‘concurrent’
pursuant to Article 98 of the Constitution as
well as through the joint session of the House
of the People’s Representatives of the Federal
Democratic Republic of Ethiopia and the

House as per Article 99 of the Constitution;

9/ “Formula” shall mean the calculation capable
of showing the share of the Regional States at
the time of distributing the subsidy and that of
both the Federal Government and the
Regional States while distributing joint

revenues, as the case may be;

10/ “Data-Generating Institutions” shall mean
those public institutions established for the
purpose of gathering, compiling and

organizing a variety of socio-economic data

to be disseminated for the use of consumers;
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11/ “Potential Revenue Capacity” shall mean that

amount of revenue which both the Federal
Government and the Regional States may be
able to collect on an average effort pursuant
to the taxing and fiscal powers vested in
them by the Constitution;

12/ “Expenditure Need” shall mean that amount

of expenditure which either the Federal
Government or the Regional States requires
to provide public service of comparable
standards pursuant to the powers and duties

vested in them by the Constitution;

13/ Any expression in the masculine gender

3.

4.

includes the feminine.

Scope of Application

This Proclamation shall be applicable to the
subsidy which the Federal Government
States and the

revenues identified as joint or concurrent for

grants to the Regional

both the Federal and Regional States.

PART TWO
EEDERAL SUBSIDY

Types of Subsidy

1/ The

Government grants to the Regional

subsidy  which the Federal

States according to the Constitution
shall be:

a) General purpose; and

b) Specific purpose.
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General Purpose Subsidy

1/ General-purpose subsidy is transfer
provided as general budget support, with
no strings attached and based on the
priority of current situation of the
Regions.

2/ The main objective of this subsidy shall be
to equalize the fiscal capacities of the
Regional States so as to provide

comparable level of public services

pursuant to the powers and duties

entrusted to them by the Constitution.

Purpose Subsidy

1/ The general-purpose subsidy shall be
allocated among Regional States in
compliance  with the fundamental
principles indicated here below:

a) Ensuring equity, including gender

equity, by equalizing the fiscal needs

and capacities of the Regional States;

b) Respecting the autonomy of the
Regional States in setting priorities and

utilizing the budget;

c) Promoting revenue-raising efforts and

effective budget utilization;



