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Executivesummary
1. The djective of thePublic Expenditure and Financial AccountabiltzEAassessments to

review the current performance of the public financial managem@#M)systems, processeand

ingtitutions of the Oromiaregionalgovernmentsince the last assessment in 20I%e assessmeid

aimed at assisting the government in identifying PFM weaknesses that may inhibit effective delivery

of services to its citizens and the realization of its development objectives in general. Furthermore,

the findings of the PEFA assessment will assisgtivernmentto developa PFMreform strategy and

provide the basis for a coherent PFM reform program that can be supportdeMajopmentpartners

Fda ¢Sttt a GKNRdzZAK (GKS 3I20SNYyYSydQa 26y AYAGALF (A

2. The Oromiaassessment coveraggionalgovernment budgetd units, extrabudgetary units,

the Office of Regional Auditor Gener@IRAG), the regional councjland public enterprisesThe team

was unable to meet the Oromighamber ofCommerce, as the relevant officials were not available.
Annexes 3A and 3B provide a comprehensive list of information used and people met (interyiewed)
respectivelyduring the assessmerithere were no other related surveys consulted or used in drafting
this report.

3. Thefiscal yeas for the assessments arEthiopiancalendar EG 2008, 2009, 201(Gregorian
calendar [GC] FY2015/2016, 2016/2017, 2017/2018). The period covered for each of the 94
dimensions (summazed into 31 performance indicatof$lg§) depends on thalimension andsin
accordance with the PEFA measurement framework. Some dimensions were assessed at the time of
assessmentMarch 2019vasthe cut-off date).Other dimensions were assessed at theevaint time

period, which is the last completed fiscal yekiy2017/2018, or FY2018/2019 for the last budget
submitted to parliament.

4. The assessment shows the current state of PFM performahttee region at the time of the
fieldwork (March 201%9vasthe cut-off date).

5. The assessment management framework, oversiid quality assurance are sumnezd in
Box 1.1. Thassessment was funded by the World Bank, Irish Bi, Department for letrnational
Development EuropeanUnion,! YA 0 SR b I A 2 vy, andUnKetl NaRdiSBAtDyZor GedaérR
Equality and the Empowerment of Wom@8dN Women) It was managed by the World Bank.

Impact of PFMsystems on themain budgetary andfiscaloutcomes
PFM strengths

6. The PFM laws (proclamations) for the regional government are derived directly from the
federal government structure; these proclan@is are quite strong for providing solid basis for
strengthening both PFM institutions and activities. For instance, the laws clearly provide for
segregation of duties, the financial administration practices, financial accounting and reporting
structure, and the external oversight functionsf the regional supreme audit institution and the
regional council on external aud#icrutinyand budgetreviews respectively. The enactment of laws
alone does not guarantee strong PFM systems; this should be supported by strong political and public
senice systems. Leaders at the regional government level have shown such commitments to ensuring
improvement in PFM systems, a prerequisite for improved service delivery.

7. Other PFM performances that have been identified as strong aséthspositive impact on

the three budgetary outcomeisiclude the preparation of a credible budget at the aggregate level for
both revenues and expenditures, indicating commitment for fiscal discipline. Budget classification is
good; thisallows citizens to see how much has bemmimmitted to improving their socioeconomic
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status.Another strength is that therare no revenues and expenditures from extradgetary units
outside regional government financial reports and budgdételiable and timely information on
allocation to service delivery uniis akey element for efficient service delivery; while this is reldyive
good, delays in actual transfers negatively affect payment for goods and services, théfissiting
primary ®rvice deliveryThe nternal control framework has been strengthened by the revision of
most PFM proclamations (procurement, budgahd cash management); the enforcement of rules
and regulations has reducédven though some still exigt)e incidence ofvaste of public resources,
so that scarce resources are strategically allocated to the right sectors for economic prosperity.

PFMweaknesses
Budget reliability

8. The main weakness is expenditure composition outturn by econataissification, with
variances above 1percentin two of the three yeargP}2.2 with a score of D)While aggregate
expenditure and revenue budgets are credible, the continuous reallocatitimecdpproved budget

both at thefunctional and economic leveldefeats the purpose of original government policy. This
means that planned service delivery activities will no longer receive the necessary funding and/or
resources will no longer be strategically allocated, thereby negatafédgtingthe quality of pimary
service delivery.Furthermore, there are significant deviations referencing earmarked grants
(Sustainable Development Go&ID@) with variances between lfzercentand 40percent(HLG-1.2).

While this does not affedhe overall regional government revenue budget, resource allocation for
earmarked programs iffected resulting in deficiencies in planned service deliiended by SDs.

Transparency of fiscal data

9. Thecurrenté S ND& 06dzRISG O0SAGKSNI 6KS NBJAASR 0dzR3S
in the same format as the budget proposal but previous @eaumtturnsat both aggregate and detailed

levelsare not part of the budget documentation, which does not facilithiedget analysis and
comparison(PI5). Also, public access to fiscal information is poor; most information is not published,

and if published at alif islate (P19). Information on resources (cash and kind) received by primary

schools and healtbare fcilities is available but not publishé@l8).

Asset and public investment managemantfiscal risk monitoring and reporting

10. At present, the government hdisnited information ontotal fiscal riskgPFL0). One major risk

is in the housing sector, with the provision of housing for its citizens; funding for the housing projects
is done through the issuance of bondshe Commercial Bank of Ethiopia, which is gudeed by the
Oromia regional government. The total outstanding bond loan is unknown. i¥hhas a negative
implication onstrategic allocation of resources e government will haveo divert funds to pay for
unplanned lossewhere necessary

Budget preparatiorand approvaprocess

11. Clear rules exist for #gear budget amendments by the executive and are adhered to. That
said, they allow for extensive administrative allocations. Three supplementary budgets have been
approved in each of the last completed fiscal years, but with ex ppgroval except that of
FY2015/2016 EFY2008) (P1L8.4). This has a negative implicationfatal disciplinas it allows the
government to spend above its budget.

1HLG = Highdevel government.
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Revenue administration and accountiaigd expenditure arrears
12. Three key PFM performanchave been identifiecs weak areas

9 The frequency of transfer of revenues (taxes) from the Oromia Revenue Authority (ORA) to
the Treasury, done once a month (R0.2) The impact of this is thahe government may be
lacking the needed resources to pay for goods and serdnetime, thereby affecting the
quality ofservice delivery

1 Sock of revenue arrearss high (P119.4). Poor tax collection affectthe governmenf @verall
resources needed to fund its budget, also negatiadlgctingservice delivery

1 Sock of expenditurearrears (excluding retentionss also high(PF22.1) Huge expenditure
arrearsnegatively affecbudget credibility, a prerequisite for fiscabdipline. Where suppliers
of goods and services become aware of payment delays thhergovernment, they intendo
increase the prices of their supplies to compensate for these payment delayghéhifore,
increases the unit cost of primary service delivery.

Procurement management

13. A fundamental weakness observed relates to procurement management; while each
budgetary unit preparesan annual procurement plan, these plans are not submitted to the
procurementregulatory authority aBureau of Finance and EconorievelopmentBoFb). To this

end, thereare no database and/or statistics on actual procurement either by open competition,
restricted tender, sole sourcin@r request for quotation. This is compounded by the fact that the
procurement complaints mechanism is less independent, &ithajority of members involved in
actual procurement activities. Very little procurement information is available to the pulgidfisant
elements not available to the public include contract awards, government procurement plans, and
data on resolution of procurement complaints {®1). The mor procurement management
framework affectsefficient service delivery.

Accounting and ngorting

14. The annual financialstatements are comparable with approved budgets and contain
information on revenue, expenditureapmeliabilities, andsomefinancial assets; however, significant
financial disclosures such as guarantees and contingent liebitite omitted (P29).

External audit and scrutiny

15. P30 shows that eternal audit coverage is quite low, currently at&centby value mainly
due to both financial and human capacity constraintserefore, presentlythe Office of Regional
Auditor GeneralORAG does not coverstate-owned enterprisesR0ER This means that the fiscal
risks posed by these SoEs are unkno@ansequentlythe regional government may have to fund the
activities of these SoEs using scarce resoufgesr resource allocation) at the expense of primary
service delivery sectors such as education and health.

Performance changes since last assessmar015

16. According to the guidance issued by the PEFA Secretariat in Octobep831®4 dimensions
aredirectly comparable with the 2011 PEFA framework which was used in the last regional assessment
in 2015. Table 0.1 shows changes in scores since 2015 assessomgntt has improved with 5
deteriorations and23 unchanged. 3 were not directly comparabks shown in Table 2.there has
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been no improvement since 201fferencing these 14 directly comparable dimensiofisiree
dimensions have deteriorated (RL.1, P{16.1, and PR7.4 from the 2011 framework which
correspond to RPL7.1, PR21.2, and R18.4 from the 2016 framework respectively). Two dimensions
(PH11.2 and RL8.4 from the 2011 framework which correspond tel?12 and RR3.4 from the 2016
framework respectively) appear to be overrated; therefone real change. Nine dimensions have
remained unchanged.

Table 0.1 Changes in the ratings since 2015 using the 2011 framework

Deteriorations in ratings and No change Improvements in ratings
performance and performance
Indicators Number Indicators Number Indicators Number
HLG1, P2, PH4, 5 PH1, P15, P16, P17, P8, 23 PE3 1
PH11, Pi27 PHO, PH10, P113,PH14,

PH15, Pi16, P117,PH1S,
P19,PL20,PF21, P22,
P23, Pi24, P125, P26,

P28, B1
Not comparable |
Indicators Number
P12, B2, D3 3

Table 02: Changesn the ratings for directly comparable dimensions since 2015 assessment

. : : New indicator/ dimension 2015 2018 Performanc
Oldindicator/ dimension (2015) scor e change
(2018) score .
e since 2015
2.2 | The average amount of 2.3 | Expenditure from A A
expenditure actually charged tc contingencyreserves
the contingency vote over the
last three years
5 Classification of thbudget 4 Budgetclassification B B
17.1 | Quality of debt data recording | 13.1 | Reporting ofdebt and | NA D
and reporting guarantees
11.1 | Existence of and adherence to| 17.1 | Budget calendar C D
fixed budget calendar
11.2 | Guidance on the preparation o] 17.2 | Guidance orbudget A B
budget submission preparation
271 | { O21LJS 2F GKS f| 18.1 | Scope of budget B B
scrutiny scrutiny
27.4 | Rules for iryear amendments | 18.4 | Rules for budget B C
to the budget without exante adjustments by the
approval by the legislature executive
17.2 | Extent of consolidation of the | 21.1 | Consolidation of cash| C C
I320SNYYSyiQa G balances
16.1 | Extent to which cash flows are| 21.2 | Cash forecastingand| A B
forecased and monitored monitoring
16.2 | Reliability and horizon of 21.3 | Information on C C
periodic inyear information to commitment ceilings
MDAs on ceilings for
expenditure commitment
16.3 | Frequency and transparency o 21.4 | Significance of hyear C C
adjustments to budget budget adjustments
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Performanc
e change
since 2015

New indicator/ dimension
(2018)

Oldindicator/ dimension(2015)

allocations above the level of
management of MDAs

18.3 | Internal controls of changes to| 23.3 | Internal control of A A
personnel records and the payroll
payroll

18.4 | Existence of payroll audits to | 23.4 | Payroll audit B C

identify control weaknesses
and/or ghost workers

20.1 | Effectiveness of expenditure 25.2 | Effectiveness of B B
commitment controls expenditure
commitment controls

Legend

Improved Slipped No change Overrated

Note:MDAs =Ministries, Departments, and Agencjes

17. Tables B and 04 show analysis of changes in scores since 2015 based on the 2011 PEFA
framework. Overall, there has been no improvement. Pls Wiflscores have improved from 1 to 2;
B"(scores have deteriorated from 14 to ¥Xscores have improved from 11 to 16; al¥Xscores
haveimprovedfrom 4 to 3. Froma dimensional perspectivéA(scores have deteriorated from 21 to

17; B(scoreshave deteriorated from 27 to2 Wkcores hag improved from 20 to 2, and'®scores

have deteriorated from 6 td0.

Table 03: Comparison of PEFg&ores by indicator (according to 2011 methodology)

2015 scores 2018 scores Total
Key PFM Pls .
indicators
Credibility of the 0 4 0 1 0 0 1 3 1 0 5
budget (plus HLG)
Comprehensivenes| 0 2 3 1 0 1 1 3 0 1 6
and transparency
Policybased 0 1 0 0 1 0 0 2 0 0 2
budgeting
Predictability and 1 3 4 1 0 1 2 4 2 0 9
control in budget
execution
Accounting, 0 2 2 0 0 0 2 2 0 0 4
recording, and
reporting
External scrutiny 0 2 1 0 0 0 1 2 0 0 3
and audit
Donor practices 0 0 1 1 1 0 0 0 0 3 3
Total 1|14 |11 | 4 2 2 7 |16 | 3 4 32

I -
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Table 04: Comparison of PEF#&ores by dimension (according to 20hiethodology)

2015 scores 2018 scores

Total
Key PFM Pls B/ C/ | DI/ B/ C/ | D/ .
4 4 0 1 0 4 1 3 1 0

Credibility of the 9
budget (plus HLG)

Comprehensivenes| 2 4 3 1 0 4 2 3 1 0 10
and transparency

Policybased 1 0 4 0 2 0 2 3 1 1 7
budgeting

Predictability and 9 10 6 3 1 4 10 8 7 0 29
control in budget

execution

Accounting, 1 5 3 0 0 2 4 3 0 0 9
recording, and

reporting

External scrutiny 4 4 2 0 0 3 4 3 0 0 10
and audit

Donor practices 0 0 2 1 2 0 0 0 0 5 5
Total 21 | 27 | 20 6 5 17 | 23 | 23 | 10 6 79

Annex 4 provides a detailed analysis of changes in performance since the 2015 assessment according
to the 2011 PEFA methodology.

Hscal discipline

18. There is deterioration in the transfers from higher level of government {BLtGthe regional
government (B+ in 2015 to D+ in 2018) mainly due to deviations in SDGs. Though this did not
significantly affect the overall revenue budget credibilitynegaively affectedthe credibility of the
earmarked budgetWhile there has not been a change in aggregate expenditure outturn (B score for
both 2015 and 2018), revenue budgethé aggregate level has seen an improvement from D in 2015

to C in 2018, implyop a more credible revenue budget. Aldbe government has tightened the
monitoring and reporting framework of expenditure arrears, resulting in performance improvement
(PH4.2 from B in 2015 to A score in 2018); however, the actual stock of expenditedrs(P4.1)

has increasegharplyfrom below 2percentof total government expenditure in 2015 to more than 10
percentin two of the last three completed fiscal years, raising budget credibility issues.

Strategic allocation of resources

19. Strategic allocation of resources has been negatively affected bydbe performance in
expenditure composition variance (PIL from B in 2015 to C in 2018) and the rules for budget
adjustment by the executive, whethe government spends above itsiginal budget before seeking
legislative approval (epost approval) through a supplementary budgetZiPl4 from B in 2015 to C

in 2018). While a clear and fixed budget calendar exists, all budget institBégisfailed to adhere

to deadlines for bdgetpreparation and submission mainly because they did not receive budget call
circularsfrom BoFP on time, which will allow sufficient period for budget preparation. This could
lead to weak links between budgets and plan8&swill be in a rush to fanulate and prepare their
budgets.

2 Ministries, agencies, institutions, and other budgetary units
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Efficient service delivery

20. Transfers from higher level of government (HL)Ghas deteriorated from an overall score of
B+in 2015 to D+ in 2018 mainly as a result of significant deviations of earmarked gr@tst8een
budgets and outturns. F.1, which assesses the extent of expenditure composition varigraealso
deteriorated with a score of C in 2018 against B in 2015. These slippages have negatively affected
service delivery outcomes in the sense thatiuired resources may not be available to deliver on
planned service delivery activities. Also, the reallocation of budgets to other votes meant that planned
service delivery initiatives will have to be suspended or discontinued enfingtthermore, therevas

a sharp deterioratiorof collection of revenue arrears (A score in 2015 to D score in 20iB)a
collection ratio of 21.®ercentin 2018 compared tolaut 90 percentin 2015, in addition to revenue
arrears currently at 12.9ercentin 2018 comparedo below 2percentin 2015. Poor tax collection
ratio and huge revenue arrears mealihited resources to pay suppliers of goods and services,
thereby negatively affecting efficient service delivery.

Overview of ogoing and planned PFM refosand main weaknesses identified

21. The regional governmefXfFM reform strategy largely depends on the federal govern@ent
policy direction; there is no specific strategy for the region. That said, the regional government has
therefore, decided to adopt the federal government's PFM reform strategy 20082 which is
anchored onPillar 2.6 - fiscal policy of thdederal governmer® Growth and Transformation Plan
(GTP) 1.

22. Regional officers from BoBEhave been trained oihe Integrated Financial Management
Information Systenin 2018, even though the financial management software is yet to be rolled out
to the regional administration. Additionally, periodic training and capduityding programs have
been conducted for regional, zonemd woredaPFM officials, especially in the area of accounting and
financial reporting, procurement management, asset management, planning and budgetitreggsh

and treasury management, among others, with support from development partners. Also, theakgio
government is improving the professional and academic qualifications of its workforce in collaboration
with the Oromia Regional University. Furthermore, the regional administration has adopted the
federal benchmarking framework which is aimed at ratihg woredas; additional training is then
provided for weakemoredas. Public Accounts d@nmittee and finance committee members at the
woredalevels have also been trained on the review of external audit reports and budget s¢rutiny
respectively.

Table0.5: Overall summary of PFMerformancescores2018

Scoring| Dimensiorratings | Overall
method | i i il | v raljng

PFM PI ’

HLGL1: Transfesfrom a hlgheFIeveI government

-lil--

Pillar I: Budget reliability

Pl Aggregate expenditure outturn M1 B B
P12 Expenditure composition outturn M1 C|D|A D+
PI3 Revenue outturn M2 B B B
Pillar Il. Transparency of public finances

P4 Budget classification M1 B B
PI5 Budget documentation M1 D D
PL6 Regioml government operations outsidenfincialreports M2 A | A |NA A
PL7 Transfers tasubnational governments M2 A| C B
P18 Performance information for service delivery M2 D| D |B |C D+

10
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Scoring Dimensiorratings
method

O e T

Pillar 11l. Management of assets and liabilities

P10 |Fiscal risk reporting M2 C| D | D D+
P11 | Public investment management M2 c|Cc|Dbj|C D+
PF12 | Public asset management M2 cC| Db]|C D+
P13 | Debt management M2 D|D|D D
PF14 | Macroeconomic and fiscal forecasting M2 B| B |C B
P15 |Fiscaktrategy M2 D| D |NA D
P16 | Mediumterm perspective in expenditure budgeting M2 D| D| C|NA| D+
P17 | Budget preparation process M2 D| B | D D+
P18 |Legislative scrutiny of budgets M1 B|C|C]|C C+
. Predictability and control in budget execution
PF19 [Revenue administration M2 B| C|C|D C
PE20  |Accounting for revenue M1 B| D|C D+
P21 |Predictability of iryear resource allocation M2 c|B|C|C C+
P22  |Expenditure arrears M1 D| A D+
P23  [Payroll controls M1 B|A|A|C C+
P24  |Procurement M2 D|D*| D|D D
P25 |Internal controls on nossalary expenditure M2 A| B | B B+
P26 [Internal audit M1 B|C|B|C C+
P27 | Financial data integrity M2 B|NA|[A|B B+
P28 |In-year budget reports M1 A|l B|C C+
P29 | Annual financial reports M1 c| B |C C+
PE30 |External audit M1 c|c|c|D D+
P31 |Legislative scrutiny of audit reports M2 A| C|A|D B

T —
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1. Introduction

1.1 Background

1. OnAugust 6, 2018 development partners receivechaofficial request from the Ministry of
Finance lfloF) to conductPublic Expenditure and Financkadcountability(PEFAassessments for the
federalgovernment and selected regional governments, includhmOromiaregionalgovernment,

to track progress over time. The request was granted by development parffieesiegional state of
Oromia has conduetd three PEFA assessmerz807, 2010, and 2015. The current assessment is
based on the 2016 PEFA framewarld applied the guidance for tracking performance chaidso,

the supplementary guidance for subnational government assessment issieteémber 2016 was
used.

1.2 Rationaleand purpose
Overallobjectives

2. The objective of the PEFa#ssessmnt is to review the current performance of the public
financialmanagemen{PFM)systems, processes, and institutions of the Orora@ionalgovernment
since the 2015 assessmarid assist the government in identifying PFM weaknesses that may inhibit
effective service delivery to its citizens.

Specifiobjectives

3. The findings of the PEFA assessment are aimed at assisting the governmentirig tbén
PFMreform strategy that it has already developed and prawigithe basis for a coherent PFM reform
programthat can be supported byevelopmentpt NIiy SNE &4 ¢Sttt & (KNRdJAK
initiatives.

1.3 Assessment management, oversigland quality assurance

4. The assessment managemeanamework oversightfand quality assurancare summated in

Box 1.1 Theassessment was funded by the World Bank, Irish Bil{, Department for International
Development DFID, Eiropean Union(BJ), ! YA G SR bl (A 2y AUNICERahdUNIBd/ Q&  C dzy
Nations Entity for Gender Equality and the Empowerment of Wothi#hWomen). It was managed

by the World Bank. ThEask Teamdaderwas Rafika Chaali (Lead Financial Magament Specialist,
GovernanceWorld Banlk and MeronTadesse Techane (Senior Financial Managements Specialist,
Governance, The World Bank) provided overall and continued guidafc®mt Getachew
Wondimagegnehu and Abiy Demissie Belay of therldvBank also provided administrative and
technical support to the assessment teaBpecial thanks tdafesse Freminatos for orgamig the

field mission as well as Elena Morachiello and Gektate for their contributions towardjuality
assurance anthe drafting ofannexes on gendeesponsive budgetinGRBaNd service delivery.

5. A federalgovernment PEFAgaskforce was set up to monitor the assessments and provide
guidance throughout the process. Thaskforce is led by theMoF Expenditure Management and
Control Program EMCR, which is responsible for government PFM reforms and stratagy,
comprises a focusedroup of highlevel representatives such as theh&nel One Programmes
Coordination Directoratgcentral accounts of the governmerBudgeting and Genderifigctorates of

the MoF, the Office of Auditor General, Ethiopia Revenue and Customs Authority (ERCA), now Ministry
of Revenue, the Public Accounts Committee (PAQ) selectedkey line ministries(education and

3 MoF letter reference number G/E/113/930.
12



PEFA Assessment 2018 Oromia Regional State Government

health) Key donors of theéaskforce include the World Bank, DFID, EU, Irish Aid, UNICEF, and UN
Women. A focal personMr. Tesfaye GemechuChannel 1 Coordinatoof Oromia BoFB, was
responsibldor arranging and coordinating raings and data gatherind\lso, Mr Tesfaye Chemeda,
Deputy Head of Oromia BoBEvasresponsible fooverall assessment implementation.

PEFA Check

6. The quality assurance framework has been reinforced as of January 1, 2018 (see PEFA
Secretariat NotelPEFACheck: Quality endorsement of PEFA assessments from January 1, 2018,
www.pefa.org. The qualityassurancerocess of this report is shown Box1.1. The first draft report

was submitted for peer review odBeptember2, 2019

Box1.1: Assessment management and quality assurance arrangements

PEFA Assessment Management Organization
9 Oversight Team (OFBeetable below.
Assessment Managelemissu Lemm#/ondemgezahu, DirectdloFEMCP
Assessment Team Lead@&harles Komla Hegbor
Assessment TeaMember. Samuel Gebremedhin
Oromia Regional Government Deputy Head of BbFE
PEFA Secretariat
Peer Reviewers (@/ld Bank EU, DFIDrish Aid)

Composition of the OT | Members of the OT
State Minister MoF

Budget Director

Director, EMCP

Director, Treasury

Director, Budget

Director, Debt Management
Director,Inspecton Directorate
Deputy Head of BoFED
Budget Director

Channel 1 Coordinator
Director, Treasury

Director, Financand Accounts
Director, Inspedbn Directorate
Director, Public Procurement
OromiaAuditor General
Deputy Director General
Chairpersons of PAdhdfinancecommittee
Director General

World Bank

EU

DFID

Irish Aid

UN Women

UNICEF

= =4 & -4 -8 -2

Chairperson
Ministry of Finance and Economic Developmer

Oromia Bureau of Finance and Economic
Development

Oromia RegionaAuditor General
Oromia Revenue AuthoritfyORA)
OromiaRegional Council
FederalPublic Procurement Authority
DevelopmentPartners

=A =4 =4 -8 -8 -8 -4 -8 -0 -8 _0_9_9_°8_-49_-9._-29.-"-2_-9._-5°2:_-2°_-49._-2:4-1-°

Review of concept note and/or terms of reference
1 Date of reviewed draft concept note by the PEFA Secretaridvemberl3, 2018
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9 Other invited reviewers (namesy)ho submitted written comments:Eric Brintet (Lead Financial
Management Specialist, GGOLF, World Bank); Emmanuel Cuvillier (Sr. Public Sector Specie
GGOMN, Word Bank); Clara Molera Gui (Governance, Delegation of the European Union to
EU); Misrakiamirut 2 YSy Qa 9 02y 2 Y A[QEFEPNgaeSHadiMis,yUll Women);
andreviewersfrom the PEFA Secretariat.

1 Federal Government of Ethiopia

Review of the assessment report
91 Peer reviewers (nameand institutiong: Holy Tiana Rame (PESAcretariat); Jonathan Atkinson
(DFID); Clara Molera Gui (Governance, Delegation of the European Union to the EU); Meron
Gezahegn (Irish Aidgnat Shiferaw (UNWomeahd World Bank staff.
1 Federal Government of Ethiopia
I Oromia Regional Government

1 PEFA Seetariat's review (dates of reviewp Firstdraft report on Septembe23,2019 final review
on Novembe9, 2019

1.4 Assessmeninethodology

7. The2016PEFA methodologyas applied. There aeven keypillars (i) budget reliability (ii)
transparency of public financesiji) management of assets and liabilitiggy) policybased fiscal
strategy and budgeting(v) predictability and control in budget executiolyi) accounting and
reporting,and {ii) external scrutiny and auditn addition to the 2016 framework, the supplementary
guidance for subnational PEFA assessment idsyiite PEFA SecretarintDecembef016 was used.

8. Meetings were held with key gewmment officials and agencieas well as development
partners (refer to list ofpeople met in Annex 3B). The assessment reviewed and aedlyfficial
government datarefer to Annex3A for full list of documents consultedAs required by the PEFA
guidelines on tracking performar changes, the 2011 framewoslas used to ascertain PFM progress
since the last assessment in 2015. The results of this analysis are reported irdAnnex

Assessment coverage and timing

9. Annex 3B provides a detailed list intitutions met during the assessmemnnex 3A also
outlines a detailed list of information used for this assessmEmere were no other surveys consulted
in drafting this report.The OromiaregionalgovernmentPEFA assessment coveregional bureaus
(specifically BoHE, Bureau of EducatiofBoE] Bureau of HealtfiBoH] Bureau of Agridture, and
Bureauof Urban Housing Developmenxtrabudgetary units' public enterprisegin so far as they
affect regional government fiscal riskhe Regional Auditor Generandthe regionalcoundl. The
fiscal yeargor the assessments argthiopiancalendar EG 2008, 2009, 201(Gregoriarcalendar{GC]
FY2015/20162016/2017, 2017/2018 The last budget submitted tthe regional councils the EC
2011budget(Gregorian FY2018/2018udge).

4 Extrabudgetary units are separate units that operate under ghghority or control of a central government (or in the

case-of a-subnational-government-assessment; the state-or-local-government). They-may-have their-own-revenue sourées,

which may be supplemented by grants (transfers) from the general budget or frioemn sburces. Even though their

budgets may be subject to approval by the legislature, elstrdgetary units have discretion over the volume and

composition of their spending. Such entities may be established to carry out specific government functioas, mazh

construction or the nonmarket production of health or education services. Budgetary arrangements vary widely across

O2dzy iNASaz YR @FNAR2dza GSN¥Ya NB dzaSR (2 RSUBRNSGAS NEK Fab REW
2 NI QREN £ AT SGovetn@dhyFdn& S@tistiisF$ IMFManual 2014, chapter 2, section 2.82).
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Fieldwork

10. The fieldvork began on March 4, 201%ith a kicloff meeting held at BoAREwith the regional
governmentteam. Anexit meeting was held on March 15, 2Q18 brief the regional team on the
preliminary findings.The cutoff date for this assessmenvas end of March 2019Before the
fieldwork, a PEFA training conference was held for two days with a totdlopartici@nts, of which
5werefrom Southern Nations Nationalities and Peoples RediiNPR 4 from Harari Region, 8 from
Somali Region, 3 from Gambella Region, 7 from Amhara Region, 5 from Tigray Region, 4 from Afar
Regionand3 from BemshangutGumuzRegion. The remainirgarticipants came fror®romiaRegion,

the City of Addis Ababahe federalgovernment,DFID, EU, Irishid, UNICEF, UWomen, andthe

World Bank

11. On Decembe6, 2018, a meeting was orgamid between officials from the PEFA Secretari

the assessment teanand key stakeholders in the service delivery sector (education and health) and
GRBo discuss the methodology for the inclusion of some selected indicators as pitothis end,
additional meetings were held from March 18 to 2019 with OromiaBoFEDBoEsand BoHsto
gather more data on service delivery a@dRB The team visite@ne primary school and e health

care cente in oneworeda

Pilots: GRBand servicedelivery

12. Two pilots are also includeda)(GRB andb) service delivery in the health arebucation
sectors.

Thegendermodule

13. The PEFA gender module is a set of supplementary questions built on the PEFA framework to
collect information onGenderResponsivePublic Hnhancial Management (GRPFM) practices. The

guestions have been designed to cover all stages of the budget cycle:-patiey fiscal strategy and

budgeting, predictability and control in budget execution, accounting and reporting, and external
AONMziAye YR FdzRAGZ Ay Ofe oBrnafiGh orfigcdl SadfivasSog publicly ST F 2 N
available and strengthen management of assets and liabilities.

14. The PEFA gender module is intended to be conducted on a voluntary basis. A decision to carry
out a PEFA gender module will be solely at the digmmedf country authorities. The findings of a
GRPFM assessment will baality reviewed by the PEFA Secretariat in a similar vein to all PEFA
assessment reports.

15. The PEF§endermodule was designed by the PEFA Secretariat as a response to requests that

have been received from groups and individuals involved in PFM and GRB reforms. A process of public
consultation carried out to assess the new PEFA framework identified gender responsiveness as a gap

in existing PFM diagnostic tools that needed to be adaérésStakeholders felt that PEFA was the
FLILINBLINRFGS G22f T2 N O2 GRBréarticasygiden Rsypas@ionMsitie n@sy’ 2y (
widely used framework for assessing PFM performance.

16. The PEF&endermodule builds on the work of other relevastakeholders involved in GRB.

This includes UN Womenhich has devoted significant resources to support gender equality and
62YSyYy Qa N GRB8The cdurinsfdsa fesults of the PEFA gender module are intended to

be complementary and linked to the collection of information, anchored by UN WomeGRBas

part of Sustainable Development Goal (SDG) indicator 5.c.1. The indicator links the policy and legal
requirements for gender equality with the resources allocated for their implementation. The PEFA
gender module also builds on the workrafimerousindividuals involved in GRB in recent decades as

15
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well as institutions that aim to promote its importance. Thasgdude, among others, the Orgaation
for Economic Developmentand @oLJS NI G A2y Q&
5SLI NIYSyidQa
PEFA Secratiat Note PEFA Gendéviodule: Draft for Public Consultatioravailable onthe PEFA

CAaol f

' ¥FF ANA

Secretariat website.

17.
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Fyrteaira 27

Though a more advanced draft for the suggested set of indicators &pjpiéed wasirculated
in February by the PEFA Secretariat (the indicator set is presented in the abovememtiegc
more synthetic list of pillars, indicatorsand questions to be applied to the Ethiopfaderal
governmentassessmentand selected regional govaments including Oromiawas agreed with the
PEFA Secretariat at the start of the fieldwork. The list is includgabie1.1. UN Women has provided

support to the team for the GRB componeiite detail findingare presentedinder Annex 8.

Table 11: Rllars for gender disaggregated information

No. Pillar ] Disaggregation of data required
1 Under Pillar Il Transparenc] Segregated dateeports from the Financial Transparency a
of public finances, Accountability (FTA) on access to informatiomtmmen
Indicator 9Public access to | Information, if any, on how many women attend the open
fiscal information public hearings on budgets and to what extent their
questions or needs were considered aaidressed
2 Under Pillar IV Polidgased | Does mblished fiscal strategy include quantitative fiscal go
fiscal strategy and and qualitative objectives fror@ender Equality and Women
budgeting, Empowerment GEWI?
Indicator 15.2ZFiscal Does the legal framework for public finance and budgeting
strategy adoptiorand include specific provisions related to gender issues or gen
Indicator17.2Guidanceon | budgeting?
budget preparation Does the guidance on budget preparation request for
breakdown of outputs/activities and their budgets by gend
and to what extent that is complied with?
Is gender equality incorporated into overall budget guidelir
(budget call and budget nmaial) and directives instructions
from the MoF?
Do implementing entities prepare their annual action plan
and budget report as per the guidance provided on gende
segregation?
Integrated and reflected gender equality and equity
government commitments on budget speech.
3 Under the same pillaithat | Does the scope of budget scrutiny include the budget
is, Pillar IV)Indicator 18 allocated for gender?
Legislativescrutiny of To what extentare women, children andyouth standing
budgetsanddimension 18.1] committees in parliaments and regional councils involved
Scope of budget scrutiny | analyzing the budget frormagender perspective?
To what extent are their feedbacks considered in revision
draft plans and budget?
4 Under Pillar VII, External | Are gendetbased performance audits conducted?
scrutiny andaudit, Indicator | If yes, for which sectors was it conducted and hogrethe
30 Externalaudit and findings used to strengthen programssafctors?
dimension 30.1 Audit
coverage and standards

Iy I f Bs&ourtrieafd tHawa. C QLANT
LINJ O
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Servicedelivery

18. The initial scope for the service delivery pilot work, discussed and agreed théttPEFA
Secretariat, was consequently expanded to assess the indicators as listed in Table 1.Realtthe

and education sectors. The approach employed for the expanded scope has been discussed and
agreed with theWorld BankTaskTeam.

19.  The PEF&xamework has been applied to review the PFM processes with implication to service
delivery units in health aneéducation sectors at thiederal governmentevel. The scope of theervice
deliveryassessment is focused on the financial operations of health and education sectors (schools
and health centes) and the related oversight and accountability institutions (bureaus and external
audit). Theservice delivery module (see Annex 7) presents facedevant for the frontline service
delivery units by PEFA performance indicgfiand draws conclusions by PEFA pillar.

Table 1.2 Service delivery indicators

Ethiopia PEFA Addis City Assessment 2018

Module for service delivery in health an@ducation
Indicator

HLG® - Transfer from higheilevel government
Pillar I: Budget reliability

PI1 Aggregate expenditure outturn

PF2. Expenditure composition outturn

Pillar II: Transparency of public finances

PI6 Regionalgovernment operations outside financial reports
PL7 Transfers to subnational governments

P18 Performance information for service delivery
PH Public access to fiscal information

Pillar 11: Management of assets and liabilities
P11 Publidnvestment management

P112.2 Public asset management

Pillar IV: Policybased fiscal strategy and budgeting

P116.2and Pi16.3 Mediumterm perspective in expenditure budgeting
PH7 Budget preparation process

Pillar V: Predictability anatontrol in budget execution

P121.3 Predictability of kyear resource allocation

P22 Expenditure arrears
P123.4 Payroll controls

P124.1and24 2 Procurement
P25 Internal control on nossalary expenditure
P26 Internal audit

Pillar VI:Accounting and reporting
P29 Annual financial reports

Pillar VII: Externascrutiny and auwlit
PE30 External audit

5 HLG = Highdevel government I_—|_
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2. Regionalgovernmentbadkground Information

2.1 Regional governmenéconomic situation

20. The following paragraphs outline the countpd regionalkeconomic context with key fiscal
performance indicators

Country economic situation

21. Ethiopia is aapidly changing country with a total population of 94.351 million, growing at
2.32 percent peryea (estimate of FY2012Z018) and the secondnost populous country inQub-
Saharan Africa. Ethiopia is a landlocked country and has an area of 1.1 millionlstpunaetres The

O 2 dzy i NB Q dhaRéd op 2 fadetalGtéucture devolving powers and mandsgaggional states.

22. Ethiopia has registered an annual average growth rate of 10.1 percent in the first Growth and
Transformation Plan (GTI period FY201@011¢2014/2015. Thedoubledigit economic growth
averaging 10.5 percemmbserved for the last 15 yegngas not only high and sustainable but inclusive
with a significant decline in poverty incidence from 44.2 percent in FY2000to 23.5percentin
FY2016017. The trend of GTIPhascontinued in the GTH period (FY2012016¢F2019/2020)
despite slow global financial and economic development rdaglin low commodity prices and
demand as well as the impact ¥l NnoCinduced drought and political instability slawg down the
economy. In this regard, the economy continued to register impressive growth during the first two
years of GTR (F2015/2016¢FY2016/2017).

23. The prudent fiscal policy pursued by the governmeanss out among the critical policy and

AGNF GS38 | yOK2NE GKFG O2yiNROGdzi SR G2 GKS O2dzy i NE
macroeconomic and sectoral developments accounted for the sustainable and inclusive growth
realized over thepast decade, some vital economic dynamics such as inflation, domestic revenue
mobilization and export performance were not supportive.

24, The strong economic growth during the past yeamsuld hint at a further reduction in
poverty. Life expectancgosefrom 52 to & yearsas per the data provided by the government for
FY20152016 and therewere sizable improvements in many of the human development indicators.
Fertility rates have fallen while the expectancy has continued to rise. The current fertilitpfraté
children per woman is down from approximately 7 children per wonpapulaion growth ratesare
down from 3.1percentto 2.5percentin the current period and are projected to reach p&rcentby
FY20462050 (World Bank 2017, the World Bank country parshé& framework for Ethiopia 2018
2022).

25. In FY2016/2017, gross domestic product (GDP) at current prices had reachg&dB1,807

trillion, registering an annual growth rate of 17.2 percent. As a repelt capital income reached

U863 upfromUSP801 in FY206/20mc = A Y RAOF GAy 3 G KF G 90 KAidIEA I Qa @7
income country by 2025 targetedat USH1,025 iswithin reach.

26. With regard to external debtto augment available domestic financing options, the
government opted to finance its fiscaleficit from external sources on concessional terms. In
particular, theGovernment of Ethiopia finances its budget by assessing external loans on concessional
terms. As aule of thumb, norconcessional loans cannot be used to finance budgetary activ@ies.

the other hand, external nogoncessionaloans are used to finance projects that are run by state
owned enterprise§DES)
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27. Recognizing the impact of the debt burden on future generation and responsibility of each
citizen,everyt 21y Aa adzaeSOd G2 GKS FLILINRGIE |yR 2@JSNAA
Council (Parliament). Each loan is realized through efficiedtedfective project preparation and

oversight implementatiomnda monitoring and evaluation mechanism.

28. Accordingtache2 FFAOA L f RIGFXEX GKS FSRSNIft 3I2FSNYYSy-
trend, whichis demonstrated by an increase to $8rcent of GDP in FY2016/2017 from 28rcent

of GDP in FY2015/2016. Revenue decreased as a percentage of GDP mainly due to the slow pace of

tax reforms. The federal governméntdiscal deficit was financed through externahainly

concessional financing and dmestic financing with large repayments of cash balances and residuals.

The 2018 IMF Debt Sustainability Analysis maintained that Ethiopia remaHigtatiskbf external

debt distress, as was the case in the 2017 assessment

Regional government economaituation

29. Oromia is one of the nine regions and twity administrationsmaking up the Federal
Democratic Republic of Ethiopia. It is the largest and most populous region with a land area of 286,612
squarekilometresand an estimated population of 40 million. The capital city is Addis Ababa, which is
also the capital city of Ethiopia. It is divided into 21 zones and 336 woredas and city administrations.
It stretches across central Ethiopia and shares boundaries witlg&Kand South Sudan and with all

the other regional states except Tigray. Overmp@Bcentof the people of Oromia live in rural arga

and agriculture has remained the source of livelihood for the overwhelming majority of the people.
Povertylevels are stl high as more than half the regional populatidrelbelow the poverty line

30. The economic development of the region is driven by GTP2016/2017¢FY20202021),
which is the subset of the national GTPand a continuation of GTIRFY2011/2012¢F2015/2016)

and previousdevelopment plans being implemented for the last two decades with the objective of
laying a strong foundation toward the realization of the re@orision of becomingbeginnemiddle-
income $ate in the world within the nextLOyears, brirging about fast, broatbased and sustainable
economic growth. Other sectors such as education and health also prepaigetvestrategic plans
that are aligned with the GTP.

31. The region continued to register strong economic growth though thevtfrdnas slowed down
in the last three years. The economy has grown on averagedcent between 20042005 and
2014/2015 but decreased to 98ercentbetween 20152016 and2017/2018. Following the economic
development, the GDP per capita income bealed up from ETB 4,345 @337) in 20102011 toETB
12,376 (U$700) in 20152016. The contribution of agriculture to ®has shown a continuous
decrease in the lagew years and reached 47pércentin 201722018 from 51percentin 20152016,
while the ontribution of the industry and service sectors increased to reach fp8t2entand 34.1
percentin 20172018 from 15.2percentand 33.8percentin 20152016, respectively.

Table 2.1: Share of sectors for GDR)

Sector 2015/2016 | 2016/2017 | 2017/2018 |  Average
Agriculture 51.0 49.7 47.7 49.5
Industry 15.2 14.9 18.2 16.1
Service 33.8 35.4 34.1 34.4
Total 100.0 100.0 100.00 100.0

SourceQromia Planning Commission

19



PEFA Assessment 2018 Oromia Regional State Government

32. The regio® investment rate has shown an increase from Tercentincome in 20152016
to 19.8percentin 20172018, and savings has also increased from Z&itentof GDP to 2§ercent
in 2017/2018.

2.2 Hscal andbudgetarytrends

33. The economy has grown on average 1pdscentbetween 20042005 and 2014/2015 but
decreased to 9.8ercent between 20152016 and 2017/2018. This growth has contributed to
reduction in poverty significantybut the shareof peoplelivingbelow the poverty line is more than
half the regional populationThe revenue collection capacity thie region has shown continuous
improvement for the past three yeareowever, the share of own revenue remains constant because
the grant from the federal government has also been increasing at the same Tingeregio®
revenue is mainly generated frothe subsidy from the federal government. From the total revenue
for the years 20152016 to 20172018, on average 7gercentwas subsidy (grants) from the federal
government 22 percentwas tax revenueand the remaining $ercentwasother revenues.

Table 2.2 Aggregate fiscal data (ETBiillions)

Indicator 2015/2016 2016/2017 2017/2018
Total revenue 38,75 46,465 55,792
Own revenue 11,274 11,378 14,159
Grants 27,450 35,087 41,633
Total expenditure 38,736 47,038 49,5
Aggregate surplus (deficit) (1) (573) 6,250

SourceQOromia BoFEB

34. A dgnificant part of the budget is allocated to ppmor sectors such as health, education,
agriculture, wateyand road. General functions such as justice and security and general services also
constitute a large part of the budget indicating that administrative costs are high. The allocation of
the expenditure for the past three years is shownTable 2.3.

Table 2.3: Budget allocation by function aspercentage of total expediture

Functions 2015/2016 2016/2017 2017/2018

Organs ofthe government 5.0 6.0 5
Justice andecurity 9.0 10.0 11
Generalservices 8.5 8.0 10
Agriculture anchatural resources 8.5 8.0 9
Water, mineral, and energy resources 8.5 8.0 7
Trade transport, and inestment 4.5 6.0 4
Urbanland management 14.0 10.0 9
Educationand trairing 25.0 30.0 30
You_thand-sport, culture and tourism, and 20 20 2
social aféirs

HealthOffice 14.0 12.0 12
Relief anctontrol 1.0 0 1
Total 1000 1000 100

SourceOromia BoFE

35. A largepart of the budget is allocated to personnel services and this has shown an increase
from 47 percentin 20152016 to 64percentin 20172018 as shown ifable 2.4. Fixed assets and
construction and goods and services also constitutarge part of the budgetbut their share has
shown a decrease between 202016 and 20172018.
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Table 2.4: Budget allocation by economic classificat{éh)

Economic classifidan 2015/2016 2016/2017 2017/2018
Personnekervices 46 55 63
Goods andervices 20 17 16
Fixedassets and constructh 30 24 18
Grants,contributions, and subsidies to
o : 2 3 1
institutions and enteprises
Governmentnvestment 1 0 1
Miscellaneougpayments 1 1 1
Total 100.0 100.0 100.0

SourceOromia BoFB
2.3 Legal and regulatory arrangements for PFM
Legal and regulabry arrangements for decentratation

36.  The Oromia regional government is oneof the nine autonomous regions in Ethiopia
established by the constitution in 1994. As per tfexleral government constitution, regional
governmentghat have legislative, executiyand judicial powers andivs that fall io the jurisdiction

of the region are enacted by thregionalcouncil Caffeg. The region has adopted the first constitution

in 1995 and this has been amended in 2002. Members of the regional council are directly elected by
the people and the highest exative organ is the regional cabineg@quncil of Ministers) headed by

the regional president. All proclamations are approved by the regional council and regulations by the
regional cabinet. The respective bureaus also issue internal directives.

37. The public ihancial administration oftte region is mainly governed Wroclamation No.
15/2010, Proclamation to Restablish thdinancialAdministration of Oromia National Regional State
and Proclamation No. 209/2018, A Proclamatiwavided to Amend the Financiahdministration of
Oromia National State Proclamation N0.156/2010. These proclamations diediriellowing

9 The responsibilities oBoFIP andregionalsector bureaus with respect to collection of public
money

Forecasting and budget preparatigmocess and documentation

Disbursement of public money

Cash management

Debt management

Fnancial reporting

=A =4 =4 4 4 I

Internal audit

38. Proclamation No. 157/2010 establishes the re@onprocurement and property
administration. It defines the powers and functions dfelient organs involved in procurement and
property administration, the basic procurement methods and procedures, types of procurements and
conditions and procedures for each type, disposal procedures, public property administration
proceduresandappealprocedures.

39. ¢KS NBIAZ2YIE 3FA2@0SNYYSyliQa NBGSydz$S Oz2ftt SOGAZ2Y
175/2012, A Proclamation to Provide for the Establishment of Oromia National Regional State
Revenue Authority. This proclamation sets out the powers andedutf the authority. There are

additional proclamations, regulationgnd directives adopted by the region with respect to the
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different taxes enacted by the region such as income tax, value addgi/#a) turnover tax,and
excise tax.

40. External audit of the region is performed by the independent Regional Auditor General Office
which wage-establishedwvith Proclamation No. 154/201®roclamation to Restablish the Office of
Oromia National Regional State Auditor General. This proclamdgfines the power and duties of

the Auditor General, the procedures for appointment and removal of thaditor General, budget
approval procedures of the office, duty to provide informatiand so onThe Oromia Ethics and Anti
Corruption Commission vgaestablished with Proclamation No. 71/2003. The proclamation sets out
the power and duties of the commission, procedures for appointment and removal of the
commissioner, establishment of advisory board, the police and prosecution power of the commission,
the duty to cooperateand so onTable 25 outlines the regional government structure.

Table 25: Overview of Oromia regioal government structure

Percentag Percenta
Percenta
Average e of ge

Own Approv | Number

Corpora

Governme political | es own of ; : ge of
nt level 155 120Te) leadersh | budget | jurisdictio eroUlEN pUb“C. public LYIelce
(Y/N) ; on expenditu 0)Y
ip (Y/N) (Y/N) S revenue

re transfers

Regional Y Y Y 1 40 13.5% 17.5% 74%

million
Woreda N Y Y 336 No data | Nodata | Nodata | No data

41. The sections belowlsodescribe the legal and regulatory arrangements for decemtitidin.

1 All financial management and tax proclamatioof the federal governmentefine the
regional governmer@® PFM structure; these atbe following

0 Proclamation on théefinition of Power andDuties of theExecutiveOrgans (04/1995)
0 ProclamatiorEstablishing the Office of the Federal Auditor General No. 68/1997

0 Proclamation on théstablishment of Ethics and Artorruption Commission (238001)
o Fimancial Administration Proclamation No 648/2009, August 6, 2009

0 Procurement and Property Administration Proclamation No. 649/2009ieGdyer 9,
2009

o Proclamation No. 883/2015 Revised Federal Ethics andCamtuption

0 Proclamation No. 970 /2016 Federal v@onment of Ethiopia Financial Administration
(Amendment) Proclamation

0 Proclamation .9792016 Federalincome BxProclamation.
1 There are two tiers of governments under the regional governméagjt zones and b
woredas. There are 21 zones and 386redas/cities (290 rural and 46 urbanXones are part

of theregionalgovernment whileworedas andtities arepart of thesubnational governments.
Together, they serve approximately 40 million Ethiopians
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42.

The Oromia Regional National State vemsablished by the Constitution of EFY 1964 (
2001)

TheOromiaRegion is the biggest in Ethiopia with more than a third of the total population
(approximately 40 million). The region receives 34péfcent (the largest share) of total
federal grants toregional governments. It is the largest region in terms of own revenue
generation, butsecond after the city of Addis Ababa

The main functionalresponsibilitieof the Oromia regional governmeate as follows:

Zones are branches of the regional government and only supervigeredss/city
administration;woredas and city administratiorare important in terms of primary service
delivery. The Oromia regional government delegates f$mary service delivery
responsibilites tocity administrationrandworedas.

The functims and responsibilities afones andvoredas/city administrationare defined in
Article 6 ofthe financial managemerroclamationNo. 156/201Q these responsibilities are
delegated

Legal and regulatory arrangements for PFM

Oromia budgetary systems

T

To a large extent, federal government laws guide Oromia budget processes; for instance,
actual subsidies to zones amgbredas are heavily dependent on actual transfers frtme
federal government

TheOromia regional government has two main treasury accounts; these are at the National
Bank of Ethiopi@\BE)With the approval of the regional finance bureau, most budget entities
maintain own revenue accounts with the CommerciahiBaf Ethiopig CBE)

The Oromia regional government prepares its own budget. The budget is approved by the
regional council without federal government interference

TheOromia regional government maintains its treasury bank accounts withBie

The Oromiaregional government has a separate (and independent) public procurement
authority; it is goverad by Proclamation N. 157/2010GC(or 157/2002EQ.

The Oromiaegional government cannot borrow directly; all borrowings must be approved by
the federal government. In most cases, loans ardeom from the federal government

Oromia institutional (political and administrative) structures

1

1

The Oromia regional governmehas a regional government independent of the federal
government legislature; it approves its budgets and eskzets and regulations for the region,
but these laws must be in tandem withe federal government laws.

The Oromia regional government has & power to appoint its own executives, budget
officers, accountsand treasury officers. The hiring and appointments are in accordance with
regional civil service rules and salary structure, which is indeperafdatieral government
administration.
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1

The budget and financial management processes are adopted from federal government
systems

PFM functions

1

Payment- The regionalgovernment commits and pays for its expenditure without federal
government interference

Revenue administration The regional govament raises is own revenues in line with
regional governmentevenue laws

Performance arrangements for service delivery involving the subnational governBeRD
transfers funds tavoredas for service delivery in accordance widigionalgovernment policy

Monitoring o public corporations The regionalgovernment has a duty to monitor public
corporations; tle performance of this function is weak.

Monitoring of lower tiers of subnational government§he regionalgovernmentmonitors
woredag/city administration through zone$it receives timely annual financie¢ports but
these are not published

Public investment- Public investment managemen(PIM) is managed byhe regional
governmentBoFb in collaboration with the regional planning commissidtuses internal
guidelines fotthe Public Investment Prograrf®IP.

Management, monitoringand recording of assets The management, monitoringand
recording of fixed assets is decentzatl, with each budgetry unit and extrabudgetary unit
responsible for managing and safeguaglits assets. Disposal of fixaskets is done mostly
centrally, through thePublic Procurement and Property DispaSafvice PPPDS

Debt management Article 39 of Proclamation No. 156/2010 (as amended by Proclamation
No. 209/2018) grants the authority for the regional government to borrow domestically.

Internal control ¢ The internal control processes for the various functions are included in the
different manuals such as Financial Manual, Procurement MaandlGovernmentOwned
Fixed Assets Management Manual and directives.

Cash monitoring and forecastin@ash forecastig is done annually and updated quarterly
Payroll- Payroll is decentrated, with each budgetry unit managing its own payroll
Procurement Public procurement i®y thegovernment bypublic procurement Proclamation

No. 157/2010 Each unit prepares procurement plans but these are not published. Data on
procurementare available but may not be complete and accurate

Internal audit- Each budgearyunit has an internal audit unit; it prepares annual internal audit
plan. It also prepares quarterly internal audit reportsut conformity to international

standards is low

Financial reporting Annud financial reports are prepareahd submitted toORAGor audit

6 Zones are branches of the regional government.
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2.4 Institutional arrangements for PFM
Structure of the public sector

43. Tables &, 2.7, and 2.8 outline the structure of the public sector and regional government
operations.

Table 2.6: Structure of the public sector (number of entities arithancial turnover)

Public sector

2017/2018 s Public corporation
Government subsector security
subsector
funds
Extra Nonfinancial Financial
Budgetary . .
; budgetary public public
Unit : - .
Units corporations | corporation
Subnational government 1 1 0 9 0
(Oromia)
1sttier sulmational (voreda) 336 0 0 0 0
3rd tier sumational kebelg 0 0 0 0 0

Table2.7: Financial structure othe regionalgovernmentt budget estimates ETB)

Central government

2017/2018 Extrabudgetary
Units

195,575,870.00

Social security
funds
NA

Budgetary unit Total aggregated

50,791,700,000.0(

Revenue
50,987,275,870.0C

Expenditure 55,809,000,000.0¢ 195,575,870.00 NA

56,004,575,870.0C

SourceBoFB 2017/2018 budget

Table2.8: Financial structure ofhe central government actualexpenditure ETB)

Central government

2017/2018 : Extrabudgetary SOCI?I
Budgetary unit : security Total aggregated
Units
funds
Revenue 55,791,500,000.00 | 195,575,870.00 NA
55,987,075,870
Expenditure 49,542,000,000.00 | 168,110,560.00 NA
49,710,110,560.00
Transfers tolf) and from (+)| 525,858,367,180.00 0.00 NA 125,858,367,180.00
other units of general
government
Liabilities 6,490,057,742.00 No data NA 6,490,057,742.00
Financiabssets (cash + cas| 8,240,561,110.00 No data NA 8,240,561,110.00
equivalent)
Nonfinancial assets No data No data NA No data

SourceBoFB 2017/2018 budget and consolidated annusatcounts
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Institutional responsibilities for PFM

44, The Oromia BFEDwas established in 1994 according Rmclamation No. 127/1994lt is
resgponsible forpreparing the annual budget and spearheading its execution during thelybas 11
subfunctions (or orgamational structure} that supportthe PFM instiitional framework BoFP is
headed by thebureau head who is responsible for coordinating aadthorizing all the financial
transactions of the region at the macro level. The headBotiget Orectorate coordinates and
consolidates sector bureau budgets. It has fheasury and AccountsirBctorates for financial
accounting and reportingndthe InspectionDirectorate for coordinating and supervising all internal
audit functions of the regional sector bureaus amgbreda offices. Until 2017, the planning
commission was a directorate under B&FE has now been made autonomous. It is responsible for
planningandreporting onthe regional socioeconomic developmental goals

2.5 Other important features of PFM and its operating environment

45.  There are 52 regional bureaus, 21 zonasd 336woredas/city administration Zones are
branches of the regional governme@ut of the 336voredas, 290 are rural, 27 are medium, and the
remaining 19 are urban town€f the total of 336woredas, 12are selffinancing; thereforethey do
not receive subsidies from the regional goverent. Below theworedas are the kebelegvhich are

not budget institutions(Bls) Theworedas/city administration have legal statugo prepare and
approve their budgets, executbe same and report to the regional finance bureau (B&ff&as well

as their own councilswhile zones are part of the regional government structuti regional, zonal
and woreda finance offices are usingntegrated Budget and Expenditure$BEX for budgd
management and financial repting. While all regional bureaus have direct online connectivity, some
woredas do not, but they use a standlone IBEX for budget management and financial reporting.

46. Eachworeda submits monthlyin-year budget execution repastto its respective zone; the
zones consolidate and send quarterly reports to BnHRegional sector bureaus tsuit monthly
accounts to BoHE EacltBloperates aero-balancebank account@ccount), a budget bank account
(‘BQaccount) and aid accountYQaccount).The ¥Qaccount has alreasury Single Account$A
structurethat allows outstanding balances to be swept into the miaasury bank account held at
the NBE Both personnel/payroll and procurement systems are decemnfzdjieach budget entityis
responsible for recruiting and paying its own staff in accordance withi@gg®nalcivil service salary
structure. While procurement management is decentedi, each unit is mandated to report to the
regional public procurement authority on both planned and actual procurement. The region has its
own revenue authority known asR3; it is responsible for administering and collecting all regional
taxes. There is also ORAG, responsible for external audit of all budget entitied)edtietary units

and SEs

3. Assessment of PFierformance

HLG1 Transfers from a highelevel government

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
HLG1 Transfers from a highetevel D+ Scoringmethod M1
government
HLGL1.1 Outturn of transfer from higher A Transfers were more than 95% compared to origin,
level government budget in two of the last three completed fiscal
years. Deviations between original budget and actt
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GNI yAFSNI 6SNE wmT ®p: 2016, N
2016/2017, and 20172018, respectively.

HLGL1.2 Eamarked grants outturn D Transfers of earmarked grants deviated by more th
10% in all three years under review. Actual deviatic
were 21.8% in 2012016, 40% in 201&017, and
15% in 20172018.

Actual disbursements of both recurrent and capital
grants have been evenly spread within each of the
last three years under review. These disbursement

were done monthly.

HLGL1.3 Timeliness of transfer from A
higherlevel government

HLGL1.1 Outturn of transfer from highetevel government

47. Table 3.1 shows the analysis of federal government transfers to the Oromia regional
government. The highest deviation (17gercent occurred in 20152016, mainly due to
macroeconomic challenges in the country, which affected federal governfisgatls. The outturns
improved significantly in both 2018017 and 20172018 with variances obl.1 percentand 0.2
percent respectively. The analysis also shows ttat federal government exceeded its budget in
terms of transfers to the regional governemt by 1.1percentin 2016/2017. This performance had
positive impact on the regional governméh@veralltotal revenues (refer to P3 with a score of B)
reflecting a credible revenue budget

Table 3.1 Outturn of transfer fromthe federal government

Original budget

2015/2016
28,681,650,000.00

2016/2017
32,405,989,849.75

2017/2018
39,791,676,627.88

Actual transfer

23,660,338,125.00

32,750,819,994.00

39,703,161,873.00

% outturn

82.5

101.1

99.8

% deviation

17.5

b1.1

0.2

Dimension score = A
HLGL1.2 Earmarked grants outturn

48. Deviations in relation to earmarked grants were much higher than expected. As shown in
Table 3.2, deviations in all three years were abovepéftent at 21.8percentin 20152016, 40
percentin 2016/2017, and 1%ercentin 20172018. Officials have indicated that thekigh deviations

might have been caused by the inability of the federal government to achieve set targets for
development partner grants, which are triggers for actual releilsmetheless, these deviations had

little impact onoverallfederal government subsidies to the regional government, as shown in HLG
1.1.Nevertheless, deviations in earmarked grants could have negative implication on service delivery
as the required resouees for planned activities may not be available.

Table 3.20utturn of transfer from earmarked grants

Original budget

2015/2016
4,667,500,000.00

2016/2017
3,894,000,000.00

2017/2018
2,271,500,000.00

Actual transfer

3,651,103,050.00

2,336,400,000.00

1,929,760,084.65

% outturn

78.2

60.0

85.0

% deviation

21.8

40.0

15.0

Dimension score = D
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HLG1.3 Timeliness of transfer from highéevel government

49, Available evidence obtained from BdF&hows an even disbursement of actual transfers from
the federal government over the last three completed fiscal yeA015/2016, 20162017, and
2017/2018. The disbursements are categed into recurrent (account code 1601) and capital
(account code 1@2). For 20152016, actual recurrent disbursements webetweenETB1.2 billion
and ETHL..3 billion over the 12-month period; capital disbursements weteetween ETB690 million
and ETE20 million. The trend for 2018017 and 20172018 wassimilar, at ETR.7 billion and ETB
1.8 billion for recurrent and ET@0 millionandETB721 million for capital budgetespectivelyThese
disbursements were done monthly.

Dimension score = A

PILLAR. Budgetreliability

PL1 Aggregate expenditure atturn

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score

PI1 Aggregate expenditure outturn B Scoring methoaM1

Aggregate expenditure outturn was between 90%
and 110% in two of the last three yed@0.2% in
2015/2016, 101.3% in 2018017, and 88.8% in
2017/2018).

50. This indicator measures the extent to which aggregate budget expenditure outturn reflects
the amount originally approved, as defined in government budget documentation andrégcats.
There is one dimension for this indicator.

51. As shown inTable 3.3, aggregate expenditure is fairly @ghle with the biggest deviations
occurring in 20172018 where the outturn was 88 8ercentand in 20152016 where the outturn was
90.2percent In 20162017, the outturn sbodat 101.3percent Thedetailedcalculations upon which

the table isbased are reported in Annex As a reliable budget is a key factor to efficient service
delivery, the current performance could have positive impacipdmary service delivery, but other
factors such as budget reallocations across vdBtg é&nd within votesandthe timeliness of release

of actual funds for payment of expenditure are also some of the contributory factors for efficient
service delivery.

Table 33: Comparison of budgeted expenditure against actual outturn

2015/2016 2016/2017 2017/2018
(ETBmillions) (ETBmillions) (ETBmillions)
Originalbudget 42,951 46,440 55,809
Actualoutturn 38,736 47,038 49,542
Actualoutturn % 90.2 101.3 88.8

SourceBoFED 2015/2016 and 2016/2017 audited accounts and 2017/2018 draft account

Dimensiorscore = B
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PI2 Expenditure composition outturn

Summary of scores and performance table

Indicator/Dimension Justification for 2018core
P2 Expenditure composition outturn D+ Scoring methodM1
P12.1 Expenditure composition outturn C Expenditure composition variance by function for tw
by function of the last three years was less than 15% (actual

variances were 9.3% in 202916, 16.6% in
2016/2017, and 12.1% in 2012018).

P12.2 Expenditure composition outturn D Expenditure composition variance by economic type
by economic type was more than 15% in two of the last three years
(actual variances were 11.3% in 202816, 16.4%n
2016/2017, and 15.5% in 2017018).

P12.3 Expenditure from contingency A Expenditure charged to contingency reserves for thg
reserves last three years averaged 0.5% of the total
expenditure.

52. This indicator measures the extent to which reallocations between the main budget categories
during execution have contributed to variance in expenditure composition. Variations in expenditure
composition mayndicatel Y Ayl 0Af Ale G2 ALISYR NBaA2dzNDOSa Ay
as expressed in the originally approved budget.

P12.1 Expenditure composition outturn by function

53.  The functional resource allocatios reasonable as evidenca@dTable3.5 (and Ainex 5 for
detailed calculation)but could improve provided the fundamentals of budget planning and
formulation arestrengthened The functional composition variareéor the last three years we@&3
percent in 20152016, 16.6 percent in 20162017, and 121 percent in 20172018 (excluding
contingency and interestReallocation of the SDG budget from different sectors to aggastry
projects with the instruction ofthe MoF is partly attributable to these deviation¥he Financial
Administration Proclamation of theegion stipulates that budget transfers from capital to recutre
budget are not allowed and is empowered to approve all transfedsowever, it can delegte

its powers toBIsto make transfersThe delegatiorof BoFP powers could be abused if care is not
takenand could lead to excessive budget reallocations and eventually negaipartson service
delivery as originally intended.

Dimensiornscore = C

P12.2 Expenditure composition outturn by economic type

54, The economic classification is compliant with the GFS standard (up tohthe digits
classification)The economic allocation of resourcesnsichweaker compared with the functional
allocation. Tle composition variances for the last three years were Jkfentin 2015/2016, 16.4
percentin 2016/2017 and 15.5percentin 2017/2018 (excluding contingency and interest) as shown
in Table3.4 (and Annex 5 for detailed calculatiorguch large reallocations could negativaffect
efficient servicedelivery since originally budgeted resources could be reassigned to other sectors
considered important but not within the original government priorities.

Dimensiornscore = D
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P12.3 Expendire from contingency reserves

55. The actuakxpenditurecharged to contingency reserves for the last three years averaged 0.5
percentof total expenditure as shown in Tal8é. As per the practice of the region, the contingency
budget isproclaimed at BoHEonly and transfers are made to budget entities based on their request.
Article 25 of the Financial Administration Proclamation No. 157/2010 ofgg®n empowers BoEE

to approve transfers fronthe contingency budget to budgetary unitesed on their request to meet
unforeseen expenditures that could not be included in their original budget or when it is ascertained
that payments are not effected for goods supplied and services rendered in the previous year;
however, the law does not ate the limit on contingency vote as a percentage of total expenditure.
Nonetheless, the government has consistently adhered to the practice of not spending beyond the
approved contingency vote, which reflects a good budget practice.

Dimensiorscore = A

Table 3.4: Resultmatrix PF2. Composition variance by economic classificati@a)

Total expenditure deviation Compositionvariance by
(Lesscontingency economic classication
2015/2016 90.2 11.3
2016/2017 101.3 16.4
2017/2018 88.8 15.5

Table3.5: Resultmatrix PF2.1and P+2.3. Composition variance by functional classification and contingency
(%)

For Pil For Pi2.1 For P12.3
Total expenditure deviation| Composition variance by functiory Contingency share
2015/2016 90.2 9.3
2016/2017 101.3 16.6 0.5
2017/2018 88.8 12.1

PIL3 Revenue outturn

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
P13 Revenue outturn B Scoring methodM2
P13.1 Aggregate revenue outturn B Actual total revenue outturn for at least two of

the last three years was between 94% and 11
(actual variances were 92.3% in 202616,
104.6% in 201&017, and 109.8% in
2017/2018).

P13.2 Revenue composition outturn B Revenue composition variance fibre three
years was less than 10% (actual variances we
6.6% in 20152016, 7% in 201&017, and 8.7%
in 2017/2018).

56. This indicator measures the change in revenue between the original approved budget and
end-of-year outturn. Accurataevenueforecasts are a key input to the preparation of a credible
budget.

P13.1 Aggregate revenue outturn

57. ¢ KS NBIA2YyIl{ &R idBasidaly Sompded of Br@sic tax, subsidy or block
grants from the federal governmentand other revenues. The biggest source is subsidy from the
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federal government, which accountsn averagefor 74 percentof the total regional revenue. Tax
revenues account on averadgr 22 percentand other revenuefor 4 percent The budgeted subsidy
from the federal government is fully received by the region. The collection of tax revenue was low at
85 percentof the target in 20152016 andhasshown an improvement to 10@ercentin 20162017
and 121percentin 2017/2018. Other revenues are less pretdible where the lowest ottirn was at
73percentin 20162017 and the highest at 194ercentin 2017/2018. As evidenced ifable 36 (and
Annex 5 for detailed calculatiorgt the aggregate level, the outtunwas 92.3percentin 20152016,
104.6percentin 201622017, and 109.8percentin 2017/2018, resulting in a score of B. A fiyear
revenue and spending forecast is prepared by the regigh@hning commission based on the
macroeconomic estimates that are prepared by the federal governmemrdtenue authorityhas
no incentive to underestimate revenues so that whiérexceed its target, it receives bonuses.
Therefore any issues about forecasting are purefytechnical capacity.

Dimensiornscore = B

Table 36: Comparison of budgetedevenue against actual outturn

2015/2016 2016/2017 2017/2018
(ETBmillions) (ETBmillions) (ETBmillions)
Originalbudget 41,961.7 44,406.0 50,791.7
Actualoutturn 38,724.9 46,464.7 55,791.5
Actualoutturn % 92.3 104.6 109.8

SourceBoFED 2015/2016 and 20162017 audited accounts and 2012018 draft accounts

P13.2 Revenue composition outturn

58. The revenue composition outturn has shown a marginal improvement in the review period
where the variances were 6gercentin 20152016, 7 percentin 2016/2017, and 8.7percentin
2017/2018. Nevertheless, it has been kept belowpEdcent indicating that the revenue composition
budget is fairly reliable. The revenue outturn for all categories was low in 2016Avhile it showed

an improvenent since then and in 2012018 the collection exceeded the target in all categoriesef

to Annex Sor details).

Dimensiornscore = B

PILLAR ITransparencyf public finances

Pt4 Budget ¢assification

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
P4 Budget classification B Scoring method M1
P14.1 Budget and accounts B Budget formulation, execution, and reporting are based o
classification is consistent with administrative, economic, and functional classification us
international standards GFS/COFOG standards. This classification is the same g

of the federal government except for some functions, suc
as defence, that are not applicable at the regional
government level.
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PH4.1Budget and accountdassification is consistent with international standards

59. This indicator assesses the extent to which the government budget and accounts classification
is consistent withinternationalstandards. There is one dimension for this dador.

60. Budget classification is consistent withassification of Functions of GovernmeOF@) and
follows GFS 2001, thdassification is the same as that of the federal government except for some
functions such as defencedhat are not applicable at the regional government level. Tdmart of
accounts for both revenue and expenditure include administrative, econgnaicd functional
classiftatiors. The revenue is classified according to type (tax revenue, nontax revenue, and capital
revenue). The expenditure component is divided into recurrent expenditure, capital expenditure
financed by the regional government, capital expenditure financed by development partners (grants),
and capital expenditure from loans dent fromthe federal gvernment.There are subfunctions and
sub agency(sector/regional bureaus, zonal, anebredd) classifications at the budget formulation
stage.IBEX is used for budgetecution with the same classification used for budget formulatom
preparation with at leastthree digits of GFS 200dtandardfor economic classificatiorAt present,
programme budgehgis yet to be introduced at the regional government level.

Dimensiorscore = B
P15 Budget documentation

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
PI5 Budget documentation D Scoring method M1
PI5.1 The comprehensiveness of the D Budget documentation does not fulfil at least
information provided in the annual three basic elements. It fulfils only one basic
budget documentation is measured element (number 3) and one additional element
F3rAyad I tWBRRRF (number 11).
items

PI5.1The comprehensiveness of tieormationprovided in theannual budgetlocumentation is
YSFadz2NBR 3FAyad | tAad 2F WolaaoQ YR WFERRAUOAZY

61. This indicatorhas one dimension to asse$se comprehensiveness of the information
provided in the annual budgetocumentationpresented by thexecutive tothe regional counciland

is measuredusinga list of\Basi€and ¥dditionalelementsincluded inthe last budget submitted to
parliament,that is,FY2018/2019EC2011) budget

Table3.7: Budget documentation benchmarks

No. \ Budget documentatiorbenchmarks Availability

Basic elements

1. Forecast of the fiscal deficit or surplus (or accru No the regional government prepares a
operating result) balanced budget) but any difference betweer

its own revenues and projected expenditure i
financed by the federal government as
subsidies (transfers/grants)

2. t NE@A2dza &Sk NRa 0dzR3IS|No

same format as the budget proposal
3. / dzZNNBy G &SI NRa o6dzR3S| Yes. Budgalocumentsubmitted to the
or the estimated outturn), presented in the sam¢ regional council

format as the budget proposal
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Budget documentatiorbenchmarks
Aggregated budget data for both revenue and
expenditure according tthe main heads of the
classifications used (ref to PH), including data
for the current and previous year, in addition to
the detailed breakdown of revenue and
expenditure estimates

Oromia Regional State Government

Availability
No

Additional elements

5. Deficit financing, describinanticipated No, the budget does not describe or include
composition deficit financing

6. Macroeconomic assumptions, including at least| Partial; only GDP growth rate is applied ails
estimates of GDP growth, inflation, interest rate| other assumptions are done ltlye federal
and the exchange rate government

7. Debt stock, including details at least for the Not applicablethe regional governmenis not
beginning of the current year presented in allowed to borrow
accordance with GFS or other comparable
standard

8. Financial Assets, including details at leasttife@ No
beginning of the current year presented in
accordance with GFS or other comparable
standard

9. Summary information of fiscal risks including No; this is not made available in any official
contingent liabilities such as guarantees and government document to the legislature
contingent obligations embedded in structute
financing istruments such apublicprivate
partnership PPP contracts

10. Explanation of budget implications of new policy Partially budgetspeech
initiatives and major new public investments,
with estimates of the budgetary impact of all
major revenue policy changes and/or major
changes to expenditure programs

11. Documentation on the mediurrerm framework | Yes this is submitted to the legislature at the

time of budgetsubmission
12. Quantification of tax expenditures Not applicable at the regional government

level; tax exemption is the remit dtie federal
government

SourceBudgetdocuments EC 201652018/2019)

62.

The regional government prepares a balanced budget where the expenditure is capped to the

revenue; no deficit is created and hentieere isno need to prepare a deficit financing strategy.

However, in the event that estimatiexpenditure is more than reveres, any difference between its

own revenues and projected expenditure is financed by the federal government as subsidies

(transfers/grants).Estimation of macroeconomic assumptions such as inflation, interest aid
exchange rate, except for ®@rowth, are the mandate of the federal governmeihiowever, the

regional government agies these when preparing tHeve-year revenue and spending forecast.

Dimensiornscore = D
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P16 Regionalgovernment operations outside financial reports

Summary of scores and performance table

Indicator/Dimension Score 2018 Justification for 2018 score
P16 Regionalgovernment A Scoring methodv2
operations outside financial
reports
P16.1Expenditure outside A The regional government reports all expenditures
financial reports received from the federal governmemnad fund in its

financial statementsThere is no other expenditure
from extrabudgetary units outside regional
government financial reports

P16.2 Revenue outside A There are no unreported extraudgetary revenues
financial reports outside regional government financial reports. All
revenues from the road fund are proclaimed as part
the regional government budget

PE6.3Financial reports of NA This dimensioiis not applicable

extrabudgetary units

63. This indicator measures the extent to which government revenue and expenditure are
reported outsidegovernmentfinancial reports.

Background on sources of funds
64. There are three sources of fundshannel 1, Channel 2, and Channel 3

1 Channel 1Thesefunds are mainljrom IDA andnultiple donor trust funds (MDTF). Most of
these funds are proclaimed in the name of the respective sector ministries. A dedicated
department called ChannélProgramme<oordinating Directorate dhe MoF is in charge of
cash management, accountingnd reporting. TheMoF is responsible for transferring of the
budget to regions and implementirigderalministries. Regions algmansferto implementing
sector bureaus and woredas. Reports are pooled from woreda to regions and consolidated at
the national lewel. Financial reports are submitted to the entity, which is responsible for
managing theresources, in most cases the World Bameport submission is often a
mandatory requirement for the release of the ndéxinche

1 Channel 2: These funds are directigeived from the donor agencies by the relevant sector
bureaus. These are projeotiented funds where ministries are responsilide allocaingthe
fund to implementing entities including regional sector bureaus. Regional sector bureaus then
channel the @ind to woredas. The sector ministry is responsible for the compilation and
submission of the report to the dono.he MoF andregional BoHE do not have a role in
receiving and transferring @hannel 2 funds.

1 Channel 3: These are donfunded projects where the donors are fully responsible for the
spending. No cash goes to government entities
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P16.1Expenditure outside financial reports

65.  There is no expenditure from ext@dzZR IS G NB dzyAla 2dziaARS NBIA2)
reports. The regonal government benefits from the Federal Government road fund. For the
FY2017/18, the regional government received an amount ofl83B75,870 from the Federal
GovernmentRoad Authoritp ¢ KA a | Y2dzyd ¢l a LINRBOfFAYSR & LI
budget. Out of this amount, ETB168,110,560 was spent during the same period. This was reported in
0KS NBIA2YyLFE F2GSNYYSyiQa FAYIYyOAlLft aidlaSySydao
fund is also reported to the Federal Government Road Authority.

Dimensiornscore =A

P16.2 Revenueutside financial reports

66. As indicated under F3.1, there are no unreported extdaudgetary revenues outside regional
government financial reports. All inflows from the FG Road Authority (road fund) are proclaimed as
LI NI 2F GKS NBIA2YyIlf I20SNYYSyidiQa o6dzRISGD
Dimensionscore =A

PI6.3Hnancal reports ofextra-budgetaryunits

67. This dimension is not applicable

Dimensiornscore =NA

PL7 Transfers to subnational governments

Summary of scores and performance table

Indicator/Dimension Justification for 2018core
PL7 Transfers to subnational government B Scoring method M2
P}7.1System for allocating transfers A The system of horizontal allocation of grants is

transparent and rule based. The grant distributior
formula is based on four matriteria: (a)
population size of the woreda/city administratien
this is also referred to as the number of
beneficiaries of services in each woreda/city
administration, (b) infrastructure deficit, (c) the pe
capita (unit) cost approach in terms of sepsc
provided in the woreda/city administration, and (¢
the revenuegenerating potential of the
woreda/city administration.

PL7.2Timeliness of information on the C BoF D notifies woredas/city administration to
transfers prepare their budget estimates in June (after Jun
20, 2017), allowing about two weeks to finalize
their budget estimates. Minor adjustments take
place after receiving the final ceilings in rdidly
but does not exeed 3% of woreda's initial budget
estimates.
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68. This indicator assesses the transparency and timeliness of transfers fromedgfi@nal
government to the firstier subnationalgovernmentsalong with fiscal relations with thesgional
government. It reviews the basis for the transfers, including whethey theeive timely information
about their allocationgo facilitate fiscal planning.

PL7.1 System for allocating transfers

69.  The regionatouncil subcommittee on decentradition is responsible for approving the grant
distribution formula forworedas/city administration this is done after the regional cabinet endorses
the formula proposedy the Budget Orectorate in collaboration with the planning commissidine
system of horizontal allocation of grants is transparent and bbalged. The grant distribution formula

is based on four main criteriaa)( population size of thevoredacity administration- this is also
referred to as the number of beneficiaries of services in eacnedacity administration ()
infrastructure deficit, ¢) the per capita (unit) cost approach in terms of services provided in the
woreddcity administration and ¢l) the revenuegenerating potential of the woredalcity
administration- the more revenue generated, the more grant receiyvtds is used aanincentive.
Also, actual distribution of grastdoes not deviate fronthe approved formula The utilzation of
woredalcity administrationgrants appears to have a more serviméented focus, with little room to
ignore regional government approved annual plans. Wheedas/city administrationare also aware
that failure to deliver on approved plans and/or deviation from ordiplans could have serious
consequences in terms of allocation of future grants; therefore, they are bound to stick to the original
plan. Table3.9indicates that 10(ercentof subsidies tavoredasg/city administrationare in line with

the approved disthution formula

Table3.9: Grants toworedas/city administration EFY 2010 (G2017/2018)

Subsidies tovoredas/city administration % in line with approved distribution formula
(ETB)
24.33 billion 100%
SourceBoFb Treasury

Dimension score = A
PL7.2 Timeliness of information on the transfers

70. The annual budget calendar issuedthg MoF (federal government) provides an indicative
ceiling of transfers to subnational governments (regional governments) by Febitlagyregional
government receivethe approved initial ceilings on subsidiiesm the federal government on June
20, 2017 for FY2017/2018. Based on this initial ceilimghich provide clear and sufficient details
woredas/city administrationare notified to prepare their budget estimates June allowing only
about twoweeksto finalize their ludget estimatesTheworedag/city administrationuse the previous
yearQapprovedceilings to prepare their budgets. The final ceilingscaramunicated tovoredas/city
administrationafter the House of Representatives approves the federal government annual budget
early July providing actuagrant allocation to the region. This necessitates minor adjustments to
woreddcity administrationbudgetsaroundmid-July butdoes not exceed Bercentof the woredds
initial budget estimates.

Dimension score €
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P18 Performance information for service delivery

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
P18 Performance information for D+ Scoring method M2
service delivery
P18.1 Performance plans for service D Both education and health sectors (constituting
delivery about 42% of regional government budget) prepare

annual action plans out of thesaediumterm plans,
from which the annual budget estimates are
prepared. However, both the mediuterm
strategies and the annual action plans are not
published even though they both have a frameworl
for measuring performance indicators on outputs o
outcomes. Programme budgeting has not yet been

introduced.
P18.2 Performance achieved for D The Oromia BoE prepares an annual education
service delivery abstract that provides information on performance

achieved against targets. The BoH also prepares ¢
annual performance report, outlining targets
achieved. However, none of these reports are

published.
P18.3 Resources received by service B The regional BoE compiles an annual report on bo
delivery cash and irkind resources, but the health sector

does not. The EC 2010 (GC 2017/2018) education
statistics abstract report dated September 2018
indicates that a total of ETB 849.9 million was spet
on primary education; ETB 72.5 million of this relat
to donations in kind.

P18.4 Performance evaluation for C The most recent evaluation done in the health sect
service delivery was dated May 25, 2018; this was a joint evaluatio
done among the regional BoH, independent
consultants, and development partners; however,
there is no evidnce of publication of the evaluation
report. Also, there is no evidence on education sec
evaluation.

71, ¢KA& AYRAOFG2NI SEIYAySa GKS &aSNBAOS RSt AOBSNI

budget proposal or itssupporting documentation in yeaend reports. It determines whether
performance audits or evaluations are carried out. It also assesses thet éxteich information
about resources received by service delivery units is collected and recorded

P18.1 Performance plans for service delivery

72. Both the education and health sectors prepare mediterm (five years) strategic plans
Educational Sector Development Plan 5 (ESK¥h® YtheHealth Sector Growth and Transformation
Plan IQrespectively. Both sectors prepare annual action plauntsof these mediumterm plans, from
whichthe annual budget estimates are prepared. Howeveth the mediumterm strategies and the
annual action plansf the education and health sectofthese two sectors have a framework for
performance indicators that measure outputs or outcomesjch constituteabout 42percentof the
entire regionalgoverrment expenditureare not publishedThe remaining 5&ercent of regional
government expenditure on other sectors have no framework of performance indic&agramme
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budgeting has not yet been introduced. Nonetheless, annual action plans outline activities to be
performed with key performance indicators.

73. For instance, the educational sector annual action plarEey2011 £Y2018/2019 projects

to increasegrossschool enrolmenfrom the current rate of 53.percentin EFY2010(FY2017/2018)

to 63.3 percent in EC2011; this will be donehrough increasing access to primary schools
(construction of new schools) and community engagement on the need to go to school. The health
sectorannual plan for EC011 projects to increasthe tuberculosidetection rate from the current

63 percentin EC 2010 to 87percent by the end of EQ011 and also to improve/increasethe
tuberculosis cureate from 84percentto 90 percentby the end of EQ011

Dimension score =D

P18.2 Performance achieved for service delivery

74.  The OromiaBoE prepares an annual education abstratttat provides information on
performance achieved against targets. BaHalso prepares an annual performance report, outlining
targets achieved. However, none of these reports are published. That said, the two ssector
(constituting about 4ercentof government expenditure)rganize forums to engage citizens and all
stakeholders on achievements made in the sectors, challenges encounterggroposed plans to
mitigate the previous yea® challenges and improve saw@idelivery, going forwardlhe renaining
sectors which represent 5@ercent by value of government expenditure do not publish any
information on performance achievedn the education sector, the E@010 (& 2017/2018)
performance report shows thahe gross school enrolment rate achieved waspEkcentagainst a
target of 53.2percent The annual performance report of the education sector also showsthieat
tuberculosis detectiorrate achieved was 6percent against a target of 6®ercent showing an
improvement by 200 basis pointdie tuberculosigreatment rate was also impressive, at pércent
against a target of 8gercent

Dimension score = D

P18.3 Resources received by service delivery

75. Information onresources received lworedaclinics and primary schools is available, captured
by eachworeda Cash resources are routinely reported using IBEX deployed wbitteelalevel, with
information on each school and healtlre facility; this information is aggregated at the zonal level
and reported to the regional education and health bureaus every quarter. Resources received in kind
are properly documented at thavoredalevel, through the use o Goods Received Note (GRN)
referred to asWlodel 92 The stores atvoredas distribute resotces in kind using the Stores Issue
Voucher known a¥¥lodel 22 The primary service delivery units (primary schools and clinics) receive
supplies and issu@GRN to thavoredasector offices usingodel 1DWoredasector offices submit
monthly reports © the zones and then zones submit quarterly reports t@iomal bureaus on
resources received in kinand in cashthese reports are posted oworedafinance office notice
boards as well as schoGisd clinicShotice boards.

76.  TheregionalBoEcompiles an annual report on both cash anind resourcegand has been
doing this over the last three completed fiscal yeansit the health sector does not. The EQ10 (&
2017/2018) educational statistics abstract report dated September 2@di8ates that a total of ETB
849.9 million waspenton primary educationof this, ETB2.5 millioncame from the community as
contribution in kind (materials for school construction and supplies of other educational materials).

Dimension score = B
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P18.4 Performance evaluation for service delivery

77. Available evidence over the last three completed fiscal years indicates dhiattie health

and education sectors condwex annual performance evaluation to ascertain the efficiency and
effectiveness of exvice delivery programs. The most recent evaluation done in the health sector
(which represents 25.@ercent by value)was dated May5,2018 This was a joint evaluation done
between the regionaBoH independent consultantsand development partners;waluation team
members included officials from DFliederal MoH UNICEFFood, Medicine and Health care
Administration andControl Authority (federal regulatory body for foods and drugs), dne Ethiopian
Pharmaceuticals Supply Agen&PGA) (formerlfharmaceuticalFund Supply Agency. The health
evaluation report showsnprovement inmaternal and child health, improvement in underweigimd
malnutrition screening at all health facilities, decrease in the prevalence of communicaldseatise
and improved preparedness for emergency cases. That said, there is no evidence that this report has
been published. Officials of the education sector also confirmed that such evaluations argbdbne
there is no evidence to support their claim.

Dimension score = C
P9 Public access to fiscal information

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
P19 Public access to fiscal information D Scoring method M1
P19.1 Thecomprehensiveness of fiscal D The regional government only makes available o
information available to the public out of the four basic elements; also, none of the
additional elements are made public.

PH9.1 Thecomprehensiveness of fistalormation available to thg@ublic

Table3.10: Public access to fiscal information

Availability

Fiscal information benchmarks (Yes/No)

Notes (Means ofwvailability)

Basic elements
1. Annualexecutive budget proposa No Budget proposals are not made public
documentation: A complete set of
executive budget proposal
documents (as assessed iRFplis
available to the public within one
week of the executive submitting
them to the legislature.

2. Enactedbudget The annual Yes Theenactedbudget is published in the
budget law approved by the Magalta Oromigwebsite:
legislature is publicized within twg oromiabofed.gov.et For the 2018/2019
weeks of passage of the law budget, thegazette was publishedn July 13

2018 EC2011).

3. In-year budget execution reports No BoFD prepares consolidated quarterly-in
The reports are routinely made year budget execution reports but these are
available to the public within one not published

month of their issuance, as
assessed in P17.

7Health budget ETB 15.9 billion of total regional budget of ETtBII&ES.
39



PEFA Assessment 2018

[\[o}

Fiscal information benchmarks

Availability
(Yes/No)

Oromia Regional State Government

Notes (Means ofwvailability)

4, Annual budget executiomeport: No BoFB prepares consolidated annual financig
The report is made available to th statements but these are not published
public within six months of the made available to the public through other
fiscal year's end medium

5. Audited annual inancial report, No The website of ORAG is not functional. HOF
incorporating or accompanied by also does not publish its annual financial aut
GKS SEGSNYI f Thedz reports.
report(s) are made available to th
public within12 months of the
fiscal year's end

Additional elements

6. Pre-budget statement The broad No There is no prdudget statement
parameters for the executive
budget proposal regarding
expenditure, planned revenye
and debtare made available to the
public at least four months before
the start of the fiscal year

7. Other external audit reports:All No The website of ORAG is not functional. HoF
nonconfidential reports on central also does not publish any performance audi
government consolidated reports as well as its annual financial audit
operations are made available to reports.
the public within six months of
submission

8. Summary of thebudget propcsal: No There is no citize® budget; also, summigas
A clear, simple summary of the of both the executive budget proposal and
ek S O dzibudgefpoposal or the the enacted budget are not made public. It i
enactedbudget accessible to the only the full budget that is published
nonbudget experts, often referred
G2 +ra  WOAGATS
where appropriate translated into
the most commonly spoken local
language, is publicly available
within two weeks of theexecutive
budgetproposal's submission to
the legislature and within one
Y2Y(GK 2F GKS 0 dz

9. Macroeconomic forecastsThe No These are prepared; however, they are not
forecasts as assessed ir1@L1 are made public
available within one week of its
endorsement

78. As indicated in Tabl& 10, the regionabovernment only makes availabdme out of four basic

elements; also, none of thedditionalelementsare made public

Dimensiornscore = D

Ongoingreforms

79.

None
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PI10 Fiscal riskeporting

Summary okcores and performance table

Indicator/Dimension Justification for 2018 score

PF10 Fiscal risk reporting D+ Scoring method M2

PF10.1 Monitoring of public corporations C All nine public enterprises submitted their annual
financialstatements for 2017/18 to BoFED within
one month after the end of the year. BOFED doe;s
not receive audited financial statements and thes
reports are also not published.

P+10.2 Monitoring of subnational D City administrations andioredas have no
borrowing powers; they do not pose fiscal risk to
the regional government. All 336 woredas/city
administration (through 21 zones) submit annual
financial statements to BoEEtimely, within three
months after the end of fiscal year. Howeyé#rese
reports are not published; also, the consolidated
audit reports are not published.

P+10.3 Contingent liabilities and other D BoF b does not keep records of both explicit and
implicit contingent liabilities. Also, there are no
records of guaranteed bonds issued to the housir
agency.

governments

fiscal risks

80.  This indicator has three dimensiarimension 10.1 assesses the level of monitoring of fiscal
risk implications of public corporations on central government operatidimension 10.2 examines
fiscal risk posed by subnational governmerdad dimension 10.3 measures the level of central
government contingenliabilitiesand other fiscal risks

P110.1 Monitoring of public corporations

81. There are nine public enterprises in the Oromia region. These public enterfwiitesl00%
regional government ownership) have their own management boards and provide services at market
rate. The public enterprises are supervised by the PrivatizationParidic Enterprises Supervising
Authority. All nine public enterprises submitted their-andited annual financial statements to BoFED
within one month after the end of the fiscal year 2017/18. All the nine public enterprises are audited
by private audit fims; however, both BoFED and ORAG do not receive copies of the audited financial
statements.The audit reports are not published.

Table 10.1 List of public enterprises

Date of submission of

Name ofpublic enterprise Total revenue Total expenditure F_Y201_72018 annual
FY20172018 FY20172018 financial statements
to BoFbD
Oromia water works 524,400,000.00 475,040,000.00 July 31, 2018
Oromia rural road construction 227,600,000.00 272,400,000.00 July 31, 2018
Oromia water works design and 126,700,000.00 25,300,000.00 July 31, 2018
control
Oromia urban road construction 315,900,000.00 315,300,000.00 July 31, 2018
Oromia construction enterprise 258,410,000.00 135,020,000.00 July 31, 2018
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Name ofpublic enterprise

Total revenue
FY20172018

Oromia Regional State Government

Total expenditure
FY20172018

Date of submission of

FY20172018 annual

financial statements
to BoFD

Oromia improved seedlings 207,400,000.00 276,600,000.00 July 31, 2018
Oromia forest and wildlife 562,200,000.00 339,300,000.00 July 31, 2018
Oromia agricultural products 12,280,000.00 8,430,000.00 July 31, 2018
marketing

Oromia industrial parks 2,412,200,000.00 761,800,000.00 July 31, 2018

developmentcooperation
Grand total

4,647,090,000.00 2,609,190,000.00

Dimension score €
PF10.2 Monitoring of subnational governments

82. City administrationsand woredas have no borrowing powers and therefore do roveate
fiscal risk for the Oromia regional governmeatticle 61(3) of the Oromia Financial Administration
Proclamation No157/2010 requires aBlsincludingcity administratiors and woredas toprepareand
submit annual financial reports to the regiomalvernment (BoHAB) within three months after the end
of the preceding year. As shown in TaBlEl, all336woredas/city administrations (reporting through
21 zone¥submitted their 20172018 annual financial statements to BdR&ithin three months after
the end of the year; that said, these reports are not publish@®RAGhas also confirmed that
consolidated audit reports are not published due to tien-functioningof the ORAG website. BABE
also does not publish these audit reports.

Table3.11:Woredacity administration (through zonal administration) submission ofannual financial
statements

Date of submission

FYfinancial statement

Name ofzone

1 West Hararge 2017/2018 August16,2018

2 Borena 2017/2018 August16,2018

3 East Shewa 2017/2018 August23,2018

4 North Shewa 2017/2018 August23,2018

5 Godina Addaa 2017/2018 August23,2018

6 Harargee Bahaa 2017/2018 August30,2018

7 Horo Guduru 2017/2018 Septembei3, 2018
8 Mag Adama 2017/2018 Septembei3, 2018
9 Shawaa Lixaa 2017/2018 September7,2018
10 Baalee 2017/2018 Septemberl1,2018
11 Bunoo Beddelle 2017/2018 Septemberl4,2018
12 | Arsii Lixaa 2017/2018 Septemberl4,2018
13 | Wallagaa Bahaa 2017/2018 Septemberl5,2018
14 | Wallagaa Lixaa 2017/2018 Septemberl7,2018
15 | Arsii 2017/2018 Septemberl8,2018
16 Jimmaa 2017/2018 Septemberl8,2018
17 Guijii 2017/2018 September23,2018
18 Guijii Lixaa 2017/2018 September23,2018
19 llu Abbaa Boraa 2017/2018 September27,2018
20 Quellem 2017/2018 September23,2018
21 | Shiki Lixaa 2017/2018 September24,2018

Note:As there are 336 woredas/city administration, the submissions of annual reports were grouped into zones
for simplification purposes.

42



PEFA Assessment 2018 Oromia Regional State Government

Dimension score = D
P110.3 Contingent liabilities and other fiscal risks

83. The regional government does not maintain records of both explicit and implicit contingent
liabilities. Also, it doesot keep records of guarantees. It is worth noting that the regional government
has provided bond guaranteeghrough the CBE to the housing agency for the construction of
condominiums for its citizensat present, the total bond liability is unknown. The assessment team
tried without success to ascertain the current outstanding loatahee. There are no known PPP
arrangements.

Dimension score = D
Ongoing reforms
84. None

PI11 Public investment management

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
P-11 Public investmenimanagement D+ Scoring method M2
PI11.1Economic analysisf investment C The planning commission has developed an
projects internal guideline for analyzing investment

projects; however, this is neither published nor
made available to sectdoureaus (budgetary
institutions) and extrebudgetary units. Institutions
use rudimentary methods for project appraisal.
PF11.2Investment project selection C Project selection for inclusion into the annual
budget is largely based on regiomgvernment
priorities (which include irrigation, health,
education, animal grazing, and rural roads), even
though some of these projects are selected purel
based on the results of feasibility studies
conducted.

PF11.3Investment project costing D At present, the annual budget has no MTEF; the
budget only shows cost implication of projects for
the current year, with no projections for the
forthcoming year. Nonetheless, the Project
Appraisal Document provides information of total
capital cost together Wh associated recurrent
cost.

PH11.4Investment project monitoring C The regional sector implementing unit monitors
investment projects through physical inspection
and periodic (quarterly) financial progress reports
The annual financial statements alport on
actual expenditure of the projects; annual physici
inspection progress reports are also prepared.
There is no publication of either financial or
physical progress reports.
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85. This indicator assesses the process of economic appraisal, selection, costing, and monitoring
of most significanpublicinvestment projects by the government. This is a new indicator; it has four

dimensions.

Table3.12 List of major capital investment projects FY2017/2018

: Oromia budget % of Economic
Expansion of watesupply system 2,497,342,104.00| 55,809,286,530.00 4.5 Yes
Development and expansion of 762,243,391.00 | 55,809,286,530.00 1.4 Yes
irrigation system
Road construction 2,828,856,260.00 | 55,809,286,530.00 5.1
Housing project condominiums 2,402,030,965.00| 55,809,286,530.00 4.3
Construction of schoolsprimary 824,799,866.00 | 55,809,286,530.00 15 Yes
and secondary
Construction of health facilities 1,221,625,145.00| 55,809,286,530.00 2.2 Yes
Total cost 10,536,897,731.00
Total witheconomic analysis 5,306,010,506.00
% with economic analysis 50.3%

P111.1 Economic analysis of investment projects

86. There is no specific definition referencidajor investment projeddas far as the Oromia

regional government is concerned. Pages 37 andf@4e PEFA Framework P® and the PEFA Field

Guide 2018 respectively define major investment projects abtal investment cost of project

amounting for 1 percent or more of totahaual budget expenditut@nd these investment projects

are mong the largest 10 projects (by total investment cost) for each of the 5 largest central
government units, measured igedzy A 1 & Q Ay @S & (i Y S yQliable3NBsBo@alist FE LISy R A
sixlargest capital investment projects that meet the PEFA definition.

87. The planning commission has developed an internal guidelineafiatyzing investment
projects; however, this iseither published nor made available to sector burea{midgetary
institutions) and extrebudgetary units. Officials of these institutions say they use rudimentary and
non-systematiovays of undertaking economic analysis of investment projects; these methods include
(@) a predefined system of siting a schoolhmspital within a community considingthe number of
residents andlf) a needs assessmeieforefunding these projectdeasibility studies are carried out

by each of these institutions and reviewed by the planning commission, but not for majotitgsef
projects, as political considerations also do take precedence.

Dimension score €

P111.2 Investment project selection

88. Project selectiorfdone by the regional cabinefr inclusion into the annual budget is largely
based on regionajovernment priorities as set and adopted by the regional cabitehich include
irrigation, health, educatiorgnimal grazingand rural roads), even though some of these projects are
selected purely based on the results of feasibility studies condu@egieralelements underpin
project selection, key among them includmit are not limited to, the following:

1 Desirability. Projects ought to be in line with the overall government mediaemm strategic
plan
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1 Achievability. Whether the project can belelivered according to plan considieg funding
mechanisms and other environmental constraints and challenges

1 Viability. To consider the cost implications and potential revergemerating streams,
management implications, financial sustainabjlégpd progct economic impact

89. The planning commission, which was established in late 2017, is now streamlining the internal
project investment management guideline for it to become a standard guiding document for all
budget andextra-Blsin termsof project investment management present, the selection of projects

for inclusion into the budget does not systematically follow the above criteria.

Dimension score = C

PH11.3 Investment project costing

90. It is considered a good practice for project dogtto include both total investment cost and
forward-linked recurrent expenditure. As fiscal space is usually limited, a comprehensive cash flow
forecasting (costing framework) becomes an important element in deciaiking for new projects,
especiallyn cases where there are ongoing capital investment projects; this significadtigesthe
tendency of uncompleted government projects. At present, the annual budget has no mstiom
expenditure frameworKMTEF)the budget only shows cost implicatiofi jgrojects for the current

year, with no projectiondor the forthcoming year.Nonetheless, theProject Appraisal Document
provides information of total capital cost together with associated recurrent cost.

Dimension score B
PF11.4 Investmenproject monitoring

91. Theregional sectoimplementing unit monitorgapitalinvestment projects through physical
inspection and periodic (quarterly) financial progress reports. The annual financial statements also
report on actual expenditure of the projectdn addition to the annual financial progress reports,
annual physicainspectionprogress reports are also prepare@oing forward, theMonitoring and
EvaluatiorDepartment of the planning commission will also undertake project evaluation of all capital
projects to ensure that outcomes are in line with expected resultse regional sector bureaus
(implementing units) do not publish or post projexstaluation repors either on the website or notice
boards.

Dimension score = C

Ongoing reforms

92. None

PL12 Public asset management

Summary of scores and performance table

P}12 Public asset management D+ Scoring method M2

PF12.1Financial asset monitoring BoFDb keeps records of investments in public and

private entities, but this is not published. The annu
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Indicator/Dimension Justification for 2018 score

financial statements disclose balances of both cas
and bank.

PF12.2Nonfinancial asset monitoring The regional government does not maintain a
comprehensive and consolidated register of its fixe
assets; there are no records of government land,
buildings, and natural resources. Presently,
management of fixed assets is decentralized at the
budgetary unit level. The asset registers maintaine(
by these budgedry units provide information on the
age and usage of assets.

PF12.3 Transparency of asset disposal Article 57 of the Oromia Government Procurement
and Property Administration Proclamation No.
157/2010 and Directive No. 1/2009 regulate dispb
of fixed asset; there are no clear legal provisions fg
C the disposal of financial assets. Proceeds from the
sale of fixed assets and the original cost of assets
disclosed in the financial reports; there is no
disclosure of the new owner(s). Therasvno
privatization in 2017/2018.

93. This indicator has three dimensiandimension 12.1 assesses the level at which financial

assets (government investments in public or private companies) are monitored and reported
dimension 12.2 examineghe extent to which nonfinancial assets (fixed assets) are monitored and
reported, anddimension 12.3 measures the level of transparency of asset disposal

94. Theassessmenof this indicator coversubnationalgovernment budget enties and extra
budgetary units.

PF12.1 Financial asset monitoring

95. BoFP has shares ithe Cooperative Bank of Oramvalued at ETB2.188 million as at January

2, 2019, though the shareholder statement does not show the number of shares. However, this
information is not disclosed in the annual financial statement nor is it publishedcdteolidated
annualfinancialstatement discloses endf-year cash and bank lzices the yearend balace for
FY20172018 stood at ETB.2billion (unaudited) The annual financial statements also show dividend
income; the total for 20172018 was ETB5.9 million

Dimension score = C
P12.2 NonrFinanciaksset monitoring

96. Chapter XII of the Oromia Procurement and Property Administration Proclamation No.
157/2010 regulates fixed asset management. Article 54(2) stipulates that all heBtissball record

the date, description, quantityand cost of acquison and indicate the custody and usage of fixed
assetsAlsq in existence is a manual on fixed asset management knoMagrnment Fixed Assets
Management Manu&it stipulates control and safeguarding of public assEfere is no consolidated
fixed asset registerFixed asset management is decentredi; each budgeentity unit maintains a

fixed asset registeior vehicles, fixtures and fittings, computeesd office equipment, showing both

the historical cost of asset, depreciatioand net book valueThere are however, no records of
buildings.The asset registers at each budgetary unit provide information on their usage and age as
well as the custodianf the asset; the asset user card provides this useful information.
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97. At present, there is naecord of land and natural resources belonging to the regional
government; nonetheless, theadastreoffice has begun identification, demarcation, and registration
of both rural and urban land with support from DFID dbelutsche Gesellschaft fur Internationale
ZusammenarbeitGerman Agency for International Cooperati@ig. Managers of the cadastre office
have indicated that weaknesses suahb obsolete land regisation equipment and software, in
addition to low staff technical capacity could derail the successful implementation of the land
administration program

Dimension score = D
PF12.3 Transparency of asset disposal

98. Fixed asset disposal is governed by Article 57 of the Oromia Government Procurement and
Property AdministratiorProclamationNo. 157/2010dated April25,2010and Directive No. 1/2009.
The law stipulated thatach fixed asset valued at EIB000 or aboveand/or cumulatively valued at
ETB100,000 or above shall be referred to thegionalPPPDS for disposal. Below this threshold, the
budgetry unit shall disposésell or transferpssets through public auction. The PPPDS advertises in
the national newspaperand conducts public auctisrwith the highest bidder assuminge right of
ownership. Article B(3) of the same lawPfocurement and Property Administration Proclamatian N
157/2010 clearly states that all proceeds frodisposal shall be paid tthe BoFb Treasury.For
FY2017/2018, a total of ETB6 million was reated as praeeds from fixed assets disposaadd paid

into the BoFID Treasury there were no asset transfershere are no legal provisions on the disposal
of financial assetan 20172018, no income was reaed from privatzation. New owners offixed
assetsdisposedare not disclosedn the financial reports The financial reports only disclose
information on the original cost of asset and the disposal value

Dimension score = C
Ongoing reforms
99. No known reforms

PF13 Debtmanagement

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
P13 Debt management D Scoring method M2
PH13.1 Recording and reporting off D The government has issued guarantees to the hous
debt andguarantees agency for the construction of condominiums but hal

failed to keep proper records to that effect. The
government has no idea of the total value of
guarantees issued to the housing agency.

P113.2 Approval of debt and D BoFDBis solely responsible for authorizing and
guarantees approving guarantees. Nonetheless, there are no
guidelines, policies, and procedures that guide the
issuance of these guarantees.

P+13.3 Debt management strategy, D ¢KS NBE3IA2Y R2 SuayageinentINS LI
strategy.

100. There are three dimensions under this indicatdimension 13.1 assesses the integrity and
comprehensiveness of reporting federal government debt (both domestic and foreign debts as well
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as guaranteesyimension 13.2 measures thegial and regulatory framework governing approval of
loans and guaranteesind dimension 13.3 assesses whethbe government prepares medium
term debt strategy

P113.1 Recording and reporting of debt and guarantees

101. Article 39 of Proclamation Na56/2010 (as amended by Proclamation 1269/2018) grants

0KS dziK2NAGE F2N) GKS NBIA2y L 3 2iemprefuligtio G2 021
Articles 42 and 43 of this Proclamation no money shall be borradiregtly, or security issuedypor

on behalf of theRegionalGovernment without the authorization of the Caffee (Regional Council){ 2

far, the regional government has not borrowed directly from the domestic market. The government

has however, issued guarantees to theousing agencfor the construction of condominiums but has

failed to keep proper records to that effecthe government has no idea of thetal value of
guarantees issued to the housing agency.

Dimension score B
PF13.2 Approval of debt and guarantees

102. As stated under P13.1, the regional government has borrowing powers but has not exercised
these privilegesnstead providing guarantees tothe housing agencyo borrow domestically from
commercial banks. BoBHs solely responsible for authorizing andpagpving these guarantees.
Nonetheless, there are no guidelines, policiand procedures that guide the issuance of these
guarantees.

Dimension score B

PI13.3 Debt management strategy

103. TKS NBIA2Yy R2Say Qi LINBLINBE | RSol0 YIylF3aSYSyi

Dimension score B

Ongoing reforms
104. No reforms
PILLARM. Policybasedfiscal strategy and bdgeting

P14 Macroeconomic and fiscal forecasting

Summary of scores and performance table

Indicator/Dimension Score 2018 Justification for 2018 score
P14 Macroeconomic and B Scoring method N2
fiscal forecasting
PF14.1Macroeconomic B Over the last three completed fiscal years, the
forecasts regional government prepared forecasts of Gibiel

savings and investment rates; it has no capacity tc
forecast exchange rate, interest rate, and inflation
The forecasts are reviewed and approved by the
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regional cabinet, with an annual update, and sent
the regional council with the underlying
assunptions as part of budget documentation for
information purpose only.

PH14.2Fiscal forecasts B Theplanning commission, over the last three
completed fiscal years, prepared the MEFF with
forecasts of GDP and savings and investmértis.
forecast include aggregate revenues and
expenditures and the budget balance. There are n
explanations of differences between forecasts anc
current year's budget as part of budget
documentation submitted to the regional council.
PH14.3Macro-fiscalsensitivity C There is a qualitative evaluation of impact of vario
analysis scenarios of mackfiscal forecast; however, this is
not included in the annual budget. This has been 1
case over the last three completed fiscal years.

105. This indicator measures the ability of a government to develop robust macroeconomic and
fiscal forecasts, which arerucialto developing a sustainable fiscal strategy and ensuring greater
predictability of budget allocations.

PF14.1 Macroeconomic forecasts

106. The regional planning commission prepared over the last three completed fiscal years
FY2015/2016, 20162017, and 20172018t a macroeconomiand fiscalframework (MEFF) which is
part of the mediumterm regionalstrategic planChaper Il of the mediurerm regional strategic
plan (also dbbedGTP Il 201&017¢2020/2021) dated Aigust 2016 contains the MEFHs0, section

2 of the budget document contains the macro forecdste framework projects an average growth
rate of 11.2percentand a saving and investment rate of 3hdrcentover the fiveyear period It
should however, be noted thatthe regiononlyhas the capacity to forecast GDP and investment rates;
other macroeconomic indicators such as inflation, exchange rate, global markef anid interest
rate are done byhe federal governmenitThe projections cover the budget year and at least the two
outer years.The planning commission prepares an annual update of bothaBBfhvestment rates,
which isreviewed and approved by the regional cabinet. Both the MEFF and the annual updates of
macro projections (GDP and investment rgh)s the underlying assumptiorase forwarded to the
regional council for information purpose only, as part of budget docutaten.

Dimension score = B

PF14.2 Fiscal forecasts

107. The planing commission prepadt over the last three completed fiscal yeaFa2015/2016,
2016/2017, and 20172018t a macrofiscal forecast with assumptions on GDP and savings and
investmentrates. The forecast includes aggregate revenues and expenditures and the budget balance;
the regional government prepares a balanced bud&eén thoughit has borrowing powerst is yet

to exercise this mandateAny difference between its own revenuesdaprojected expenditte is
financed by thefederal government as subsidies (transfers/grantit)is projected that whilethe
regional governmer® awn revenue will hit ETB9 billion by 2020/2021 from ET®.6 billion in
2017/2018, totalexpenditure (capital and recurrent) will be at ETH.7 billion by the same peripd

from ETB/6.6 billion Thereare, however, no explanations of differences between forecasts #mel
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current yea® budget, as part of budget documentation submitted to tegional councilThat said,
the underlying assumptions together with the forecaate submitted to the regional council.

Dimension score = B

P114.3 Macro-fiscal sensitivity analysis

108. Over the last three completed fiscal yeaFs2015/2016, 20162017, and 20172018, the
macrafiscal forecast descriltkan assessment of the impact of various scenarios {bigeand low-

case scenarios) and the implication on the budget and the regional economy. That said, these
gualitative evaluations or reviewsere not containedin the budget.The absence of these sensitivity
analyses in the budget document (presented to the regional council) limits the ability of legislators to
critically ascertain the impact of government policies on each sector of¢baomy, especially the
impact on poverty reduction and service delivery sectors.

Dimension score €

PL15 Fiscaktrategy

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
PF15 Fiscal strategy D Scoring method M2
PFL5.1Fiscal impact of policy D The regional government prepares partial explanation o
proposals

budget implications on new policy initiatives and major
new public investments.

PF15.2Fiscal strateggdoption D The regional government does not produce a fiscal
strategy.

P+15.3Reporting on fiscal NA The development of a fiscal strategy is the responsibility

outcomes the federal government; therefore, this dimension is not
applicable.

109. This indicator provides an analysis of the capacity to develop and implement a clear fiscal
strategy. It also measures thability to develop and assess the fiscal impact of revenue and
expenditure policy proposals that support the achievement of the géV6riS y (1 Q& Mbfis@l £ I 2 I §
strategy is developed for theegional government

P115.1 Fiscal impact of policy proposals

110. Asindicated under element 10 of®Jthe regional government prepares and provideshe
regional council, partial explanation of budget implications on new policy initiatives and major new
public investments; these are included in the budget speech, but the estimates of the budgetary
impact of all major revenue policy changes and mafjtanges to expenditure prograrase not

Dimension score B
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P}15.2 Fiscal strategy adoption

111.

Oromia Regional State Government

expenditures and any fiscal balances that could arise out of net spending

Dimension score B

P115.3 Reporting on fiscal outcomes

112.
this dimension is not applicable

Dimension score = NA

Ongoing reforms

113. None

The development of a fiscal strategy is the responsibility of the federal governthergfore,

P16 Mediumterm perspective in expenditure budgeting

Summary of scores amerformance table

Indicator/Dimension |

Score 2018

Justification for 2018 score

gAGK LINGBQGAZ2dza @&

P16 Mediumterm perspective in D+ Scoring method M2

expenditure budgeting

PF16.1Mediumterm expenditure D The annual budget document presents estimal

estimates of expenditure by administrative, function, and
economic classification for the budget year onl
there is no mediunterm expenditure
perspective.

PF16.2Mediumterm expenditure D Aggregate and sector bureau expenditure

ceilings ceilings for the budget are approved by the
regional cabinet after the BCC is issued to
budgetary units.

P116.3Alignment of strategic plan: C The educational sector annual expenditure

and budgets policy,representing about 27.3% (by value) of
the entire regional government budget, is
aligned with the fiveyear ESDP V. The health
sector also prepares a fiwgear strategy, but this
is not costed.

P}16.4 Consistency of budgets NA The government does not prepare an MTEF;

therefore, it is not possible to analyze the
consistency of budgets to the previous year's
estimates.

The Oromiaegional governmentoes not produce and adopt a fiscal strategy document. A
fiscalstrategydocument outlines broad (aggregate) government parameien both revenues and

114. This indicator examines the extent to which expenditure budgets are developed for the
medium termwithin explicit mediumterm budget expenditure ceilings. It also examines the extent
to which annual budgets are derived from meditenm estimates and the degree of alignment

between mediumterm budget estimates and strategic plans.
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P116.1 Mediumterm expenditure estimates

115. The Oromiaregional governmentoes not preparea detailed MTEFIt, however, prepares
detailed annual budget estimates which show expenditure according to administrative, fungtional
and economic classifications. Programme budyghas not yet been introduced. Therefore, there is
no mediumterm perspective irthe expenditure framework.

Dimension score B
PI16.2 Mediumterm expenditure ceilings

116. ForFY2018/2019 (EC 2011last budget submitted to the regional council), BDf&Sued the
first budget calkircular (BCQ)n Februang, 2019 which was in line with the budget calenddhat
said, the MEFF and the aggregate expenditure estimates are submitted tedi@al cabinet for
approval including budgetary uni€sectorbureaus) ceilingsfor 2018/2019, these were approved
aroundthe first week ofMarch2019 after the issuance of the first BCC.

Dimension score B
P116.3 Alignment of strategic plans and budgets

117. The Oromi&SDP ¥Wated October 201%for EC2008;2012 GCFY20152016¢FY2019/2020) is
fully costed. According to the fiwgear plan, the total cost isstimatedat ETBL36.03 billiorf made

up ofaone-time capital investment cost &TB36.03 billion plus associated recurrent expenditure of
ETBLOObillion over the next five years. Wathe capital cost represents 26gercent the recurrent
cost is 73.5percent of the total estimated cost of the fivgear strategy. The education sector
represents 27.percenf (by value) of the total regional govenent budget. The annual expenditure
policy of tre education sector is aligned withe five-year ESDP V.

118. In the health sector, afive-year strategy dubbed theWealth Sector Growth and
Transformation Rn 1Qfor 2015/2016;2019/2020 has also beerdeveloped; however, it fails to
provide the estimated cost (both capital and recurrent) for the entire duration of theyiar
strategy That said, the annual action plan from which the budget is prepared is aligned with the five
year strategy.

Dimensiom score = C

P}16.4 Consistency of budgets with previous yedstimates

119. As indicated under F16.1, the regional government does not prepaeMTEF. The annual
budget estimate is only for one year (the budget year); therefiirés not possible to anabg or
comparethe consistency of budgets the previous yea® estimates.

Dimension score = NA
Ongoing reforms

120. None

8 Pages 96 to 99 of ESDP V dated October 2015.
9 EC-2011 budget (education-budget ETB-17.2 billion-of total regional- government-budget-of ETB-63-billion). 52
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PI17 Budget preparation process

Summary of scores and performance table

P17 Budget preparation D+ Scoring method M2

process

PF17.1Budget calendar D An annual budget calendar exists but all budgetary units d
not meet the deadlines for completirgstimates.

P17.2Guidance on budget B A comprehensive and clear budget circular is issued to

preparation budgetary units, covering total budget expenditure (capital

and recurrent) for the full fiscal year. However, the final
approved ceilings for thbudget year are issued after the
circular but before the completion and submission of final
budget estimates.

PF17.3Budget submission to D The executive has submitted the annual budget proposal t
the legislature the legislature after the start dhe fiscal year.

121. This indicator assesses the budget formulation process that allows for an effectidewap
and bottomup participation of theMinistries, Departments, and AgenciddA9, including their
political leadership represented lilge cabinet. It also assesses the extent to which the annual budget
preparation process supports the linkingtbe draft budget to public policy objectives. Dimensions
(i) and (ii) are assesseding te last budget submission, for B§18/2019 Dimension (iii) is assessed
on the basis of the last three approved budgetsat is,FY2016/2017, 2017/2018, 2018/2019

17.1 Budget calendar

122. A clear budget calendar exists as can be seen in Bab®however, the budget call for EC
2011 (®&FY20172018), which was supposed to be sdxdfore February 2018, was sent to Bls at the
beginning of April, one month late from the calendar. This im taffected the submission of the
budget estimates byIB and all Bls submitted their budget estimates in the months of May and June
(please refer to Tabld.14), which was late by one to two months from the calendar (April 15). The
budget call does notidf dzZRS OSAf Ay3 IyR . L& N8 NBIldzANBR (2
as the ceiling for the current year. This is because BdBEs notyet have the picture of the subsidy

to be allocated to theregion by thefederal government The federal govemment notifies the
estimated subsidy and final subsidy to BDRFound midJune and beginning of Julgspectively.

After receivinghesenotifications, BoFE notifies the budgetary units the estimated ceiling and final
ceiling. The temporary ceiling for the EFY 2011 (220K9) budget year was sent to the budgetary
units on June€0, 2018. Even though Bls are allowed at lesistveeks to prepare the budget aft
receiving the budget circular, the calendar is not generally adhered to in terms of meeting the
deadlines.

Table3.13 Budgetcalendar(Oromiaregionalgovernment)

Cycle/Part/Stage | Executing body | Time ofexecution \

Planpreparation
1. MEFF

1.1 Preparation of MEFF BoFb August 1§0ctober 30

1.2 Approval of MEFF BoFb November £15
2. PIP

2.1 Call for PIP BoFb November 1620

2.2 SubmisectorPIPs BoFB Before December 30

2.3 Analyze PIPs BoFDb and PBs January €30
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Cycle/Part/Stage | Executing body Time ofexecution
3. Announce threeyear budget subsidy BoFb Before February 10
4. Annualphysical activity plan
4.1 Prepare annual physical activity plans PBs Before February 28
4.2 Analyze annual physical activity plans BoFb March 1¢30

4.3 Approve annual physical activity plans

Oromia Council

Before May 30

Annualbudget

5. Analyze annual block grant subsidy allocation| BoFIP January §February 20
criteria
6. Announce initial ceiling BoFb Before February 28

7. Approve annual blodjrant subsidy allocation
criteria

Oromia Council

May 1¢10

council

8. Call for budget preparation and announce ceil| BoFbD Before February 28
9. Allocate budget based on the ceiling and PB April 1¢15

forward the budget request to BOFED

10. Organize budget griests and present to the | BoFD April 15xMay 20

11. Approve the endorsed budget

Oromia Council

Before May 30

implementation plan

12. Announce the final ceiling to PBs BoFb July £10

13. Announce the final ceiling teoredas BoFb July &7
Official approval

14. Approve the budget officially Oromia Council Before July 30
Implementation

15. Prepare budget using IBEX BoFb and PBs Before July 7
16. Announce budget to PBs using budget BoFb Before July 7
preparation forms

17. Prepare angresent physical and financial BoFP and PBs Before July 20

18. Budget implementation and administration

BoFb and PBs

July XJune 30

SourceBudget Department.
Note:PB =Public body.

Table3.14: Dates of submissions tthe BCC for the preparation of thEC2011budget

Name ofpublic bady

Submission date (EC) Submission date (GC

1 BoH September 162010 May 23,2018
2 Youth and Sport Affairs Bureau September 132010 May 20,2018
3 Labour and Social Affairs Bureau September 12010 May 8,2018

4 Culture and Tourism Bureau September 132010 May 20,2018
5 22YSy | YR [/ KAf RNBY (September 212010 May 28,2018
6 Agriculture and NaturaResources Bureau | August 222010 April 30,2018
7 Environment, Foresaind Climate Authority| September 92010 May 8,2018

8 Coffee and Tea Development Authority | September 212010 May 27,2018
9 Agricultural Research Institute September 72010 May 15,2018
10 Livestock and Fishery Resource September 152010 May 22,2018

Development Bureau

11 Rural Land Administration and Use Bureal September 82010 May 15,2018
12 Cooperative Promotion Agency September 72010 May 14,2018
13 Broadcast Network September 292010 June 62018
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Name ofpublic bady

Oromia Regional State Government

Submission date (EC

Submission date (GC

14 Public Service and Human Resource September 162010 May 23,2018
Development Bureau

15 Occupational Competence Assurance September 22010 May 9,2018
Agency

16 TechnicalVocational and Education September 162010 May 23,2018
Training Bureau

17 Communication Affairs Office September 32010 May 10,2018

18 Oromia State University October 52010 June 122018

19 Secretariat of Caffee Oromia September 162010 May 23,2018

20 Office of Auditor General September 82010 May 15,2018

21 Ethics and AmCorruption Commission September 92010 May 16,2018

22 Construction Bureau October 142010 June 212018

23 Supreme Court September23, 2010 May 30,2018

24 Justice Sector Professionals Training and| August 262010 May 3,2018
Legal Research Institute

25 Revenue Authority September 272010 June 42018

26 Urban Planning Institute October 112010 June 182018

27 Integrated Urban Lanthformation System | May 25,2010 May 2,2018
Coordination Project Office

28 Transport Authority August 92010 May 16,2018

29 Buildings Administration September 212010 June 282018

30 Trade and Market Development Bureau |June 212010 June 282018

SourceBudget Department
Dimension score = D
17.2 CGuidanceon budgetpreparation

123. TheBCCcovering both capital and recurrent expenditdos the full fiscal yeathat is sent to
budgetaryunits, is clear and comprehensive and explains the budget preparation and submission
procedures in detail. This is also confirmed by the Bureaus of Agriculture, Education, Hedlth
Urban Development and Housinthoughthe BCQloes not include approved cabinet ceilings for the
current budget yearBoFBPinstructsit KS 0 dzZR3ISGF NB dzyAda G2 dzasS (GKS
as the ceiling for the current year by making some adjustmigritse recurrent budget based on their
planned activities and giving priority to ongoing projects over new projects in the case of capital
expenditure. The final (cabinet approved) ceilings for the current budget yeahaveever, issued

before the completion and submission of their final budgstimates.

Dimension score = B
17.3 Budgetsubmissiorio the legislature

124. Thefederalgovernment notifies the final subsidy to thegion at the beginning of July, after
the budget of thefederal governmentis approved, which is around the end of Jwreearly July
Hence, the budget preparation of the region is completed and submitted to the council ithadlig,
after the beginning of the fiscal year (July 8). Tahl® 8hows the date of submission of the budget
to the legislature for the three years.
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Dimension score = D

Table3.15 Dates of submission of the bugkt to the regional council

Ethiopian Calendar | GregorianCalendar | |
2011 2018/2019 July11,2017
2010 2017/2018 July13,2016
2009 2016/2017 July8, 2015

Ongoingreforms
125. None

PL18 Legislative scrutiny of budget

Summary of scores and performance table

P18 Legislative scrutiny of C+ Scoring method M
budgets
P+18.1Scope of budget scrutiny B ¢CKS fS3IAatlrkidzNBEQa NBGJA S

aggregates for the coming year as well as the details
expenditure and revenue.

P+18.2Legislative procedures for C ¢KS fS3IAatlrddzNBEQa LINROSH
budget scrutiny areapproved by the legislature in advance of budget
hearings and are adhered to. However, public
consultations are not done. There are also no
procedures for negotiations.

P18.3Timing of budget approval C The legislature has approved the annbabget within
one month of the start of the year in the last three
fiscal years.

P118.4Rules for budget C Clear rules exist for igear budget amendments by the

adjustments by the executive executive and are adhered to in sonmstances. An ex

post suppementary budget approval was done in EC
2009 (GC 201@017) and EC 2010 (GC 204018).

126. This indicator assesses the legislative scrutiny and debate of the annual budget law as
described by the scope of the scrutiny, the internal proceduresdantiny and debatgand the time
allocated to that process, in terms of the ability to approve the budget before the commencement of
newfiscal yearlt also assesses the existence of rules feygar amendments to the budget without
exante approval byhe legislature

P118.1 Scope obudgetscrutiny

127. Theregional GTRI, which includes the MEF5 already approved by theegionalcouncil

(Caffee) so, it is not submittedeveryyear together with the next year budget estimat&sach year

only the revenue and expenditure estimates for tt@mingyear are submitted by the executive to

the council and these are reviewed against @TPhe budget eview (which includes active sdiny

and written comments)s done by the Budget and Public Expenditure Standing Committee and then

the council approves after hearing the budget speech made by the Regional President with some fiscal
L2t AOASAd ¢Kdzaz (KS f ®itikesidgirepaas®Qife coddh@yeddditheO 2 @S NA
details of expenditure and revenue.

Dimension score B
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PI18.2 Legislativgoroceduredor budget scrutiny

128. The functions, duties, and procedures for regioz@incil scrutiny of the budget arutlined

in Proclamation No. 201/2017 (A Proclamation Enacted to Redefine Organizations, Duties, Conduct of
0KS aSYOSNR | yR aSSiAy JAfter Nile® ByRhdzbBidet, theFPredide® of W/ | F F ¢
the Region sends the budgettioe council for legislative review and approval. The budget passes two
tiers of committee reviews before approval. The first review is done by a coordination committee
comprisng 12 membes (the heads of the 8 standing committees of the council, the speaker, deputy
speaker, 1 BoRRepresentativeand 1 representative from the concerned sector) and second review

is done jointly by the Budget and Public Expenditure Standing Committee anihistdation and

Legal Standing Committee. The council has one ecohamisthree legal adviss hired permanently

and they provide technical advice during the review process. These procedures are approved by the
council. Once the committee reviews are queted, the Budget and Public Expenditure Standing
Committee submits the budget for council approval. However, due to time constraint for review and
approval of the budget (the budget is submitted to the council after the beginning of the fiscal year),
no public consultation is conducteddlsq there are nonegotiation proceduresnor specialzed
committees to review the budgets @fRAG anthe judiciary, who are required by law teubmit their

budget requestslirectlyto the regional council instead &oFIb.

Dimension score = C

P118.3 Timing of budget approval

129. Becausehe final subsidy to thaegion is notified by thdederal government in July, the
budget cannot be approved before the beginning of fiscal yiwat, is, July 8. Table 3.16 showsthe
date of budget adoption by theouncil for the past three yearthey were approved within one month
of the start of the fiscal year

Table3.16: Budgetsubmissionto parliament andadoption (2016/201%2018/2019

Draft budget submitted to

Budgetyear regional council Budgetapproved by regional counci
EFY2009 £Y2016/2017) July8, 2015 July20,2015
BFY2010 £Y2017/2018) July13,2016 July17,2016
BFY2011 £Y2018/2019) July11,2017 July11,2017

SourceBudget Department.
Dimension score = C

P}18.4 Rules for budgeddjustments by the exutive

130. Articles 22 to 26 of Proclamation No. 156/2010 (A Proclamation tesiblish theFinancial
Administration of Oromia National Region&8tate Proclami@on No. 88/1997) and Amended
Proclamation No. 209/2018learly stipulate the rules for budget adjustmeccordingly, transfers

are not allowed from capital to recurrent budgétowever, transfers from recurrent to capital budget

are allowed. Transfers are also allowed from one recurrent budget to another, likewise from one
capital budget to another. BoBEapproves transfers between public bodies but public bodies are

allowed to make transfers within their own budgethis provision gives BdPEhe flexibility to

transfer budget provisions between sectors, programsd economic items. It also stipulates that
GadzlL) SYSyidl NB 06dzRISG  FLIIINRPLINARFGAZ2Y YI@& 0S8 | dz
recommendation of the council of regional administration (cabiget) ¢ KS NXzf S& I NB 3ISyS
to with respect to transfers between sectors, prograrasd economigtems but for some instances
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in terms of the executive increasing the original approved budBepost supplementary budget
approvasweredone inEC2009 andEC2010. The supplementary budgets £€2009 GC2016/2017)
and EC2010 (GC2017/2018)were ETB 5.8 billion and ETB 1.02 billion, which wenget@ntand 2
percentof the original budgetrespectively.

Dimension score = C
Ongoingreforms

131. None

PF19 Revenue administration

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
P19 Revenue administration C Scoring methodv2
P119.1 Rights andbligations for revenue B ORA (collecting 85% of regional government's
measures own revenues, excluding grants) uses multiple

channels (TV, radio, leaflets, and so on) to
provide payers with easy access to
comprehensive and ufp-date information on
the man revenue obligation areas and on right
of taxpayers including redress procedures.
These can be accessed on www.ora.gov.et.
P119.2 Revenue risk management C Currently, there is no comprehensive risk
management strategy. ORA usepartly
structured and systematic approach for
assessing and prioritizing compliance risks; ce
selection for tax audit is semiautomated with 1
selection criteriamostly manual.

P-19.3 Revenue audit and investigation C All planned audits were not completed. The
performance for the last year was 88% by vall

P119.4 Revenue arrears monitoring D The revenue arrears at the end of 2010
(2017/2018) were 12.5% of the total tax
collection for the year; however, tax arrears
older than 12 months were 89.7% of total tax
arrears.

132. The indicator assesses the procedures used to collect and monitor central government
NE@SydzSad ! I20SNYYSyiQa FoAfAdGe G2 02ttt SO0 NBOGE
133. ¢KS NBIA2YyIlf F20SNYYSYyidiQa NI hé&fetezd gokemmed 2 Y L2 4 SF
and other revenue The biggest share is from subsidy, which ipdtentfor the three years under

review. Tax revenue accounts for g@rcentand other revenuesgor 4 percentof the total revenue.

Table3.17 shows total revenue collen for the three years under review. The assessment of this

indicator sonly focusing on revenues (tax and nontax) under the purview and control of the regional
governmentthat is,22 percentplus 4percent= 26percentof total revenues to beonsiderel as100

percent Therefore, 2ercentof 26 percent= 85percent, and 4percentof 26 percent= 15percent
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Table3.17: Summary of total revenues for 2008 (2018J16) to 2010 (20172018) (ETBmillions)

Economic head | Actual | Percentage \
Taxrevenues
Tax on income, profiind capitalgain 22,341.8 16
Valueaddedtax 5,361.1 4
Excisd¢axes onlocallymanufacturedgoods 402.4 0
Salegurnovertaxon locallymanufacturedgoods 1,035.9 1
Servicgurnovertax 362.6 0
Stampsales andduty 718.6 1
Salegax onimported goods 280.5 0
Subtotal 30,502.9 22
Social contributions
Contributions topensionfund 1.0 0.0
Grants
Subsidytransferreceipt from MoF 104,170.3 74
Other revenue
Research andonsultant fee 7.4 0
Administrativefees andcharges 907.2 1
Sales opublicgoods andservices 3,371.5 2
Governmentinvestmentincome 656.7 0
Miscellaneousevenue 1,362.9 1
Sales ofmovable andmmovableproperties 1.1 0
Subtotal 6,306.8 4
Total revenue 140,981.0 100

PF19.1 Rights and obligations for revenue measures

134. ORA collects 85 percent of the regional government'stotal revenues, excluding
grants/subsidies fronthe federal government. ivas reestablished wittProclamation No. 175/2012

with the objective of establishing modern revenue assessment and collection system to provide
customers equitable, efficienand quality serviceenforce tax laws by preventing and controlling tax
fraud and evasionincrease thegovernment revenue in the regiprand promote voluntary tax
compliance by causing taxpayers to discharge their tax obligations through awareness creation. The
responsibilities of the authority also include establishment of a systerrenablestaxpayers © know

their rights and duties and to work continuously to create awareness. ORAliffeeent channels to
disseminate information on the main tax obligations and rights and redress processes and procedures
such aghe website www.ora.gov.e}, social mediaRacebook), bulletins and leaflets, stakeholder
meetings (this has not been conducted for two years), announcements aisiogpr van and weekly

TV program on OromiBroadcasting Network. The main tax laws, whigh be found on thevebsite

andare applicable in theegion,arethe following

Oromia Income Tax Proclamation No. 202/2009
Oromia Tax Administration Proclamation No. 203/2009

Proclamation No. 171/2012 Proclamation to-&eaend Amended Income Tax Proclamation
No. 74/2003 (About Sales Register Machine)

Proclamation No. 75/2008urn Over Tax Proclamation
Proclamation No. 285/200%alue Added Tax Proclamation

Proclamation No. 76/199kBxcise Tax Proclamation

= =/ =4 =1

Proclamation No. 686/201Gommercial Registration and Business Licensing Proclamation
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=

Proclamation No. 287/2002ax on Coffee Exported from Ethiopia (Amendment)
Proclamation No. 92/2008romia Regional State Mining Income Tax Proclamation

Proclamation No. 99/200BRuralLand Use Payment andAgricultural Income Tax Amendment
Proclamation

1 Proclamation No. 131/200RuralLandUsePayment andAgricultural Income Tax Amendment
Proclamation No. 99/205

Proclamation No. 77/200Administration Stamp Duty Proclamation

Proclamation No. 89/200% Prochmation toamend Oromia Regional Government Stamp
Duty ProtamationNo. 77/2004

1 Proclamation No0.175/20050romia Natioml Regional State Revenues Authority
Establishment

9 Proclamation No.567/200Baw and SeniProcessd Hides and Skins Export Tax

135. The laws are updatednd published on the website; though comprehensive, they appear to
be cumbersome for ordinary taxpayerfBhe Treasunpirectorate of BoFB provides guidelines on
nontax revenue collected by each sector &amand extrabudgetary unit; the current institutional
framework allows retention, usage, and reporting of nontax revergart from reporting on sector
collections, there is very little information to the public in terms of fee rates and applicablgeshar
The Tax Payer Education and Communication Directorate uD&¥is responsible for tgpayer
education and awareness to encourage voluntary compliance and impregayter registrationAs
statedearlier, the directorate conducts weekly Twograms but the town hall meetings for taxpayers
have been laggingThe mechanisms for administrative and judicial tax appeal are set out in the Tax
Administration Proclamation No. 203/2009. There are three tiers of tax appeal mechanisms:

1 Administrative nechanism through the different levels of structures wit@RA
An independent Tax Appeal Board
Court of lawg-regional high, supremeand cessation courts

136. The proclamation specifies the tax appeal procedures at each level. Appeailsitiaiéy
presented b a complant committee within ORA Any tayayer who is not satisfied with the
administrative decisions by theommittee has the right to appeal to the independent Tax Appeal
Board. Members of the board are the Regional President arelpiesentative, Director of ORA (has
no voting right), Regional Attorney General, BoFBureau of Tradeand Chamber of Commerce. A
taxpayer who is dissatisfied with the decision of the Board has the right to go to the Gfficials of
ORAhave indicaed thata majority of tax appeal cases are settled administrativéiat said, there
are no statistics to back this claim

Dimensiorscore = B

PF19.2 Revenue risk management

137. The tax registration system requires every taxpayer to hahsxpayeridentificationnumber
(TIN) and this is incorporated in thextadministration softwar&tandard Integrated Government Tax
Administration SystemSIGTASS Each taxpayeregisters for aTIN with the nationaidentification
throughthe automated fingerprint identification system and card production facility. It is not possible
to get trade license or form a company without having a TIN registraiifficials have indicated that
mostbrandiesareautomated except few wedas that are still using thrmanual system. The regiah

tax authorityhas not developed a risk management strategy; however, risk assessramtducted
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using 14manualcriteria, one of which includes tax compliance raBelection of tagayers for audit
is semiautomated with some human interfaamostly based on the 14 criteriAt least, every year,
the taxpayer database is updated but there still remaifea numbersof citizens and potential
taxpayers not captured.

138. Taxpayers aréividedinto three categoriesA, B and C based on their annual turnover and
categoiesA and B are required to maintain books of accounts. Hence, they are required to pay their
taxes on sselfassessment basis based on their financial reports, while category C taxpayers, which
are not required to maintain books of accounts, are required to pay presumptive tax as per a schedule
included within the Income Tax Regulation. From the nearly 400t@xpayers in the regions, 22,000

are category A, 27,000 categorya®d the remaining 350,000 category C. All tax payments are made
through direct deposit into the bank.

Dimensiornscore = C

P119.3 Revenue audit and investigation

139. Taxauditorsfrom ORAare placed in theonal, city, and, as per the new structure, at woreda
branches also. Currently there are 20 zonal and 18 city branches V@iiRfetavauditors are stationed.
Selection for audit is done base the risk assessment describadder P119.2, which is not fully
automated. An annuatompliance improvement plan (detailing revenue risk aresrsvell adraud
investigationand mitigation strategyis developed by the directorate and cascaded to the respective
branches ORA tax auditors conducteir audits based on the annual compliance improvement plan.
As shown irmmable3.18 in EFY 2010 (2012U18) the performance of the audit was §&rcentof the
plan. This has shown an improvement from the previgear; however, it is still not achievingsit
target. This has been attributed to shortage of manpower and low staff technical capaedi.of
nontax revenue is conducted by the Internal Audit Directorates of the respective budget entity and
extrabudgetary unit, with oversight by BoBHEnspections Directorate. That said, very little or no
activity takes place with regard to monitoring nontax revenues of eltrdgetary units.

Table3.18:Planned and performedamount targeted)audits in2016/2017 and2017/2018

Description Plannedaudit | Performedaudit | Percentageachieved
B-Y2009KY2016/2017)
Number oftaxfiles 15,248 12,928 85
Amount(ETB) 2,957,564,797| 1,559,957,535 53
B-Y2010KY2017/2018)
Number oftaxfiles 16,827 14,858 88
Amount 1,481,171,288| 1,297,253,824 88

SourceORAAudit Drectorate.
Dimensiornscore = C

P}19.4 Revenue arrears monitoring

140. The tax arreargdefined as taxes dut the regional government after the end of the fiscal
year)data are updated monthly and eacbfficer is assigned with a tpayer in arrears to follow up.
As shown in Table.B9, the stock of revenue arrears at the endBfY 2010 (2012018) was ETB
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1.486 billion, which is 12 fercentof the total tax collection for the year (E/F) and the revemurears
older than 12 months wer89.7 percentof the revenue arrears for the year {B)/E).

141. Itisaknown fact that effective revenue molzition is a major contributing factor to efficient
service delivery, and at a rate where 1pércentof the regional own revenues are in arrears, this will
have a negative impact on service delivery as the expected cash inflows will not be available to pay
for the required supplies and services time. That said, it appears the region sees less impact as 74
percent of its total revenues are from subsidies frahe federal government; the impact will be felt
where there are significant delays in actual transfers ftbmfederal government.

Table 319: Tax arrears for FY2010 (2022018) (ETBmillions)

Brought Actual Arrears Stock of Total tax
forward outturns in collected arrears at revenue
from 2009 2010 end of 2010 | collection
(2016/2017) | (2017/2018) (2017/2018) | for the year
C E
A B (A+B) (CL D) F

Amount 1,734 152 1,887 401 1,486 | 11,844
% of arrears 12.5%
% older 1,734 less 40£1,333=89.7%
than 12 1,486
months

Dimensionscore = D
P20 Accounting for revenue

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
PF20 Accounting for revenue D+ Scoring methodvi1
P120.1 Information on revenue collections B BoFD receives monthly financial reports from

all budget entities but excluding extra
budgetary units that report annually; these
reports include revenue (nontax) collections.
ORA (collecting 85% of total regional
government revenues excluding grants from t
federal government) also reports the collectior
on a monthly basis. The report details the taxe
collected into the different categories such as
income tax, VAT, and excise tax.

P120.2 Transfer of revenue collections D More than 75% of tax revenue collections are
transferred tothe BoFIP Treasury once a
month.

P120.3 Revenue accounts collections C The monthly reconciliation, done within four

weeks after the month end, does not include
assessments and arrears; recomtin only
covers collections and transfers tioe Treasury.

142. This indicator assesses procedures for recording and reporting revenue collections,

consolidating revenues collected, and reconciling tax revenue accounts. Accurate recording and
reporting of tax and nontax revenue collections is important to ensure all revenue is collected in

accordance with relevant laws.
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PF20.1 Information on revenue collections

143. Majority2 ¥ (0 KS NB 3 A pefcorioveNiiz & jhrdzSyeadsy isiderived from subsidy
from thefederalgovernmert, while tax revenue accounts f@2 percentand other revenues gercent

of the total revenue. This dimension assesses the revenue collection information that is received by
BoFbB and cannot be applied to the subsidy from tfedleralgovernment. As already indicated under
PF19.1, ORA collects 8percent of the region's revenue excluding subsidy nirahe federal
government the other 15percentrepresents nontax revenue$he total rezenue collection for the

three years under review was ETBO billim: ETB30 billion as tax revenueETB104 billionas
subsidiesand ETBS billionas other revenue (nontax)

144. BoFI receives monthlyfinancial reports from all budget entities but exduding extra
budgetary units thatreport annually; these reports includevenue (nontax) collectionsORA also
reports the collection on a monthly basis. The report details the taxes collected into the different
categories such as income tax, VAMd exdse tax.At the time of assessment (March 2019), tax
collection for February stood at ETB57 billion ETB1.24 billion from income tax, ETB.28 billion

from VATand ETB.15billion fromexcise duties.

Dimensiorscore =B

PL20.2 Transfer ofevenue collections

145. ORAhasthe head office branch, 20 zonal and 18 city branch offices. The zonal and city
branches directly deposit collections into the BBDHEeasury account, which constitute less than 25
percentof total collectionsThe bulk of colletion is done by the édadoffice branch; it has a standing
order with the CBE to transfer the balance in the revenue account once a month tB.Bdteecurrent
transfer arrangement could be resulting in some financial losses to the regional governméat in t
sense thathe CBE could be making profits by trading with the cash. Officials of ORAhbanever,
explained that the monthly transfer arrangement was necessitated by the fact @Ahas to
reconcile and refund all VAT accounts and any payablesxfmaiers before transferring the balance

to the BoFP Treasury.

Dimensiornscore = D

PF20.3 Revenue accounts collections

146. ORA prepares revenue reconciliation on a monthly basismitlur weeks after the previous
month, by reconciling the monthly collections, retention by the authority for VAT refund and other
taxpayer claims, and transfer the BoFIP Treasury. However, this reconciliation does not include
total assessments and arnesa Officials have identified this as a major weakness that requires redress.

Dimensionscore = C
PF21 Predictability ofin-yearresourceallocation

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
P21 Predictability of inyear C+ Scoring method N2
resource allocation
PF21.1 Consolidation of cash C The bank accounts at BdBRre consolidated on a
balances daily basis; however, other PBs send their bank
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Indicator/Dimension Justification for 2018 score

account balances as part of the monthly reporting a
these are consolidated by BdBEonthly.

P121.2 Cash forecasting and B Annual cash flow forecasts asebmitted to BoFB
monitoring and these are updated on a quarterly basis based o
actual inflows and outflows of cash. These are used
request cash from BoEEBoFDP on its part
consolidates the annual and quarterly cash flows
forecasts and uses it to request subsidy from the

federal MoF.
P121.3 Information on commitment C Blsreceive monthly expenditure commitment ceiling
ceilings (drawing limits) for general expéiture on goods and

services. Drawing limit for capital expenditure has n
specific frequency; it depends on submission of
completion certificates for works done.

PI21.4 Significance of ipear budget C Virements are frequent but based ounles. These
adjustments rules are generally respected; however, significant
budget adjustments are made as evidenced i2 B
and Pi2.2. Also, as indicated underB8.4, two ex
post approvals were made by the regional council
after the executive increased the omgl budgets for
EC 2009 and EC 2010; therefore, adjustments to
budget allocations are partially transparent.

Note:PB = Public body.

147. This indicator assesses the extenttbich BoFBis able to forecast cash commitments and
requirements and provide reliable information on the availability of funds to budgetary units for
service delivery. It contains four dimensiommension 21.1 assesses the consolidation of cash
balances dimension 21.2 examines cash forecasting and monitoridgnension 21.3 assesses
existence of information on commitment chargesd dimensior21.4assessesignificance of iryear
budget adjustments.

PI21.1Consolidation of cash balances

148. TheTreasury Directoratef BoFIB maintains two bank accounts known as Central Treasury
(main zero balance4] account) and SDG account. The SDG account is usedrisméustry Parks

funds that are transferred frorthe federalMoF. Other public bodies have three types of accounts, Z
account that is used fofreasury, B account used to make deposits such as internal revenue and
refunds and other project accounts as required. The Z accounts are cleared daily against the Central
Treasury account of BolEE

149. A partial TSA has been establishpdyviding an opportunity forthe BoFID Treasuryto view

and consolidate cash balancdaily. The TSA only covethe main Zaccount held at the NBE and
operated by BoHE and the sukZ accounts ab at NBEand operated by eacHBl; the TSA covers at
least 85percent(by value) of treasury balanceEhe main SDG account at BDFEconsolidated daily

with the main Z and sul accounts but the suBDG accounts at budget entities are not consolidated
daily; there ishowever, a monthly consolidation of all bank/cash baland&isthe time of assessment
(March 2019)the consolidatedcash balance stood at EPB/ billion.The current TSA framework
could result in some amount of cash residing with budget entities, not used, and thereby leading to
ineffective resource allocation and inefficient service delivery since other sectors enégcking
scarce resources.

Dimension score = C
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PF21.2Cash forecasting and monitoring

150. Article 30 of the Oromia Financial Administration Proclamation 186/2010 mandates alll
budget entities to prepare and submit an annual cash flow to BpERon which actual cash for
payment of expenditure shall be releasedter the approval of the annual budgandin line with the
annual procurement planThis is done in practice, after the approval of the regional annual budget by
the council (legislatie), usually between the second and third week of Jatythe beginningof the

new fiscal year. Article 27 of the law allo®ksto spend onetwelfth of the previous yea® approved
budgetif the council delays in approving the annual budget; this has ltkee practice all this while.

151. EachBlsubmits anual cash flow forecasts to Bdb;kipdated quarterly, based on actual cash
inflows and outflows. BoEEhen consolidates these cash flow forecasts, which are used as a basis
for requesting its annual approved grants (subsidy) from the federal government. The consolidated
cash flow forecast is also updated quarterly

Dimension score = B

PF21.3 Informatioron commitment eilings

152. At present, BoHEissues monthly drawing limits (expenditure commitment ceilingsBt®

The commitment ceilings are in line with the updated quarterly cash flow forecasts, providing reliable
information for expenditurecommitment. In principle, two types of expenditure ceilings are issued
(@ the first is for general drawing limit for goods and services dmdhe second is for capital
expenditure which has no specific frequency but only depends on submission of certificate of
completion for capital projects. Officials froBlshave indicated that the release of the general
drawing limit for goods and servicés timely but delays are sometimes experienced referencing
releases for capital projects.

Dimension score = C
PI21.4 Significance ofyear budget adjustments

153. Articles 22 to 26 of Proclamation No. 156/2010 (A Proclamation tesRblish theHnancial
Administration of Oromia National Regional State Proclamation No. 88/1997) clearly stipulate the
rules for budget adjustment. The law also states that transfers are not allowed from capital to
recurrent budget; it however, allows transfers from recurrertb capital budget.Transfers are also
allowed from one recurrent budget to another, likewise from one capital budget to ancBwe¥D is
authorized to approve transfers between public bodies and can delegate the power to make transfers
within the publicbodies to the hads of the public bodieg\s per thebudgetguidelines, transfers are

not allowed to be made within the firstixmonths of the fiscal year and transfer framne-line item
cannot be made more than onglut the frequency of virements is unlimited for different line items
These rules are generally respectbdwever, significant budget adjustments are made as evidenced
in P12.1 and PR.2; these reallocations follow the budget guidelind$e reallocatins, thus, affect

the original government policy for deliviag service to the people. This is also a sign of weak budget
planning and formulation. Also, as indicated undeil®H, clear rules for increasing the original
budget by the executive exist btliese are not always adhered;ttherefore, adjustments to budget
allocations are partially transpareniThe nonadherence to these rules resulted in two p@st
legislative approvals in EAD09 and E010.

Dimension score = C
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P22 Expenditurearrears

Summary of scores and performance table

P22 Expenditure arrears D+ Scoring method M1

P122.1. Stock of expenditure arrears D Stock of expenditure arrears is above 10%wia out

of the last three completed fiscal years. Actual
percentages as compared to total expenditure were
15.2%, 10.8%, and 9.2% in FY2015/2016, 2016/201]
and 2017/2018, respectively.

P122.2. Expenditure arrears A Data on the stock and compition of expenditure
monitoring arrears are generated quarterly within a month after,
the end of the preceding quarter.

154. This indicator has two dimensiordimension 22.1 assesses the level of stock of expenditure
arrears anddimension 22.2 examines tlieamework for monitoring expenditure payments arrears.

P122.1 Stock of expenditure arrears

155. Unpaid bills for goods, services and works received after-gmadrare recognized as grace
period payables and should be cleared within 30 days of the new fisaal Yhe other expenditure
arrears relating to capital expenditure are retentions payable to contractors which will be cleared
based on the progress of the project as payment certificates are receivedratie acceptance of

final work. The analysis belosxcludes retentions as these are not considered as expenditure arrears
since construction works are still in progresise analysishowever, includes salary and pension
arrears and longerm liabilities.As shown imable3.20, expenditure arrears are ale 10percentin

two out the last three completed fiscal years. Actual percentages as compared to total expenditure
were 15.2percent 10.8 percent and 9.2 percentin FY2015/2016, 2016/2017, and 2017/2018
respectively.

156. Undoubtedly, the accumulation of expenditure arrears, though reducing both in nominal and
percentage termsover the assessment periodtould be a contributory factor for poor and/or
inefficient service delivery as supplies will be reluctant to providenéeded services as required.
Accumulation of expenditure arrears could also send a wrong signal to supplies to hike their prices to
compensate for late payment; these could then increase cost of services.

Table3.20: Analysis of stock of expendite arreas

2015/2016 2016/2017 2017/2018
Total arrears (excluding retentions) 5,877,676,943.41 5,070,749,413.52 4,576,797,507.52Z
Total government expenditure 38,736,002,746.91 47,038,604,729.19  49,542,549,316.2]
% of arrears to totabxpenditure 15.2 10.8 9.2

SourceBoFIB Accounts [dectorate.

Dimension score D

PF22.2 Expenditure arrears monitoring
157. An ageing analysis report of the stock of expenditures arrears showing the composition and

type of expenditure is part of thmonthly reporting package that is preqal by the sector bureaus
and woredas of the region. Wedas submit monthly reports teones, which are part of the regional
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administration structure, andanes consolidate the mohty reports received from the wedas and
submit to BoFB on a quarterly basis. Regionadctor bureaussubmit monthly reports to BokE

BoFb then prepares quarterly consolidated report for the region which includes ageing analysis of
expenditure arrears, within a month after the end of theevious quarter.

Dimension score A

P23 Payrolicontrols

Summary of scores and performance table

P23 Payroll controls C+ Scoring method M1
P123.1 Integratiorof payrolland B There is no direct link between the personnel (HF
personnelrecords records and the payroll database. The payroll is

fully supported by personnel files and timesheets
OKSO1SR F3aFrAyad G§KS LN
The staff structure, grading, and salary scale are
approved by the Civil Service Bureau; however,
hiring of staff based on the approved posts is the
responsibility of each entity.

P123.2 Management of paoll changes A All staff changes such as hiring, termination, and
promotion is managed by the HRrectorate the
database is immediately updatednd the Finance
Directorate is copied in all the correspondence.
Changes are captured within the month they
occurred and retroactive adjustments are rare.
P123.3 Internal controbf payroll A Both the personnel and payroll management
processes are manual. The heaccathBland
extrabudgetary unit is the sole responsible office
with the authority to approve changes to personn
and payroll records in accordance with approved
civil service posts. This control process is clear &
sufficient for ensuring payroll integrity; chagg
result ina manual audit trail.

P+23.4 Payroll audit C No comprehensive payroll audit has been
undertaken within the last three years; however,
partial payroll audits are carried out as part of the
usual annual financial and compliance audit by
both internal and external auditors.

158. The indicator of payroll control is concerned with how the payroll is managed, how changes
to the payroll are controlled with responsibiljtgnd how the personnel records are aligned to the
payroll to promote prediability in the availability of resources when requested. The indicator
contains four dimensiongdimension 23.lassesses the effectiveness of payroll control, dimension
23.2 examines the integration of payroll and personnel records, dimension &&8sses the
management of payroll changesnd dimension 23.4 assesses the extent of payroll audits.

PI23.1 Integration of payroll and personnel records
159. The regionusesa decentralized personnel and payroll system in which €lcdmd extra

budgetary uriiis responsible for managing its own personnel and payroll. The staff structure, grading
and salary scale are appred by the Civil Service Buregwgwever, hiring of staff based on the
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approva posts is the reponsibility of each entityThere is no dact link between the personnel (HR)
records and the payroll databasEhe personnel database is maintained by tH&Directorate of each
entity. The Finance Directorate of each entity preparemthly payrollsbased on monthly updated
personnel data receed from the HRDirectorate this is also checked agairtbe previous montl@
data. Each employee sigasiaily attendance sheathecked by the head of department and submitted
to HR for vetting and approval before the payroll is prepaigaised on thisaformation, the Finance
Directorate prepares the payroll and processes the payments throagbank. The region uses
MicrosoftExcel to process payrgland monthly payments are directly transferred to employ@esk
accounts.

Dimension score B
P123.2 Management of payroll changes

160. All staff changes such as hiring, terminati@nd promotion are managed by the HR
Directorate the database is immediately updatednd the Finance Directorate is copied in all the
correspondence (letters) that are related to staff changes to enable prompt update when the staff list
is received from HR for monthly payroll preparatioti.changegas per civil service law are approved
by the head ofhe central government institutionqire captured within the month they occurred and
retroactive adjustments are rare, as confirmed by budggtinits. At the time of assessment (March
2019) retroactive adjustments were (percent as per the payroll data at BoBEand visited
institutions. Internal and external auditors of the regional government alsadatideport any findings

in this regard Analysis of sample exttaudgetary units also confirmed rare retroactive adjustments.
If an employee joins close to the end of the month after the payroll is processent, $igeis paid
separately within the month and no retroactive payment is made infthlewing month.Also,staff
who do not report to work for two weeks or more will have salarytransfers to their bank accounts.

Dimension score A

P123.3 Internal control of payroll

161. Both the personnel and payroll management proessse manual.The head oeachBland
extrabudgetary unit is the sole responsible officer with thefeority to approve changes to personnel
and payroll reords in accordance with approveilvil service posts. This control process is clear and
sufficient for easuring payroll integritandresultsin manualaudit trail, that is,any authorzed office

who works on personnel and payroll records signsgfirnng access to the filand entersthe date

the file was worked oriThe personnel database is maintainedHfy and the payratlataismaintained

by the Finance Directorate. Access fecords is restricted excegdor the responsible officer. All
changes to the personnel database are approved by the respebtiveau head and letters of
approval are kept byhe HR andhe Finance Directorate#\ review of both the internal and external
audit (refer to P430.3) reports Bowed no incidences of weak payroll controls; there were no adverse
external audit opinions with reference to payroll controls.

Dimension score = A

P123.4 Payroll audit

162. Internal audit is decentralizedhey conduct financiahnd complianceaudit as part of their
annualauditprograrms. Partial payroll audit is conducted as part of the finarana compliancawudit

in which the payroll is verified for correctness and triangulation is done with personnel records such
as monthlyattendance sheetsstaff contracts and promotion and salary adjustmentHowever, no
comprehensive payroll audit was conducted covering the staff structure, grading, salaryaschle
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head countover the last three completed fiscal yeaihe Regional Audr General also conducts
payroll audit as parbf itsroutine annualfinancial audit and the procedures are similathe internal
audit; it hasnot conducted a comprehensive payrallidit. Audit reports include no majgrayroll
findings. The most commofindings include arithmetical errors on payroll and salary paid wrongly to
terminated staffs, but these are rare

Dimension score C
PL24 Procurement

Summary of scores and performance table

Indicator/Dimension Justification for 2018core
P24 Procurement D Scoring method M2
P124.1 Procurement monitoring D Data on procurement are available; for

FY2017/2018, total regional government entities
procurement amounted to ETB 13.97 billion. The
information shows the purpose g@rocurement
and contract sum but fails to indicate who won th
contract. Further, there is no evidence to sugges
that the data are accurate and complete (audited
by ORAG or independently verified by the region
procurement authority).

PI24.2 Procuremehmethods D* Available data on procurement do not indicate th
method of procurement used.

P24.3 Public access to procurement D As shown in Table 3.21, only two out of the six

information procurement elements are published; these

include theproclamation and bidding
opportunities.

P124.4 Procurement complaints D The complaints management framework is not
management independent. It fails to meet criterion (i) of the
PEFA requirements but meets four other elemen
(ii, iii, iv, and vi) and p&ally (v).

163. This indicator focusesn the management of procurement expenditure and promotes
predictallity of resource availability. The indicator has four dimensions that focus on key
procurement managemenprocurement monitoring, transparency, openness and competitiveness
of procurement methods applied, public access to procurement informatind the mamagement of
procurementcomplaintsand redress arrangements.

PF24.1 Procurement monitoring

164. The regional procurement authority conducted a procurement process audit and issued a final
report dated SeptembeR8, 2018; the report revealed low technical cajigoof procurement staff,
inadequate procurement staff, and high turnover of procurement staff. The report also shows that 75
percentof budgetry units prepare full bid documents, 7Fercentof bid evaluations are done as per
standards, 83percent prepare full contract documents, and J3ercent are unable to prepare
procurement plansinformation obtained from the regional government procurement authority shows
that ETBL3.97 billion was spedron public procurement for allegional governmentnits as against
planned expenditure (as per procurement plans) of EX.B6 billion fof~¥2017/2018. Out of the actual
expenditure, ETB.08 was spent on goods, ETR4 billion on worksand ETE.65 bllion on services.
However, the information does not indicatého won the contracts; it only shows the purpose of the
contracts (what the contract was for) and the value of the contracts. Also, there is no evidence to
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substantiate the fact that the inform@n provided is accurate and complete; ither words there is
no independent verification by the regional auditor (ORAG) or the procurement authmwtycertain
the correctness of data provided
Dimension score = D
P+24.2 Procurement methods
165. In2017 (EQO009), anew procurement directive was issuéBirective No.01/2009) amending
the existing procurement threshold; the new thresholds are as follows:
1 National competitive biddingNCB andinternational competitive biddingCB
o Works: ETR0,000,000andabove
o Goods: ETB,000,000andabove
o0 Consultancy: ET8/000,000andabove
0 Other services: ETB000,000andabove

o Works: ETB00,000,00Gandabove

o Goods ETBE30,000,000andabove

0 ConsultancyETE,000,000andabove

0 Otherservices: ETB4,000,000andabove

Request for proposal (consultancy): E90B,000andabove
Restrictedbid

Works 5,000,000 4,000,000 3,000,000
Goods 1,200,000 1,000,000 800,000
Consultancy 700,000 600,000 500,000
Other services 1,000,000 750,000 500,000

1 Request foiquotation

Method Zone and Urban
. . Woredas
Administration
Works 500,000 300,000 200,000
Goods 200,000 100,000 80,000
Consultancy 120,000 60,000 50,000
Other services 150,000 75,000 50,000

9 Directbidding Up to ETE,000
166. Available data on public procurement do not indicate the type of procurement method used;

as indicated under F24.1, total procurement for FY2012018 amounted to ETB3.97 billion. About
29.2percentwas spent orgoods 51.8percenton works and the remaining 1percenton services.
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Dimension score B*
P124.3. Public access to procurement information

167. Article 6 of Publi®rocurementroclamation No. 157/2010 provides for public accessibility of
the law, directivesand any other public procurement information; these include procurement plans,
bidding opportunities, contracts awards, and data on resolution of procurement conglaidile
most of ths information is available at each budgey unit as well as the procurement regulatory
body, they are not made public. As shown in T&uk, only two out of the six procurement elements
are publishedfor central government entitiesthes include the proclamation and bidding
opportunities.

Table3.21: Publicaccess to procurement information

Element/ requirements ('\\?/el\'j) Evidence usedtomments
1. Legal and regulatory Yes | The legal framework is on the website
framework for procurement https://chilot.me/regionatlaws/oromianrs-
laws/proclamationno-157-2010the-oromia-nationat
regionatstate-governmentpublicprocurementand
property/ and http://www.oromiabofed.gov.et
Printed copies are also avdila at the regional council
2. Government procurement No EachBlpreparesanannual procurement plan; however,
plan theseare not published
3. Bidding opportunities Yes | Bidding opportunities are published in the regional
newspapers
4. Contract awardspurpose, No Information on contract awards not made public
contractor, and value)
5. Data on resolution of No Thereare data on resolution of procuremergomplaintsbut
procurement complaints these are not published. Samples of compiairesolved
includethe following:
1 January 172019- Education Bureauersus Asdem
Engineering and General Trading Plc
1 January 172019- Education BureauersusBurda
Druck Indian Pvt. Ltd
1 December 252018- Education BureauersusBurda
Druck Indian Pvt. Ltd
1 February 142018 Oromia Special ZonersusKichu
Micro Enterprise
6. Annual procurement No Though data on procuremeiatre available at each budgeted
statistics entity, thereareno comprehensive annual statistics on pub
procurement

Dimension score =D
P24.4 Procurement complaints management

168. Chapter XllI of Public Procurement Proclamation No. 157/2010 established the regional
procurement complaints mechanism; it outlines the legal structures for resoluticoraplaints. The

first step of complaints resolutions is at the budget entity level; the second is at the bureauhetel (

is, the complaints body). There is also the court process as the final stdmge Oromia public
procurement authority does not comlpi statistics on resolution of procurement complaints even
though the data exisat the procurement bureau/authority located at BAB:EAs indicated in Table
3.22 the complaints body meets five out of the six elements but fails to meet the most important
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element, which igriterion (i) onindependencethree out of five members are directly involved in the
process leading to contract award.

Table3.22 Elements ¢ procurement complaints framework

Elementstequirements (l\él/e'\ﬁ) Evidence usedzomments
Complaints are reviewed by a bod
which
(i) Is not involved in any capacity i No The complaints body is not independent as majority of it
procurement transactions or in the members are directly or indirectly involved in
process leading to contract award procurement.Three out of five members are directly
decisions involved in the process leading to contract awartie
membership of the body includes:
1 BoFDB/(chairperson)
1 Chamber of Commerce (membegr)
1 Budgeted entity (member)
91 Public Procurement and Property Disposal Agency
(member), and
1 OromiaPublic Procurement #thority
(member/secretary)
(ii) Does not charge fees that Yes | The complaints body does not charge fees for filing any
prohibit access by concerned complains.
parties
(iii) Follows processes for Yes | The complaints body adopts the processes for receiving
submission and resolution of complaints; the procedure in enshrined in the law (Articl
complaints that are clearly defined 62(1) of Procurement Proclamation No. 157/2010)
and publicly available
(iv) Exercises the authority to Yes | The procurement is halted until complaints are resolved
suspend the procurement process this is backed by Article 62(2) of Procurement
Proclamation No. 157/2010
(v) bsues decisions within the time| Partial | Article 62(5) of Procurement Proclamation No. 157/201(
frame specified ithe mandates the complaints body to issue decisions within
rules/regulations working daysMajority of cases are resolved within
stipulated time; delays are usually due to late submissio
of further evidence
(vi) bsues decisions that are bindin  Yes | The decisions of the complaints body arading to both
on every party (without) precluding parties. That said, any party is nmtecluded from seeking
subsequent access to an external legal redress
higher authority

Dimension score = D

P25 Internal controls onnon-salary expenditure

Summary of scores and performance table

Indicator/Dimension

Justification for 2018 score

expenditure

P25 Internal controls omon-salary

B+ Scoring method M2

P125.1 Segregation of duties

A The various PFM laws and regulations, including
the organizational structure, prescribe clear
segregation of duties across the expenditure
management process.

commitment controls

P125.2 Effectiveness of expenditure

B Expenditure commitment controls exist through
IBEX; it limits commitment to approved budget af
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Indicator/Dimension Justification for 2018 score

cash flow projections for most types of expenditu
but not to actual cash available.

P125.3 Compliace with payment rules B Compliance levels with regard to payment rules
and procedures and procedures are high; infractions do not exce
5% of total government expenditure according to
ORAG.

169. This indicator measures the effectiveness of generdkrnal controls for norsalary
expenditures. Specific expenditure controls on public service salaries are considere2BinTRE
indicator assesses segregation of duties, the effectiveness of expenditure commitment ¢anitbls
compliance with paymentules and procedures.

170. The assessment of this indicator covidrs central government, including budgaty units and
extrabudgetary units.

PL25.1. Segregation of duties

171. The orgardational structure of the regional government, budgst units, and extra
budgetry units clearly definethe responsibility of each officer (financial and/or nonfinanciahe
principalPFMlaw that governs internal control procedures and segregation of duties is the Oromia
Financial Administration Proclamation N&6/2010. Article 6 sets out the responsibilities of the head

of budgetary unit; he/she is responsible for ensuring proper use of public resources, safeguarding of
assets, proper and timely accountability and reportiagd providng overall leadership ifinancial
administration. The legal framework prescribes the segregation of duties among various financial
management procedures, including planning and budgeting, budget execution, cash and treasury
management, internal audifArticle 7 of Financial Admstration Proclamation No. 156/2010)
recording, accounting and reporting, and various stages of approval for expenditure commitment and
payment. In addition to the main PFM legal framework, other supporting legislation and directives
provide cleasegregation of duties; these legislatidipsoclamations)manualsand directives include

the following:

PublicProcurementProclamationNo. 157/2010
ProcuremenDirective No. 01/2009
CaslDisbursementManual 2010
PropertyAdministrationManual 2010
AccountingManual 2010

Internal Audit Manual 2005

=A =4 =4 4 4

1 Government Fixed Assets Management Manual

Dimension score = A

P125.2 Effectiveness of expenditure commitment controls

172. The Financial Administration Proclamation No. 156/2010 (Article 31) stipulates that no budget
entity can commit for expenditure unless there is an approved budget to that effeate the annual
budget is approved by the regional council, it is uploade UBEX (financial management software).

At present, IBEX has been rolled out to all budgetinits at regional sector bureauzones, and
woredas; therefore, the same expenditure commitment mechanism is applicable adiwsboard.
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Also, most extrdbudgetary units use IBEKo date, IBEX only limits expenditure commitmiemtmost
types of expenditurgo approved budget and also based on the cash flow foregasjections), but
not to actual available cash, thereby allowing expenditure commitment where there is ntecatig
to accumulation of expenditure arrears (see22l1)

Dimension score = B

P125.3 Compliance with payment rules and procedures

173. Complance leved with regard to payment rules and procedures are high, as confirmed by
ORAG, especially on payroll controls and cash management, but with some exceptions on public
procurement and advances. ORAG estimates thatcwnpliance to financial rules and regutats

do not exceed Percentof total government expenditure. THaspectionDirectorate of BoFB puts

the compliance level at a little above @@rcent Exceptions are rightly authaed and justified.

Dimension score = B

Ongoing reforms

174. Training iseing delivered on cash management and expenditure procedures as an ongoing
reform.

P26 Internal audit

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
P26 Internal audit C+ Scoring method M1
PI26.1 Coverage of internal audit B Internal audit covers an average of 85% by valug
for both revenue and expenditure.
PF26.2 Nature of audits and standards C The most recent internal audit manual dates bac
applied to 2012/2013 (EC 2005) with little comfoity to

ISPPIA, that said, internal auditors are trained at
least yearly on some aspects of ISPPIA. Again, n
than 90% of internal audit activities focus on
financial and compliance issues.

P126.3 Implementation of internal audits B Avalable statistics show that 77% of planned aug
and reporting programs are completed. Quarterly internal audit
reports are issued to heads of the audited entity
and BoFB Inspecton Directorate.

P126.4 Response to internal audits C At least 55% by value afidited entities provide
timely response to audit queries within one mont
this has also been confirmed by ORAG.

175. International good practice iRPFMIlooks for the operation of internal audit as a service to
management, with the functiomf identifying ways of correcting and improving systems, so as to
improve the efficiency, economgnd effectiveness of the delivery of public servicHsis indicator
assesses the standards and procedures applied in internal audit and contains four dimensions dealing
with the coverage of internal audit, the nature of audits and standards applied, implementation of
internal audit plansand the response to internal audigports.

176. The assessment of this indicator covers central governmBésand extrabudgetary units.
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P126.1. Coverage of internal audit

177. Internal audit functions are governed by Article 7 of the Oromia Financial Administration
Proclamation No. 157/2010.c8ording to the law, internal auditors are responsible for conducting
periodic audits to ascertain the proper use and safeguarding of public assets, prepare reports at
specific intervals for the attention of the head and management of budget and -butiget
institutions, develop audit plans and programs, and monitor the implementation of recommended
remedial actionsA new law (Proclamation 207/2011) was promulgategatmong othersguarantee

the independence of internal auditors as part of efforts to improve efficiency

178. Thelnspecton Directorate at BoFBis the regulatory body for internal audit functions across
the region. It provides periodic training and evaluation of inteenalit activities Presently, there are
52 regional sector baaus, 21 zones, 336oredas/city administration and 9public enterprisesBoth
the city administrationsand woredas use the poo{centralized) system of accounting and auditing,
meaning woreda sector offices have no hysical presence of internal auditorEach of these
institutions has an internal audit unit, though functional but lacks the requisite technical caghisty
was also confirmed b® RAGAIso, the vacancy rate standstween25 percentand 35percent ORA
collects85 percent(representing only tax revenues) of total regional government revenues (tax and
nontax), excluding grants and subsidies frtra federal government; th remainng 15percentis
nontax revenue collected by regional sector bureadAsrevenue is considered a higbk area, it has
better audit coverage, currentlybmut 90 percent across all sectors (for both tax and nontax)
Expenditure coverage varies acrale board; it ranges fronY0 percentto 80 percentaccording to
officials

Dimension score B

P126.2 Nature of audits and standards applied

179. The most receninternal audit manual used by internal auditors relates ta2Ba5 GC 2013

and has little compliance with International Standards for the Professional Practice of Internal
Auditing (ISPPIA), the latest ISPPIA was dated 20i4.saidthe InspectionDirectorate of BoFB

(the regulatory body) conductsaining for all internal auditorgt least once a year based on some
aspects othe 2016 ISPPIA. A review of both HX10 andEC2011 internal audit plans shows that at
least90 percentof internal audit activities focus on financial and compliance audit, with very little
activities on systems audit. Over the last three yearsinfimrmation technologyI) audit has been
conducted;also, thelnspectionDirectorate has jusbegun(late 2018 coveringnine zones andour

city administrationy some performance audit in thggromoting basic servi€gsectors which include
agriculture, education, health, wateand rural roads; these pafmance audits are still ongoing.
ORAG did indicate that it places less reliance on internal audit work due to quality of reporting and
technical staff capacity.

Dimension score = C

P126.3. Implementation of internal audit and reporting

180. Eachinternalaudit unitprepares and submrstan annual internal audit plan to BoBEBoFB
reviews these plans and also makes irgpuito eachinternal audit plan to ensure they address
relevant audit issuesThe analysis as shown in TaBl@3indicates that on averagé7 percent of
planned audits are completed; each internal audit unit prepares quarterly reports and submits a copy
to the head of institition and thelnspectionDirectorate of BoFB for review and comments. Copies

of these reports are made availalite ORAGon demand usually during external audits.
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Table3.23: Analysis of audits completed against planned activities FY2017/2018

Activity Planned audits Actual audits % completion
Treasury, revenueand cash count 36 30 83
Expenditure management 79 55 70
Procurement compliance 23 20 87
Asset ancbroperty management 20 16 80
Total 158 121 77

Dimension score = B

P126.4. Response to internal audits

181. The regionalFnancial Administration Proclamation No. 157/2010 (Article 67) outlines
stringent measures in terms of penalties for roompliance to financial rules and regulations in
addition to heads of institutions failing to provide appropriate response to both internal and external
audit queries. While there are mnsolidatedstatistics to ascertain the level of response to intdrna
audit findingsfor all central government entitiesevidences obtained from BoFERBoH BoE, Oromia
Urban Developmentand Housing Bureau, @\ ORA and Oromia Government Cadastre
representing about 5%ercent by valueof audited entities provide timely response within one
month after the issuance of the reportsRAG has also confirmed that there has been improvement
in response to audit findings over thastthree years, mainly due to the involvementtbe regional
anticorruption agency and aitney general for followup on criminal activities.

Dimension score = C

P27 Fnancial data integrity

Summary of scores and performance table

PF27 Financial data integrity B+ Scoring method N2

PL27.1 Bank account reconciliations B Bank account reconciliation for all active central
government accounts is done monthly within four
weeks from the end of the month.

PF27.2 Suspense accounts NA | Not applicable.

P}27.3 Advance accounts A Advance accounts are reconciled monthly but the
still remain uncleared balances (excluding advan
to contractors) amounting to ETB 2.1 billion as at
June 30, 2018, representingp@ut 3.7% of total
actual government revenues. Therefore, more th
90% are cleared timely.

PI27.4 Financial data integrity process B The region uses IBEX for financial recording and
reporting and users are given a password, and u
rights are defined for each user by the IT
Administrator. The system resultsam audit trail.
However, the system fails to prompt for change i
user passwrd.
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182. This indicator assesses the extent to which treasury bank accounts, suspense accounts, and
advance accounts are regularly reconciled and how the processes in place support the integrity of
financial data. It contains four dimensions. Dimension 28sesses the extent and frequency of bank
reconciliations for the central government accounts, dimension 2&8essegeconciliation of
suspenseaccounts, dimensio27.3 measurs the frequency of reconciling advance accoyraad
dimension 27.4 measures the financial data integrity processes.

PI27.1 Bank account reconciliations

183. Bank reconciliation reports are instituted as one component in the monthly reporting package
that is prepared and submitted to BoBby allbudgetry units; other central government institutions

and extrabudgetary unitsalso prepare monthly bank reconciliati@atements,but these are not
submitted to BoFB. Therefore all public bodies prepare bank reconciliations on a monthly basis
within four weeks from the end of the month. The regional treasury accounts (account B and Z) at
BoFb are reconciled mostly each day but a complete reconciliation is carried out monthiy ¥aur
weeks after the end of the previous month.

Dimension score = B

PF27.2Suspense accounts

184. This dimension is not applicable as there apssuspense accounts
Dimension score KA

PI27.3Advance accounts

185. As per the financial rules of the region, all staff advances are required to be cleared within
sevenRl 8a 2F NBOdzNYy FyR AF y20 aSatidt SR Al @At
in practice, this rule is respecteddvances to contraots for capital projects are reconciled when
payment certificates are presented review of the financial records tfie BoA BoE and Bdd
indicated that therewere no supplier advances and payments are made on receipt of goods and
servicesAdvance reconiliation reports are prepared monthly and submitted to BDRE part of the
monthly reporting package and these are consolidated by BoFBere arehowever, uncleared
advances amounting to ETBL billion as at Jun®0, 2018, representing about 3.Fercentof total

actual government revenue f@017/2018

186. As service delivery requires availability of cash for payment of expenditure, the continuous
accumulation and nowacquittal of advances translates into inefficient resource allocatigmich is
likely to have a negative impact on efficient service delivery.

Dimension score A

P27.4 Financial data integrity process

187. The region uses IBEX for financial recording and reporting and users are given a password
rights are defined for each user by thE Administrator. ThéBEXsystem results iran audit trail.
However, the main concern with regard to financial data integmitycesgelates to where the system

fails to prompt users to change their passwords periodically and accouritdatgiewed confirmed
that they have never changed their passwords for years.

Dimension score = B
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Ongoing reforms
188. None

P28 In-year budget reports

Summary of scores and performance table

P28 Inyear budget reports C+ Scoring method M1
P128.1 Coverage and compatibility of A The inyear budget execution reports include
reports revenue and expenditure according to type; they

allow direct comparison between approved budg
estimates and actual expenditure by detailed
economic and administrative classification (for
both recurrent and capital expenditure) and sour
of funds; the reports also show transfers to zones
and woredas.

P128.2 Timing of iryear budget reports B BoFbB consolidates budget entity reports every
quarter within a month after the end of the
previous quarter but does not circulate the
consolidated report to budget entities. However,
each budget entity has direct access to IBEX ang
generates its own Hyear reports for management
use.

P128.3 Accuracy of igear budget reports C Concerns regarding data accuracy exist but they
are neither highlighted in budget entity reports ng
in consolidated BoREeports. One major concern
that remains unresolved is the orsgtatement of
revenues in the consolidated BdbEeport;
transfers to budget entities are recorded as
revenues by budget entities and these are not se
off against regional subsidies/grants to budget
entities.

189. This indicator assesses tkemprehensiveness, accura@nd timeliness of information on
budget execution. hyear budget reports must be consistent with the budget coverage and
classification to allow monitoring of budget performance and if necessary timely use of corrective
measues. It contains three dimensions. Dimension 28.1 assesses coverage and comyatibilit
reports, dimension28.2 assessesiming of inyear budget reportsand dimension28.3 assesses
accuracy of iryear budget reports.

P128.1 Coverage ancbmpatibility of reports

190. Each budgetry unit prepares and submits monthly reports to B&FHhese reports are
directly generated from the IBEX financial reporting module. The reports include revenue and
expenditure according to type; they allow direct coanigon between approved budget estimates and
actual expenditure by detailed economic and administrative classificgfmnboth recurrent and
capital expenditureand source of fung the reporsalso showtransfers to zone'§ and waedascity

10Zones are branches of the regional government; therefore, zone education office is & bffice (deconcentrated
unit)-of the regional sector-education-bureau- 78
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administraton. Woredas submit mothly reports to the respective zones and thenegsconsolidate
and submithemto BoFIP each quarter.

Dimension score = A

P128.2 Timing of iryear budget reports

191. As indicated under F28.1, each budget entity submits monthigport to BoFPB within four
weeks after the end of the previous montBoFP then consolidates these reports every quarter
within a month after the end of the previowguarter butdoes not circulate the consolidated report

to budget entities However, @achbudget entity has direct access to IBEX and generates its ewn in
year reports as described P128.1, with analysis on the usage of the budget and explanations for any
deviations thereon. The consolidated report of the regional government is also sedniitthe
federalMoF.

Dimension score B
P128.3 Accuracy of igear budget reports

192. The IBEX financial reporting system captures expenditures at both commitment and payments
stages; the system rejects unapproved commitments. However, the morghbyrts generated and
submitted to BoFB by each budget entity do not show commitments but expenditure at payment
stage. Concerns regarding data accuracy exist but they are neither highlighted in budget entity reports
nor in consolidated BoREreports. Onemajor concern that remains unresolved is the overstatement

of revenues in the consolidatdBloF D report; transfers to budget entities are recorded as revenues

by budget entities and these are not s&f against regional subsidies/grants to budget enstie

Dimension score €
P29 Annual financial reports

Summary of scores and performance table

Indicator/Dimension Justification for 2018 score
PF29 Annual financial reports C+ Scoring method M1
PF29.1 Completeness of annuitancial C The eports contain the budgeted amounts
reports compared withactual outturnsfor both revenues

and expendituresThey also contain some financiz
assets such as cash and bank balances, advanc
and receivableddowever, the repol donot
include tangible assetdixed assets)guarantees,
contingent liabilities, andther financial assets
such as shares and investntsin Sds.
Information on extrabudgetary units is also not

included.
PF29.2 Submissions of reports for extern B The financial reports for EC 2010 (202@19) were
audit submitted to the Regional Auditor General on

November 5, 2018, which vgithin four months
after the close of the fiscal year ended July 7, 20
P+29.3 Accounting standards C The consolidated financial statements of the
regional government for FY2015/2016, 202617,
and 2017/2018 were prepared based on modifie(
cash basighis has been consistent over time and
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Indicator/Dimension Justification for 2018 score

in accordance with th&inancial Administration
Proclamation No. 156/2010.

193. This indicator assesses the extent to which annual financial statements are complete, timely,
and consistent with generally accepted acctng principles and standards. This is critical for
accountability and transparency in the PFM system. It contdinset dimensions. Dimension 29.1
assessesompleteness of annual financial repgrimension29.2assessesubmissions of reports for
external audif and dimension29.3 assesss the accounting standards used to prepare financial
statements.

PF29.1Completeness of annual financial reports

194. Article 59 of the Oromia Financial Administration Proclamation186/2010 prescribes the
contentof consolidatedannual financial statements. According to the law, the report should include
(@ financial transactions on revenue and expenditurk) ¢lebt, €) contingent liabilities, d)
guarantees, ) transfers/subsidiesfY accounts on special fundfg) assets, andhj liabilities.Table
3.24 outlines the content of the annual financial statements. Tleearts contain the budgeted
amountscompared withactual outturnsfor both revenues and expenditureBhey also contain some
financial assets such as cash and bank balances, advances, and recdil@ir, the repod do

not include tangible assetfixed assets)guarantees, contingent liabilities, anther financial assets
such as shares and investntsin Sds.

Table3.24 Information contained in annual financial statement

Financial heading Subfinancial heading . Pr_esence N
financial statements
Revenue Directtax Yes
Indirecttax Yes
Investmentincome Yes
Nontaxrevenue Yes
Grants Yes
Expenditureandtransfers Personnekmolument Yes
Goods andervices Yes
Interests Yes
Investments Yes
Losses No
Statutorypayments Yes
Subsidies anttansfers Yes
Assets Cash andbank balances Yes
Advances Yes
Publicloans(receivabl¢g Yes
Equity andother investments No
Revenuearrears No
Tangibleassets No
Liabilities Publicdebts (domestiy Not applicable
Publicdebts (foreign Not applicable
Longterm borrowings Not applicable
Suspensaccounts Not applicable
Contingentliabilities No
Guarantees No
Expenditurearrears No

SourceBoFP Consolidated Annual Financial Statements June 30, 2018.
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Dimension score €
P129.2 Submissions of reports for external audit

195. The Financial Administration Proclamation No. 156/2010 requires all public bodies to close
their accounts and submihem to the Auditor General within three months of the end of the year.
However, it does not mention the date the consolidated accounts should be submittexktemal

audit, except that the said consolidated accounts shall be submitted to ORAG before the end of the
next fiscal yearAvailable evidengenowever, suggests thathe consolidatedfinancial reports folEC

2010 (20182019) weresubmittedto the Regional Auditor GenerlDRAGPn November 5, 2018,
which is withinfour months after the close of the fiscal year englJuly 7, 2018.

Dimension score = B

P129.3 Accountig standards

196. The consolidated financial statements of the regional government F®015/2016,
2016/2017, and 2017/2018 were prepared based on modified cash basis; this has been consistent
over time and in accordance with the Financial Administration Proclamation No. 156/2010. It should
be noted that the regional government adopts tlsame federal governmerfinancial reporting
standards Presently, therds no indication referencing the adoption ¢fiternational Public Sector

Accounting StandarddRSAJ also, any such consideration will have to be driven by the federal
government.

Dimension score = C

PILIAR VIIExternal scrutiny and audit
PE30 External audit

Summary of scores and performance table

PF30 External audit D+ Scoring method M1

P130.1 Audit coverage and standards C The current audit coverage is 63% (by value for
both revenue and expenditureThe audits are
performed in accordance with ISSAI standards
issued by INTOSAI, and ORAG uses AHROSAI
auditing manuals. The audit reports highlight
significant issues such assupported payments,
non-compliance to procurement rules, and
weaknesses in property management.

P130.2 Submission of audit reports to the C ORAG audit reports are submitted to the regiona

legislature council between eight and nine months after
receiptof consolidated financial statements from
BoFb.

P130.3 External audit followp C The audited entity submits a comprehensive

management letter, including evidence of action
applicable. However, this does not include extra
budgetary units a©RAG does not cover their
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Indicator/Dimension Justification for 2018 score

financial audits due to limited financial and huma

capacity.
P130.4 Supreme Audit Institution D ORAG has full and timely access to public data.
Independence of the principles of independence, the following
are not met:

1 Righ and obligation to report its work,
and the freedom to decide the date and
timing of audit reports and to publish and
disseminate them.

1 Freedom to decide the content and timin
of audit reports and to publish and
disseminate them.

1 Financial and managerial/administrative
autonomy and availability of appropriate
human, material, and monetary resource

197. This indicator assesses the quality of the external audit in terms of the scope and coverage of
the auditandadherence to appropriate audit standards (including independence of the external audit
institutions). The timeliness of submission of audit repoit the legislature is also important in
ensuring timely accountability of the executive to the legislature and the public, much as it is for a
timely followrup of the external audit recommendations. The assessment covers the central
government institutios including all agencies and extradgetaryunits and focuses on the latiiree
fiscalyears

P130.1 Audit coverage and standards

198. The AuditProclamation No. 154/201@&s amendedyrants the Auditor General the power to
carry out or cause an audit on the accounts of government offiBés extrabudgetary units and
SoEpand development organizationt® be carried outso as to ensure that the resources of the
nationalregionalgovernment are sedonly forthe benefits of the public and that it brings about the
required resultln 2012,0RAG decidetb limit its audit activities (both actual audit and supervision
of SoEs audits done by independent auditors in accordance with Sabligsinent laws) to only
budgetary institutions due to bothapacityand financiatonstraints.

199. The current audit coverage is @&rcent(by valuefor both revenue and expenditujeThe
audits are performed in accordance wititernational Standard for Supreme Audit InstitutiofSAl
standards issued binternational Organization of Supreme Audit Institutiof$TTOSAJ] and ORAG
uses African Organization of Engli@peaking Supreméudit Institutions AFROSAE) auditing
manualsThe auditreportshighlight significant issues, as outlined undeB@I3.The 2016/2017 ORAG
performance report indicates that @ercentof the reports were unqualified, 70ercentqualified, 18
percent adverse and 4 percent disclaimer'! ORA@ plan was to cover 828 government entities
(budget, extrabudgetary and SoEs) by 017 GC2024) but this target appears to be elusive mainly
due to the current financial and human capacity constrai®d®AG hafur branch offices throughout
the region and annually covers all sector officestedas, and cities. Staffing remains a challenge; out
of 360 required auditors as per the orgaational structure, only 205 positions (pércen) are filled.
Table 325 shows the planned and performed audit in the past yeal®ut 72 percent(by number)
was peformed in 2015/2016 and 78ercent(by number) was performed in 2016/201The limitation

in both human and financial resources could have serious repercussiandernal auditoutput and

11 ORAG annual performance report for EC 2009 (2016/2017).
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outcomes especially where proper external scrutiny is neededrégk resources deliveretb and
received by primary service delivery units.

200. Therehavenever been external quality assurance reviews conducted by AFREOBAther
institutions but ORAG established an internal quality assuratheg,is, peer review mechanism in
which each director reviesaudit files of other directors every six months. A quality assurance policy
manual is developed in coordination with did Ababa, Amhara, SNNRRd Benishangul Gumuz
Regions but this is not yet implemented.

Table 325: Plan and performance of audits fd&=Y2008KY2015/2016) andE-Y2009KFY2016/2017)

Number of planned audits Actual audits performed Percentag
2008 2009 2008 2009 2008 2009
(2015/2016) | (2016/2017) | (2015/2016) | (2016/2017) | (2015/2016) | (2016/2017)
Financial 358 315 259 248 72 79
Followup 300 229 244 130 81 57

Note:2017/2018 ORAG performance not yet completed.

Dimersion score €

P130.2 Submission of audit reports to the legislature

201. TheHRnancialAdministrationProclamation No. 156/201@equires alBlsand extrabudgetary
unitsto close their accounts and subntite sameto the Auditor General withitthree months from

the end of the fiscal yeaHoweverthe same law provides wide latitude for B&r®& submit the
consolidated accounts to ORAG, bhis must be done before the ehof the next fiscal year. The audit
law (Article 21(7) ofProclamation No. 154/20X0A Proclamation to amend Proclamation No.
90/2005t Proclamation to Restablish the Office of Oromia National Regional State Auditor General)
is more specific, requiring BaBEo submit the consolidated accounts to ORAG not later than EC
January 7 (which sixmonths after the end of the fiscal year July Kijticle 16(15) of the audit law
says that ORAG shall submit its annual audit repdrtgpaernment finances of the current fiscal year
to the regionalcouncil not later than EC July 7 of the next fiscal year.

202. At present, there is no transmittal letter that accompanies ORAG audit reports tegfienal
council. That said, botl®WRAGand theregionalcouncil have confirmed that theomsolidated audit
reportsreceived in the last three completed fiscal yeatst is, for FY2014/20152015/2016 and
2016/2017 were receivton EC July 7, the day thegionalcouncil convenes for its first session. From
the time ORAG receiveall three (FY2014/2012015/2016 and 2016/2017 consolidated financial
statement (which was in Novembegach yea) to the time ORAG submitted its audit reports to the
regionalcouncil, the time lag is betweerightandnine months.

Dimension score €

P130.3 External audit followp

203. The audit procedures start by folleup of the previous ye& audit findings The audit report

of ORAG contains two partsurrent yea@ findings and followup of previous yed2 findings. ORAG
also reports tothe oouncil quarterly; these are discussed by the Budget and Public Expenditure
Standing CommittedPAC and other committees also consider audit findings aglsueissiortopic

with the concerned entities. Proclamation No. 154/2020P¢oclamation to amend Proclamation No.
90/2005) Proclamatiomo Reestablish the Office of Oromia National Regional State Auditor General
requires audited entities to take corrective actions and reghe same within 30 days from receipt

of the report. ORAG indicated thas standard timeframe for executive response is within 5 days of
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receipt ofamanagement letter; nonethelesall audited entities providawritten response between
15 to 30days.As per the2015/20160RAG audit reporthe recurring issueare highlighted inTable
3.26.

Table3.26: ORAQepetitive findings

Finding Amount (ETB)

Unsupported payments 34,058,852
Payment made above the contract value 20,993,701
Uncollectible profit tax and VAT in Adama City 112,405,796
Transaction recording error 109,167,932
Unidentified receivables Not quantified
Weaknessem property management Not quantified
Spending for unbudgeted line items Not quantified
Total 276,653,281

SourceORAG audit report on 2013016 consolidated financial statements

204. It should be noted that, presently, ORAG does not cover the financial ausiitteshnd extra
budgetary units due to limited financial and human capadiydit follow-up has been decreasing in
the last three completed fiscal years, and as per available data, audit fopdell from 85percentin
2014/2015 to 8Ipercentin 2015/2016 ad then to 57percentin 2016/2017.

Dimension score €

P130.4 Supreme Audit Institution independence

205. The review indicated thétve of the eight principles of independence were mets shown in
Table 327. The principles which were not fully met we&ed the right and obligation to report its work

and the freedom to decide the date and timing of audit reports and to publish and disseminate them;
(b) the freedom to decide the content and timing of audit o#ts and to publish and disseminate
them; and (¢) financial and managerial/administrative autonomy and availability of appropriate
human, materialand monetary resourcesn practice, ORAG has full and timely access to public data.

Dimension score B

Table3.27: Independence of ORG

Element/Requirements ‘ (I:(A/e,\'j) ‘ Evidence usedComments
Existence of an appropriate and | Yes The legal framework is determined Byoclamation No.
effective legal framework and of 154/2010, (Proclamation tamend Proclamation No.
de facto application provisions o 90/2005)Proclamatiorto Reestablish the Office of
this framework Oromia National Regional State Auditor General. It

stipulates that the Aditor Generalshall beappointed
by the regionalcouncit the organizational structure,
salary scaleand other benefits are approved by the
counci| the Auditor Generahas unlimited access to
government informationthe term of the Aiditor
Generalis sixyears and sensfor two years onlyand
the Auditor Gereralis accountable to theouncil. The
removal of the Aditor Generals only with certain
conditions including apparent health condition,
incompetence, corruptiopand pension age.
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Element/Requirements ‘

Independence of BAG head and
its members including security o
tenure and legal immunity

Met
(Y/N)

Yes

Oromia Regional State Government

‘ Evidence usedComments

Article 20(2) an@0(3) of ProclamatiomMNo. 154/2010
provides immunity to the Aditor General Deputy
Auditor Generaland the auditors that they will not be
liable for audit workslonewith afree mind.No civil or
criminal poceedings shall be instituted on the basis o
audit reports submitted and commesgiven onthe
session of theouncil.

Broad mandateand full
discretion in delivering the tasks
entrusted to theSupreme Audit
Institution

Yes

Proclamation No. 154/201@rticle 7, grants ORAG the
power to carry out or cause an audit on the accounts
government offices and development organization, tc
isaue directives concerning standards and procedure:
auditing andto conduct other types of audit as
required.

Unrestricted access to
information

Yes

Proclamation No. 154/201@yticle 21, provides for the
obligation forpublicbodies to beaudited. Article 21.1
mentions that any individual, epfoyee or an official in
chargeshall submit complete documents, ledgers,
voucherswritten documents, electronic documents,
oral evidence, and all other documents forthwith upot
request by the AuditoGeneral, aditors, or
representatives of the Auditor&heral who deemed it
useful and necessary for auditing within a specified
period of time, and when deemed necessary shall sig
after giving hior hercomment.In practice, ORAG has
full and timely acess to public data

Right and obligation to report its
work, and the freedom to decide
the date and timing of audit
reports and to publish and
disseminate them

No

Proclamation No. 154/201@yticle 21, specifies the
time anddate of audit report.

Article 21.1- ORAG shall audit the income and
expenditure of theregionalgovernmentofficeson or
beforeJanuary 8 of the subsequent budget yead
submit its report to the concerned body.

Article21.2- ORAG shall audit withimvo months- the
annual income and expenditure of the regional
governmentwhichis prepared by BofEEandis
submittedon or beforeJanuary 8; and report its result
to the concerned body.

However, in practice the audit reports are delayed up
to sixmonths from the stipulated deadlines. The audit
reports are presented to the legislature when the
council conveng which is around June/July.

Freedom to decide the content
and timing ofaudit reports and
to publish and disseminate them

No

ORAG has the right to determine the content of its
reports but the timing is decided by the proclamation
describedearlier. Also, there is no specific provision fo
disseminating audit findings untfter the council
decides or reviews the said reports

Existence of followip
mechanism on BAG
recommendation habeen
implemented

Yes

The audit procedures start by folleup of the previous
year audit findings and the audit report of ORAG
containstwo parts current year findings and followp
of previous year findings. ORAG also reportthto
council quarterly and these are discussed by the Bud

and Public Expenditure Standing CommitteACand
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: Met :
Element/Requirements ‘ ) ‘ Evidence usedComments
other committees also consider audit fiimgjs asone
topic when discusei with the entities
Financial and No Article 16 of Proclamation No. 154/2010 provides OR
managerial/administrative the mandate to prepare a structure, study salary scal
autonomy and availability of and other benefits for the head and professional and
appropriate human, material submit tothe council for approval, organize the office
and monetary resources as deemed necessargndprepare and gbmit annual

work plan and budget to the emcil and implement the
same upn approval.

In contrast to this provision, ORAG submits its annua
budget request to BoHE It is also indicated that it has
shortage of auditors and only 57% of the audit posiic
are filled.

P31 Legislative scrutiny of audit reports

Summary of scores and performance table

P31 Legislative scrutiny of audit reports B Scoring method M2

P131.1 Timing of auditeport scrutiny A The review of audit report is completed within on
month of the receipt of audit report; this has beer
the case over the last three completed fiscal yea
FY2014/2015, 2015/2016, and 2016/2017.

PI31.2 Hearings on audit findings C Over the last three completed fiscal years,
FY2014/2015, 2015/2016, and 2016/20PAC
conducted audit hearings by inviting ORAG to br
it on audit findings; only a few budgeted entities
are invited for thehearings, including BoBE

P131.3 Audit recommendations by the A PAC issues audit recommendations and

legislature systematically follows up on recommendations a
remedial actions by conducting a quarterly reviey
and issues quarterly reports; this hasdpethe case
in all three fiscal years, FY2014/2015, 2015/2016
and 2016/2017.

P131.4: Transparency of legislative D The hearings are not public; also, PAC reports al
scrutiny of audit reports not published on the website but a weekly TV
program isaired to, among others, disseminate
audit findings and recommendations. This has be
the practice over the last three completed fiscal
years, FY2014/2015 to 2016/2017.

206. This indicator focuses on legislative scrutiny of the audited financial reportseofehtral
government, including institutional units, to the extent that either (a) they are required by law to
submit audit reports to the legislature or (b) their parent or controlling unit must answer questions
and take action on their behalf. The assassat of this indicator is based on the audit reports
submitted to the legislature within the last three years.
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PI-31.1 Timing of audit report scrutiny

207. Available evidence, as shown in Tablg&3 indicates that the regional council conducts a
speedy reviewof the consolidated audit report submitted by ORAG. The review is completed within
one month of the receipt of audit reparthis has been the case over the last three completed fiscal
years F\2014/2015, 20152016, and 20162017.

Table 328: Timeliness of regional council review of audit reports

EFY 200(FY EFY 2008 EFY 2009y

Particulars

2014/2015 (Fy2015/2016 2016/2017)
Date on which ORAG July 102016 July 42017 July 302018
submitted consolidated audit
report to the regional council

Date on which the report was July 122016 July 52017 August 12018
tabled in the house

Date on which PAC reviewec July 202016 July 142017 August 102018
the audit report

Date on which PAC tabled th July 252016 July 182017 August 142018

reviewed audit report
SourceOromia Regional Council

Dimension score = A

PI-31.2 Hearings on audit findings

208. Over the last three completed fiscal yeaF32014/2015, 20152016, and 20162017, the
regional councikattwice a year as a full house; nonetheless, the various committees including PAC
met quarterly to review documents referred to the council. BA@view of audit reports from ORAG
takes place first of all, with an-ahepth briefing fom ORAG on audit findings, focusing on those with
adverse or qualified opinions. At the time of drafting this repoansolidated financial statements
EFY2009/2010 £Y2017/2018) were still being audited, yet to be submitted to the regional council.
Referencing 201420015, 8 central government institutions out d80 were invited for review; this
increased t010 out of 52 central government institutionsFor 20162017 review, only 5 Bls
(representing aboul 5 percentby value)ut of 52 were invited Officials of BoFBare always invited

to attend the review

Dimension score = C

PI-31.3 Audit recommendations by the legislature

209. PAC issues audit recommendaticthsit are adopted by the full house of the regional council.
Each quarter, even though the whole house is on recess, PAGiBiste submit an update of PAC
recommendations plus aew action plan on outstanding recommendais to be implemented.
Following from this, PAC prepares quarterly updates on status of remedial actions, indicating those
accomplished and those still outstanding. e FY20162017 audit report which was reviewed in
2018, quarterly reports date®ecenber 2,2018 for quarter 1 andrebruary 192019, for quarter2

were issuedWith regard toFY2014/2015 and 20152016, PAC also issued quarterly reports; these
reports were consistently issued in December, February, May, and August.

Dimension score = A
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P-31.4 Transparency of legislative scrutiny of audit reports

210. The hearings are not publialso,PAC reports are nqtublished on the websitdgut a weekly
TV program on Oromia Broadcasting Service is aireg.at.9ocal time to disseminateamong others,
audit and PAC findings and recommendatioiibis has been the practice over the last three
completed fiscal year&¥Y014/2015, 20152016, and 2016/2017.

Dimension score = D

4. Conclusions of the analysis of PF\sgems

4.1 Integrated asssessmenbf PFM performance
Budget reliability

211. Federalgovernment subsidies (block grants) are reliadseept for SB, in terms of actual
outturns compared with original budget, with variance belowescentin two of the last three years
exceptfor 20152016 with the highest variance of 17pgercent Actualvariancesfor 2016/2017 and
2017/2018 werebl.1 percentand 0.2percent respectively (HLG.1). Also, the timing of actual
releases of block grant is good (HL@G); the main weakness relates to earmarked grants (SDG) with
a variance between 1percentand 40 percentcompared withthe budget; the worse period was in
2016/2017 with a variance of 4percent(HLGL1.2). The unreliability of earmarked grants affects the
timely completion of earmarked projects mainly funded by development partners; this @igsdd
result in payment delays thereby leading to accumulation of expenditure arrea?2 (Pivith a score
2F .W5Q0

212. Both revenue and expenditure budgets, at aggregate levels, are reliakleafil Pi3). The
revenue by type is also credible with variancesa®en 6.6percentand 8.5percent all three year®
variances less than Ifercent The government also respects the limit on contingency vote, which is
currently below lpercentt actual average variance is @Brcentover the last three years (RL3).

The main weakness is on expenditure composition outturn by economic classification, with variances
above 15percentin two of the three years; the actual variances were ldefcent 17 percent and

16 percent in 20152016, 20162017, and 20172018, respectively. The continuous budget
reallocations also raise questions about budget credibility as well aglelieery of government
services based on its original policy intent

Transparency of public finances

213. Budget formuhtion, execution, and reporting are based on administrative, econoamd
functional classification using GFS/COFOG standards or a classification that can produce consistent
information with those standards; these are similaithe federal government sysm with the same

chart of accounts but with IBEX.Clarity on budget classification encourages transparency and
accountability; it is therefore not surprising that coverage and comparability of repof28(PP) scores

Y Qo

214. There are no unreported regional government operations; all revenues are proclaimed in the
budget andexpenditures arereported in the annual financiatatements However, the analysis
shows that the consolidated annual financial statements are less detafrefer to PR9ratedW+Q 0 @
Transfers taity administrationsandworedas are rulebased and transparent; nonetheless, there are
delays in providing reliable information for budget preparation{R) as a result of delays frotine
federal governmen
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215. Main weaknesses identified in the transparency of public finances include information
containedin the budget documents IO T G KS OdzZNNBy G &SI NR& 06dzZRISG 06 S
estimated outturn) is presented in the same format as the budget proposatheuprevious yea®

outturn both aggregate and details are not part of the budget wlnentation, which does not

facilitate budget analysis and comparison. Also, public access to fiscal information is poor; most
information is not published, and if published at #lislate (P¥9NJ { S)Rnfowr@tidn on resources

(cash and kind) recetd by primary schools and healthre facilities is available but not published

alsa information on both planned performance and output/outcome achieved, though available, is

not publishedPF8rated W 5)b Q

Management of assets and liabilities

216. There ae internal guidelines for preparing project feasibility studies, though not stanziatdi
and not published. Project selection is based on government priorities and may not be according to
the economic viability of the project; one clear example is the comidium projectwhichis a key
government priority but viability in term®f funding could pose a challenge (Bl rated WY 5)b Q
Inefficiencies inPIM can affect budget credibility and also result in accumulation of expenditure
arrears (PR2.1rated W 5 Elxedhasset management is decentredi, with each institution responsible
for managing its own fixed assets. The challenge is that there is naatimudrasset management
framework (P112.2) making it difficult fothe government to ascertain its total asset ba¥éork is
however, progressing in the land management systéfhe @vernment maintains a register of its
financial assets, including inta®ents in public and private entities; howevéhis information is not
published (RL2.1).

217. The main weakness under assets and liabilities management relates to monitoring and
reporting on fiscal riskPF10rated WH2 #t present, the government hasndea of total fiscal risks

this could negativelaffect budget reliability as scarce resources (unbudgeted) could be used to pay
for these liabilities when they fall du®ne major risk is in the housing sector, with the provision of
housing for its citizens; funding for the housing projestdane through the issuance lbbndsto the

CBE which is guanateed by the Oromia governmenth& total outstanding loan is unknowity
administrationsandworedas submit their enebf-year reports to BoHEonN time, usually within three
months, but these reports are not published.

Policybased fiscal strategy and budgeting

218. Macroeconomic and fiscal forecastingdsne but with assumptiononly on regional GDP
since all other macro indicators (inflation, interest rate, exchange eatd,so of are the remit of the
federal government. The forecasts & five years, with yearly updateand are submitted to the
regional council after they havieeen reviewed by the regional cabin@®t14). The budget is not
prepared on a mediunterm basis even though a fiweear revenue (by type) and expenditure
aggregate framework is preparg@+16.1rated W 5. Qvailable evidence suggests that some sector
strategies are aligned to the mediustrategy; alspthe annual action plans and budgets are aligned
to sector strategies (F16.3)

219. A clear budget calendar exists, providing usefuidance on budget preparatiorBudget
estimates are prepared based on theepious yea® approved ceilings. Final ceilings of the new
budget year are issued arouride end of July but with marginal changes to original estimates. The
main weaknesssrelateto late response to budget calls by budget entitie$17.1NJ { S)Bndties Q

delay insubmission of budget estimates to the regional council; this is done in Jly.@NJ § SR W5 Q
Weaknesses in the budget preparation process could also account for the frequent and significant
budget virements (Ph m ®n NI (i RNV & RHaysid) thetdegal framework allows for ene

twelfth spending of the previous ye@rbudget. The scrutiny of the budget is satisfactoni@! Clear
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rules exist for inyear budget amendments by the executive and are adhered to. Sdidf they allow

for extensive administrative allocatiofithe effect of which is F2.1 andP1-2.2 not performing well)

Three supplementary budgets have been approved in each of the last completed fiscal years, but with
expost approval except that of 26/2016 (EC 2008P+18.4)

Predictability and control in budget execution

220. There are radio and TV taxpayer programs to educate the poputacehe rights and
obligations of taxpayersAlso, tax leaflets are available at taxpayer offices. There are alsesee
mechanisms for taxpayers, both administratively and at the legal courts. Case selection for tax audit
and fraud investigation is semiautomated, with some selections done manuallg basset criteria.
The main weaknegsin revenue administratiorand accounting for revenues atbe frequency of
revenue transfer to the Treasurythis is done once a monttPF20.2NJ i SyRandBvenue arrears
monitoring, as arrears are significantE.4NJ (i S)Rt islrBef@sting to note that in spite of an
increase of about 1Percentin the number of targeted tax files for audit which resulted in about 15
percentincrease in the number of tax files actually audited, there vediser a decline of about 18.7
percentin terms of amounts recovered in tax arrsathis raises questions regarding the effectiveness
and/or underdeveloped risk management practices.

221. Blsreceive reliable, monthly expeitdre commitment ceilingsbased on an annual cash flow
which is updated quarterly. ConsolidationTreasurycash/bank balances is done daily but does not
include sector balancg®t21). The framework for monitoring and reporting on expenditure arrears

is good; this is done quarterly within a month with an ageing analysis. That said, the stock of
expenditure arrears (ecluding retentions) is high, presently between getcentand 15percentof

total government expenditure (P12.1 rated W %; fis affects budget reliability

222. Pgroll management is decentratid and manual; the controfsrovide reliableassurance that

limits the incidence of ghost worketsough not entirely eliminahg themwith marginal retroactive
changesNo comprehensive payroll audit has been conducted over the last three years, even though
partial audits as part of the regular fineial audits are done each month by the internal audit unit as
well as ORAG during annusiternalaudits (PF23 NJ- (i S R Th&Vreldtigely strong payroll controls
have a positive impact on the credibility of the budget and it is surprising that aggregaienditure
PO A& NIXiSR V. Qo

223. A fundamental weakness observed relates procurement managementwhile each
budgetary unit preparesan annual procurement plan, these plans are not submitted to the
procurement regulatory authority at BoBETo this endthere are no database and/or statistics on
actual procurement either by open competition, restricted tender, sole sourangequest for
guotation. This is compounded by the fact that the procurement complaints mechanism is less
independent, witha majority of members involved in actual procurement activities. Very little
procurement information is available to the publiegmsficant elements not available to the public
include contract awards, government procurement plans, and data on resolution of procurement
complaints(Pk24NJ (1 YR W5 Q

224. Clear segregation of PFM responsibilitissenshrined in the proclamation. Expendié
commitment limits exist in IBEX but not to the extent of cash availability. Compliance to rules and
regulations is adequate, with a few exceptions4B). Internal audit coverage is currentlipaut 80
percent in terms of implementation ofapproved internal audit plans, but this is impaired by
overreliance on financial and compliance audit as against systems &hdie are also professional
capacityand HRcapacitychallenges adherence to international internal audit standards is limited
Management provides partial response to audit findings2@)] as there are still repetitive findings
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Accounting and reporting

225. Bank reconciliations are done within a month after the end of the previous mdaith, for

BoFb Treasury main accounts and bgetary units The good news is that there are no suspense
accounts; however, advances are still outstandimgpite of regular reconciliationgspecially those

relating to contractorsThis good practice of bank reconciliation-2?I1NJ 4 SR W.w@htheO 2 dzLJ SF
regular reconciliation and acquittal of advances{Pi @0 NJ 6§ SR W! Q0 | dadz2NBa (K¢
payment of expenditureA data integrity process ig place with checks and balances from accounts

staff, there are however, concerns on data accuracy as some financial data may not be complete and
accurate; for instance, there are duplications with regard to revenue reporting. ¥EX does not

prompt the change of passwordghich could pose a risk to data secul@27.4NJ G SR W. Q

226. In-year budget execution reports are comparable to original budgets and allow meaningful
analysis. They are issued quarterly within a month after the end of the quarter; thatsaielias/city
administrationsand sectors prepare monthly repsrwithin four weeks. There are concerns on data
accuracybut they do not significantly affect the usefulness of financial at28NJ (i S REndof- b Q
year financial statements are prepared and submitted to ORAG within six months after thetbiad of
financial year. The statements are comparable with approved budgets and contain information on
revenue, expenditure, liabilities, and financial asséwever, significant financial disclosures such
as guarantees and contingent liabilities are omite#i29¢m NJI).G SR W/ Q

External scrutiny and audit

227. External auditoverage is quite low, currently &8 percentby value; ORAG has indicated that
both financial and human capacity constraints are the factors for this audit coverage. Therefore,
presently, ®RAG does not cover SoBsudits largely follow INTOSAI/AFRGBgthndards ORAGhas
unrestricted access to public records; it conducts audits according to its plans. While the operational
and administrative independence of ORAG is guaranteed, it lacksfal (budget) independendP}

30NJ (iR Institutions with qualified and adverse audit opinions are summoned for hearing, but
the hearings are not publi©ne unigue element identified is the systematic framework by which the
regional council PACQ engages in follovapsof its recommendationghis is done quarterly with the
issuance of quarterly followip reports. That saidhese reports are not published on its website but

the regional council conducts a weekly TV program on Oromia Broadcasting Service to disseminate
among others, PAC reporsd findinggfPlom NI 6 SR W. Q0

4.2 Effectiveness of the internal control framework

228. An effective internal control system plays a vital role across every pillar in addressing risks and
providing reasonable assurance that operations meet the tmuntrol objectives: & operations are
executed in an orderly, ethical, economical, efficient, and effective mantgrag¢countability
obligations are fulfilled;d) applicable laws and regulations are complied with; af)désources are
safeguarded agast loss, misuseand damage.

229. Control environment The guiding frameworks for the regional government are the
constitutionandvarious proclamations and regulations on PFM, procurement, internal audit, external
audit, parliamentary oversight, and asmorruption. Generally, rules and regulations are respected
and management and staff have supportive attitudes toward internatrob(P+25). The centralized
public service policy fothe organizational structure and compensation scheme helped for a
standardized and transparent pay system throughout the region. By GRAGIs mandated to
prepare a structure, study salary scale ader benefits for the head and professionals and submit
this to council for approvaland submit annual work plan and budget to the council. However, it
submits the budget request to BoFED-3B). The tight audit follovup conducted by theegional
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council demonstrates the structural will of the government for internal control3BL Shortage of
manpower and low staff capacity limited the coverage of tax audit conducted bgdaemueauthority
(PH19).¢ KSNB | NBy Qi &A 3y A T A OutsidaitheNdpat fythdzBgiotPyoR S E LISY RA i

230. Risk assessmenOrganizationalevel risk assessment is essential to ensure that the internal
control in place is effective. The risk assessment function bsetrenueauthority on taxation, though

not fully strucured and systematic, helps improve the control on revenue collection. There is no
practice of conducting periodic organizatiosevel risk assessment and most public bodies do not
have a comprehensive risk management strategy. Internal audit and exgudalfunctions largely

focus on compliance audit than systems audit and are not based on a comprehensive risk analysis and
rating. The recurring nature of certain findings and recommendations from internal and external audit
reflects partly the weakness certain control activities in procurement, property administratiand

asset management (b, P126, and P130).

231. Control activities The procedures for key internal control activities such as segregation of
duties, authorization and approval, recolmiion and review and physical security of assets are
stipulated in the different laws, regulations, directives, manpe&l guidelines. These procedures are
applied for preparation, reviewand approval of payments and procurement and property
management. However, there is no record of land and natural resources belonging to the regional
government (RL2).In addition, mathly reconciliation of bank accounts, cash counts, annual physical
counts and ongoing internal and external audits strengthened the internal control. The use of SIGTAS
and fingerprint identiftation systems for tgpayerregistrationstrengthen the interal control over
revenue collection (P19).

232. The role ofinformation andcommunication technolog{iC7 as a control activity within the
PFM system is limited. Most of the financial management procedures including disbursement,
procurement, property admiskration, HR and payroll are not automated. A partial TSA has been
established, providing an opportunity ftine BoFID Treasury to view and consolidate cash balances
on a daily basis (R21). IBEX is just a budget and expenditure management softwaoely limits
expenditure commitment tdhe approved budget but not to cash availabilififhe limited systemic
audit and sk assessment exercises limited the opportunity for the revision and improvement of
existing control actities. Manuals and procedures anet updated timely. The frequent structal
changes within theegionaladministration demand a swift update of trentrol activities to ensure

their effectiveness.

233. Information and communicationMonthly financial report@ndquarterly and annual physical
performance reports are produced and communicated to the managemerihetBl level. The
financial statements pnade information on budget utitation, revenue collection, cash balances,
receivablesand payables (F18.1), while the performance reports provide information on adeat
performed and targets achievedlsBmanagement submit annual financial repottsORAG for audit

on time. Management of Bls also report to the council on their performances. Internal audit units
produce and submit reports to their respective management and to BOBRAG submiiss reports

to the management and theegionalcouncil. Some of the internal audit units and ORAG conduct
performance audits and communicate their findingbe evenue authority uses venus channels to
inform the taypayers about the rights and obligationgPF19). Revenue collections are repext by

the revenueauthority to BoFIB monthly (P420). Most bureaus have wedites, though these are not
fully usedin terms of providing information to the public (B). Though data on procuremeinte
available at eeh budgeted entity, thereare no comprehensive annual statistics on public
procurement (RR4).

234. The accounting system i@t in line with nternational accounting standasdksuch as IPSAS
The financial statements do nqgtrovide information on tangible aste contingent liabilities,
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investments, loanand guaranteegPF29.1). Most of the Bls received qualified audit opinion and a
fifth of them received adversand disclaimer opinion (P30.1). Atthe regional level, consolidated
budget executiorreports are prepared quarterly and annually -g8.2). The audit report on the
consolidated fund of theegion ispresented to the council (FR0.2). Information access to the public

is yet to be developed at the regional level. The audit report ofAbdtor General(PF30) and the

audit followrup report of PAC (F31) are not publishedORA usgdifferent channels to disseminate
information on the main tax obligations and rights and redress processes and procedti8% (Fie
approved budget of the regn is gazettd and posted on the website of BaBH-iscal risk monitoring

in connection with SoEs is weak. Audited and unaudited financial statements are not published and
information on contingent liabilities isot produced and communicated ¢P0).

235. Blsuse rudimentary and nogystematic ways of undertaking economic analysis of public
investment projects. The planning commission has developed an internal guideline foriramaly
investment projects; however, this is neither published nor made availablsetdor bureaus
(budgetary institutions) and extraudgetary units. The implementing unit monitors investment
projects through physical inspection and periodic (quarterly) financial progress repoftt)(Flome

of the nonfinancial assets are registeretdBd levelsbut consolidated information is not available at
BoFDb. The consolidated financial statement of the regitmes notcontainabalance sheeas well as
disclosure ompublic investments itSoE4PF12, P130).

236. Monitoring. Different monitoring mechanisms are in place to ensure the efficiency and
effectiveness of operatiorfulfilment of accountability, compliances to rules and regulatioasd
safeguarding of resources. Management of Bls receive monthly financial and guaeeidrmance
reports and also submit their performance reports to the council. The internal audit units and the
Regional AuditotGeneral conductaudits. Theregional counci scrutinizes the audit reports and
continuous followup is conducted (P26, P130, and PF31). The Centrdhternal Audit Drectorate at
BoFB monitors the implementation of internal audit recommendationdn internal peer review
mechanismis established at the Regional Auditor General3®for quality assuranceThe limited
application of the international standards on internal auditing4®) the institutional limitation of
PAC andthe quality of inyear and annual financial statemis weakenmonitoring activities(P+28
andPF29). The regional procurement authority conducts a procurement process audtjPlI

4.3 PFMstrengths andweaknesses
Impact of PFMsystems on the three main budgetary outcomes
Fiscal discipline

237. Ethiopia isa federal democratic country, providing administrative autonomy to the regional
government in accordance with its 1995 Constitution of the Federal Democratic Republic of Ethiopia
Proclamation No 1/1995The dynamic political and administrative system emsuhat laws passed

at the federal government level are cascaded to all regional and city governments to ensure
uniformity. The PFM laws (proclamations) for the regional government are derived directly from the
federal government structure; these proclantatis are quite strong for providing solid basis for
strengthening both PFM institutions and activities. The enactment of laws alone does not guarantee
strong PFM systems; this should be supported by strong political and public service systems. Leaders
at the regional government level have shown such commitments to ensuring improvement in PFM
systems.

Other PFM strengths thatffect fiscal discipline include the preparation of a credible budget at the
aggregate level for both revenues and expenditures.bligget classification is good; this allows
transparencyAnother aspect that strengthens fiscal discipliektes to the facthat all revenues
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and expenditures from extdaudgetary units are progimedA y G KS NBIA2y I F2FSNYY
and reportedn the annual financial statement€lear rules exist fordypear budget amendments by

the executive and are adhered to. That said, they allow for extensive administrative allocEaons.

revenue arrears continue to grow alarmingdyfectingoverall revenu@utturn performance which

affects budget credibility. Stock of expenditure arrears (excluding retentions) is atschiigg

expenditure arrears negatively affect budget credibilltyree supplementary budgets have been

approved in each of the last comf@d fiscal years, but with gpost approval exapt that of

2015/2016 (EC 20087 his has a negative implication on fiscal discipline as it attemgovernment

to spend above its budget without prior approval from the regional coBtcdtegic allocatino of

resources

238. Strategic allocation of resources is affected by functional and economic budget reallocations.
Frequent budget reallocations overridiee governmenf d@riginal policy intentions, leading to poor
resour@ allocation which affects efficient service delivery, going forward. Another major weakness is
monitoring and reporting of fiscal riskhe government has no idea of total fiscal risks (both explicit
andimplicit) of SoEs anather contingent liabilities. One major risk is in the housing sector, with the
provision of housing for its citizens; funding for the housing projects is done through the issuance of
bonds tothe CBEwhich is guaranteed by the Oréagovernment. The total outstanding bond loan is
unknown. This has a negative implication on strategic allocation of resourties ggvernment will

have to divert funds to pay for unplanned losses.

Efficient service delivery

239. Reliable and timely informigon on allocation to service delivery uniis akey element for
efficient service delivery; while this is relatively good, delays in actual transfers negatively affect
payment for goods and services, therehifecting primary service deliveryThe nternal control
framework has been strengthened by the revision of most PFM proclamations (procurement, budget
and cash management); the enforcement of rules and regulations has reduced (even though some
still exist) the incidence of waste of public resourcss,that scarce resources are strategically
allocated to the right sectors for economic prosperity.

240. While aggregate budget is credible, the continuous reallocation of approved budget both at
the functional and economic levels defeats the purpose of aaigiovernment policy. This means that
planned service delivery activities will no longer receive the necessary funding, thereby negatively
affecting the quality of primary service deliveryrurthermore, there are significant deviations
referencing earmarke grants (SDG) with variances betweenpEscentand 40percent (HLGL1.2).

While this does not affect overall regional government revenue budget, resource allocation for
earmarked programs is affected, resulting in deficiencies in planned service delivery outcomes.
Information on resources (cash and kind) receivedpbgnary schools and healtbare facilities is
available but not published, therefore lack of transparency in fiscal information. Also, public access to
fiscal information is poor; most information is not published, and if published at isllate.

241. Thefrequency of transfer of revenues (taxes) from ORA to the Treasury, done once a month,
is not satisfactory the impact of this is thathe government may be lacking the needed resources to
pay for goods and servicem time, thereby affecting the quality foservice deliveryProcurement
management is weak. Most procurement information (procurement plans, contract awards,
procurement statistics, and resolution of procurement complaints) is not accessible to the public,
raising concerns on transparency ananetitiveness.
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4.4 Performance changgsince a previous assessment

242. The last PEFA assessment was conducted in 2015, using the 2011 methodology. In accordance
with the PEFA Secretar@atGuidance Note on measurement of performance change, the 2011
frameworkwas used to assess the situation at the time of assessment in 201X 4 provides
detailed analysis ahe changes since 2015

Fiscal discipline

243. The credibility of the revenue budget has improved; that said, the expenditure budgfet at
aggregate level has not changed but remains credible since 2015. The expenditure composition
budget has however, deteriorated, which has implication on both fisadiscipline and strategic
allocation of resources. Wk thegovernment has tightened the monitoring and reporting framework

of expenditure arrearghe actual stock of expenditure arrears has increasephificantlyfrom below

2 percentof total governmat expenditure in 2015 to more than Xercentin two of the last three
completed fiscal years, raising budget credibility issiBxgh the scope and timeliness of-year
budget execution reports have seen an improvement, providing reasonable and timsebi f
information for executive decisiomaking.

Strategic allocation of resources

244. Deterioration in expenditure composition variance in 2018 compared with 2015 has
negatively affected strategic resource allocation. This was compounded by the fact that
government sought exyost legislative approval through a supplementary budget to increase the
original budget, though this did not affect aggregate expenditure budget performance which
remained unchanged since 2015. Wéta clear and fixed budget calend=uists, alBlsfailed to adhere

to deadlines for budget preparation and submission mainly because they did not r&&@t®en time

from BoFB, which will allowa sufficient period fo budget preparation. This maffect links between
budgets and plans @&lswill hastilyformulate and prepare their budgetthereby missing key priority
areas

Efficient service delivery

245. Efficient service delivery has been affected by deteriorations in both earmarked gra@s (SD
transfers from the fderal governmentand the expenditure composition outturn3ransfers from
higher level of government (HEG have deteriorated from an overall score of B+ in 2015 to D+ in
2018 mainly as a result of significant deviations of earmarked grants) (&Dween budgets and
outturns. P42.1 which assesses the extent of expenditure composition variance has also deteriorated
with a score of C in 2018 against B in 201 continuousreallocation of budgets to other votes
meant that planned service deliveiyitiatives will have to be suspended or discontinued entirely.
Stock of expenditure arrears has increased from belgverzentof total government expenditure in
2015 to more than 1@ercentin 2018; this senda wrong signal to suppliers of goods and\sees.
Delays in payment of government commitments contribute to supplier price hikes as a way to
compensate for payment delays, weh inturn leads to increases icost of service deliveryihe sharp
deteriorationin tax arrearsollection ratiofrom about 90 percentin 2015 to21.3 percentin 2018is

an indication of weak tax collection and enforcement framework, the impact of which is low
government revenues for the needed primary service delivery activities.

95



PEFA Assessment 2018 Oromia Regional State Government

5. Governmentreform process

5.1 Approach to PFMeforms

246. There is no specific PFM reform strategy for the Oromia regional government, except that
regional PFM reforms are tied to the federal government reform pglithyerefore, the regional
government cannot initiate reforms that are nat line with overall federal government reform
strategy The regional government has therefore decided to adopt the federal goverr@nBRMV
reform strategy 20182022 which is anchored orrillar 2.6 - fiscal policy of GTP Mo ensure
coherenceo the regional governmer@ financial administration procedures, the federal PFM reform
plan has been translated into the regional languadfaa Orom®&for better appreciation and
understanding across regional, zoradworedaoffices; this is expected to be mpleted bythe end

of April 2019. The intention is not to translate the entire strategy but those areas that are relevant
and applicable to the regional government.

5.2 Recent andngoingreform actions

247. As part of the federal government plan to rolloan Integrated Financial Management
Information SystemlFEMIS across all federal and regional gomerentbudgetary units, officials of the
regional finance bureauBoFDB, undertook training on IFMIS in 2Q1Besides, training and capacity
building on key PFM activities are still ongoing, with funding from development partners through the
federal government. Some of the key training activities undertaken in recent years include accounting
and financial repoihg, planning and budgeting (although progréd@sed budgeting is yet to be
implemented athe regional level), procurement management, property administratargcash and
treasury management. These training programs have also benefited zonegagdiss. There is also
collaboration between the regional government and the OroRiegional Universityn terms of
developing the technical capacity of government functionaries to acquire higher professional and
academic qualification.

248. Another important initiative that is ongoing relates woredabenchmarking, using similar
PEFAatingsto rankworedas; the worse performingioredas then receive training to strengthen their
capacity. AlsoworedaPAG and finance committeefave been trined on how to scrutize audit
reports and budget reviewsespectively

Donor coordination

249. Donor coordination usually takes place at the federal government level; the regional
government is involved where necessary. Coordination appears to be wedknéfied at the federal
government level, and it is likely to have an impacthe regional government.

5.3 Institutional considerations
Governmentieadership ancownership

250. The leadership and ownership of the regional government in terms of PFM reforms is
evidenced by the fact that it decided not only to adapé federal government reform strategy but
also to translate relevant portions into the regional official langyaff@a Oromoo, for easy
understanding. High government officialdgadand Deputy Had of BoFB, plus BoFEdirectors for
budget, finance and accountand InspectionDirectorate) take part in both training and awareness
creation across all regional sectorrbaus, zonesand woredas. The higHevel government officials
meet eachworedaat least twice a year, both for training and commitment toward reforms. The
government also takes part in theidt Review andimplementationSQupport missions.
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Coordination acrosgovernment

251. There is a focal persg’FM expertat BoFPB responsible forcoordinating all regionalPFM
training and capacitpuilding activities. For better coordination, all regional sector heads (PFM
functional directors and their deputies plus technical staff) undergo joint training programs; this helps
in sharing idas andéarning from each otheit also affords the opportunity for peer reviewing.

A sustainablereform process

252. While there is no standlone PFM reform strategy for the region, the current funding
arrangement for all PFM training and capadtyilding initiatives is done through the fedeMbFand
largely funded by development partners. That said, the regi@gmlernmentis taking steps to
mainstream PFM training programs into the regular regional government budget to guarantee
sustainability

Transparency of the PFlgrogram
253. A number ofongoinginitiatives have been aimed at improving transparency in PV
provision of budget literacy training for 50 citizens parreda (b) printing and publication of annual

budget across allioredas, €) TVand radio programs on Oromia Broadcasting Network to disseminate
information, and ¢l) FTA programs atoredalevels.
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Annex 1 Performanceandicator summary

higherlevel government

Pillar I. Budget reliability

. Indicator 2018score Justification for 2018core
HLG1 | Transfesfrom a higherlevel D+
government
HLG 1.1| Outturn of transfer from A Transfers were more than 95% compared to
higherlevel government original budget in two of the last three
completed fiscal years. Deviations between
original budget and actuatansfer were 17.5%,
LmMOM: S | YR 2006 2016201Y, and n
2017/2018, respectively.

HLG 1.2| Earmarked grants outturn D Transfers of earmarked grants deviated by mo
than 10% in all three years under review. Actu
deviations were 21.8% 2015/2016, 40% in
2016/2017, and 15% in 2012018.

HLG 1.3| Timeliness of transfer from A Actual disbursements of both recurrent and

capital grants have been evenly spread within
each of the last three years under revielhese
disbursements were done monthly.

Pillar 1. T
P4

ransparency of public finances
Budget classification

PHL Aggregate expenditure B Aggregate expenditure outturn was between
outturn 90% and 110% in two of the last three years
(90.2% in 2015016, 101.3% in 2018017, and
88.8% ir2017/2018).
PI2 Expenditure composition D+
outturn
2.1 Expenditure composition by C Expenditure composition variance by function
function for two of the last three years was less than 15
(actual variances were 9.3% in 202616, 16.6%
in 20162017,and 12.1% in 2012018).
2.2 Expenditure composition by D Expenditure composition variance by economi
economic type type was more than 15% in two of the last thre
years (actual variances were 11.3% in
2015/2016, 16.4% in 2018017, and 15.5% in
2017/2018).
2.3 Expenditure from contingency A Expenditure charged to contingency reserves f{
reserves the last three years averaged 0.5% of the total
expenditure.
PE3 Revenue outturn B
3.1 Aggregate revenue outturn B Actual total revenueutturn for at least two of
the last three years was between 94% and 117
(actual variances were 92.3% in 202616,
104.6% in 201&017, and 109.8% in
2017/2018).
3.2 Revenue compositiooutturn B Revenue composition variance for the three

years wadess than 10% (actual variances werg
6.6% in 20152016, 7% in 201&017, and 8.7%
in 2017/2018).

Budget formulation, execution, and reporting
are based omdministrative, economic, and
functional classification using GFS/COFOG
standards. This classification is the same as th
of the federal government except for some
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Indicator

2018score
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Justification for 2018&core

functions, such as defence, that are not
applicable at the regional government level.
P15 Budget documentation D Budget documentation does not fulfil at least
three basic elements. It fulfils only one basic
element (number 3) and one additional elemer
(number 11).
PL6 Regionalgovernment A
operations outsidefinancial
reports
6.1 Expenditure outside financial A The regional government reports all
reports expenditures received from the federal
government road fund in its financial
statements. There is no other expenditure fron
extrabudgetary units outside regional
government finan@l reports
6.2 Revenue outside financial A There are no unreported extraudgetary
reports revenues outside regional government financie
reports. All revenues from the road fund are
proclaimed as part of the regional government
budget
6.3 Financial reports of extra NA Thisdimensionis not applicable
budgetary units
PL7 Transfers to subnational B
government
7.1 System for allocating transfer A The system of horizontal allocation of grants is
transparent and rule based. The grant
distribution formula is based on four main
criteria: (a) population size of the woreda/city
administration- this is also referred to as the
number of beneficiaries of services in each
woreda/city administration, (b) infrastructure
deficit, (c) the per capita (unit) cost approach ir
terms of servies provided in the woreda/city
administration, and (d) the revenugenerating
potential of the woreda/city administration.
7.2 Timeliness of information on C BoF Db notifies woredas/city administration to
the transfers prepare their budget estimates in June (after
June 20, 2017), allowing about two weeks to
finalize their budget estimates. Minor
adjustments take place after receiving the final
ceilings in midJuly but does not exeed 3% of
the woreda's initial budget estimates.
PL8 Performance information for D+
service delivery
PI8.1 | Performance plans for servics D Both sectors prepare annual action plans out @
delivery these mediumterm plans, from which the
annualbudget estimates are prepared. Howeve
both the mediumterm strategies and the annue
action plans are not published. Programme
budgeting has not yet been introduced
P18.2 | Performance achieved for D The OromidBoEprepares an annual education
service delivery abstract that provides information on
performance achieved against targets. BeH
also prepares an annual performance report,
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Indicator

2018score
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Justification for 2018&core

outlining targets achieved. However, none of
these reports are published.

P18.3

Resources receideby service
delivery

The regionaBoEcompiles an annual report on
both cash and ikind resources, but the health
sector does not. EC 2010 (GC 2017/2018)
educational statistics abstract report dated
September 2018 indicates that a total of ETB
849.9 million was spent on primary education;
ETB 72.5 million of this relates to donations in
kind.

P+8.4

Performance evaluation for
service delivery

The most recent evaluation done in the health
sector was dated May 25, 2018; this was a joir
evaluaton done among the region&oH
independent consultants, and development
partners; however, there is no evidence of
publication of evaluation report. Also, there is 1
evidence on education sector evaluation.

PO

Public access to fiscal
information

The regional government only makes available
one out of the four basic elements; also, hone
the additional elements are made public.

Pillar 1ll. Management of assets and liabilities

P10 Fiscal risk reporting D+
10.1 Monitoring of public C All nine public enterprises submitted their
corporations annual financial statements for 2017/18 to
BoFED within one month after the end of the
year. BoOFED does not receive audited financia
statements and these reports are alsot
published.
10.2 Monitoring of subnational D Zones andvoredas have no borrowing powers;
governments they do not pose fiscal risk to the regional
government. All 21 zones submit annual financ
statements to BoHE, timely, within three
monthsafter the end of fiscal year. However,
these reports are not published; also, the
consolidated audit reports are not published.
10.3 Contingent liabilities and D BoFb does not keep records of both explicit
other fiscal risks and implicit contingent liabilities. Also, there ar
no records of guaranteed bonds issued to the
housing agency.
PH11 Public investment D+
management
111 Economic analysis of C Theplanning commission has developed an
investment prgects internal guideline for analyzing investment
projects; however, this is neither published nor
made available to sector bureaus (budgetary
institutions) and extrebudgetary units.
Institutions use rudimentary methods fgroject
appraisal.
11.2 Investment project selection C Project selection for inclusion into the annual

budget is largely based on regional governmer
priorities (which include irrigation, health,
education, animal grazing, and rural roads), ev
though some of these projects are selected
purely based on the results of feasibility studie!
conducted.
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11.3

Investment project costing

At present, the annual budget has no MTEF; tt
budget only shows cost implication of projects
for the current year, with no projectiorfer the
forthcoming year. Nonetheless, the Project
Appraisal Document provides information of
total capital cost togethewith associated
recurrent cost.

11.4

Investment project
monitoring

The implementing unit monitors investment
projects through physical inspection and
periodic (quarterly) financial progress reports.
The annual financial statements also report on
actual expenditure of the projects

P12

Public asset management

D+

121

Financial asset monitoring

BoFbB keeps records of investments in public
and private entities, but this is not published.
The annual financial statements disclose
balances of both cash and bank.

12.2

Nonfinancial asset monitoring

The regional government does not maintain a
comprehensive and consolidated register of its
fixed assets; there are no records of governme
land, buildings, and natural resources. Present
management of fixed assets is decentralized a
the budgetry unit level. The asset registers
maintained by tlese budgedry units provide
information on the age and usage of assets.

12.3

Transparency of asset
disposal

Article 57 of the Oromia Government
Procurement and Property Administration
Proclamation No. 157/2010 and Directive No.
1/2009 regulate disposalf fixed asset; there are
no clear legal provisions for the disposal of
financial assets. Proceeds from the sale of fixe
assets and the original cost of assets are
disclosed in the financial reports; there is no
disclosure of the new owner(s). There was
privatization in 20172018.

P13

Debt management

13.1

Recording and reporting of
debts and guarantees

The government has issued guarantees to the
housing agency for the construction of
condominiums but has failed to keep proper
records tothat effect. The government has no
idea of the total value of guarantees issued to
the housing agency.

13.2

Approval of debts and
guarantees

BoFDis solely responsible for authorizing and
approving guarantees. Nonetheless, there are
guidelines, policies, and procedures that guide
the issuance of these guarantees.

13.3

Debt management strategy

Pillar IV. Policybased fiscal strategy and

budgeting

¢KS NBIAZ2Yy R235ayQi LN

strategy.

P14 Macroeconomic and fiscal B
forecasting
14.1 Macroeconomic forecast B Over the last three completed fiscal years, the

regional government prepared forecasts of GD
and savings anghvestment rates. It has no
capacity to forecast exchange rate, interest rat
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and inflation. The forecasts are reviewed and
approved by the regional cabinet, with an annt
update, and sent to the regional council with th
underlying assumptions as part loudget
documentation for information purpose only.

14.2 Fiscal forecast B Over the last three completed fiscal years, the
planning commission prepares the MEFF with
forecasts of GDP and savings and investments
The forecast includes aggregate revenues and
expenditures and the budget balance. There a|
no explanations of differences between
forecasts andhe current year's bdget as part
of budget documentation submitted to the
regional council.

14.3 Macrofiscal sensitivity C There is a qualitative evaluation of impact of

analysis various scenarios of macffscal forecast;
however, this is not included in the annual
budget. This has been the case over the last
three completed fiscal years.

P15 Fiscal strategy D

15.1 Fiscal impact of policy D The regional government prepares partial

proposals explanation of budget implications on new poli
initiatives andmajor new public investments

15.2 Fiscal strategy adoption D The regional government does not produce a
fiscal strategy

15.3 Reporting on fiscal outcomes NA Not applicable

P16 Medium-term perspective in D+

expenditure budgeting
16.1 Mediumterm expenditure D The annual budget document presents estimat
estimates of expenditure by administrative, function, and
economic classification for the budget year onl
there is no mediurmterm expenditure
perspective.
16.2 Medium-term expenditure D Aggregate and sector bureau expenditure
ceilings ceilings for the budget are approved by the
regional cabinetfter the BCC is issued to
budgetary units.

16.3 Alignment of strategic plans C The educationasector annual expenditure

and budgets policy, representing about 27.3% (by value) of
the entire regional government budget, is
aligned with the fiveyear ESDP V. The health
sector also prepares a fiygear strategy, but this
is not costed.

16.4 Consistency of budgetsith NA The government does not prepare an MTEF;

previous year's estimates therefore, it is not possible to analyze the
consistency of budgets tie previous year's
estimates.

P17 | Budget preparation process D+

171 Budget calendar D An annual budget calendar exists but all
budgetary units do not meet the deadlines for
completing estimates.

17.2 Guidance on budget B A comprehensive and clear budget circular is

preparation

issued to budgetary units, covering total budge
expenditure (capital and recurrent) for the full

fiscal year. However, the final approved ceiling
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for the budget year are issued after the circulal
but before the completion and submission of
final budget estimates

17.3 Budget submission to the D The executive has submitted tlamnual budget
legislature proposal to the legislature after the start of the
fiscal year
P18 Legislative scrutiny of C+
budgets
18.1 | Scope of budget scrutiny B ¢CKS t£S3ratl idzNBEQa NBC
aggregates for the coming year as well as the
details of expenditure and revenue.
18.2 | Legislature procedures for C ¢CKS fS3ratl idz2NBEQa LINE
budget scrutiny proposals arapproved by the legislature in
advance of budget hearings and are adhered t
However, public consultations are not done.
There are also no procedures for negotiations.
18.3 Timing of budget approval C The legislature has approved the annual budgg
within one month of the start of the year in the
last three fiscal years.
184 Rules for budget adjustments C Clear rules exist for igear budget amendments

by the executive

Pillar V. Predictability and control in budget execution

P19

Revenue administration

by the executive and are adhered to in some
instances. An ex posupplementary budget
approval was done in EC 2009 (GC 2RQ67)
and EC 2010 (GC 202018).

19.1

Rights and obligation for
revenue measures

ORA(collecting 85% of regional government's
own revenues, excluding grants) uses multiple
channels (TV, radio, leaflets, and so on) to
provide payers with easy access to
comprehensive and ufp-date information on
the main revenue obligation areas and on tgh
of taxpayers including redress procedures. The
can be accessed on www.ora.gov.et.

19.2

Revenue risk management

ORA usea partly structured and systematic
approach for assessing and prioritizing
compliance risks; case selection for tax audit is
semiautomated with 14 selection criterieostly
manual.

19.3

Revenue audit and
investigation

All planned audits were not completed. The
performance for the last year was 88% by valu

19.4

Revenue arrears monitoring

The revenue arrears at the ernd 2010
(2017/2018) were 12.5% of the total tax
collection for the year; however, tax arrears
older than 12 months were 89.7% of total tax
arrears.

P20

Accounting for revenue

D+

20.1

Information on revenue
collections

BoFbB receives monthly financial reports from
all budget entities but excluding exttaudgetary
units that report annually; these reports include
revenue (nontax) collections. ORA (collecting
85% of total regional government revenues
excluding grants from theefleral government)
also reports the collection on a monthly basis.

The report details the taxes collected into the
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different categories such as income tax, VAT,
and excise tax.

20.2

Transfer of revenue
collections

More than 75% of tax revenue collections are
transferred tothe BoFIP Treasury once a
month.

20.3

Revenue accoust
reconciliation

The monthly reconciliation, done within four

weeks after the month end, does not include
assessments and arrears; reconciliation only
covers collections and transfers tioe Treasury.

P21

Predictability of inyear
resource allocation

C+

21.1

Consolidation of cash
balances

The bank accounts at BdBBre consolidated on
a daily basis; however, other PBs send their bz
account balances as part of the monthly
reporting and these are consolidated by BBDFE
monthly.

21.2

Cash forecasting and
monitoring

Annual cash flow forecasts are submitted to
BoFDb and these are updated on a quarterly
basis based on actual inflows and outflows of
cash. These are used to request cash from
BoFB. BoFPb on its part consolidates the
annual and quarterly cash flows forecasts and
uses it to request subsidy frothe federd MoF.

21.3

Information on commitment
ceilings

Blsreceive monthly expenditure commitment
ceilings (drawing limits) for general expenditurg
on goods and services. Drawing limit for capita
expenditure has no specific frequency; it
depends on submission of completion
certificates for works done.

21.4

Sigrificance of inyear budget
adjustments

Virements are frequent but based on rules.
These rules are generally respected; however,
significant budget adjustments are made as
evidenced in P2.1 and RR.2. Also, as indicated
under Pi18.4, two ex post appnals were made
by the regional council after the executive
increased the original budgets for EC 2009 an(
EC 2010; therefore, adjustments to budget
allocations are partially transparent.

P22

Expenditure arrears

D+

22.1

Stock of expenditurarrears

Stock of expenditure arreaisabove 10% in two
out of the last three completed fiscal years.
Actual percentages as compared to total
expenditure were 15.2%, 10.8%, and 9.2% in
FY2015/2016, 2016/2017, and 2017/2018
respectively.

22.2

Expenditue arrears
monitoring

Data on the stock and composition of
expenditure arrears are generated quarterly
within a month after the end of the preceding
quarter.

P23

Payroll controls

C+

23.1

Integration of payroll and
personnel records

There is no direct link between the personnel
(HR) records and the payroll database. The
payroll is fully supported by personnel files anc
timesheets, checked against the previous

Y2y GKQa LI & Na#dtréictue,l G I q
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grading, and salary scale are approved by the
Civil Service Bureau; however, hiring of staff
based on the approved posts is the responsibil
of each entity.

23.2

Management of payroll
changes

All staff changes such as hiritgrmination, and
promotion is managed by the HR Directorate
the database is immediately updategind the
Finance Directorate is copied in all the
correspondence. Changes are captured within
the month they occurred and retroactive
adjustments are rare.

23.3

Internal controls of payroll

Both the personnel and payroll management
processes are manualhe head otachBland
extrabudgetary unit is the sole responsible
officer with the authority to approve changes tc
personnel and payroll records in accordance
with approved civil service posts. This control
process is clear and sufficient for ensuring
payroll integrity; changes result ammanual
audit trail.

23.4

Payroll audits

No comprehensive payroll audit has been
undertaken within the last three years; howeve
partial payroll audits are carried out as part of
the usual annudiinancial and compliance audit
by both internal and external auditors.

Pl24

Procurement

24.1

Procurement monitoring

Data on procurement are available; for
FY20172018, total regional government entities
procurement amounted to ETB 13.8illion. The
information shows the purpose of procurement
and contract sum but fails to indicate who won
the contract. Further, there is no evidence to
suggest that the data are accurate and comple
(audited by ORAG or independently verified by
the regioral procurement authority).

24.2

Procurement methods

D*

Available data on procurement do not indicate
the method of procurement used.

24.3

Public access to procurement
information

As shown in Tabl&.21, only two out of the six
procurementelements are published; these
include the proclamation and bidding
opportunities.

24.4

Procurement complaints
management

The complaints management framework is not
independent. It fails to meet criterioi) of the
PEFA requirements but mesthe four other
elements (ii, iii, iv, and vi) and partially (v).

P25

Internal controls on non
salary expenditure

B+

25.1

Segregation of duties

The various PFM laws and regulations, includil
the organizational structure, prescribe clear
segregation ofluties across the expenditure
management process.

25.2

Effectiveness of expenditure

commitment controls

Expenditure commitment controls exist througk
IBEX; it limits commitment to approved budget
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and cash flow projections for most types of
expenditure lut not to actual cash available.

PH27

Financial data integrity

B+

25.3 Compliance with payment B Compliance levels with regard to payment rule
rules and procedures and procedures are high; infractions do not
exceed 5% of total government expenditure
according to ORAG.
PL26 Internal audit C+
26.1 Coverage of the internal audi B Internal audit covers an average of 85% by val
for both revenue and expenditure.
26.2 Nature of audits and C The most recent internal audit manual dates
standards applied back t02012/2013 (EC 2005) with little
conformity to ISPPIA, that said, internal auditol
are trained at least yearly on some aspects of
ISPPIA. Again, more than 90% of internal audi
activities focus on financial and compliance
issues.
26.3 Implementation of internal B Available statistics show that 77% of planned
audits and reporting audit programs are completed. Quarterly
internal audit reports are issued to headstbé
audited entity and BoHEInspecton Directorate.
26.4 Response to imrnal audits C At least 55% by value of audited entities provig

timely response to audit queries within one
month; this has also been confirmed by ORAG

Pillar VI. Accounting and reporting

27.1

Bank accounteconciliatiors

B

Bank account reconciliation for all active centrz
government accounts is done monthly within
four weeks from the end of the month.

27.2

Suspense accounts

NA

Not applicable

27.3

Advance accounts

Advance accounts areconciled monthly but
there still remain uncleared balances (excludin
advance to contractors) amounting to ETB 2.1
billion as at June 30, 2018, representing about
3.7% of total actual government revenues.
Therefore, more than 90% are cleared timely.

27.4

Financial data integrity
process

The region uses IBEX for financial recording al
reporting and users are given a password, and
user rights are defined for each user by the IT
Administrator. The system resultsam audit

trail. However, the systerfails to prompt for
change in user password.

P28

In-year budget reports

C+

28.1

Coverage and comparability
of reports

The inyear budget execution reports include
revenue and expenditure according to type; the
allow direct comparisoihetween approved
budget estimates and actual expenditure by
detailed economic and administrative
classification (for both recurrent and capital
expenditure) and source of funds; the reports
also show transfers to zones and woredas.

28.2

Timing of inyearbudget
reports

BoF b consolidates budget entity reports every|
guarter within a month after the end of the
previous quarter but does not circulate the
consolidated report to budget entities. Howeve
each budget entity has direct access to IBEX a
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generates its own Hyear rgorts for
management use.

28.3

Accuracy of iryear budget
reports

Concerns regarding data accuracy exist but th
are neither highlighted in budget entity reports
nor in consolidated BoEEeports. One major
concern that remains unresolved is the
overstatement of revenues in the consolidated
BoFB report; transfers to budget entities are
recorded as revenues by budget entities and
these are not set off against regional
subsidies/grants to bdget entities.

P29

Annual financial reports

C+

29.1

Completeness of annual
financial reports

The eports contain the budgeted amounts
compared withactual outturnsfor both
revenues and expenditure¥hey also contain
some financial assets such as cash and bank
balances, advances, and receivabléswever,
the reports donot include tangible assetéixed
assets) guarantees, contingent liabilities, and
other financial assets such as shares and
investrentsin Sds. Information on extra
budgetary units is also not included.

29.2

Submissiosof reports for
external audit

The financial reports for EC 2010 (202@&(9)
were submitted to the Regional Auditor Generz
on November 5, 2018, which is within fou
months after the close of the fiscal year ended
July 7, 2018.

29.3

Pillar VII.
PE30

Accounting standards

External scrutiny and audit
External audit

D+

The consolidated financial statements of the
regional government for FY2015/2016,
2016/2017, and 2017/2018 were prepared
based on modified cash basis; this lhasn
consistent over time and in accordance with th
Financial Administration Proclamation No.
156/2010.

30.1

Audit coverage and standard;

The current audit coverage is 63% (by value fc
both revenue and expenditureThe audits are
performed in accordance with ISSAI standards
issued by INTOSAI and ORAG uses AFEOSA
auditing manuals. The audit reports highlight
significant issues such assupported payments,
non-compliance to procurement rules, and
weaknesses in property management.

30.2

Submission of audit reports t
the legislature

ORAG audit reports are submitted to the
regional council between eight and nine month
after receipt of consolidated financial
statements from BoHE

30.3

Extenal auditfollow-up

The audited entity submits a comprehensive
management letter, including evidence of actio
as applicableHowever, this does not include
extrabudgetary units as ORAG does not cover
their financial audits due to limited financial an¢
human capacity.
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ORAG has full and timely access to public dats

Out of the principles ofhdependence, the

following are not met:

1 Right and obligation to report its work, and
the freedom to decide the date and timing
of audit reports and to publish and
disseminate them.

1 Freedom to decide the content and timing
of audit reports and to publisand
disseminate them.

1 Financial and managerial/administrative
autonomy and availability of appropriate
human, material, and monetary resources.

P31

Legislative scrutiny of audit
reports

31.1

Timing of auditeport
scrutiny

The review ofwudit report is completed within
one month of the receipt of audit report; this
has been the case over the last three complete
fiscal yearsFY20142015, 20152016, and
2016/2017.

31.2

Hearing on audit findings

Over the last three completed fiscal year
FY20142015, 20152016, and 20162017,PAC
conducted audit hearirngby inviting ORAG to
brief it on audit findings; only a few budgeted
entities are invited fothe hearings, including
BoFb.

31.3

Audit recommendations by
the legislature

PAdssues audit recommendations and
systematically follows up on recommendations
and remedial actions by conducting a quarterly
review and issues quarterly reports; this has
been the case in all three fiscal years
FY20142015, 20152016, and 20162017.

31.4

Transparency of the
legislative scrutiny of audit
reports

The hearings are not public; also, PAC reports
are not published on the website but a weekly
TV program is aired to, among others,
disseminate audit findings and

recommendations.

Note:PB = Public body.
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Annex 2: Summary of observations on the internal control
framework

Internal
control
components

and elements
1. Control
environment

Summary of observations

The guiding frameworks for the regional government aredbastitutionandvarious
proclamations and regulations on PFM, procurement, internal audit, external audit,
parliamentary oversight, and antorruption. Generally, rules and regulations are
respected and management and staff have supportive attitudes égvinternal control
(PI25). The centralized public service policytfor organizational structure and
compensation scheme helped for a standardized and transparent pay system through
the region. By law, ORAG is mandated to prepare a structure, tiedsalary scale and
other benefits for the head and professionals and submit thitheocouncil for approval,
and submit annual work plaand budgesto the council. However, it submits the budget
request to BoFED BD). The tight audit follovup conducted by the regional council
demonstrates the structural will of the government for internal controt3P). Shortage of
manpower and low staff capagilimited the coverage of tax audit conducted by the
revenue authority (R19).¢ KSNB | NBy Qi aA3IyAFAOlIyi NB
report of the region(P16).

2. Risk
assessment

Organizationalevel risk assessment is essential to ensure thatinternal control in place
is effective. The risk assessment function by the revenue authority on taxation, thougk
fully structured and systematic, helps improve the control on revenue collection. Therg
no practice of conducting periodic organimamal-level risk assessment and most public
bodies do not have a comprehensive risk management strategy. Internal audit and ex
audit functions largely focus on compliance audit than systems audit and are not base
comprehensive risk analysisdrmating. The recurring nature of certain findings and
recommendations from internal and external awglieflects partly the weakness of certair
control activities in procurement, property administration, and asset managemef25(PI
P126, and RBO).
PFMriskareasincludethe following
1 P-10 (fiscal risk reportingP+Q Mainly on subnational monitoring which is weak
in termsof submission oubnational governmendnnual financial reports for
review; also, on monitoring and reporting of contingent liabilities
1 PHL1 (public investment managemenB+QNo-existence of formal public
investment guidelines, limiting the economic analysis on investment programs
sdection criterig mostly based on government priorities with little economic
analysis andthe weak costing framework of investment projects with no forwal
linked recurrent expenditure
1 P12 (public asset managemenB+Q The absence of a comprehensiaad
consolidated government asset register to effectively monitor and safeguard
government assetsalsq weak monitoring of government financial assets
(investments in companies)
1 PFL9.4 (revenue arrears monitorindQ Reverue arrears are quithigh, at 12.5%
of total tax collections
1 P22 (expenditure arreargp+Q Sock of arrears are above 10% of total
government expenditure

3. Control
activities

The procedures for key internal control activities such as segregation of duties,
authorizaton and approval, reconciliation and review, and physical security of assets ¢
stipulated in the different laws, regulations, directives, manuals, and guidelines. Thes¢
procedures are applied for preparation, review, and approval of payments and
procurement and property management. However, there is no record of land and natu
resources belonging to the regional governmentXP).In addition, monthly reconciliation

of bank accounts, cash counts, annual physical counts, and ongoing internal and exte
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Internal

control
components
and elements

Summary of observations

audits strengthened the internal control. The use of SIGTAS and fingerprint identificat
systems for taxpayer registration strengthen the internal control over revenue collectic
(PHL9).

The role ofCT as a control activity within the PFM systefimiged. Most of the financial
management procedures including disbursement, procurement, property administratic
HR, and payroll are not automated. A partial TSA has been established, providing an
opportunity forthe BoFIP Treasury to view and consolidate cash balances on a daily b;
(PI21). IBEX is just a budget and expenditure management software. It only limits
expenditure commitment tdhe approved budget but not to cash availability. The limitec
systemic audit andisk assessment exercises limited the opportunity for the revision an
improvement of existing control activities. Manuals and procedures are not updated til
The frequent structural changes within the regional administration demand a swift upc
of the control activities to ensure their effectiveness.

Weak PFM reas include the following:

1 P24 (procurement®Q The main issue relates to the independence of
procurement complairg system, public access to procurement information, an
procurement statistics

1 PE26.2(nature ofaudits and standards appligdX? Internal audis do not meet
internationalstandards

4. Information
and
communication

Monthly financial reports and quarterly and annual physical performance reports are
produced and communicated to the management at the Bl level. The financial statem
provide information on budget utilization, revenue collection, cash balances, receivabl
and payables (F28.1), while the performance reports provide information onidties
LISNF2NYSR FyR GFNBSG&a FOKASOGSR® . LAQ Y
for auditon time. Management of Bls also report to the council on their performances.
Internal audit units produce and submit reports to their respective nggmaent and to
BoFB. ORAG submits its reports to the management and the regional council. Some
internal audit units and ORAG conduct performance audits and communicate their fin
The evenue authority uses various channels to inform the taxpaydout their rights and
obligations (RIL9). Revenue collections are reported by the revenue authority to BoFE
monthly (P120). Most bureaus have websites, though these are not fully used in terms
providing information to the public (). Though di& on procurement are available at
each budgeted entity, there are no comprehensive annual statistics on public procure|
(P124).

The accounting system is not in line with international accounting stasdarch as IPSAS
The financial statements do not provide information on tangible assets, contingent
liabilities, investments, loan, and guaranteesZPI1). Most of the Bls received qualified
audit opinion and a fifth of them received adverse and disclaiopgnion (P430.1). At the
regional level, consolidated budget execution reports are prepared quarterly and annt
(PF28.2).The audit report on the consolidated fund of the region is presented to the
council (PB0.2). Information access to the pubigcyet to be developed at the regional
level. The audit report of the Auditor General-@) and the audit followp report of PAC
(PE31) are not publishedORA uses different channels to disseminate information on th
main tax obligations and rights dmedress processes and proceduresi®). The approvel
budget of the region is gazetted and posted on the website of BoFiscal risk monitoring
in connection with SoEs is weak. Audited and unaudited financial statements are not
published and informatin on contingent liabilities is not produced and communicated (
10).
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Internal

control
components
and elements

Summary of observations

Bls use rudimentary and nesystematic ways of undertaking economic analysis of publ
investment projects. The planning commission has developed an internal guideline fo
analyzing investment projects; however, this is neither published nor made available t
sector bureaus (budgetary institutions) and extradgetary units. The implementing unit
monitors investment projects through physical inspection and periodic (qugjtérlancial
progress reports (P11). Some of the nonfinancial assets are registered at Bl |éugls
consolidated information is not available at BEFEhe consolidated financial statement
the region does not contaiabalance sheet as well as disslire on public investments in
SoEs (P12, Pi30).

Main area of concern:

1 PO (public access to fiscal informatipfQ Most government fiscal datare not

accessible by the public

5. Monitoring | Different monitoring mechanisms are in place to ensure the efficiency and effectivene
operation, fulfilment of accountability, compliances to rules and regulations, and
safeguarding of resources. Management of Bls receives monthly financial andriuarte
performance reports and also submits their performance reports to the council. The
internal audit units and the Regional Auditor General conduct audits. The regional cou
scrutinizes the audit reports and continuous follayy is conducted (F26, P130,and Pt
31). The Central Internal Audit Directorate at BoREonitors the implementation of
internal audit recommendationgAn internal peer review mechanism is established at th
Regional Auditor General (B0) for quality assurance. The limited ajpption of the
international standards on internal auditing {#8), the institutional limitation of PAGnd
the quality of inyear and annual financial statements weaken monitoring activitie2&PI
andP}29). The regional procurement authority condu@grocurement process audit (Pl
24).

Areas to note includéhe following
1 P30 (externabudit) ®+Q ORAG presently does not cover SoE auddinly due
to technical capacity and finance resource constraints
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Annex 3A: Sources ahformation

Oromia Regional State Government

Please note that there were no other specific surveys or analytical work conducted for the @egioiaalgovernment; information below was used for the assessment

Indicator

Pillar I. Budgetreliability

Dimension

Data used

1. Aggregateexpenditure ottturn

1.1 Aggregatexpenditure outturn

Approved expenditure budgets and actual outturns for 2186, 20162017,
and 20172018; interview with BoFABbudget officials

2. Expenditurecomposition outturn

2.1 Expenditureompositionoutturn by
function

Approved expenditure budgets and actual outturns for 2186, 20162017,
and 20172018; classification according to functions; interview with HOR
budget officials

2.2 Expenditureomposition outturn by
economic type

Approved budgets and actual outturns for 202616, 20162017, and
2017/2018; classification according to economic type; interview with
budget officials

2.3 Expenditure froncontingency resems

Contingency vote and actual expenditure fraontingency vote for 2012016,
2016/2017, and 20172018

3. Revenueutturn

Pillar . Transparencyf public finances
4. Budgetclassification

3.1 Aggregateevenue atturn

Approved revenue budgets and actual outturns for 2186, 20162017, and
2017/2018; interview with BoHEbudget officials

3.2 Revenueomposition outturn

4.1 Budgetlassification

Approved revenue budgets and actual outturns according to revenue typ
2015/2016, 20162017, and 20172018; interview with BoHEbudget officials

Budget documentation for 2017/18; interview with budget officials

5. Budgetdocumentation

5.1 Budgetlocumentation

Budget documentation for 2018019 submitted to the regional counci
interview with budgetfficials

6. Central government
outside financial reports

operations

6.1 Expenditureutside financial reports

List of extrabudgetary unitsandtotal expenditure for 2017/18

6.2 Revenueutside financial reports

List of extrabudgetary unitsandtotal revenue for 2017/18

6.3 Financialeports of extrabudgetary units

List of extrabudgetary unitsand dates of submission of annual financ
statements for 2017/18

7. Transfergo subnationalgovernments

7.1 System foallocating tansfers

Grants/subsidies distribution formula (EC 2010) i@redas approved by the
regional council

7.2 Timeliness afformation onthe transfers

Approved budget with ceilings for FY2017/2018

8. Performanceanformation for service
delivery

8.1 Performancelans for service delivery

Health Sector Growth and Transformation Plan Il and ESDP V; annual
plans for 2018/19
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Indicator

Dimension
8.2 Performanceachieved for service deliver

Oromia Regional State Government

Data used
Performance report for both health and education sector for 2017/18

8.3 Resourcereceived by service delivery

Educational statistics abstracts for 2017/18

8.4 Performancevaluation for service
delivery

Health sector midterm evaluation report for 2017/18

9. Publicaccess to fiscdhformation

10. Fiscatisk reporting

9.1 Publiaccess to fiscal information

Pillar Ill. Managementof assets and liabilities

10.1 Monitoring ofpublic corporatiors

Oromia government website www.oromia.gov.et

No data on SoEs

10.2 Monitoring ofsubnational governments

Annual financial statements from 21 zones plus dates of submission of a
financial statements to BoEHor 2017/18

10.3 Contingenliabilities and other fiscal
risks

Interview with officials of BoREbudget department; consolidated annu
financial statements for FY2017/2018

11. Publidnvestment management

11.1 Economianalysis of investment
projects

Interview with officials fromplanning commission anBudget Orectorate of
BoFbB ; data onl0largest capital investment projects for FY2017/2018

11.2 Investmenproject selection

Interview with officials fronPPlanning ectorate of BoFP

11.3 Investmenproject costing

Project documents od0 largest investments for FY2017/2018

11.4 Investmenproject monitoring

Progress and project completion reports frgglanning commissioonf BoFb

12. Publicasset management

12.1 Financiadsset monitoring

Consolidated annual financial statements for 2017/2018

12.2 Nonfinanciahsset monitoring

Individual fixed assets register (decentzad) from sample regional sectq
bureaus (education, health, aguiture, and urbandevelopment)

12.3 Transparency @fsset disposal

Article 57 of the Oromia Government Procurement and Property Administre
Proclamation N0.157/2010; disposal documents from PPPDS

13. Debtmanagement

14. Macroeconomic andiscal
forecasting

13.1 Recording anceporting of debt and
guarantees

Not applicable

13.2 Approvabf debt and guarantees

Not applicable

13.3 Debtmanagement strategy

PillarIV. Policybased fiscal strategy and budgeting

14.1 Macroeconomitorecasts

Not applicable

Medium-term regional strategic plan (alsalbed GTP 11 2016/£2020/2021)

14.2 Fiscdlorecasts

Medium-term regional strategic plan (alsalbed GTP 11 2016/£2020/2021)

14.3 Macrofiscal sensitivity analysis

Scenario analysis for 2017/18

15. Fiscastrategy

15.1 Fiscaimpact of policy proposals

Not applicable

15.2 Fiscadtrategy adoption

Not applicable
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Indicator

Dimension
15.3 Reportingpn fiscal outcaes

Oromia Regional State Government

Data used
Not applicable

16. Mediumterm perspective in
expenditure budgeting

16.1 Mediumterm expenditure estimates

Budget documentation for 2012019

16.2 Mediumterm expenditure ceilings

Budget documentation for 2012019

16.3 Alignment o$trategic plans and budget

Health Sector Growth and@ransformation Plan Il and ESDP V; annual aq
plans for 2018/19

16.4 Consistency tfudgets with previous
@Sl NRa SaidAayvYlidSa

No MTEFF

17. Budgetpreparation pro@ss

17.1 Budgetalendar

Budget calendar for 2018019; dates sectors responded tioe BCC

17.2 Guidance ohudget preparéion

Budget circular for 2012019

17.3 Budgesubmission to the legislature

Dates budgets (2012016, 20162017, and 20172018) were submitted to the
regional council

18. Legislativescrutiny of budgets

19. Revenuedministration

18.1 Scope dbudget scrutiny

Proclamation No. 201/2017 (A Proclamation Enacted to Redefine Organiza
5dziASas [/ 2yRdzOG 2F GKS aSYdSNm |
interview with regional councBbudget and finance committee

18.2 Legislativerocedures for budget
scrutiny

Proclamation No. 201/2017 (A Proclamation Enacted to Redefine Organiza
5dziASax /2yRdzOG 2F GKS aSYOSNE |
interview withregional council budget and finance committee

18.3 Timing obudget gproval

Budget approval dates for 2015316, 20162017, and 20182019

18.4 Rules fobudget adjustmers by the
executive

Pillar V. Predictabilityand control inbudget execution

19.1 Rightand obligations for revenue
measures

Articles 22 to 26 of Proclamation No. 156/2010 (A Proclamation tesRblish
the Financial Administratioof Oromia National Regional State Proclamation
88/1997) and Amendment Proclamation No. 209/2018

Oromia tax laws, sample tax leaflets, ORA website www.ora.gov.et; inter
with ORA officials

19.2 Revenueisk manageent

Interviews with ORA officials

19.3 Revenueaudit and investigation

Tax audit plan and actual performance for 2020¥8

19.4 Revenuarrears monitoring

Tax arrears for 2012018

20. Accountindgor revenue

20.1 Informationon revenue collections

Monthly revenue reports submitted to BoBE

20.2 Transfepof revenue collections

Copy of standing order for bank transfer; confirmation frtbva BoF I Treasury
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Indicator

Dimension
20.3 Revenuaccounts reconciliation

Oromia Regional State Government

Data used
Copy of 20172018 revenue reconciliation statement

21. Predictabilityof in-year resource
allocation

21.1 Consolidationf cash balances

Interview withthe BoFIB Treasury; copy of consolidation report for March
2019

21.2 Caslfiorecasting and monitoring

Sample cash flow forecasts froneducation, health and agriclture;
consolidated cash flow forecast from B&FE

21.3 Informationon commitment ceilings

Copy of drawing limit 2022018

21.4 Significancef in-year budget
adjustments

Interview withBudget DOrectorate of BoFE; list ofvirements for 20172018

22. Expenditurearrears

22.1 Stoclof expenditure arrears

Expenditure arrears for 2018016, 20162017, and 20172018

22.2 Expenditurarrears moniteing

Copy on consolidated quarterly -irear budget execution reportincluding
statement of ageprofiled expenditure arrears according to type

23. Payrolicontrols

23.1 Integratiorof payroll and personnel
records

Sample personnel records from education, agitire, health and BoHE
interviews with HR an®ayroll Orectorates of selected sector bureaus

23.2 Managemenof payroll chages

A copy of February 2019 payroll run from BDRIEd selected sector bureaus

23.3 Internalkontrol of payoll

Interview with HR heads sfector bureaus

23.4 Payrolaudit

Interview with HR heads of sector burea@RAG, and internal audit units

24. Procuremenimanagement

24.1 Procuremeninonitoring

Data/statistics on procurement for 2012018

24.2 Procuremeninethods

Data/statistics on procurement for 2012018

24.3 Publi@access to procurement
information

PPPDS website (not functiond®pFB website

24.4 Procurementomplaints management

Article 57 of the Oromia Government Procurement and Prop&dsninistration
Proclamation N0.157/2010; disposal documents from PPPDS

25. Internalcontrols on nonsalary
expenditure

25.1 Segregation afuties

Articles 22 to 26 of Proclamation No. 156/2010 (A Proclamation tesRblish
the Financial Administratioof Oromia National Regional State Proclamation

88/1997) and Amendment Proclamation No. 209/2018; financial manager
manuals on procurement, sh managementand asset management

25.2 Effectiveness @xpenditure
commitment controls

Information from IBEX; interview withinance Dectorates

25.3 Compliance witpaymentrules and
procedures

Interview with internal audit unitand ORAG; sample copies of internal au
reports for 20172018
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Indicator Dimension Data used

26.1 Coverage afternal audit Internal audit manual; interview with internal auditors

26.2 Nature ofwudits and standards applied| Sample internal audit plans f@017/2018; interview with internal auditors

26. Internalaudit 26.3 Implementation ointernal audits and | Interview with internal audit unitand ORAG; sample copies of internal au
reporting reports for 20172018; internal audit plans for 201718
Interview with internal audit unitand ORAG; sample copies of internal au

26.4 Response timternal audits reports for 20172018

Pillar VI. Accounting and reporting

Bank reconciliation statements for endf-year 20172018 and latest

27.1 Banlaccount recaciliation reconciliations January 2019 frothe BoFIP Treasury and sector bureau
(education, health, agridture, and urban development)
27. Financiatlata integrity 27.2 Suspensaccounts Not applicable
27.3 Advancaccounts 2017/2018 annual financial statements; interview with accounts staff

. . . . IBEX m review an ntrol pr for integri
27.4 Financiallata integrity processes system review and control process for data integrity

28.1 Coverage angbmparability of reports In-year budget execution report for 2017018

28. Inyear budget reports 28.2 Timing ofn-year budget reorts In-year budget execution report for 2012018; review of IBEX system

28.3 Accuracy dh-year budget reports In-year budget executioreport for 20172018

29.1 Completeness afnual financial 2017/2018 consolidated annual financial statements
reports

Dates of submission of 2012018 consolidated annudinancial statements tg

ORAG

29.3 Accountingtandards Review of consist_ency of accour_ning _standards for 20083, 20162017, and
) 2017/2018 consolidated annual financial statements

Pillar VII. Externakcrutiny and audit

Interview with ORAG; data on audit coverage; audit manual; annual audit
for 20152016, 20162017, and 20172018

29. Annualfinancial reports 29.2 Submissimof reports for external audit

30.1 Auditcoverage and standards

30. Externabudit 30.2 Submission @&fudit reports to the Dates of submission of 2015316 and 20162017 audit reports to regiona
legislature council; triangulation from regional council
30.3 Externahudit follow-up Interview with ORAG; review of 202816 and 20162017 audit reports
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Indicator

Dimension
30.4 Supremeaudit institution independence

Oromia Regional State Government

Data used
Review of audit law The AuditProclamation No. 154/2010 (as amended)

31. Legislativescrutiny of audit repors

31.1 Timing ofudit report scrutiny

Dates PAC received and reviewed ORAG audit reports

31.2 Hearings oaudit findings

Interview with PAC members

31.3Auditrecommendations by the
legislaturee

Quarterly PAC reports

31.4 Transparency ¢dgislative scrutiny of
audit reports

Interview with PAC members
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Annex 3B: List oftakeholdersinterviewed

| Organiation |

Position

Oromia Regional State Government

Oromia Bureau of Finance and Econorfievelopment

Telephone

Tesfaye Chemeda BoFbB Deputy Bureau Head +25192-2098360 tesfachemeda@gmail.com
Tesfaye Gemechu BoFB Channel 1 Coordinator +251:91-1866629 Tesfayegemechu830@gmail.com
Aschenaki Disasa BoFb Budget Director +25191-1814105 aschenakias@yahoo.com
Samuel Tesfaye BoFb Director, Financand Admin +25191-2037965 Sami2004natola@yahoo.com
Asiya Aman BoFb Regional Accountant +251:91-1707629 Asiya7076a@gmail.com
Solomon Abate BoFb Director, Disbursement +251-91-2942671 Solabate2017@gmail.com
Aynalem Nigussie BoFb Head, Treasury +251:91-3111220 aynalemsyb@gmail.com
Titehun Tibo BoFb Head, Inspedbn Directorate

(Audit)
Mihishu Gedu BoFb Public Procurement Director +25191-1933217
Yusuf Dersi BoFb Director, Budget Allocation +251-91-1028404 Naanaatii2015@gmail.com
Feyisa Damesa BoFb Finance Director +251-91-1663769 Dfeyisal23@yahoo.com
Meseret Salila BoFbB Finance Director +25191-1539654
Dinkinesh Legese BoFb Head, Gender Directorate +251:91-2007249 Dlegesel2@gmail.com
Oromia Urban Developmer&nd Housing Bureau
Mekonnen Kebede OUDHB Finance Director +251-92-2299549 Mekekebe2010@gmail.com
Nigussie Kitelaw OUDHB Team leader internal audit +251-94-2410338 nugetutu@gmail.com
Negusu Tsegay OUDHB +251-91-2216106 negusutsegay@gmail.com
Assag Duula OUDHB Storekeeper +251-91-1866755
Tesfaye Gudissa OUDHB Accounts Officer +251:93-3713431 Gudissatesfaye97@gmail.com
Tegbaru Tadesse OUDHB Planning Officer +251-91-0310791 tagbish@gmail.com
Adisu Tesfaye OUDHB Procurement Coordinator +251:92-2278556 Adis9805@gmail.com
Oromia Public Procuremerdnd Property Disposal Agency
Alemayehu Mijena OPPPDS Deputy Director +251-91-3755763 alexmijena@gmail.com
Abdulkadir Ahmad OPPPDS Director, Public Procurement | +25191-1355316 Abdiabdu096 @gmail.com
Habtamu Mendoyou | OPPPDS Director, Asset Disposal +25191-1712720 habtamuedward@gmail.com
Oromia Revenue Authority
Girma Dadi ORA Deputy Director +25191-1014488 girma@gmail.com
Abdissa Dufera ORA Director +251-91-1868562 Abdisaduferal@gmail.com
Kumsa Gebisa ORA Group Leader +25191-2117192 kumsagebisa@gmail.com
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| Organkation |

Position

Telephone

committee

Kebede Zegeye ORA Director +251:91-1434441

Husen Usman ORA Deputy Director +251-93-0363241 husenusman@gmail.com
Ramadan Wariyo ORA Public Prosecutor +251:91-3225861 Ramadanwariyo61@gmail.com
Oromia Planningand Economic Development Commission

Dr Teshom Aduanu OPEDC Commissioner +251-91-1641041 g.teshom@gmai.com

Mitiku Nega OPEDC Director, Finance +251-92-2695971 mitikunegasifen@gmail.com
Oromia Regional Office of Auditor General

Amente Mechalu | ORAG | Deputy Auditor General | +25191-164435 | Arobale2011@gmail.com
Oromia Regional CoundiDRC)

Yilma Weyesa ORC Chairman of PAC +251-91-1854114 weyesayilma@gmail.com
Yeshi Muluneh ORC Adviser +251-91-3468864 milkafnes@gmail.com
Mestawat Feyissa ORC Chairperson of women, children +251:91-7531673 Mfeyissa58@gmail.com

Oromia Bureau of Agriculture

Terefe Disas OBA Deputy Bureau Head +251-91-1985628 terefedisas@gmail.com
Mamo Fosala OBA Expert +251-91-3816879 Mlulu.mamot@gmail.com
Ahmed Yusuf OBA Expert +251-91-2060483

Mengistu Jima OBA Director, Financand Admin +251-91-1899438

Oromia Health Bureau

Dereje Abdena OHB Deputy Bureau Head +251-96-6118222 Akumsa2000@yahoo.com
Lamessa Tadesse OHB Head, Planningnd Budgeting +251-91-7841657 Lamessa2@gmail.com
Chalsise Dhaboe OHB Headof Finance +251-92-0589249 chalsisedheba@yahoo.com
Demmalash Kinato OHB Head of Audit +251-91-3114278 debj@yahoo.com

Dugama Diriba OHB Head of Procurement +251-91-3358486

Nedi Diribsa OHB Head, Gender Directorate +251-91-1131402 nedidiribsa@yahoo.com
Yedesa Chewak OHB Finance Coordinator +251-91-0202112 Yadesechewakal@gmail.com
Oromia Education Bureau

Kisi Abeshu OEB Finance Director +251-91-3342658 kisiabeshu@gmail.com
Kebede Tabor OEB Team Leader +251-91-3489217 kebedetabor@gmail.com
Mideksa Tessi OEB Team Leader +251-91-1317253 mideksatessi@gmail.com
Bedviaya Hassen OEB Team Leader +25191-1138856 hassenbedvia@yahoo.co.uk
Temesgen Terefe OEB Team Leader +25191-3256365 TameelO4@gmail.com
Emebet Begna OEB Accountant +25191-3154657 emubegna@gmail.com
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| Organtation

Position

Oromia Regional State Government

Telephone

Samuel Keno OEB Accountant +251:91-1966035 samekeno@gmail.com
Gebisa Leliya OEB Accountant +251:91-3216333 Leliyagabisal2@gmail.com
Melkamu Hailu OEB Team Leader +25191-1357528 melkaddis@yahoo.com
Habiba Mohammed OEB Head, Gender Directorate +251:91-1897161 habuyeabdi@gmail.com
Dessalega Wakijira OEB Head of Planning +25191-0897282 dessalegawakijira@gmail.com
Oromia Regional Government Cadastre
Yilma Sisay | ORGC | Director, Planning | +25193-1526832 | Yilma33@yahoo.com
Oromia Construction Works Enterprise
Gadisa Erko | OCWE | Head of Finance | +25191-2208417 | Gadever414@gmail.com
Oromia LumeéNoreda
Gosa Bogale WoredaFinance | Head of Budget +251-:91-5987737 gosabogale@yahoo.com
Getahun Zenebe WoredaFinance | Head of Accounts +251:91-3267628 Zenebegetahun582@gmail.com
Mekonnen Teklu WoredaFinance | Internal Auditor +251-91-9827614 Mekonen93@gmail.com
Asnake Eshefe WoredaFinance | Accountant +251:92-1061957
Birru Dechassa Woreda Head of Education Office +251:91-1944181

Education
Nurudin Mohammed WoredaHealth | Head of Health Office +251-91-7817250 Nurudinmohammed584 @gmail.com
LumeWoreda- Dhaka Boora Health Cente
Tizita Tilahun DBHC Senior Nurse +25193-6263894
Biruk Tadesse DBHC Accounts Officer +25190-9343443
LumeWoreda- Dhaka Boora Primary School
Tanik Girma DBPS Headmaster +25192-1071244
Ediris Edaa DBPS Assistant Headmaster +25191-3966300
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Annex4: Tracking change in performance based on the 2011 PEFA

framework

A. PFMoutturns: Credibility of the Budget

HLG1 Transfers from g
higher-level government

B+

Deterioration in
overall score due to
slippage in
dimension (ii)

(i) Outturn of transfer from
higherlevel government

Transfers were more
than 95% compared
to original budget in
two out of the last
three completed
fiscal years.
Deviations between
original budget and
actual transfer were
17.5%}51.1% and
0.2% in 20152016,
2016/2017, and
2017/2018,
respectively.

No change

(i) Earmarked grantsutturn

Transfers of
earmarked grants
deviated by more
than 10% in all three
years under review.
Actual deviations
were 21.8% in
2015/2016, 40% in
2016/2017, and 15%
in 2017/2018.

Both score and
performance
deteriorated; there
were significant
deviations between
budget and actual
transfers

(i) Timeliness of transfe
from higherlevel
government

Actual
disbursements of
both recurrent and
capital grants have
been evenly spread
within each of the
last three years
under review.

No change

PI1 Aggregate expenditure
outturn compared to
original approved budget

Actual budget
outturns were
101.2%, 110.6%and
92.5% in 20152016,
2016/2017, and
2017/2018,
respectively

No change

P2 Composition of
expenditure outturn
compared to original

approved budget

B+

C+

Deterioration in
dimension (i)
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Score Score r .
: Description of Explanation of
Indicator/Dimension previous current requirements met in change (include
assessment| assessment A
(2015) (2018) current assessment| comparability issues)
(i) Extent of the variance in B C Variance in Deterioration in both
expenditure expenditure score and
composition during the composition were performance
last three years, 9.3%, 16.6%@and
excludingcontingency 12.1% in 20152016,
items 2016/2017, and
2017/2018,
respectively
(i) The average amount of A A Actual expenditure | No change
expenditure actually charged to
charged to the contingency vote
contingency vote over was on average
the last three years 0.5%
P13 Aggregate revenue D C Actual domestic Improvement in
outturn compared to revenue outturns both score and
original approved budget were 84.9%, 94.8% | performance
and 128.7% in
2015/2016,
2016/2017, and
2017/2018,
respectively
PH4 Stock and monitoring B+ C+ Deterioration in
of expenditure payment overall score and
arrears performance
(i) Stock of expenditure A C Stock of expenditure| Deterioration in both
payment arrears and a arrearsisabove 10% | scoreand
recent change in the in two out the last performance
stock three completed
fiscal years. Actual
percentages as
compared to total
expenditure were
15.2%, 10.8%and
9.2% in
FY2015/2016,
2016/2017, and
2017/2018
respectively
(ii) Availability of data for B A Reliable d@ta on Improvement in both
monitoring the stock of stock of arrearsre score and
expenditure payment generated quarterly; | performance
arrears this is ageprofiled.
B.Key crossutting issues Comprehensiveness artdansparency
P15 Classification of the B B Budget formulation, | No change
budget execution and
reporting are based
on administrative,
economigand
functional
classification using
GFS/COFOG
standards. This
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