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FINANCIAL DECENTRALIZATION IN BOSNIA AND HERZEGOVINA

BiH Institutions Federation Republic

of BiH of Srpska ‘

) Cantonallevel and
Entity municipal/ city level

Bosnia and Herzegovina (BiH) is characterized by asymmetric fiscal decentralisation with multiple levels of general government with a high
degree of budgetary autonomy — BiH Institutions; Entity Federation of BiH (FBiH) with the FBiH level, Cantonal level, and municipal/ city
level; Entity Republic of Srpska (RS) with RS level and municipal/ city level; and Brcko District (BD).



FINANCIAL DECENTRALIZATION IN BOSNIA AND HERZEGOVINA

* Reflecting constitutional provisions, the fiscal system in Bosnia and Herzegovina
is characterized by a high degree of decentralization. The general government
sector consists of four levels of authority: the Institutions of Bosnia and
Herzegovina, the Federation of Bosnia and Herzegovina, Republika Srpska, and
the Br¢ko District of Bosnia and Herzegovina.

* The executive authorities in Bosnia and Herzegovina are: the Council of Ministers
of Bosnia and Herzegovina, the Government of the Federation of Bosnia and
Herzegovina, the Government of the Republic of Srpska, and the Government of

the Br¢ko District of Bosnia and Herzegovina. All four levels of authority have
public enterprises, and extra-budgetary funds (social security funds) exist in the
entities.

* The Federation of Bosnia and Herzegovina consists of 10 cantons, with 16 cities
and 79 municipalities. Republika Srpska consists of 10 cities and 54
municipalities.
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FINANCIAL DECENTRALIZATION IN BOSNIA AND HERZEGOVINA
BiH Institutions

According to Article IIl of the Constitution of Bosnia and Herzegovina,

the following tasks are under the jurisdiction of the institutions of

Bosnia and Herzegovina:

a) Foreign policy,

b) Foreign trade policy,

c) customs policy,

d) monetary policy,

e) Financing of institutions and international obligations of Bosnia and
Herzegovina,

f) Policy and regulation of immigration, refugee and asylum issues,

g) Implementation of international and inter-entity criminal law
regulations, including relations with Interpol,

h) Establishment and functioning of joint and international means of
communication,

i)  Regulation of inter-entity transport,

j)  Air traffic control.

There are currently 75 budget beneficiaries in Bosnia and Herzegovina,
comprising various institutions such as ministries, agencies, regulatory
bodies, and judicial institutions.

The Law on Financing the Institutions of Bosnia and Herzegovina
governs the preparation, adoption, execution, accounting, reporting, and
supervision of the Budget of Bosnia and Herzegovina. This law
designates the Parliamentary Assembly of Bosnia and Herzegovina as
the authority responsible for determining the financial activities of
budget beneficiaries, projecting revenues and expenses for one fiscal
year, and establishing the upper limit of Bosnia and Herzegovina's debt.

Budget beneficiaries encompass all institutions of Bosnia and
Herzegovina, other bodies financed from the budget, as well as
regulatory bodies.

The Ministry of Finance and Treasury of Bosnia and Herzegovina holds
responsibility for preparing the budget, executing it, financing budgetary
institutions, coordinating activities to secure budget funds and public
investments, and undertaking other related activities as per the
Constitution and the law.



FINANCIAL DECENTRALIZATION IN BOSNIA AND HERZEGOVINA

BiH Institutions

Budget revenues

Budget revenues for BiH institutions are planned according
to the Global Framework of Fiscal Balance and Policies in
Bosnia and Herzegovina 2023-2025.

Tax revenue from the Single Account of the Indirect
Taxation Authority amounts to 1,020,500,000 KM, serving
as the primary revenue source within the Budget of BiH
institutions for the year 2023.

Non-tax revenues contribute an additional 152,118,000 KM,
while transfers from other levels of government amount to
692,000 KM, supporting the financing of BiH institutions.

Financing and receipts include a surplus of funds
transferred from previous years, totaling 141,100,000 BAM,
along with receipts from the sale of fixed assets amounting
to 990,000 BAM.

Revenues of the Budget of BiH institutions and BiH's
international obligations also encompass revenues
allocated to finance public debt, totaling 1,245,966,362
BAM, aimed at settling obligations of BiH institutions,
entities, and the Brc¢ko District.

2.561.366.362 BAM

(EVENUES, RECEIPTS AND

CING INTERNATIONAL
OBLIGATIONS

1.173.310.000 BAM

REVENUES AND SUPPORT FOR
FINANCING THE INSTITUTIONS.
OF BOSNIA AND HERZEGOVINA

1.245.966.362 BAM
REVENUES TO FINANGE
BOSNIA AND
HERZEGOVINA'S FOREIGN

Expenses
according to
COFOG
classification
Institutions
of Bosnia
and
Herzegovina

1%

1, GENERAL PUBLIC SERVICES

S

3. PUBLIC ORDER
AND SECURITY

&

5. ENVIRONMENTAL
PROTECTION

£

1. LEISURE, CULTURE,
RELIGION

»

2, DEFENSE

il

4. ECONOMIC AFFAIRS

8. EDUCATION




FINANCIAL DECENTRALIZATION IN BOSNIA AND HERZEGOVINA

Entity level, cantonal level and municipal/ city

Federation of BiH Republic of Srpska Brcko District

LruoUIVOL 1 oau

7,47 5,74 0,40

billion KM billidn KM billidon KM

Local authorities have significant
autonomy in managing their
budgets and resources. This
autonomy enables local
governments to adjust their
budgetary priorities and
development strategies according
to the specific needs and
circumstances of their community.

Each entity and canton, along with
municipalities and cities, has its
own budget formed based on tax
revenues, donations, and other
sources of income. These local
budgets enable local authorities to
plan and implement projects and
programs that address the needs
of their communities.




SINGLE ACCOUNT
REVENUE POOL

MINUS THE SHARE FOR THE
STATES ADMINISTRATIVE
EXPENDITURES

MINUS EXTERNAL
DEBT SERVICE

EQUALS AMOUNT FOR THE
ENTITIES AND BRCKO
DISTRICT

- N

REPUBLIC OF BRCKO DISTRICT FEDERATION BIH
SRPSKA SHARE SHARE SHARE
CENTRAL ROAD CENTRAL ROAD
GOVERNMENT DIRECTORATE GOVERNMENT DIRECTORATE
y
MUNICIPALITIES CANTONS

DISTRIBUTION OF REVENUES

At the level of Bosnia and Herzegovina, only indirect taxes
are collected, the collection of which accumulates into a
single account and is later distributed proportionally to the
entities. The Indirect Taxation Authority, in addition to
collecting value-added tax (VAT), is also responsible for
customs duties, tolls, and excise taxes. Indirect taxes are
deposited into the direct account of the Indirect Taxation
Authority, with indications of the municipality, canton, and
entity codes. Based on this, percentages for the allocation
of funds to entities are later determined, and entities
further distribute them to cantons or municipalities.

All other taxes, fees, and charges are collected and legally
defined at the level of the Republika Srpska entity, the
Federation of Bosnia and Herzegovina entity, and the Brcko
District of Bosnia and Herzegovina. Furthermore, within the
entities, authorities are delegated to the local self-
government level — municipalities, cantons, and

municipalities in the Federation of Bosnia and Herzegovina.



Fiscal Council

A Fiscal Council was created in 2008, with the objective to coordinate fiscal
policies for the sake of common interest of BH Institutions, Entities and Brcko
District. For the most important role of fiscal coordination—preparing the Global
Framework of the Fiscal Balance and Policy—in practice the Fiscal Council
decides on revenues from indirect taxation and the budget of BiH Institutions,
thereby creating preconditions for budget planning at lower level of

governments, which are responsible for over 90% of public expenditures.

Given that key government functions (social policy, subsidies, education, etc), are
performed at sub-national level, timely decision making on BiH Institutions’
revenues from indirect taxes is important in enabling timely implementation of
their respective budgets.

Fiscal targets: The Global Framework of Fiscal Balance and Policies should set
medium-term fiscal targets each year; however, the only fiscal goal they note is
that the primary deficit and total public consumption should be reduced; while
concerning debt they quote the annual ceilings for indebtedness of the budgets
of institutions of: BiH, FBiH, RS, and DB, and in compliance with legal limits



FISCAL FRAMEWORK

Total public expenditures in Bosnia and Herzegovina for the period 2022-2026
(in millions of KM)

1.014,7 1.299,0 13514 13114 13114
10.749.,0 12.109,3 13.576.8 13.786,2 15.037.3
6.081.8 6.940.,4 7.357.1 7.644.,0 7.867.8
2847 312,6 3854 3004 3144
18.130,2 20.661.4 22.670,7 23.042,0 255309
45.518,0 48.462,0 51.170,0 53.956,0 56.932,0

39.8% 42,6% 44.3% 42,7% 43,1%



BUDGET PREPARATION

ADEDIVD

Budget planning procedures and calendars are broadly similar at all four levels: mediumterm expenditure
frameworks (MTEFs) are prepared each year and adopted in early summer, serving as a predraft of
annual budgets, which are prepared in the fall and adopted by the parliaments by year-end.

At all levels, budgets include economic and organizational classifications, while budget requests also
include program formats. Only at the State level is program budgeting information, including program
performance measures, a part of the budget documentation that accompanies the annual budget law in
the adoption procedure.



Thank you for your attention!

®11.30 -12:00
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