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Fund utilization for operating and development activities: Classification into economic categories

The Government using the operating and development budget tries to achieve its various sector-related
objectives based on Afghanistan National Development Strategy (ANDS) and National Priority Programs
(NPPs),The total expenditure reaches Afs318,798,014,403 consisting of Afs235,889,089,7440perating bud-
get and Afs82,908,924,659 development budget, in the FY1394, and it is divided into below 8 sectors: 1)
Security 2) Governance and law 3) Infrastructure and natural resources 4) Education 5) Health 6) Agricul-
ture and rural development 7) Social security and 8) Economic Governance.

Under the operating budget in the FY1394, the highest share is of security sector 62.28%, followed by
education 17%, and social security 6.3%. The expenditures in these three sectors are mainly salaries and
wages, and social benefit, the share of governance and law is 6%, infrastructure and natural resources
2.5%, public health 1.6%, agriculture and rural development 1.2% and economic governance 3.3%.

Under the development budget in FY1392, the portion of infrastructure and natural resources is 35%, agri-
culture and rural development 27.6%, education 9.4%, and public health 8.9%. These sectors are important
for development of infrastructures, natural resources, agriculture and rural development, education and
health sectors. The share of security sector is11.3% and economic governance %4.2, governance and law
% 2.3 and social security is 0. 9%.

Below shows sector-wise details of operating and development expenditures

Table 2.13: Operating and development expenditure in FY1394 (Sector wise)

Table 2,13: Operating and development expenditure in FY1394 (Sector wise)
. Percentage
Sectors Operating Development Total Share
Security 149.917.751.861 802.655.535 147.723.407.396
Governance and Law 15,149,137,603 1.614.475.703 16.763.613.306
piEeichusiendinatutl 6,515,336,991 33.899.404.541 40.414.741.532
resources
Education 36.582.703.770 8.464.199.222 45.046.902.992
health 3,503,705,866 11.182.388.666 14.686.094.532
peieliicndintg 1,947,217,077 22.756.462.125 24.703.679.202
development
Social security 19,176,126,446 447.606.971 19.623.733.417
Economic governance and 6,097,110,130 3,738.731.896 9.835.842.026
private sector development
Total 235,889,089, 744 82.908.924. 659 318.798.014.403 100,00

Total operating budget of FY 1394 comprise 22.87% GDP and total

development budget of FY 1394 comprise 12.32% GDP,
In FY1394, Government’s expenditure through operating budget was Afs235,
889,089,744 and development budgets expenditur was Afs82,908,924,659 total equal

Afs318,798,014,403, showing substantial increase over previous year to in compa-
sion with the total operating and development budget of FY1393 Afs300,986,114,038
and Afs278,144,662,094 of FY1392 and Afs189,383,812,905 of FY 1391 and Afs

199,181,991,505 of FY 1390.
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Classification of development expenditure based on the economic categories

Based on the presented information the total development budget expenditure was Afs 82,908,924,877
including Afs6,991,800,681 from domestic resources, Afs63,858,566,659 from non-discretionary foreign
grants, Afs11,035,856,453 from discretionary foreign grants and Afs1,022,700,868 from debt funds.
Based on the above items, the share of domestic revenue in total development budget is 8.5%, non-discre-
tionary grants 77%, discretionary budget 13.31% and debts 1.23%.

Covering of the development budget in FY1394 in the development budget document was estimat-
ed Afs3,810,353,520 from domestic resources, Afs16,792,200,000 from discretionary foreign grants,
Afs130,728,345,130 non-discretionary foreign grants, and Afs3,545,955,790 from debts, Thus, the realiza-
tion of development budget includes domestic resource 184%, discretionary foreign grant 65.72%, non-
discretionary grant 48.8% and debts 28.84%.

The above statement shows the fact that the budgetary units could not properly utilize the non-discretion-
ary grants and debts. Utilization from discretionary foreign grants and debts has been at its minimum level;
however, the expenditures from domestic resources is recorded in the budget document 84% higher than
the allocated funds and this shows inability of the relevant entities in attraction of non-discretionary funds
for implementation of their development projects.

The total of Afs82.908.924.659 as development expenditure in FY1394 is divided on the three economic
categories which two these categories (using goods and services) include 44% equal to Afs36.800.103.595
(against 50.17% in FY1393, 49.2% in FY1392, 41% in FY1391, and 42% in FY1390). Purchase of properties
include 54% equal to Afs44.808.952.348 (against 49.75% in FY1393, 50.8% in FY1392, 59% in FY1391, and
58% in FY1390. The third category has a small share in the budget and that is subsidies, grants, social ben-
efits and assistances with share of 1.57% or Afs1.299.868.716.

The below chart shows the classification of development expenditure in FY1394 on the basis of the eco-
nomic categories.

Figure 2.7: Shares of economic categories in the development expenditure in FY1394

FIGURE 2.6: PERCENTAGE SHARE OF ECONOMIC CATEGORIE IN
ORDINARY EXPENDUTURE IN fy 1393

B Salaries
m Goods & Services

= Debt Payment and Interest
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Figure 2.5: Percentage share of the economic categories in operating budget expenditure of FY1390.

OSalarie & Wages

BGoods & Services
Olnterest and debt payment
OSubsidies, grants & Social

benefits
OPurchase of properties

Salaries and wages are the biggest element of the operating budget expenditure in four organizations. The
ministry of defense, the ministry of interior affairs, the ministry of education and national security depart-
ment consists 81.1% the total operating budget expenditure under the salaries and wages. The share of
these entities in FY1393 has been 66%, in FY1392 84% and in FY 1391 85%.

As observed the total domestic revenue in FY1394 is Afs122.349.981.833, which covers only 98.85% total
operating expenditure of Code 21- salaries and wages- that is Afs124.395.850.233. This shows that the
current domestic revenue cannot cover only expenditures of Code 21, which are salaries and wages paid
by only four public entities.

In the FY1393, the domestic revenue could cover 66.6% expenditures on salaries and wages of operating
budget; however, it covered 78.4% of salaries and wages of the operating budget in the FY1392. Debt re-
payment and payment of its interest are the committed-expenditure of the government. Due to payment
of Afs1.176.037.570 as the interest on debt by the government in FY1394, the share of domestic revenue
against salaries and wages and repayment of debt and interest has decreased.

In addition to this, operating expenditure on social benefits is highly important because social benefits
includes (pension of civil and military workers, pension of martyrs and disables and etc.) and social cash
benefits (student welfare and other benefits) are committed-expenditures in nature. In the FY1394, the
government has spent Afs18.875.726.235 on social security welfare in cash.

As observed, in FY1394 the domestic revenue could not afford the expenditures on salaries and wages,
debt repayment and fees, and the payment for social cash benefits. Just a portion of this is realized by do-
mestic sources. As the expenditure in these three areas has been made without consideration of purchase
of goods, services and properties and if these continue the same way as did in the previous years, the
government will face a big challenge in the future.
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The above table shows that from Afs82,908,924,659 total development budget expenditure in the financial
year, which includes 44.39% of Code 22 (purchase of goods, services and salary payment), 1.57% of Code
24 (subsidies, grants and social benefits) and 54.01% of Code 25 (getting properties or construction affairs,
repair and purchase of equipment).

Considering the total development budget expenditure of Afs82,908,924,459, the percentage in Code 25
is higher in comparison with Code 22. But, considering the approved funds in the middle of the codes the
percentage of expenditure has been 62.4% in Code 22 and 48.8% in Code 25 and it states that focus on
expenditure had been higher on Code 25 than on Code 22.

High focus on expenditure from Code 25 than from Code 22 shows a fact that budgetary units more pur-
chase goods and pay salaries for consultancy services to increase their expenditure and less concentration
on implementation of fundamental projects.

The classification of Operating and development budgets expenditures in categories shows that the gov-
ernment in FY 1394 spent 47.79% of the total expenditure on salaries and wages (with a decrease of 50%
in FY 1393 and 1392, 52% in FY1391 and 56% in FY1390. It spent 29% expenditure on goods and services
(increase of 28% in FYs 1393 and 1392, 25% in FY1391 and 23.5% in FY1390). It spent 16.5% for purchase
of properties (increase of 15% in FY1393, decrease of 17.5% in FY1392, 19% in FY1391). It spent 6.3% on
subsidies, grants, social benefits, and debt payment (6.55% in FY1393, 4.3% in FY1392, 4% in FY1391 and
4.6% in FY1390). The development expenditure mostly includes categories of using goods and services and
purchase of properties, but in FY1394 a small percentage of expenditure was made on subsidies, grants
and social benefits.

Table 2.9: Operating and Development Budget Expenditure in consideration of economic categories in FY1394
Codes Expenditure items Operating budget Development Budget Total Percse:at::e et
21 e 152,266,853,599 ) 152,266,853,599 47.76
22 Using goods and services 55,762,051,335 36,800,103,595 92.562.154.930 29.03
23 Interests and repayment of debts 1,176,037,570 - 1,176,037,570 0.37
24 Subsidies, grants and social benefits 18,875,726,235 1,299,868,716 20.175.594.951 6.33
25 Purchase of properties 7,808,421,005 44,808,952,348 52.617.373.353 16.5
Total 235,889,089,744 82,908,924,659 318.798.014.403 100,00

Classification of Operating Budget based on economic categories

From the total operating budget of Afs235.889.089.744 in FY1394, the share of salaries and wages is
47.76% which is less 65.77% from the year 1393, 70.5% from FY1392, and 72.5% from FY1391. The por-
tion of using goods and services is 29.03% (21.12% higher than 1393, FY19.3% higher than FY1392, 18.5%
higher than FY1391). The share of subsidies, grants and social benefits is 6.3% (8.6% lesser than FY1393,
5.6% higher than FY1392, 6.1% higher than FY1391 and 6% higher than FY1390). The share of purchase of
properties is 16.5% (4.13% higher than FY1393, 4.2% higher than FY1392, 2.8% higher than FY1391 and
1.8% higher than the FY1390).

The chart below show the classification of the operating budget in the FY1390 based on the economic
categories.
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Figure 2, 4: Revenue collection process in comparison with forecasted revenue in FY 1393

M Forecasted Rev
M Collected Rev

Use of funds for operating and development activities: Classification based on economic categories

The government has tried to achieve its long-term goals in determined sections and economic categories
using its operating and development budget. Based on the economic categories, the expenditures of the
government is classified into 5 parts:

A. Salaries and wages

B. Using goods and services

C. Interest and debt returns

D. Subsidies, grants and social benefits

E. Getting properties

The expenditure of development budget in the FS 1394 is classified into three Major Codes: Code 22 (using
goods and services) Code 24 (subsidies, grants and social benefit) and Code 25 (getting properties), Based on
the Qatia Statement, the shares of development budget expenditure in the above stated codes are as follow:

Table 2,8: Shares of the Codes in Development Budget Expenditure

Total budget after Percentage of Percentage of the

Code Total Expenditure Remaining portion . Code in total
amendments realized N
expenditure
22 58.950.917.486 36.800.103.595 22.150.813.891 62.4 44,39
24 1.300.371.915 1.299.868.716 503.198 99.96 1.57
25 91.828.639.251 44,808.952.348 47.019.686.903 48.8 54.01
Total 152.079.928.653 82.908.924.659 69.171.003.993 54.52 100
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enue resources and domestic revenue of the country leading towards financial self-sufficiently of the

country.

Bringing an increase in tax revenue such as effective collection of tax depends on an increase in the rev-
enue and (GDP) with establishment of proper and effective policy for utilization of natural resource and
fixed assets aimed at increase and enhancement of non-tax revenue and collection of revenue from Gov-
ernment Enterprises(SoEs) will be helpful in development of an efficient financial system. Moreover, the
government should follow a proper policy for collection of revenue share from (AISA) and (ATRA) and the
revenue from De Afghanistan Bank through investment of the government funds.

In the FY1394 from planned revenue of Afs123,010,182,165 of domestic revenue Afs124,636,696,462 has
been realized and Afs122,349,981,843 have been collected. The difference between the collected revenue
against the plan shows Afs660,200,331 or 0.54% deficit. however based on the approved initial plan in the
budget document at the beginning of the year includes Afs3,163,018,166 or 2.52%.

Though, the collection of domestic revenue of Afs100,049,897,370 in FY1394, comparing the amount
of Afs22,300,084,473 in FY1393 shows 18.23% increase. But, this increase is not based on the operating
realization and collection of revenue, but this surplus is due to the percentage change in tax and fees as the
Paragraph 1 of Article 66 and Paragraph 3 of Article 64 of Income Tax Law have been modified from 2% to
4% and 10% fee is being charged on telephone users and the increase in fees of aircrafts movements from
the space of Afghanistan.

In the Qatia Statement, collected funds from foreign resources are Afs122,818,069,877 that in comparison
with estimated revenue in the budget document at the beginning of the year (stated in the Qatia Revenue)
of Afs38,965,615,123 shows a deficit of 24.08%. In fact, the deficit in the foreign resource in comparison
with Audit Document of the middle of the year is Afs26,490,540,153 or 17.74%.

Realization and collection of Revenue in FY 1394 based on the Qatia Revenue Statement of the year is as
follow:

Table 2,7- realization and collection of Revenue inFY 1394

Major | Description of

@D || T EE RS Revenue Plan Realized Collected Remaining

11 Tax Revenue 62,223,593,618 61,296,595,206 59,826,863,295 1469731911

Custom Duties

12 31,887,314,589 30,419,934,045 | 30,419,934,045 0
and fees
Non-tax

13 23,407,449,528 27,725,763,368 | 26,944,858,716 | 780905152
Revenue

14 | Miscellaneous |, o) 267 285 731,588,907 696,016,229 35572678
Revenue
Seles of

15 | Government 90,563,456 25,754,299 25,315,699 438600
properties

17 | Social shares 4,346,393,689 4,437,060,137 | 4,436,993,850 66287

19 Grants 161,783,685,000 | 122,818,069,877 | 122,818,069,877 0

Total excluding Section 123,010,182,165 124,636,696,462 | 122,349,981,834 | 2.286.714.628

Totalincluding Section | o) o3 067 165 | 247,454,766,339 | 245,168,051,711 | 2.286.714.628

19
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The project of electricity distribution in Kabul and Mazar cities and construction of Sanagan- Aibak sub-
station:

The expenditures in FY1389 from Afs676.476.000, 15%; in FY1390 from Afs554.115.873, 20%; in FY1391
from Afs278.398.500, 1%; and it has been zero in the year 1393 from Afs140.027.216 and FY1394 from
Afs43.986.900.

The project for consolidation of Ammo River protection walls: the expenditure from Afs206.888.528 in the
FY1393 has been 32% and in the year 1394 from Afs268.337.475 it was 27%.

Ministry of Public Works
The project of asphalting the road from Dushi to Pul-e-Khumri, the expenditure has been: In the year
1389 from Afs641.752.000, 1%. In the year 1390 from Afs 612.051.390, 0.3%. In the year 1391 from
Afs657.434.936, 22%. In the year 1392 from Afs550.685.945, 28%. In the year 1394 from Afs489.588.738,
37%.

The project of Qaisar-e-Balamurghab road with a length of 90Km has the expenditure of: 35% from
Afs236.253.696 in the year 1393. 11% from Afs3.225.912.341 in the year 1394.

Designing project of Sar-e-pul to Shebrghan road includes the expenditure of: 8% from Afs100.000.000in
the year 1391. 19% from Afs147.507.516 in the year 1392. 0% from Afs169.707.128 in the year 1393. 0%
from Afs28.500.000 in the year 1394.

Construction project of the environment protection building in the capital has the expenditure of: 26%
from Afs55.693.500 in the year 1391. 0% from Afs69.310.852in the year 1392. 20% from Afs80.242.456in
the year 1393. 29% from Afs65.997.336 in the year 1394.

Da Afghanistan BreshnaSherkat (DABS)

Gereshk hydropower and its distribution project has the expenditure of: 18% from Afs1.038.448.427 in
the year 1391. 26% from Afs1251.327.345in the year 1393. 15% from Afs2.677.409.964 in the year 1394.
Renewing 220KW wire from Kunduz city to Talegan has the expenditure of: 19% from Afs1.130.054.665
in the year 1390. 41% from Afs1.130.900.000in the year 1391. 41% from Afs441.505.567in the year 1393.
21% from Afs276.972.374in the year 1394.

Lack of proper utilization from the development budget by the ministries and public organizations par-
ticularly in the very significant areas such as infrastructures and natural resources, agriculture and rural
development, education, health and economic management and private sector development has caused
less growth in every section and cause inability to achieve the predetermined goal.

Thus, it is important for government to accelerate the implementation process of the projects without any
increase in the expenditure and time, but with proper utilization of the budgetary facilities and appropriate
monitoring. Moreover, the government requires to conduct mid-term evaluation and evaluation mecha-
nism for the vital projects, and to keep serious follow-ups during the implementation of such projects.
Since a huge portion of the development budget is from non-discretionary budget and sponsored by the
donors, and their fund usually exits in the National Budget. But, it has been observed that huge underuti-
lization of the budget and inability to spend the budget has been noticed by the entities under this section.
Unfortunately, the entities say that this is an obstacle as they were unable to spend their non-discretionary
budget. In fact, we can utilize it as an opportunity for better implementation of the projects while the proj-
ects face budgetary challenges and deficit revenue. In most cases, the entities expressed low capacity and
internal problems the reasons for their inability to spend their non-discretionary budget as they consider
these as obstacles.

Realization and collection of revenue in the FY 1394
One of the important issues regarding meeting the requirement of the government is increasing the rev-
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Afs317,238,500, in FY 1390 were 13% from Afs462,187,660, in FY 1391 were 17% from Afs244,573,500, in
FY 1393 were 48% from Afs71,173,704and in FY 1394 were 7% from Afs75,090,660.

Ministry of Agriculture, Irrigation and Livestock (MAIL)

Construction of two buildings in the center of ministry were in progress from FY1389 to the end of FY
1394, Expenditure of the allocation in FY 1389 was 15%, in FY 1391 was 5% and in FY 1392 was 2%. Despite
Afs34,040,440 allocation in FY 1393 and Afs2,085,459 in FY 1394, its expenditures were zero.
Comprehensive Agriculture and Rural Development Facility (CARD-F) project in western zone was in prog-
ress from FY1389 to the end of FY 1394, despite of allocation its expenditure from FY 1389 to FY 1393 were
zero, But in FY 1394 its expenditures were 39% from Afs112,700,505 allocation.

Irrigation and Water Supply Project was in progress from FY1389 to the end of FY 1394. Expenditures of
the allocation in FY 1391 was 21% from Afs100,000,000, in FY 1393 was 3% from Afs391,543,544 and in FY
1394 was 47% from Afs267,795,348.

Ministry of Rural Rehabilitation and Development (MRRD)

National Area-based Development project was in progress from FY1382 to FY 1394, its expenditure in FY
1391 were 15% from Afs1,300,000,000 after amendments, in FY 1392 were 35% from Afs1,053,794,222, in
FY 1393 were 7% from Afs920,033,408and in FY 1394 were 41% from Afs86,303,871.

Ministry of Counter Narcotics (MCN)

Expenditures of Good Performance Initiative project in 1394 were 53% from Afs1,475,466,028 after infra-
strcture and natural resources of ministry of sector mines and petroleum. The projects of reactivation of
Sheberghan gas well continued from FY1389 to end of FY1394 and their expenditure in 1389 reached
16% from Afs 106,700,000, in FY1390 1%from Afs 1,402,346,382 in FY1391 6%from Afs1,488,189,001 and
FY1393 32% from Afs298,235,218and in the FY1394 41% from Afs 212,894,483.

The Ministry of Communication and Information Technology (MCIT)

The development project of fiber optic network begun from 1389 to the end of FY1394, and their expendi-
ture have been zero in the FY1390 from Afs293,501,840and in FY1391 from Afs809,736,000, In the FY1392
they have spent 39% from Afs1,287,714,073. In FY1393 25%from Afs940,288,328, and in FY1394 54%, from
Afs579,680,403.

The Ministry of water and energy

The project for reconstruction of sustaining electricity (reconstruction of Kabul medium voltage, Naghlo
electricity dam, 110 volt line transfer from Naghlo to Kabul and construction of 110 volt line transfer from
Chemtala sub-station towards north-east station are in progress from the FY1389 to 1394.

The expenditures include in FY1389 from Afs415,208,500, 47%; in FY1392 from Afs145,893,145, 29% and
in it has been zero in FY1393 from Afs276,906,336, and in FY1394 from Afs246,242,622.

Design and construction project of Gambiri: The expenditures include in FY1389 from Afs339,500,000,
12%; and it has been zero in the FY1390 from Afs285,666,940. In FY1392 from Afs30,391,000, and in
FY1392 from Afs314,716,896. In the FY1393 from Afs227,675,392, 22% and in the financial year 1394 from
Afs146,083,760 the expenditure is 10%.

220KW electricity wire renewing project from Tajikistan border to Kunduz and Pul-e-Khumri including
Kunduz substations in Baghlan and Kunduz have been being implemented from 1389 to FY1394. The ex-
penditures in FY1391 from Afs352.200.878, 38%; in FY1392 from Afs533.597.263, 38%; in FY1393 from
Afs502.481.233, 41%; and it has been zero in the FY1394 from Afs266.468.388.
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During FY 1394, the following twelve budgetary units allocated 89% of developing budget and 90.28% of
operating budget to Themselves.

Table 2.6: Top 12 budgetary units with more development budget and budget utilization of FY1394

Table 2,6: Top 12budgetary units with more development budget and budget utilization of FY1394
Org, Code | Budgetary unit Total after modification of year Expenditure % expenditure | % Unutilized
20 Ministry of Finance 3.906.462.012 2.429.014.881 62.18 37.82
27 Ministry of Education 17.225.210.566 5.872.559.878 34.1 65.9
28 Ministry of Higher Education 3.451.559.003 2.219.712.897 64.31 35.69
32 Ministry of Mines and Petroleum 3.420.394.650 2.585.597.346 75.6 24.4
37 Ministry of Public Health 16.145.019.739 11.182.388.666 69.26 30.74
39 | Ministry of Agriculture, Irrigation and 8.396.877.109 5.760.163.009 68.6 31.4
Livestock
41 Ministry of Energy and Water 10.474.765.454 4.930.866.601 47.07 52.93
42 Ministry of Public Works 26.355.932.473 11.834.607.502 44.9 55.1
R Eaaetvieiii el chaiitatogiand 20.908.572.540 16.134.166.947 77.16 22.84
Development
a4 National Aviation Department 4.436.259.920 2.352.509.358 53.03 46.97
79 Kabul Municipality 3.320.678.771 1.543.991.211 46.5 53.5
83 Da Afghanistan BreshnaShirkat 17.416.339.342 8.001.285.195 45.94 54.06
Total 135.458.071.579 74.846.863.491 55.25 44.75

In addition to above entities, other organization like: Ministry of Labor ,Social Affairs, Martyrs and Disabled
(MoLSAMD), Microfinance Investment Support Facility for Afghanistan (MISFA), Environment Protection
Department of Upper House, Presidency Protection Directorate, Ministry of Interior (Mol), Attorney Gen-
eral Office, Independent Directorate of Local Governance (IDLG), Ministry of Foreign Affairs (MFA), Ministry
of Justice (MoJ), Supreme Audit Office (SAQ), Independent General Directorate of Kochi (IGDK) and Central
Statistics Organization (CSO) also have not utilized their allocated developing budgets.

Another issue which has seen during audit of FYs 1391, 1392, 1393 and 1394 was non expending of devel-
oping budget in previous years including of the first years of some projects. As enough budget have been
allocated for projects, but they didn’t have any activity and balance of their expenditure was zero, For in-
stance, from 606 implementable projects which recorded in Qatia statement 158 projects or 26% projects
had not any activity and their expenditure was zero. In addition, developing expenditure of 172 projects
are less than 50%.

In some developing projects of infrastructure and natural mines, education, health, agriculture and rural
rehabilitation, economic administration and private developments sector in the previous years including of
FY 1394 expenditures were not considerable. The following examples give more details:

Ministry of Education (MoE)

In borderline provinces expenditures of MoE schools construction projects in FY 1389 were 27% from
Afs61,498,000, in FY 1390 were 14% from Afs42,226,210, in FY 1391 were 22% from Afs38,419,000, in
FY 1392 from Afs31,583,500 and in FY 1393 were 0% from 34,013,000 and in FY 1394 were 22% from
Afs11,680,269.

Expenditures of infrastructure development projects of education. In FY 1389 were 0% from Afs3, 086,
103, 500, in FY 1390 were 27% from Afs3, 091, 558, 950, in FY 1391 were 14% from Afs1, 975, 459, 500, in
FY 1392 were 30% from Afs2,224,349,920, in FY 1393 were 32% from 1,993,344,192 and in FY 1394 were
19% from Afs3,307,392,154.

Expenditures of fundamental education and literacy projects, in FY 1390 were 0% from Afs470,000,000, in
FY 1391 were 38% from Afs1,140,214,613 and in FY 1390 were 8% from Afs18,916,0827.

Ministry of Public Health (MoPH)
Expenditures of Malaria Control and Strenghening Health facility Service Projects, in FY 1389 were 4% from

Audit = Issue3 22016

58



59

Table 2. 4: Operating budget utilization

FY % budget utilization
1386 96.60
1387 92.35
1388 93.26
1389 95.61
1390 95.54
1391 86.55
1392 90.41
1393 81.00
1394 82.96

As we could see in above table that in last four years in addition to decrease in utilization of operating bud-
get the amount of domestic revenue for financing of operating budget also declined and share of external
grants in financing of operating budget have been increased. Non utilization of budget does not implicit
saving in expenditure, but it is due to low capacity of organization to meet objectives through utilization of
budget. Also utilization of development budget of 54.52% fund in FY 1394 shows remarkable increase as
comparing to utilization of it 45.81% in FY 1393.

Table 2.5: Developing budget utilization

FY % budget utilization
1386 S4B
1387 4472
1388 GBS
1384 IB-55
1330 A5.45
131 5D-B4
1332 STF
133 A5E1
1354 54.52

Relative increase in utilization of budget in FY 1394 comparing to FY 1393 shows that expenditures in the
sectors of infrastructure and natural mines, health, agriculture and rural rehabilitation, social security, eco-
nomic administration and private sector development have been increased. However, in two other sectors
of governance and rule of law, decrease in utilization of developing budget could be seen.

Similarly, from Afs 152,686 billion developing budget of FY 1394, allocation to the infrastructure and natu-
ral mineral sector was Afs 63,558 billion or 41.62%, to the agriculture and rural rehabilitation sector was
Afs 39,635 billion or 25.95%, to education sector was Afs 20,178 billion or 13.21%, to the health sector was
Afs 15,481 or 10.14%, to the economic and private development sector was Afs 8,347 Afs or 5.46% and
other remaining budget was allocated to the sectors of security, governance, rule of law and human rights
and social security.

As per the above explanation, total national budget (operating and developing) of FY 1394 was Afs 436,172
billion. The first priority was given to security sector with Afs 192,156 billion or 44.05% allocation, in the
second was infrastructure and natural mineral sector with Afs67 billion or 15.36% allocation, education
sector with Afs 56,234 billion or 12.89% allocation and agriculture and rural rehabilitation sector with Afs
41,544 or 9.52% were respectively in third and fourth positions.

From total Afs152,686 billion developing budget of FY 1394 an amount of Afs82,908,924,659 which com-
prise only 54.5% was utilized.

Utilization of developing budget (54.5%) in FY 1394 slightly increased as comparing to previous year.
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Table 2, 4: Domestic revenue and external grants as percentage of operating expenditure (Afs)

Years
1388 1389 1390 1391 1392 1393 1394

Description

Operating
expenditures
Domestic revenue 63.830 80.477 99.396 81.705 109.332 100.049 122.349

Domestic revenue as
% of expenditures

87.313 110.485 149.385 135.790 197.991 228.337 245.168

73.11 72.84 66.54 60.17 55.2 43.8 49.9

As per above explanation, revenue for financing of operating budget in FY 1388 was 73.11%, in FY 1389 was
72.84%, in FY 1390 was 66.54%, in FY 1391 was 60%, in FY 1392 was 55.2%, in FY 1393 was 43.8% and in FY
1394 was 49.9%, The lowest extent is in FY 1393 in the last three years.

Figure 2.3: Grow rate difference between Operating expenditures and domestic revenue
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The growing gap between the domestic revenue and the operating expenditure has negative implication
on financial management and more on fiscal sustainability.

Fiscal sustainability objective of the government includes fully financing the operating budget from do-
mestic revenues and excluding any dependence on donor’s fund in the short to medium term. However,
increase in operating expenditure over the seven years seems to have countered the effort of the Govern-
ment in this direction and revenue from domestic sources could fund only 49.9 % of the operating expendi-
ture in FY1394, lower than in FY1388 to FY1392. The increase in operating expenditure along with growing
gap against domestic revenue poses challenge to the possibility of fiscal self-sufficient and sustainable
operating budget in the near future.

Implementation of Operating and Development Budgets, FY1394

The utilization of the appropriations and the implementation of budgetary approvals and the projects while
adhering to budgetary authorities and other applicable rules and regulations is a measure of Government’s
effort to implement the budget for the financial year. In FY1394, total utilization of the operating budget
was 82.96 % of the appropriations, which is more than 1.96% comparing to 81% of FY 1393 and less than
90.41% in 1392 and 86.55% in 1391. Total unutilized fund in operating budget Qatia is Afs48,433,436,114
in which Afs32,042,613,874 was not utilized by Ministry of Defense (MoF) and Afs14,133,511,040 was not
utilized by Ministry of Interior (Mol) which respectively comprise 66% and 29% of unutilized operating
budget. Less utilization of operating budget by these two ministries affected the utilization of total operat-
ing expenditure budget.

Audit = Issue3 22016

60



61

ering the share of domestic revenue in financing of budget of FY 1394 compared to operating budget
of FY1393 shows a 5.19% decrease, in developing budget shows65.58% decrease and in the financing of
operating and development budget show 9.98% decrease.

A comparison of the receipts of last seven years for financing operating budget suggests an increasing trend

of inflow, both from domestic sources and donor’s grants except in FY 1393. However, Share of external as-
sistance in total revenue operating budget was 34% in FY 1388, increased 40% in FY 1389and this number
shows 38% decrease in FY 1390, We can see again fluctuation 44.6% in FY 1391, 56% in FY 1392, 54.3% in
FY 1393 and 50% in FY 1394.

The following table gives details of operating revenue for the last 7 years

Table 2.2: Revenue for 7 years for Financing the Operating Budget (Afs Million)
Sale of
Tax Cus.tom Non-tax Miscellaneo non- Social Total . Assistance
FY duties & Lo domestic Total
Revenue revenue us revenue current contribution (Grants)
fees revenue
asset
1394 59827 30420 26945 696 25 4436 122349 122818 245168
1393 52313 25965 17024 343 35 4370 100050 119100 219150
1392 52788 28306 21955 2501 36 3747 109333 140082 249415
1391 38965 21406 18285 254 178 2618 81706 65715 147421
1390 45227 30456 20258 321 59 2985 99396 60409 159805
1389 38925 27705 11495 437 108 1808 80478 54466 134944
1388 30105 21797 10091 535 215 1088 63831 32768 96599

Share of the domestic sources of revenue and grants for meeting the operating budget indicates that the
share of Tax Revenue as well as Customs Duties & Fees in the overall operating revenue have progressively
declined over the last seven years. For example, share of tax revenue in the total revenue declined from
31.16% in FY1389 to 26.43% in FY1391 and further to 21.16% in FY1392, in FY 1393 it increased to 23.9%
and in FY 1394 it slightly increased to 24.4%. Similarly, the share of Customs Duties & Fees declined from
22,56% in FY1389 to 14.52% in FY1391 and further to 11.35% in FY1392, it increased to 11.85% in 1393 and
it increased to 12.4% in 1394 slightly changes in last two years. However, the share of donor’s grants has
increased significantly. Share of grants in FY 1390 increased from 37.8% to 44.6% in FY 1391, a remarkably
increase to 56. 12% could be seen in FY 1392 and in FY 1393 and FY 1394 show at decrease to %54.35% and
50.1%, respectively. The current process will have a negative effect on achieving the objectives and financial
stability of government.

Domestic Revenue and Fiscal Sustainability

For financing its operating expenditure, the government uses revenues from both domestic sources and
foreign aid/grants from donors. Development budget is financed mainly on the basis of donor’s grants and
a very small portion from retained contributions and development loans.

Total revenue of government for financing the operating budget expenditure in FY1394 was
Afs245,168,051,710 as it includes Afs122,349,981,833 domestic sources and Afs122,818,069,877 external
grants of donors. The domestic revenue of FY 1394 is Afs122,349,981,833 which is 49.9% of the operat-
ing expenditure Afs 245,168,051,7100f FY1394. In FY1393 domestic revenue was 43.8% of the operating
expenditure, in FY1392 domestic revenue was 55.2% of the operating expenditure, in FY1391 domestic
revenue was 60.2% of operating expenditures and in FY1390 domestic revenue was 66.5% of operating
expenditure which show that more gaps must be filled. The declining trend of domestic revenue as percent-
age of the operating expenditure is given in table below:
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decreased 24.14% in 1393 and increased 26% in FY 1394,
Figure 2.2: % Share of operating and development expenditures in total expenditure

Share of operating and development expenditures in total expenditur
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Financing the Operating Budget Expenditure in FY1394

As per budget document, total revenue from internal resources in FY 1394 was Afs125,513,000,000, to
which Afs121,702,646,000 and Afs3,810,354,000 were estimated and approved for financing of operating
and development budget, respectively.

The total revenue from domestic sources in FY1394 was Afs122,349,981,833, which is about 9.87 % of the
GDP, Share of different sources in domestic revenue was: 48.9 % tax revenue, 24,9% custom duties and
fees, 22% non-tax revenue, 0.62% miscellaneous revenue and sale of non-current assets and 3.6 % social
contributions. The external assistance receipt of Afs122,818,069,877in FY1394 was 9.9% of the GDP. Total
receipts for financing the operating budget from domestic and external sources were Afs245,168,051,710in
FY1394, which is 19.8% of the GDP.

Share of different sources in domestic revenue in FY 1393 was: 52.29 % tax revenue, 25.95% custom duties
and fees, 17.02% non-tax revenue, 0,38% miscellaneous revenue and sale of non-current assets and 4.37 %
social contribution. The external assistance receipt of Afs119,099,686,722 in FY1393 was 9.85% of the GDP.
Share of different sources in domestic revenue in FY 1392 was: 4.4 % tax revenue share in GDP, 2.36%
custom duties and fees, 1.8% non-tax revenue and 0.5% miscellaneous share in GDP which as compare to
(9 months) of FY 1391 domestic revenue in FY 1392 increased 33.8% and compare to FY 1390 (including of
12 months) increased 10%.

As per the budget document, total operating budget for FY1394 is estimated Afs283,486,331,000
Financing this amount Afs121,702,646,0000r 42.93% comes from domestic revenue, external assistance
Afs161,783,685,000 or 57.07%, and there isn’t any surplus or deficit compared to the actual budget.
Similarly, total development budget for the FY 1394 is Afs152,686,539,000, that is financed from do-
mestic revenue Afs3,810,354,0000r 2.49 %, external grants Afs137,320,231,0000r 89.93 % and loans
Afs3,649,135,0000r 2.39%, And due to finance source there is Afs7,906,820,0000r 5.18 % deficit.

As per the above explanation, share of domestic revenue in financing the operating budget is
Afs121,702,646,000 or 42.93%, and in financing development budget is Afs3,810,354,0000r 2.5% and
in total in financing operating and development budget is Afs125,513,000,000 or 28.77%, while share
of domestic revenue in financing the operating and development budget in FY1393 was estimated
Afs128,366,620,0000r 45.77% and Afs11,070,498,0000r 7.48% respectively, and total in financing operat-
ing and development budget in FY1393 was estimated Afs139,437,118,000 or 32.55% which in consid-
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ating expenditure and 6% development expenditure of the GDP, Government’s total expenditure in the FY
1392 was about 23.2% of the GDP, comprising 16.7% operating expenditure and 6.7% development expen-
diture of the GDP.

The following table and graph show the government total operating and development expenditures in last
5 years.

Table 2.1: The Government total operating and development expenditure in last 6 years, in Afghanistan.

Description 1390 1391 1392 1393 1394
Operating 149.385.421.841 135.790.736.547 197.991.707.432 228.337.230.782 235889089744
Development 49.796.569.664 53.593.076.358 80.152.954.662 72.648.883.256 82908924659
Total 199.181.991.505 189.383.812.905 278.144.662.094 300.986.114.038 318.798.014.403
Growth of
Expenditures - -5 46.9 8.2 5.9
in FY 1394

As per the above table, the total operating and development expenditures for the FY 1394 compared with
the FY 1393 shows an increase of 5.9%,Where operating expenditures in FY 1394 compared to FY 1393
shows a 3.3 % increase, and also the development expenditures in FY 1394 compared to 1393 shows a 14.12
% increase.

In addition to the total operating and development expenditures for the FY 1393 compared with the FY
1392 total budget expenditure shows 8.2% increase, Where operating expenditures in FY 1393 compared
to FY 1392 shows a 15.3 % increase but unlike the development expenditures in FY 1393 compared to FY
1392 shows a 9,4 % decrease.

Total operating and development expenditures for the FY 1392 compared to (9 months of FY 1391) shows
46.9% increase and compared to (12 months of FY 1390) shows 39.6% increase, Where operating expendi-
tures in FY 1392 months) compared to (9 months of FY 1391) shows 45.8 % increase and to compare 1390
increase of 32.5 %, the development expenditures in FY 1392 compared to FY 1391 shows 49.6 % increase
and compared to FY 1390 shows 61% increase.

Figure 2.1: Total of the core budget expenditure in past 5 years (in Billions Afs)
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As can be seen in the Figure 2.1 above, core budget expenditure suggests increasing trend more in the oper-
ating expenditure and relatively less in development expenditure in absolute term However, unlike the few
previous years, when the share of the development expenditure comparing to operating expenditure was
declining , in two years (FYs 1391 and 1392) the share of development expenditure in total increased very
less and in FY 1393 decreased, and in the FY 1394 increased 14.12%. The share of development expenditure
in the total expenditure increased 25% in FY 1390, increased 28.3% in FY 1391, increased 28.8% in FY 1392,
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Analysis of Financial Position of Afghanistan
Based on Qatia Statement

Audit Report of FY 1394

The Qatia Statement for the financial
year FY 1394, which have been audited
by the relevant commission of the Su-
preme Audit Office (SAQ) in FY 1395, ex-
plained execution of operating and de-
velopment budget, as well as estimated,
accrued and earned revenues of bud-
getary departments of the government
during the FY 1394.

Government of the Islamic Republic of
Afghanistan finances its operating and
development expenditures from domes-
tic tax, non-tax revenues, and donor’s
assistance as well as a small portion
from Development Loans.

This chapter of Qatia Statement report
presents an overview of the govern-
ment’s financial position, sources and
usages of money, relating to FY1394 in
comparison with previous years.

Summary of Expenditure and revenue

Trends in Operating and Development Expenditures

Total national budget (operating and development) of FY
1394 was Afs 436,172,870,000 which comprises 35.19%
Gross Domestic Product (GDP).

Total operating budget of FY 1394 comprise 22.87% GDP and
total development budget of FY 1394 comprises 12.32% GDP,
in FY1394, Government’s expenditure through operating bud-
get was Afs235, 889,089,744 and development budgets was
Afs82,908,924,659 as the total equals Afs318,798,014,403
, showing substantial increase over previous years in com-
parisor with the total operating and development budget
of FY1393 Afs300,986,114,038 and Afs278,144,662,094
of FY1392 and Afs189,383,812,905 of FY 1391 and Afs
199,181,991,505 of FY 1390.

As per the estimations, GDP in FY 1394 predicated Afs
1,239,380,000,000, Government’s total expenditures in the
FY 1394 was about 25.72% of the GDP, comprising 19.3%
operating expenditure and 6.69% development expenditure
of the GDP, While government’s total expenditure in the FY
1393 was about 24.89% of the GDP, comprising 18.88% oper-
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