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The above table shows that from total development budget expenditure of Afs 93,891,607,133 of FY1395, share of code 22
(procurement of goods and services and payment of salaries) was %40.74, share of code 24 (subsidies, grants and social
benefits) was %0.78 and share of code 25 (acquisition of assets or construction affairs, repair and purchase of equipment)
was %58.47.

Considering Afs 93,891,607,133 the total development budget expenditure, the percentage expenditure in code 25 is more
than in code 22, but considering the approved funds within the codes the percentage expenditure in code 22 is %68 and in
code 25 the expenditure is %48. This shows that focus on expenditure in code 22 is more than in code 25 and it is increasing
than the previous years.

More focus on development budget expenditure in code 22 than in code 25 shows a fact that the budgetary units focus more
in purchasing good, payment of wages and expenses on consultancy services to increase the level of expenditures in their
organization, not on implementation of fundamental projects.

Distribution of the operational and development budget into the categories shows that the government from total operational
budget has spent Afs 259,891,407,671 or %63.3 on salaries and wages in FY1395, showing an increase than %47.76 of its
total core budget expenditure on salaries and wages on FY%52 ,1394 on FY1393 and FY%51 ,1392 on FY1391, and %56
FY1390).

It has spent %25 on goods and services (decreased than %29 in FY%28,1394 on FY1393 and FY1392, equal to %25 in FY1391,
and it has increased than %23.5 in FY1390). Nearly, %9.73 expenditures are made on subsidies, grants, social benefits and
repayment of debt (increased than %6.6 in FY%6.55,1394 in FY%4.3,1393 in FY%4 ,1392 in FY1391, and %4.6 in FY1390).
Almost %1.87 has been spent on assets acquisition (decreased than %16.5 in FY%15,1394 in FY1393, decrease of %17.5in
FY1392, and %19 in FY1391.

The development expenditures have mainly made on categories such as using goods and services, and assets acquisition,
though a small percentage of expenditure is made on subsidies, grants and social benefits.

Table 2.9: Operational and development expenditures based on economic categories in FY1395
Codes | Item of expenditure Operational Development Total Percentage
budget share
21 Salaries and wages 164,514,881,051 - 164,514,881,051 46.50
22 Goods and services 05,223,248,247 38,254,186,376 | 623,434,477,103 29.24
- 'rzts;;fntenfaymem and debts |4 614906913 . 1614,996,913 0.45
24 Subsidies, grants, social benefits 23,673,937,052 733,569,713 24,407,506,765 6.89
25 Assets acquisition 4,864,344,410 54,903,851,043 | 59,768,195,453 16.89
Total 259,891,407,671 | 3,891,607,133 | 353,783,014,805 100.00

Distribution of operational budget into economic categories

From the total operational budget expenditure of Afs 353,783,014,805 in FY1395, the share of salaries and wages contributes
to %46.50 that is less than %47.76, in FY%65.77 ,1394 in FY%70.5,1393 in FY1392, and %72.5 in FY1391.

The share of using goods and services reaches to %29.24 that is more than %29.03 in FY%21.12,1394 in FY%19.3,1393 in
FY1392 and %18.5in FY1391.

Share of subsidies, grants and social benefits reaches to %6.89 that is more than %6.3 in FY1394, and less than %8.6 in
FY1393, but more than %5.8 in FY%6.1,1392 in FY1391, and %6 in FY1390. Share of assets requisition reaches to %16.89 that
is more than %16.5 in FY%4.13 ,1394 in FY%4.2 ,1393 in FY%2.8 ,1392 in FY1391 and %1.8 in FY1390.

To be continued....
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Table 2.5: Revenue collection process compared to forecasted revenue in FY1395 based
on Revenue Qatia Statement

=@=Estimated in FY1395  ==@=Collected in FY1395

80

70 o«

60 o\

50 “‘::\‘

a0 =S

30 N————a

20 N\

10 § g
0

Sales of Social
government contribution
properties

Custom duties Non-tax revenue Miscellaneous
and Fees revenue

Tax revenue

Using funds for operational and development activities: Distribution based on economic categories

The Government seeks to achieve its various short-term and long-term objectives in the designated sectors and economic
categories through using the operational and development budget. The government spends its fund through the following
five segments based on the economic categories.

A) Salaries and wages

B) Goods and services

C) Interest payment and loans repayment
D) Subsidies, grants, and social benefits
E) Assets acquisition

The expenditure from development budget in FY1395 is divided into following three codes:
A. Code 22 (Good and services)
B. Code 24 (subsidies, grants and social benefits)
C. Code 25 (acquisition of assets).
According to the Qatia Statement, contribution of development budget in these codes is as follow:

22 56,220,963,185 32.63 38,254,186,376 17,966,776,808 | 68 40.74
24 1,472,420,305 0.85 733,569,713 739,850,808 49.82 0.78
25 114,631,931,938 | 66.52 54,903,851,043 95,728,080,894 | 48 58.74
Total | 429,172,325,315 | 100 93,891,607,133 78,433,807,296
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revenue and GDP rise and establishment of right and effective policies for using natural resources and the fixed assets for
increasing non-tax revenue and collection of the revenue from state owned enterprises (Soks) will help in development a
stable financial system. In the meantime, the government should also establish right policies for collecting its revenue from
the entities such as ATRAT and the access revenue from the Government's investments by DAB.

In FY1394, from Afs 133,473,420,000 estimated revenue from internal sources at the Budget document at the beginning of
the year, Afs 155,946,294,526 was realized and Afs 153,496,004,586 was collected according to the Revenue Qatia Statement.
The collected revenue shows a surplus of Afs 20,022,584,586 or %15 surplus versus the plan in FY1395.

Though the collected domestic revenue in FY1395 compared to the collected revenue in FY1394 that was Afs 122,349,981,843
shows anincrease of Afs 31,146,022,743 or %25.45; however, thisincrease is not in the ordinary process of revenue realization
and collection but it is due to rise in percentage tax and fees. The amendment of Paragraph 1 of Article 66, Paragraph 3 of
Article 64 of Income Tax Law states increase of income tax from %2 to %4 and charging %10 fees from telephone subscribers,
%2 transportation duty on fuel and gas while importing these products from the borders published in the Official Gazzette
dated 30.1.1395 and increase in aircrafts passage from Afghanistan air space fees are the main reasons for this increase.

In Revenue Qatia Statement, the collected fund from the external sources is Afs 143,100,914,975showing %21 ,7 or Afs
9,627,494,975 deficit compare to the estimated revenue in budget document at the beginning of the year (see revenue
Qatia Statement).

According to the information received from the General Treasury directorate, Afs 143,100,914,975 had been collected
from the external resources from which Afs 123,788,514,547 are allocated to finance the operational budget and Afs
19,312,400,427 are deposited to the Government USD account through Afghanistan Reconstruction Trust Fund (ARTF) to
finance the development budget of FY1395.

Therefore, according to this information the collected fund from external sources to finance the operational budget is Afs
123,788,514,547. Considering the estimated funds in the Budget Document at the beginning of the year (Stated in the Revenue Qatia
Statement), it shows a deficit of Afs 27,006,494,453 or %18. However, the real deficit in revenue collection from external sources
based on the Mid-year Evaluation Document and the operational budget supplement for FY1395 is Afs 44,052,569,396 or %26.24.
Realized and collected revenue in FY1395 based on the Revenue Qatia Statement of FY1394 is as follow:

Table 2.7: Realized and collected revenue in FY1395
Parts | Explaination of Revenue Parts | Revenue Plans Realized Collected Remaining
11 Tax Revenue 60,190,456,824 71,347,751,759 69,745,641,659 | 1,602,110,063
12 Custom Duties and Fees 29,041,459,297 31,265,350,381 31,265,350,381 0
13 Non-tax revenue 29,346,359,987 35,473,044,301 34,660,642,975 812,401,326
14 Miscellaneous Revenue 544,860,064 1,808,968,375 1,773,694,713 35,273,662
15 Sale of public properties 7,450,623,845 11,376,482,148 11,376,043,548 438,600
17 Social contributions 4,336,239,984 4,674,697,561 4,674,631,274 66,287
19 Grants 150,795,009,000 | 143,100,914,975 | 143,100,914,975 0
Total excluding part 19 131,000,000,000 | 155,946,294,526 | 153,496,004,586 | 2,450,289,939
Total including Part 19 281,795,009,000 | 299,047,209,501 | 296,594,919,561 | 2,450,289,939
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FY%10,1393 from Afs 146,083,760 in FY1394, and %23.5 from Afs 155,642,264 in FY1395.

The project for renewal of 220KW electricity wire from Tajikistan border to Kunduz and Pul-e-Khumri including Kunduz and
Baghlan substations has begun from FY1389 and continues until FY1395. It has the expenditure of %38 from Afs 352,200,878
in FY1391 and %38 from Afs 533,597,263 in FY%41 ,1392 from Afs 502,481,233 in FY%0 ,1393 from Afs 266,468,388 in
FY1394 and %13.4 from Afs 305,190,963 in FY1395.

The electricity maintenance emergency project (Code 410082) belongs to the Ministry of energy and energy and had %29.77
expenditure in FY%0,1392 in FY1393 and 1394, and has %41 expenditure in FY1395.

Ministry of Public Work (MoPW)

In MoPW, Dushi to Pul-e-Khumri Road reconstruction project had the expenditure of %1 from Afs 641,752,000 in FY,1389
90.3 from Afs 612,051,390 in FY%22 ,1390 from Afs 657,434,936 in FY%28 ,1391 from Afs 550,685,945 in FY%37,1392 from
Afs 489,588,738 in FY1394, and %52 from Afs 599,860,505.35 in FY1395.

Qaisar - Bala Murghab road (90km-length) construction project had the expenditure of %35 from Afs 236,253,696 in FY,1393
%11 from Afs 3,225,912,341 in FY1394 and %33.4 from Afs 2,605,608,193.6 in FY1395.

Sar-e- Pul to Shebrghan road designing project had the expenditure of %8 from Afs 100,000,000 in FY%19 ,1391 from
Afs 147,507,516 in FY1392, and %0 from Afs 169,707,128 in FY%0 ,1393 from Afs 28,500,000 in FY1394, and %0 from Afs
13.400,000 in FY1395.

Armalek Ul Aman Road reconstruction project (Code 42.109) had the expenditure of %0 in FY1389 and FY%27.7 ,1390 in
FY%38.32,1391 in FY%24 ,1392 in FY%12.18 ,1393 in FY1394, and %31 in FY1395.

National Environment Protection Authority

Building Construction project for environment project in the capital had the expenditure of %26 from Afs 55,693,500 in
FY9%0 ,1391 from Afs 69,310,852 in FY%20 ,1392 from Afs 80,242,256 in FY%29 ,1393 from Afs 65,997,336 in FY1394, and
%40 from Afs 75,969,759 in FY1395.

Da Afghanistan Breshna Shirkat

Aab-e-Greshk hydroelectricity and its distribution network project had the expenditure of %18 from Afs 1,038,448,427 in
FY%26,1391 from Afs 1,251,327,345 in FY%15,1393 from Afs 2,677,409,964 in FY1394, and %60 from Afs 1,760,932,535.63
in FY1395.

Kunduz to Talegan electricity 220KW wire renewal project had the expenditure of %19 from Afs 1,130,054,665 in FY,1390
%41 from Afs 1,130,900,000 in FY%41 ,1391 from Afs 441,505,567 in FY%21 ,1393 from Afs 276,972,374 in FY1394, and %0
from Afs 121,1744,896 in FY1395.

Failure to utilize appropriately the development budget by the ministries and public organizations particularly in some
important areas such as infrastructure and natural resources, agriculture, rural rehabilitation and development, education,
health, economy management and private sector development has caused slow growth in all the areas and failure to achieve
the predetermined objectives.

Therefore, itis necessary for the government to accelerate the process for implementation of the project without any increase
in the cost and time with proper utilization of the available budget and proper monitoring the projects’ performances. It is
recommended for the government to establish a mid-term assessment and evaluation mechanism for some important
project and pursue implementation of such projects seriously.

Since a huge portion of the development budget is funded by donors’ non-discretionary budget, and they do not exist in
National Budget, it is observed that failure to spend budget by the budgetary units are mostly in this part. Unfortunately, the
entities consider lack of non-discretionary budget as a limitation and challenge, though we consider them an opportunity
for better implementation of the projects particularly in such a situation where we face budgetary problems. In most cases,
the entities claim inexistence of capacity and their internal problem for failure to spend their non-discretionary budget as a
limitation.

Revenue Realization and Collection in FY1395

One of the mostimportant necessities of the government is increasing revenue sources and the domestic revenue to lead the
country towards financial self-sufficiency. Increasing the tax revenue such as effective collection of tax relates to the country’s
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41 Ministry of Water and Energy 8,428,625,577.49 4,065,216,641.02 48.23 51.77
20 Ministry of Finance 4,629,513,322.74 3,790,382,312.88 81.87 18.13
44 Civil Aviation Authority 4,712,028,012.77 3,358,826,991.62 71.28 28.72
49 Ministry of Urban Development 3,499,282,232.99 2,747,511,630.57 78.52 21.48
28 Ministry of Education 3,513,857,309.23 2,547,893,970.35 72.51 27.49

Total 149,669,446,766.26 | 83,345,624,457.85 55.25 44.75

Besides failure to spend the development budget by the above stated entities, one of the most important issues observed
during the audit of development budget expenditure similar to 1393,1392,1391, and 1394 is that some of the projects were
not implemented; however, they had enough budget and appropriations. Their expenditure has been zero. For example,
from 674 projects recorded in FY1395 Qatia Statement, %21.5) 159) projects are reported with zero expenditure.

In most of the development budget, especially in infrastructure and natural resources sectors, education, health, agriculture
and rural development, economy management and private sector development in few last years including FY1395 the budget
is not considerably spent. Following illustrate clear examples in this regard.

Ministry of Education

In MoE, school construction projects in the provinces located in borders had the expenditure of %27 from Afs 61,498,000 in
FY%14,1389 from Afs 42,226,210 in FY%22 ,1390 from Afs 38,419,000 in FY%0,1391 from Afs 31,583,500 in FY%0,1392 from
Afs 34,013,000 in FY%22 ,1393 from Afs 11,680,269 in FY1394, and %10 from Afs 64,257,024 in FY1395

Education infrastructure development project had %0 expenditure from Afs 3,086,103,500 in FY%27 ,1389 from Afs
3,091,558,950 in FY%14 ,1390 from Afs 1,975,459,500 in FY%30 ,1391 from Afs 2,224,349,920 in FY%32 ,1392 from Afs
1,993,344,192 in FY%19 ,1393 from Afs 3,307,392,154 in FY1394, and %29 from Afs 3,217,060,193.02 in FY1395.

Ministry of Agriculture

Agriculture support and rural development project in western zone continued from 1389 until the end of 1395, with zero
expenditure from FY1389 until 1393 though the budget had been available. The total expenditure of the project was %39
from available fund of Afs 112,700,505 in FY 1394, and from Afs 40,200,000 available fund, %86 has been spent in FY1395.
Irrigation and water dams' projects prolonged from FY1389 until FY1395 with total expenditure of %21 from Afs 100,000,000
in FY%3 ,1391 from Afs 391,543,544 in FY1393, and %47 from available fund of Afs 267,795,348 in FY 1394, and %65 from
available of Afs 415,449,245 in FY1395.

Ministry of Counter Narcotics
Good performance incentive (GPI) program had an expenditure of %53 from available fund of Afs 1,475,466,028 after the
amendments in FY1394, and it has spent %47 of Afs 1,565,171,054 available fund.

Ministry of Mines and Petroleum

Sheberghan gas wells rehabilitation project has continued from FY1389 until FY1395. Its expenditure was %16 from
Afs 106,700,000 in FY%1 ,1389 from Afs 1,402,346,382 in FY%6 ,1390 from Afs 1,488,189,001 in FY%32 ,1391 from Afs
298,235,218 in FY%41 ,1393 from Afs 212,894,483 in FY1394, and %1.7 from Afs 530,026,816 in FY1395.

Ministry of Telecommunication and Information Technology

Fiber Optic Network Development Project has continued from FY1389 until FY1395. Its expenditure was %0 from Afs
293,501,840 in FY1390 and from Afs 809,736,000 in FY%39,1391 from Afs 1,287,714,073 in FY%25,1392 from Afs 940,288,328
in FY%54 ,1393 from Afs 579,680,403 in FY1394, and %70 from Afs 374,729,597.35.

Ministry of Energy and Water
Gambiri dam design and construction project has the expenditure of %12 from Afs 339,500,000in FY%0 ,1389 from Afs
285,666,940 in FY1390, from Afs 30,391,000 in FY1391 and from Afs314,716,896 in FY%22 ,1392 from Afs 227,675,392 in
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Figure 2.4: Percentage of budgt expenditure from FY1387 to FY1395
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As shown in Figure 2.4, development budget utilization in FY1395 has relatively decreased than the FY1394.

Relative increase in spending the development budget in FY1394 in comparison to FY1393 shows an increase in expenditures
on infrastructure, national resources, health, agriculture and rural development, social welfare, economy management and
private sector development. In the sectors of governance, and education decrease in development expenditure can be seen.
From the total of Afs 168.552 Billion development budget in FY1395, Afs 84.467 Billion (%50.11) was allocated to the
infrastructure and natural resources sectors, Afs 27.145 Billion (%16.10) to agriculture and rural development sector, Afs
21.11 Billion (%12.52) to education sector, Afs 18.276 Billion (%10.84) to health sector, Afs %5.34) %8.997) to Economy and
private sector development and the rest were allocated to the security, good governance, role of law , human rights and
social benefits sectors.

Considering the above statement, in total of Afs 444.606 Billion National Budget (operational and development) in FY1395,
the security sectors places at the top with Afs 177.156 Billion or %39.85 budget followed by the infrastructure and natural
resources with Afs 90.432 Billion or %20.34, education sector with Afs 58.553 Billion or %13.17 and agriculture and rural
development sector with Afs 6.57 Billion or %6.57 are ranked 2nd to 4th respectively.

From the total of Afs 168.55 Billion Development Budget in FY 1395, Afs 93,891,607,133 has been spent which is %54.48 of
the total approved development budget. The total development budget expenditure in FY1395 has increased by %13 than
FY1394.

In FY1395, the following 12 budgetary units have spent %89 of the total development budget and %90.28 of the total
development budget expenditures.

43 Ministry of Rural Rehabilitation & 17,499,070,04347 | 15398,923,830.60 88.00 88.00
Development

42 Ministry Public Work 33,292,955,12160 | 13,661,595,690.13 41.03 58.97

83 De Afghanistan Breshna Shirkat 33,276,381,057.92 12,605,395,169.29 37.88 62.12

37 Ministry of Public Health 17,135,442,004.73 | 12,369,197,718.26 7218 27.82

39 Ministry of agriculture, irmigation and | ¢ 516 14467722 | 7,166,641,429.44 82.20 17.80
livestock

27 Ministry of Education 14,963,847,406.10 | 5,634,039,073.69 37.65 6235
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the biggest goals of the government to fund its operational expenditures fully through the domestic revenue without any
contributions from the donors. Increasing operational expenditure in comparison to domestic revenues in the last seven
years; specially financing %51.75 of operational expenditure in FY1395 by the domestic revenue which is lower than FY1388
to FY1392; has challenged the government's attempts in this regard. Increasing operational expenditure in comparison to
domestic revenue demonstrates a huge challenge in leading the country towards self-sufficiency.

Execution of Operational and Development Budget in FY1394

The government performs its activities within the approved budget, implementation of the project according to its budgetary
authorities and based on other applicable rules and regulations.

In FY1395, the total operational budget expenditure was %94.1 of the approved budget. Compared to %82.96 in FY1394 it
hasincreased by %11.14, compared to %81 in FY1393, itincreased %%14.1, comparing to %90.41 in FY1392, it has increased
%3.69, and compared to %86.55 in FY%7.55 1391 increase.

Table 2.4 execution of the operational budget

Financial Year Percentage executed Budget
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
1395 94.1

As shown in the above table, not only the percentage expenditure in operational budget has decreased in that last four
years (from FY1391 to FY1394) compared to FY1389 and FY1390, but also the extent of the domestic revenue’s contribution
in funding the operational budget has considerably reduced. Though in FY1395, the budget expenditure rate has increased
than the last four years, but the contribution of domestic revenue in financing the operational budget has relatively increased
than the last four years. However, the contribution of the foreign grants has increased in FY1395. Lack of operational
expenditure does not mean economizing the budget, but it shows low capacity in the organizations in attraction of the
foreign grants and spending their budget to achieve their predetermined objectives. The development budget expenditure
has decreased from %54.52 in FY1394 to %58.48 in FY1395.

Table 2.5: Development Budget expenditure

Financial Year Percentage of executed budget
1386 54.88
1387 4412
1388 36.85
1389 38.95
1390 49.45
1391 50.64
1392 57.17
1393 45.81
1394 54.52
1395 54.48
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Share of the domestic revenue and grants in financing the operational budget show that contribution of tax revenue and
custom duties and fees in total operational revenue has decreased in last eight years. Contribution of tax revenue in total
revenue has decreased from %31.16 in FY1389 to %26.43 in FY1391, to %21.16 in FY1392, and to %23.9 in FY%24.4,1393 in
FY1394, and %23.85 in FY1395.

Similarly, contribution of custom duties and fees decreased from %22.56 in FY1389 to %14.52 in FY1391, and to %11.35 in
FY1392; however, it has increased to %11.85 in FY%12.4 ,1393 in FY1394 (relatively increase in the last two years), and has
decreased to %10.45 in FY1395.

Contribution of the donor's assistance and grants has considerably increased during this period. This contribution has
increased from %37.8 in FY1390 to %44.6 in FY1391, to %56.12 in FY1392 and to %54.35 in FY%50.1,1393 in FY1394 though
it has more decreased to %47.85 in FY1395.

Current scenario will adversely affect in achieving the goal of financial stability and it shows that the government is more
dependent on the world communities’ grants.

Domestic Revenue and Financial Stability

The government uses both sources of revenue (domestic sources and foreign grants) to fund its operational expenditures.
The development budget is mostly funded by the foreign grants, relatively by the domestic revenue and a small portion of
that is funded by the borrowings.

The total domestic revenue for financing the operational budget expenditures was Afs 296,596,919,561 in FY1395 including
Afs 153,496,004,586 domestic sources and Afs 143,100,914,975 foreign grants. Domestic revenue was Afs 586,153,496,004
in FY1395 covering %571.75 of the total operational expenditure. It shows an increase compared to FY1394 in which the total
domestic revenue covered %49.0 of the total operational expenditure and in FY1393 where domestic revenue constituted
9%43.8 of the operational budget. However, it has decreased than the domestic revenue that covered %55.2 in FY%60.2 ,1392
in FY%66.5,1391 in FY1390 of the operational budget. Below table shows downward slope of domestic revenue

Table 2.3: Percentage contribution of domestic revenue and grants in operational budget expenditures (in Afghanis)

: Years (in Million Afghanis)

Details

1388 1389 1390 1391 1392 1393 1394 1395
Operational Expenditure 87.313 110.485 149.385 135.790 197.991 228.337 245.168 259.891
Domestic Revenue 63.830 80.477 99.396 81.705 109.332 100.049 122.349 153.496
Percentage Contribution of Revenue
‘ ) 7311 72.84 06.54 60.17 55.2 43.8 499 59.06
in Expenditures

Considering the above table, the received revenue for financing the operational budget has decreased from %73.11 in FY1388

to %72.84 in FY1389 to %66.54 in FY1390, to 300

%60 in FY1391, to %55.2 in FY1392, and to === Operational Expenditure | =ll=-Domestic Revenue
%43.8 in FY 1393; however, it has increased to 250 /”
%49.9 in FY1394, and to %59 in FY1395 after /
the FY1393, though it has reduced than the 200 /
FY1391 and the years before that. It has the 150 o / .
lowest point in FY1393 that is %43.8. / /./

100 s A
Figure 2.3: growth difference between 50 [
operational expenditure and domestic revenue
(In Billion Afghanis) 0
Increasing gap between the operational 1388 | 1389 | 1390 | 1391 | 1392 | 1393 | 1394 | 1395
expenditure and the domestic revenue Operational Expenditure |87.3131110.485149.385135.791197.991228.337245.16859.891
negatively affects financial management of the Domestic Revenue 63.83 (80.477/99.396|81.705109.332100.049122.349153.496
government and financial stability. It is one of
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Domestic Revenue and Foreign Grants

Financing the Operational Budget Expenditures in FY1395

As per the budget document, the total revenue from domestic sources was Afs 133,473,420,000 in FY1395 from which Afs
125,258,887,000 was estimated and approved to fund the operational budget and Afs 8,214,534,000 were supposed to be
used to fund development budget.

The total amount received from domestic sources was Afs 153,496,004,586 constituting 11.17 of GDP. The total domestic
revenue includes %45.43 tax revenues, %20.37 customs duties and fees, %23.88 non-tax revenues, %1.15 miscellaneous
revenues, %7.41 sales of public properties, and %10.42 social contributions.

Foreign grants were Afs 143,100,914,975 in FY1395 that constitutes %10.42 of GDP. Though, the foreign grants were Afs
122,818,069,877 in FY1394 constitute %9.9 of GDP.

The collected fund for the purpose of financing the operational and development budget from internal and external sources
are Afs 245,168,051,710 in FY1394 that constitutes %19.8 of GDP.

In FY1393, domestic revenue included 52.29 % tax revenue, %25.95 custom duties and fees, %17.02 non-tax revenue, %0.38
miscellaneous revenue and sale of immovable properties and 4.37 % social contributions. The foreign grants received were
Afs 119,099,686,722 in FY1393 that constitutes %9.85 of the GDP.

In FY1392, tax revenue constituted %4.4 of GDP, custom duties and fees constituted %2.36, non-tax revenue constituted
9%1.8, and other revenues constituted %0.5 of GDP, which had increased %33.8 in comparison with 9 month of the FY1391,
and %10 in comparison with 1390. The total operational budget for FY1395 was estimated Afs 276,053,896,000 as per the
budget document, funded with Afs %45) 125,258,887,000) by domestic sources and Afs %55) 150,795,009,000) by foreign
grants. No deficit or surplus can be seen in its financing sources in comparison with the approved budget.

Similarly, the total development budget for FY1395 was Afs 168,552,861,000 at the beginning of the year included Afs
%4.87) 8,214,534,000) from domestic sources, Afs %87) 187,000,146,438) from foreign grants, and Afs %2.3) 3,879,578,000)
from debts. Considering the sources of finance, there is a deficit of Afs %6) 10,020,662,000) in the development budget.
The above statement shows that domestic revenues covers funding the operational budget Afs %45) 125,258,887,000),
the development budget Afs %4.87) 8,214,534,000), and in both operational and development budgets of FY1395, it was
estimated Afs %30) 133,473,421,000).

Though in FY1394, the domestic revenues covered funding the operational budget by Afs %42.93) 121,702,646,000), the
development budget Afs %2.49) 3,810,354,000) and in both, operational and development budget, it was estimated Afs
%28.77) 125,513,000,000). Comparing the share of the domestic revenue of FY1394 with FY1395, domestic revenues in
FY1395 has increased %2.07 in covering funds for operational budget, %2.37 in funding the development budget and %10.23
in covering both, operational and development budgets.

Comparison of the received funds for financing the operational budget in last eight years shows a upward slope in both
domestic revenue and foreign grants except in FY1393. However, foreign grants used to fund the operational budget was
%34 in FY1388 and increased to %40 in FY1389, but decreased to %38 in FY1390. It increased back to %44.6 in FY%56 ,1391
in FY%54.3,1392in FY%50,1393 in FY1394, and %85 ,47 in FY1395 respectively. This shows a decrease comparing to FY1392.
Below table shows details on operational budget financed by domestic revenue in the last eight years.

Table 2.2: Last 8 years revenue used in funding operational budget (in Million Afghanis)

. , Customs . Sale of . Total

Financial | Tax . Non-Tax | Miscellaneous . Social ,

Duties and immovable o domestic Grant Total
Year Revenue Revenue | Revenue . Contributions

Fees properties revenue
1395 71347 31265 35473 1808 11376 4674 155946 143100 | 299047
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
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According to central statistics department, the GDP were estimated Afs 1,373,275 in FY1395, according to which the total
government expenditures were %25.76 FY1395 as the operational budget expenditure constituted %18.92 of GDP and the
development budget expenditure constituted 6.83 of GDP.
While in FY1394, the total government expenditures were %25.72 that the operational budget expenditure constituted
%19.03 of GDP and the development budget expenditure constituted %6.69 of GDP. Similarly, the total expenditure in
FY1393 was %24.89 of GDP including %18.88 operational budget expenditure and %6 development budget expenditures.

The total expenditure in FY1392 was %23.2 of GDP including %16.5 operational budget expenditure and %6.7 development

budget expenditures.

Below table shows the details of the operational and development budget expenditures in the last 6 years.

Table -2.1 Operational and Development Budget Total Expenditures for the last 6 years

Details 1390 1391 1392 1393 1394 1395
Operational 149,385,421,841 | 135,790,736,547 | 197,991,707,432 | 228,337,230,782 | 235,889,089,744 | 259,891,407,671
Development 49,796,569,664 53,593,076,358 80,152,954,662 72,648,883,256 82908924659 93,891,607,133
Total 199,181,991,505 | 189,383,812,905 | 278,144,662,094 | 300,986,114,038 | 318,798,014,403 | 353,783,014,804
Percentage

Growth in Expen- | - -5 46.9 8.2 59 11

diture in FY1395

As per the above table, the total operational and development budget expenditures in the FY1395 has increased %11

comparing to FY1394. The operational budget
expenditures in FY1395 increased %10.17, and the
development budget expenditures increased %13.24
in comparison to FY1394.

Though, the total operational and development
budget expenditures in the FY1394 had increased
9%5.9 compared to FY1393. The operational budget
expenditures in FY1394 increased %3.3. Also, the total
operational and development budget expenditures for
the FY1393 compared to FY1392 show %8.2 increase.
The operational budget expenditures increased 15.3 %
but the development budget expenditures decreased
9.4 % in FY1393 compared to FY1392.

As per Figure 2.1, there is a huge increase in the
operational budget expenditures and relatively less
increase in development expenditure. In contradiction
with last few years in which development budget
expenditure had a declining slope than the operational
budget. The development budget expenditures had a
relative increase in FY1391 and FY1392, but it decreased
in 1393; however, it shows a relative increase in FY1394
and FY1395.

Figure 2.2: Share of operational & development
expenditures in total expenditures (in percentage)
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ANALYSIS OF THE FINANCIAL POSITION OF
THE COUNTRY ON THE BASIS OF FY-1395
QATIA STATEMENTS

The Qatia Statements for the financial year 1395, audited by the assigned commission
of Supreme Audit Office (SAO) in FY1396, shows the execution of operational and
development budget, estimated revenue, realized revenue and collected revenue of
the government budgetary units in FY1395.

The Government of Islamic Republic of Afghanistan finances its operational and
development expenditures through domestic tax revenues, non-tax revenues, foreign
grants and debts that include a small portion of that. This chapter presents an overview
of the government's financial position, sources and fund utilization by the Government
in FY1395 in comparison with the previous years.

Summary of Revenue and Expenditures

Trends in Execution of Operating and Development Expenditures

In FY1395, the total National Budget (operational and development) was Afs
444,606.756,000 constituting %32 of GDP. The total operational Budget in FY1395
was 276,053,896,000 constituting %20 of GDP and the total development budget in
FY1395is 168,552,861,000 constituting %12 of GDP.

The government expenditures in FY1395 through the operational budget were
Afs 259,891,407,671, and total development budget expenditures were Afs
93,891,607,133 that is a total of Afs 353,783,014,804, showing an increase comparing
to total operational and development budget of Afs 318,798,014,403 in FY1394, Afs
300,986,114,038 in FY1393 and Afs 278,144,662,094 in FY1392.




