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Tax revenue to various levels of governments ( % )

Federal Provincial | Local Total
A. Tax Income 79.21 3.37 4.96 87.54
1. Taxes on income, profits and capital gains 19.70 0.04 2.45 22.19
2. Taxes on payroll and workforce 0.28 0.21 0.21 0.70
3. Taxes on property 0.00 141 0.94 2.35
4. Taxes on goods and services 41.04 1.43 1.15 43.62
5. Taxes on international trade and transactions 18.09 0.00 0.00 18.09
6. Other taxes 0.10 0.27 0.21 0.59
B. Non-tax income 6.86 2.86 2.74 12.46
1. Property Income 2.40 1.29 1.91 5.59
2. Sales of goods and services 1.22 1.23 0.58 3.03
3. Penalties, Fines and Forfeiture 0.09 0.06 0.06 0.20
4. Voluntary transfers other than grants 0.00 0.00 0.00 0.00
5. Miscellaneous revenue 3.16 0.29 0.19 3.63
Total 86.08 6.23 7.70 100.00




Expenditure need/Budget estimation to various level of
governments ( Rs billion and % )

SN, Functional areas 016/17 Distribution to Vario'us 'govemments
budget Federal Provincial Local
1 General public service 271.42 135.71 (50) 81.43 (30) |[54.28 (20)
2 Defense 36.04 36.04 (100 ) 0.00(0.0) 0.00 (0.0)
3 Public order and safety 41.62 2497 (60) 12.49(30 ) 4.16 (10)
4 Economic affairs 425.00 212.50 (50) 106.25(25) 106.25 (25)
5 Environmental protection 15.07 6.03 (40) 4.52 (30) 4.52 (30)
6 Housing and community amenities | 51.68 15.50 (30) 10.34(20) 25.84 (50)
9 Education 115.83 28.96 (25) 23.17(20) 63.71 (55)
7 Health 48.43 14.53(30 ) 9.69(20) 24.21 (50)
8 Recreation, culture and religion 6.24 2.49(40 ) 1.87 (30) 1.87 (30)
10 Social protection 37.60 18.80(50 ) 11.28 (30) 11.28 (20)
Total 1048.92 495.54 261.02 296.13
% 47.24 24.88 28.23
Unbundling
F 870 48.47
P 565 31.48
L 360 20.06
Total 1795 100.00




Public Finance ( Rs, billion )

Heading 2013/14 | 2014/15 | 2015/16 | Awverage %
Revenue 356.62 405.87 480.85 414.45 100
Tax 312.44 355.96 419.98 362.79 87.54
Non-tax 44,18 49,91 60.87 51.65 12.46
Expenditure 372.21 428.25 494,55 431.67 100
Recurrent 305.52 339.41 371.3 338.74 18.47
Capital 66.69 88.84 123.25 92.93 21.53

26.29 27.13
16.96
683 7-77 6.15
3.58 3.25
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Share of highest 15 districts in total revenue collection ( Rs billion, 072/73)

0, H 0,
SN, District Revenue Custom |% sharein total| % share of
revenue revenue custom
1 Lalitpur 133.36 0.23 27.67 0.17
2 Kathmandu 90.60 9.71 18.80 10.72
3 Parsa 76.62 68.40 15.90 89.27
4 Rupandehi 74.82 61.76 15.52 82.54
5 Morang 27.86 22.97 5.78 82.44
6 Chitawan 13.75 0.00 2.85 0.02
7 Jhapa 9.18 6.88 1.90 74.89
8 Banke 7.69 5.28 1.60 68.70
9 Kaski 6.99 0.04 1.45 0.52
10 Bara 5.92 0.03 1.23 0.58
11 Kailali 5.46 3.11 1.13 57.06
12 Sunsari 3.55 0.24 0.74 6.88
13 Kapilbastu 3.53 2.61 0.73 73.99
14 Bhaktapur 2.87 0.00 0.59 0.09
15 Makawanpur 2.47 0.00 0.51 0.03
Total 464.66 ( All 485) 181.26 96.41




Average share of highest 15 districts in total expenditure (%)

Before net expenditure After net expenditure

S.N. District % share in Cumulative District % share in Cumulative share
expenditure share (%) expenditure (%)
1 | Kathmandu 37.97 37.97 Kathmandu 20.00 20.00
2 | Lalitpur 3.55 41.52 Banke 2.49 22.49
3 | Banke 1.85 43.36 Rupandehi 2.48 24.98
4 | Rupandehi 1.84 45.20 Kailali 2.40 27.37
5 | Kailali 1.77 46.98 Morang 2.39 29.76
6 | Morang 1.77 48.75 Sunsari 2.23 31.99
7 | Sunsari 1.65 50.39 Dang 2.14 34.13
8 | Dang 1.59 51.98 Chitawan 2.14 36.27
9 | Chitawan 1.58 53.56 Surkhet 2.10 38.37
10 | Surkhet 1.56 55.12 Kaski 2.02 40.39
11 | Kaski 1.49 56.61 Dhanusa 1.92 42.31
12 | Dhanusa 1.42 58.04 Jhapa 1.88 44.19
13 | Jhapa 1.39 59.43 Lalitpur 1.77 45.96
14 | Makawanpur 1.25 60.67 Makawanpur 1.69 47.65
15 | Bhaktapur 1.15 61.82 Kanchanpur 1.50 49.14

L % of central
17 - FTEET AT (eallal Fe1 TOTATE G 40 oY, WA Higd wva T District |
z , | evel exp.
AT, AT AT, FHRTEE, A0 G4 £ |
Kathmandu 61.24
Lalitpur 62.52
Bhaktpur 48.88
Weighted aveage 60.85




LBs revenue and expenditure ( Rs billion )

Details 2012/13 | 2013/14 2014/15 | Average
LBs total revenue 41.38 35.86 30.79 36.01
LBs total expenditure 32.43 31.32 28.57 30.77
% of LBs revenue to GDP 2.44 1.82 1.45 1.90
% of LBs expenditure to GDP 1.91 1.59 1.35 1.62
Total revenue of province ( Rs, billion)
250 E
200
150
100
50
0
One Two Three Four Five Six Seven
m2013/14| 30.43 106.57 | 173.1 427 37.44 0.64 4.17
m2014/15| 33.39 122.17 | 195.33 6.56 43.04 0.76 4.61
2015/16| 42.22 86.98 | 247.12 8.87 88.82 0.99 7.02
Revenue One Two | Three | Four Five Six | Seven | Total
% share in total revenue 8.52 | 25.37 | 49.46 1.58 13.60 | 0.19 1.27 | 100.00
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Basic principles of Equalization Formula

* Clear objective

* Finance follows the function

* Balanced national priorities

* Enhancing equity and fairness
e Simplicity and transparency

e Using rules

* Equal shares/threshold

* Avoid sudden large changes



Finance Commission Formula

12th FC 13th FC (2010- | 14th FC (2015-
Criteria
(2005-10) 15) 20)
25 25

1971 Population 17.5

Demographic change 10

Income distance 50 50
10 10 15

Forest cover 7.5

Tax effort 7.5

Fiscal discipline 7.5 17.5

Fiscal capacity distance 47.5



SOUth Afrlca (9 province)

. . Economic _ weighted
Education | Health Basic Share | Poverty . Institutional g
Provinces Activity average
Local Government
48 % 27% 16 % 3% 1% 5% 100%
Weig
Eastern Cape 15.2 13.4 12,5 16.1 7.5 11.1 14 Indicators hted
Free State 5.3 5.4 5.2 5.3 5.3 11.1 5.6 %
Gauteng 17.5 215 24 17.2 34.5 11.1 19.5 Basic Service
KwaZulu-Natal 22.6 22 19.7 22.2 15.7 11.1 21.3 component | - o
Limpopo 13.1 104 13.6 7.1 7.1 11.1 11.8 Institutional
component
Mpumalanga 8.5 7.3 7.8 9.1 7 111 8.2 8.8
Northern Cape 2.3 2.1 2.2 2.2 2.2 111 2.7 Community
North West 6.5 6.8 6.8 8.1 6.5 11.1 6.9 SErvices
component
Western Cape 9 11.1 11.4 6.2 14.2 11.1 10 13.3
Total 100% 100% 100% 100% 100% 100% 100%




Equalization System

Horizontal equalization

Norway
Sweden
Revenue
Cost equalization
equalization
Germany Portugal
Austria United Kingdom Denmark
Finland
Italy
Australia
Switzerland Greece Canada
Spain
Mexico Vertical equalization



Vertical tax revenue sharing ( % of total tax)

S.N. Country % S.N. Country %
1 Australia 18.7 10 France 13.1
States 15.3 Local 13.1

Local 3.4 11 Germany 29.3

2 Austria 4.8 Lander 21.3
Lander 1.6 Local 8.0

Local 3.2 12 Greece 3.7

3 Belgium 10.4 Local 3.7
States 5.3 13 Hungary 6.5

Local 5.0 Local 6.5

4 Canada 49.4 14 Iceland 26.6
Provinces 39.7 Local 26.6

Local 9.7 15 Ireland 33

5 Chile 6.6 Local 33
Local 6.6 16 Israel 7.6

6 Czech Republic 1.2 Local 7.6
Local 1.2 17 Italy 15.9

7 Denmark 26.7 Regions 11.7
Local 26.7 Local 4.2

8 Estonia 13.3 18 Japan 25.2
Local 13.3 Local 25.2

9 Finland 23.2 19 Korea 16.3
Local 23.2 Local 16.3




S.N. Country % S.N. Country %
20 Luxembourg 4.7 29 Spain 32.7
Local 4.7 Regions 23.1
21 Mexico 3.6 Local 9.6
States 2.5 30 Sweden 35.7
Local 1.1 Local 35.7
22 Netherlands 3.6 31 Switzerland 394
Local 3.6 States 24.2
23 New Zealand 7.3 Local 15.2
Local 7.3 32 Turkey 8.8
24 Norway 12.1 Local 8.8
Local 12.1 33 United Kingdom 4.8
25 Poland 12.5 Local 4.8
Local 12.5 34 United States 36.8
26 Portugal 6.6 States 20.9
Local 6.6 Local 15.9
27 Slovak Republic 2.9 35 India
Local 2.9 States 42.0
28 Slovenia 10.9 36 South Africa
Local 10.9 Provinces 29.0
Local 4




Tax assignment in various orders of governments ( Canada )

Share in Revenue ( % )

Determination of tax

Level of governments and tax .
items F S L Total | Base Rate CoII.e.ct|on .&
administration
Federal
Income tax 64.7 35.3 100 F F F
Consumption tax 45.3 54.7 100 F F F
Payroll tax 68.6 31.4 100 F F F
User fees 24.4 23.3 52.3 100 F F F
State or provincial
Income tax 64.7 35.3 100 F P F
Consumption tax 45.3 54.7 100 P P FP
Payroll tax 68.6 31.4 100 F P F
Resource tax 100 100 P P P
Health premium 100 100 P P P
Property tax 2.2 97.8 100 P P P
User fees 24.4 233 52.3 100 P P P
Local
Property tax 2.2 97.8 100 P L P
User fees 24.4 23.2 52.3 100 L L L




Direct expenditure by function and level of government ( Canada )

S.N Function Federal p?;?/?ﬁg;l Local %
1 Defence 100 0 0 100
2 Debt servicing 53.2 42.1 4.7 100
3 General adminisstration 44 27.3 28.7 100
4 Law and order 554 23.1 21.5 100
5 Economic services 26.9 a7.7 254 100
6 Social services 57.6 37.1 55.3 150
7 Health 21 77.7 1.3 100
8 Education 5.3 52.6 42.1 100
9 Local public services 0 0 100 100

9.1 Primary and preschool education

9.2 Public health

9.3 Hospitals

9.4 Urban Highway

9.5 Urban transportation

9.6 drinking water and sewerage

9.7 waste collection

9.8 Electric power supply

9.9 Fire protection

9.10 Public order and saftey

9.11 Police




_ Area (%)
Population (%)

20.40 20:37 20.68

17.60

17.12 17.14
14.61
13.79 13.48 13.28
I l 6.56 | I |
| )

One Two Three Four Five Six Seven One Two Three Four Five Six Seven



HDI
Per Capita Income (S )

1384
0.500 0.506 0.513 1367

0.461 1911
0.422 ‘ 0.412 0.416 ‘

One Two Three Four Five Six Seven One Two Three Four Five Six Seven




Under-development Index of provinces

0.696

0.628 0.642

One Two Three Four Five Six Seven

(i ) Per Capita Income,

ii ) Female Literacy rate,

(iii ) Infant Mortality Rate,

(iv ) Household Amenities ( drinking water and
toilets )

( v) Remoteness ( level of costs )

( vi) Connectivity ( rural and central roads )
(vii ) Deprived Caste/ Ethnic Group ( Dalits )



Provincial share (Pop 50, area 25, under-develop 25)

16.75 16.43 17.44

11.49 11.36

10.59

One Two Three  Four Five Six Seven



Equalization Grant ( Rs, 000) bigger than 3 districts

Aedir
S.N. District Name Population Area HHAT IRTOT
kG CAGH

1 gFell ATFEET IM3YTToIhT 3900 2419.64 105,130
2 T qIH FTARIT IM3qTiorenT 5396 2106.91 124,286
3 drcelels L ERIECEACIELIEED) 12017 1858.51 170,211
4 ARET THTA EIESIEED 6923 1648.65 126,747
5 qAgFg Grq rTSeg e IM3uTiolenT 8989 1539.11 125,801
6 CEIE; IST IM3YTTolehT 2182 1467.27 100,000
7 qEATS aTelle aT3UTToIhT 1423 1344.00 100,000
8 g TW IM3UTforanT 5517 1310.41 116,289
9 FEd AT IM3TTolehT 14104 1037.00 165,160
10 gar IMHATSHUS IMIUTToIehT 7143 978.77 115,349

SN District Area

1 Bhaktapur 119

2 Lalitpur 385

3 Kathmandu 395

4 Parbat 494

5 Terhathum 679

6 Dhankuta 891

Total 2963
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