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Preamble

The reporting guidelines have been prepared for
Compliance with Reporting Requirements under the
NGO Law. The purpose of the Reporting Guidelines is
to provide guidance to (1) not-for-profit, non-
governmental organizations (NGOs) and individuals
working with NGOs on how to comply with the
reporting requirements set forth under the Afghan Law
on NGOs; and to (2) the Ministry of Economy and
provincial governmental departments regarding proper
implementation practices, with a goal of improving the
professionalism and consistency of implementation.

The Guidelines have been prepared by the International
Center for Not-for-Profit Law, with input from Agency
Coordinating Body for Afghan Relief (ACBAR) and the
NGO Department within the Ministry of Economy.
While the Guidelines have been reviewed and prepared
with input from the NGO Department, the views
expressed herein are those of the author and do not
necessarily reflect the official views of the Afghan
Government or other organizations. Instead, the
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information in these Guidelines is unofficial guidance
reflecting the author’s understanding of laws and
regulations currently in effect in Afghanistan, as well as
best international practice, and does not constitute legal
advice or opinions. Please note that the legal situation in
Afghanistan is in a state of flux, and new laws,
regulations, and administrative directives may affect the
accuracy of the information contained in these
Guidelines. We strongly encourage you to inform
yourself of new developments.

ICNL would welcome any comments on the content of
these Guidelines (including the correction of any
mistakes). For further information on issues relating to
NGO registration, NGO reporting requirements, or civil
society development, or for more copies of these
Guidelines, please contact Mohammad Magsood, ICNL
legal advisor in Afghanistan (magsoud@counterpart-
afg.org) (0093702151604).

ICNL would like to thank Counterpart International and
USAID, whose funding support made these guidelines
possible.




Introduction

Non-governmental organizations (NGOs) are defined
broadly in the Afghan Law on Non-Governmental
Organizations (NGO Law) to include both domestic and
foreign and international NGOs. A domestic NGO is
simply “a domestic non-governmental organization
which is established to pursue specific objectives”
(Article 5.2). A foreign organization is “a non-
governmental organization which is established outside
of Afghanistan according to the law of a foreign
government and which accepts the terms of this law”
(Article 5.3). An international foreign organization is “a
non-governmental organization which is established
outside of Afghanistan according to the law of a foreign
government and which is operating in more than one
country” (Article 5.4). Finally, a special category of
domestic NGO is an umbrella organization, defined
separately in Article 9.

Each category of “NGO” defined in the Law is subject to
reporting requirements. These Guidelines focus only on
the reporting requirements arising from the Law on
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NGOs.'The Law on NGOs sets forth the reporting
requirements in Article 31:
Article 317

1. An organization shall submit its annual activity
report to the Ministry of Economy within three
months of the end of the fiscal year.

2. An organization shall submit its semi-annual
activity report to the Ministry of Economy, using
the standard forms of the Ministry of Economy,
which will be updated as necessary.

3. The semi-annual report shall be prepared in one
original and three copies for submission to the
Central and Regional Offices of the Ministry of
Economy, in return for a receipt. The Regional
Offices shall immediately send the report to the
Central Office of the Ministry of Economy.

4. The semi-annual report shall be written in one of
the official languages of the country.

5. An organization shall send a copy of its semi-
annual report to the relevant line ministry.

In practice, however, the first six years of
implementation have revealed that there is tremendous
confusion and uncertainty regarding the reporting
process. The aim of the Reporting Guidelines is to

'NGOs may well be subject to reporting requirements through contracts or grant
agreements concluded with individual ministries of the Afghan Government, with
foreign governmental donors, private donors, etc. As legal entities, NGOs are also
subject to the Income Tax Law, which may trigger additional reporting or filing
requirements. The focus of these Guidelines is the NGO Law.

%As detailed below, other provisions in the NGO Law are relevant to reporting and
supervisory practice. Article 31 is, however, the key provision governing reporting
requirements.
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explain in clear, user-friendly language: (1) international
good practices regarding reporting and supervision of
NGOs; (2) reporting procedures applicable to NGOs in
Afghanistan; and (3) the content of the reporting form(s)
NGOs are required to submit to the Ministry of
Economy. The desired impact of the Reporting
Guidelines is to bring clarity and predictability to the
reporting practice among NGOs in Afghanistan, to
improve NGOs’ compliance with the law, and to
improve the consistency and professionalism of the
NGO Department and Ministry provincial departments
throughout Afghanistan in implementing the NGO Law.






Reporting Requirements under the NGO Law

A. Summary Overview

According to Article 31 of the NGO Law, all registered
NGOs (domestic, foreign and international) must submit
two semi-annual reports and one annual report.
Reporting forms are the same for both domestic and
international NGOs operating in Afghanistan. Moreover,
according to Article 27 of the NGO Law, NGOs must
submit a financial audit, although this requirement does
not necessarily apply to all NGOs.

(1) Semi-annual report

All domestic, foreign and international NGOs registered
with the NGO department of the Ministry of Economy
are expected to submit a semi-annual report on their
activities to the Ministry of Economy and related line
ministries. The time period covered by the semi-annual
report relates to all activities which are implemented and
in progress during the prior six months. If the financial
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year of the NGO is based on the Gregorian calendar, the
reporting period runs from the beginning of January to
the end of June, and then from the beginning of July to
the end of December. If the financial year is based on the
Afghan calendar, then the reporting period runs from the
beginning of Hamal to the end of Sunbulla, and from the
beginning of Mizan to the end of Hut.

There are two reporting forms — Forms 01 and 02 —
which may need to be completed in connection with the
semi-annual report. Form 01 1is applicable to all
registered NGOs. Form 02is applicable only to those
foreign NGOs, which give grants to other NGOs
operating in Afghanistan. NGOs are expected to submit
reports every six months, at the end of June and again at
the end of the year, as measured by NGO’s fiscal year.

(2) Annual report

All domestic, foreign and international NGOs registered
with the NGO department must submit an annual
narrative report, which describes the past year’s
activities and details the financial information. No form
is provided for this report; instead, NGOs can use
whatever format they deem appropriate. The NGO
department encourages NGOs to include photographs
from the implementation of projects. The annual report
must be submitted within three months of the end of the
fiscal year.

(3) Financial audit
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An NGO should undergo a financial audit conducted by
an independent accounting company and submit the
audit to the NGO department and Ministry of Finance
within three months after the NGO’s fiscal year. The
Ministries of Economy and of Finance, in consultation
with the NGO coordination bodies, shall seek alternative
methods for organizations that lack the financial capacity
to prepare an audit by international auditors.

B. Questions and answers

What is the mandate of the NGO Department?

Article 4 of the NGO Law assigns regulatory
responsibility relating to NGOs to the Ministry of
Economy: “The Ministry of Economy is the registration,
supervision, and coordination body for the activities of
organizations in Afghanistan.” The Ministry is thus
responsible for the registration of NGOs (granting
formal legal status to applicants) and the supervision of
NGOs (through reporting and inspection). The meaning
of “coordination” is not clear in this context; if it
suggests government interference in NGO affairs and
activities, it would be worrying and would potentially
lead to the infringement of freedom of association.

By implication, Article 4 of the NGO Law excludes
other ministries and government agencies from
exercising the general registration and supervision
oversight of NGOs. This is not to say that line ministries
cannot exercise oversight of NGOs, where appropriate.
For example, the Ministry of Health works routinely
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with NGOs engaged in health-related activities; the
terms of the relationship can be defined in the terms of a
contract or grant agreement. But governmental bodies
must have a legal basis to engage in supervision over the
activities of NGOs. Unfortunately, there have been
alleged cases where, for example, the governor of a
province or the police or security and justice sector
interfered with the work of an NGO through unnecessary
and unauthorized inspections and questioning.

The Ministry of Economy carries out its regulatory
functions under Article 4 through the NGO Department
in Kabul and through its provincial departments in each
of Afghanistan’s 34 provinces. Its registration duties are
defined in Chapter 2 of the NGO Law and its
supervisory duties in Chapters 3 and 4 of the Law.
Reporting requirements are included in Chapter 4. The
Ministry, acting through the NGO Department, is
authorized to require the submission of reports from
NGOs containing activity and financial information
relating to that organization’s programs. The Law also
authorizes the Ministry and the line ministries to engage
in on-site inspections focusing on ‘“the quality and
quantity of work and the project activity according to the
contract.” (Article 33(1, 3)).

It is important to stress that the Ministry’s supervisory
duties are limited to the activities of NGOs. The NGO
Department, in carrying out the Ministry’s regulatory
duties, is not authorized to request information from
other civil society organizations (such as social
organizations) or from international donors or from
foreign governments. The issue is not how foreign donor
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aid money to Afghanistan is being distributed and spent
but more narrowly whether NGOs are acting in
compliance with the law. The successful implementation
of law is dependent, in part, on a clear understanding and
respect for the legal mandate of the regulatory agency.

Who must submit reports?

All organizations registered as an NGO, whether
domestic or foreign, under the 2005 Afghan Law on
NGOs, must comply with the requirements of the Law
and submit reports to Ministry of Economy.

What reports are required?

The Law requires the submission of three reports: a
semi-annual report, an annual report and a financial
auditing report. The Law does not, however, clearly spell
out the contents of the two reports mentioned, or how
these reporting requirements are implemented in
practice. Nor does the Law distinguish between a
domestic and foreign NGO for the sake of reporting.

Semi-annual report: In practice, a domestic NGO must
complete one form — Form 01 — for every project in
which it has engaged during the reporting period. A
foreign or international NGO must also complete Form
01 for every project conducted in Afghanistan.

In addition, those foreign or international NGOs that
give grants to domestic and foreign NGOs must also
complete Form 02 and submit to NGO department for
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each grant project awarded. It is important to note that
domestic NGOs are not required to complete Form 02. In
addition, foreign NGOs not engaged in grant-making
activity also need not complete Form 02.

Both forms are available through the Ministry of
Economy, NGO Department.

Annual report: There is no standard form for the annual
report. Instead, the NGO Department requires all NGOs
— domestic and foreign or international — to submit an
annual report, with information on programs and
finances, in whatever form organizations choose.

What supporting documents need to be submitted with
reports?

(1) The semi-annual report requires the submission
of supporting documentation in the form of a
certification (or approval) letter relating to the
work accomplished and project costs and
expenses during the previous six months. The
certification letter regarding the accomplishment
of the project should be issued by a line ministry,
and the cost and expenses should be confirmed
by the donor. This requirement is contained in
the language of the semi-annual reporting form
(Form 01). According to the NGO Department,
the aim of submitting a certification (or approval)
letter from the relevant ministry and donor is to
ensure that the relevant ministry or donor is
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monitoring the project, and to ensure that the
project is being implemented effectively.

(2) In addition, where a project is based on an
agreement signed by the donor and NGO, the
NGO Department expects to receive a copy of
that donor-NGO agreement. The NGO
Department uses the donor-NGO agreement to
evaluate the reports.

When are the reports due?

The annual report is due “within three months of the end
of the fiscal year.” (Article 31.1) The fiscal year is
determined based on statute of the NGO, whether the
Gregorian or Afghan calendar.. In addition, according to
Article 27 of the NGO Law, NGOs should submit a copy
of their financial auditing within three months after the
fiscal year to the Ministries of Economy and of Finance.

The Law does not clearly state when the semi-annual
report is due. In practice, however, NGOs are expected
to submit reports every six months based on the
Gregorian or Afghan calendar.

Where are reports submitted?

Article 31 requires NGOs to submit both the annual
report and the semi-annual report to the Ministry of
Economy (MoE). Article 31(3) states that the semi-
annual report should be prepared in one original and 3
copies for submission to the Central (NGO department in
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Kabul) and Regional Offices (provincial departments) of
the MoE. In practice, this means the following:

* If an NGO is operating in Kabul, then that NGO
is expected to submit its reports to the NGO
Department at the MoE in Kabul.

* If an NGO is based in Kabul, but operating in
provincial locations as well, then that NGO is
expected to submit its reports to the NGO
Department at the Ministry in Kabul, and to share
a copy of the report with the MoE’s provincial
departments in those provinces where it is
operating.

If an NGO is operating only in a provincial location,
then the NGO is expected to report only to the provincial
department, and not to the Ministry in Kabul; the
provincial department is then responsible for submitting
one copy of the report to the NGO Department in Kabul.
In addition, Article 31(5) requires NGOs to send a copy
of their semi-annual report to “the relevant line
ministry.” This is a largely unenforceable provision, as
not all NGOs will be engaged in activities that clearly
correspond to a specific ministry. Others will be engaged
in a range of work areas corresponding to multiple
ministries. In practice, however, line ministries often
expect NGOs engaged in sectors related to their
ministerial sphere of competence to report to them.

When should organizations report to relevant line
ministries or departments?
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Article 31(5) requires NGOs to submit “a copy of its
semiannual report to the relevant line ministry.”
Certainly, NGOs that conclude agreements with
ministries or ministerial departments are likely to be
required to report to that ministry. For example, an NGO
focused on health-related issues may receive funding
from the Ministry of Health to help operate a health
clinic. This NGO will reasonably be expected to report
to the Ministry of Health and to submit a copy of its
semiannual report to the Ministry of Health. In addition,
line ministries often expect NGOs engaged in sectors
related to their ministerial sphere of competence to
report to them, regardless of whether the NGOs are
funded by them or not. The reporting requirement will
not, however, apply to NGOs whose projects are not
related to a specific ministry or ministerial department.

Do reports need to be submitted to provincial
departments of the Ministry of Economy?

If an NGO is based in Kabul, but operating in provincial
locations as well, then that NGO is expected to submit
its reports to the NGO Department at the Ministry in
Kabul, and to share a copy of the report with the MoE’s
provincial departments in those provinces where it is
operating.

If an NGO 1is operating only in a provincial location,
then the NGO is expected to report to the provincial
department and to the Ministry in Kabul.
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Does the NGO Department issue an acknowledgement
of receipt?

The NGO Department and the provincial departments of
the Ministry of Economy are required by Article 31(3) to
issue an acknowledgement of receipt in the case of semi-
annual reports: “The semi-annual report shall be
prepared in one original and three copies for submission
to the Central and Regional Offices of the Ministry of
Economy, in return for a receipt” (emphasis added).
Issuing a receipt is consistent with good practice, and
assists both the Ministry and the NGOs to confirm that
required reports have indeed been filed.

In what language should reports be prepared?

Article 31(4) requires the semi-annual report to be
written and submitted in one of the official languages
(Dari or Pashto). Some foreign NGOs operating in
Afghanistan have complained that this requirement is
difficult to comply with, time-consuming and expensive.
While reporting inevitably raises the administrative
expenses, it is fundamental to transparency and
accountability, and it is legitimate that reports be
submitted in the local language.

Are NGOs required to conduct and submit financial
audits?

Article 27 addresses the financial record-keeping and
financial auditing of NGOs. Section 1 requires NGOs to
maintain financial records and make those records
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available for inspection by the Ministry. This is
consistent with good regulatory practice and critical to
NGO transparency.

Section 2 requires NGOs to prepare an audit of their
annual financial statements according to international
standards and submit the report to the Ministry; the
auditing requirement is an important regulatory tool to
ensure transparency and accountability, but in most
countries, is only applied to large, public benefit NGOs —
that is, those NGOs engaged in public benefit activities
and therefore receiving public support (through tax
benefits or direct financing) or those NGOs with a
significant annual turnover (based on threshold limit). To
require all NGOs to fulfill this requirement is almost
certainly unnecessary and would be difficult or even
impossible for many NGOs to afford. Professional audits
are expensive and raise administrative expenses
considerably; many small NGOs relying primarily on
volunteer labor and without significant income cannot
comply with an auditing requirement. The Law
recognizes this in section 2 by allowing for “alternative
methods for organizations that lack the financial
capacity”. What these alternative methods are is not
clear, but the burden is clearly on the Ministries of
Economy and Finance to identify these alternative
methods.

What obligations does the Ministry of Economy have
relating to review of the reports?
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Article 32 establishes the governmental duty to analyze
and assess the semi-annual reports. Section 1 requires
the Ministry of Economy (MoE) to review the reports
within 90 days of receipt and to inform the NGO of the
result. While the intent of the provision is to ensure
timely and thorough reviews, the requirement to inform
NGOs of the result will likely prove burdensome. It is
rarely required in the legal systems of other countries.
The supervisory agency of course is authorized to follow
up on reports, where problems are apparent or more
information is needed, but there is no requirement to
inform NGOs of the results. Section 2 requires the MoE
to send a summary copy of the annual report of foreign
NGOs to the Ministry of Foreign Affairs.

What kind of coordination is there between the NGO
Department and line ministries, the Ministry of Finance
and security agencies?

Several provisions in the NGO Law contemplate
communication and/or coordination between the NGO
Department and line ministries or security agencies.
Specifically:

* Article 16 addresses applications to register by
foreign NGOs, requiring the Ministry of
Economy (MoE) to send a copy of the
registration application to the Ministry of Foreign
Affairs (MFA), and giving the MFA to the
opportunity to review the application and present
objections to the MoE.
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* Article 17 establishes the High Evaluation
Commission, which is composed of
representatives of 5 ministries, including the
MoE, MFA, and Ministries of Finance, Justice,
and Labor and Social Affairs. The Commission
has duties relating to both registration and
termination.

* Article 18 requires the MoE, following approval
of registration, to send a copy of “all documents
of a foreign organization” to the MFA. In
addition, the MoE shall provide the Ministry of
Interior with identification information of the
registered organization “in order to ensure
security” and “shall, if necessary, provide the line
ministries with a copy of necessary documents of
the registered organization.”

* Article 32 requires the MoE to send a summary
copy of the annual report of foreign NGOs to the

MFA.
* Article 33 requires “relevant line ministries to
monitor and supervise ... the technical

implementation and activities of the related
project” and to “submit a report of the results to
the Ministry of Economy.”

* Article 46 allows “security bodies” to “acquire
information concerning the activities of
organization sonly through the Ministry of
Economy.”

Whether or not and to what extent these provisions are
being actually implemented is not clear.
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Are there protections for confidential data and
information?

Article 45 of the NGO Law prohibits NGO officers and
members from releasing confidential information
concerning projects, documents, historic or cultural
archives, or military bases. There is no provision,
however, which places limits on the government release
of confidential information to the public or to others.
Whether by law or regulation, protection of confidential
information should be addressed.

What happens in case of a violation of the law, caused
by the failure to file reports or the filing of a false report?

Article 47(6) addresses the consequences of a failure to
file a timely annual report and the submission of a false
annual report. In both cases, the NGO “shall be fined
from 1000-500,000 Afghanis.” The fine must follow
confirmation from the High Evaluation Commission. To
date, the Ministry has not applied a fine against an NGO
for reasons relating to reporting.



The Reporting Form, 01 and 02 Explained

A. How to Fill Out Reporting Form 01

The upper part of the form (01): Complete the
parenthetical with organizational information, as
described below.

1)

2)
3)
4)

5)

At the top of the form place check-mark on blank
before relevant reporting period, the first six
months or second six months.

At the top of the form write the date on which the
report is submitted.

Activity report of organization: Indicate the full
name of the organization.

Acronym: Indicate the acronym of the
organization.

Work Sector: Indicate the kinds of services or
sphere of work in which the NGO is engaged,
such as health, education, agriculture, justice, etc.
One or more than one work sector can be listed.
For example, an organization supporting






