STANDARD TWINNING PROJECT FICHE
1.
Basic Information
1.1 Programme: IPA 2011
This twinning fiche is launched under a suspensive clause: The actual award and signature of agreement following the twinning launched under such suspensive clause is conditional on the conclusion of the financing agreement for the IPA 2011 National Programme for Bosnia and Herzegovina. The potential applicants are informed that the procedure may be cancelled or delayed if the financing agreement is not signed by the Bosnia and Herzegovina authorities by the time of contract signature for this project.

1.2 Twinning Number: BA11-IB-FI-01
1.3 Title: Further harmonisation to EU practices and acquis on customs and taxation 
1.4 Sector: Customs and Taxation
1.5 Beneficiary country: Bosnia and Herzegovina
2.
Objectives
2.1
Overall Objectives:

The overall objective of the project is to support process of modernization of the Indirect Taxation Authority (ITA), in particular of the customs, tax and information technologies in line with EU practises and the acquis and to ensure facilitation of legitimate trade and protection of society.

2.2
Project purpose: 

The purpose of this project is further approximation of the indirect taxation legislation and procedures to the acquis, as well as strengthening the administrative and operational capacity of the ITA  in order to ensure enforcement of the indirect taxation legislation and to prepare for application for accession to the Convention on Common Transit Procedures, to improve the ITA’s organisation and management capacity, to strengthen Intellectual Property Rights Unit, supported by the modernised IT technologies.
2.3
Contribution to National Development Plan/Cooperation agreement/Association Agreement/Action Plan
Stabilization and Association Agreement

Article 97 stipulates that "The Parties shall establish cooperation in this area with a view to guarantee compliance with the provisions to be adopted in the area of trade and to achieve the approximation of the customs system of Bosnia and Herzegovina to that of the Community..." and that "Cooperation shall take due account of priority areas related to the Community acquis in the field of customs."

Article 98 stipulates that "The Parties shall establish cooperation in the field of taxation including measures aiming at the further reform of Bosnia and Herzegovina's fiscal system and the restructuring of tax administration with a view to ensuring effectiveness of tax collection and reinforcing the fight against fiscal fraud...".

The present project is addressing the priorities of the MIPD 2011-2013 as follows:

Chapter 3.3. Private Sector Development 

Section 3.3.2. “Sector Objectives for EU support over next three years” reads: 
Based on the conclusions of the 2010 Progress Report and the Enlargement Strategy, the provisions of the SAA/IA and the respective country strategies, the following sector objectives have been identified:

Improve the institutional and legal framework as well as the coordination and harmonisation of SME related public policies and support Bosnia and Herzegovina to adhere to its obligations under the IA/SAA.

Indicators: 

· Improved capacities at State- and Entity-level, in particular of key institutions such as the Institute for Intellectual Property Rights, the Indirect Taxation Authority, the Competition Council, and, once established, the State aid Authority and the SME Department in the Foreign Investment Agency.

Link with National Development Plan
Bosnia and Herzegovina has prepared a country development strategy (CDS) and a social inclusion strategy which will serve as basis for the national development plan. Both strategies and the related action plans are yet to be adopted by the Council of Ministers. The proposed goals and priorities for the CDS are strengthened macroeconomic stability, sustainable development, competitiveness, employment, EU integration and social inclusion.
3.
Description

3.1
Background and justification
The European Commission 2011 Progress Report reports that the progress in the areas of customs and taxation are good, but uneven. 

The customs tariff was fully harmonised with the 2011 EU Combined Nomenclature. Rules of origin are used in accordance with the Interim Agreement. Operational Instructions on use of the ATA carnet (international customs document) were prepared and the Indirect Taxation Authority (ITA) staff trained. Operational instructions for vehicles subject to the approval procedure were issued and implementation started. However, the Customs Law needs to be in line with the EU Customs Code and the legislation on free zones and intellectual property rights with the acquis. The number of traders applying for simplified procedures remained relatively small. Further efforts are needed to facilitate trade. Customs controls are too frequent and not targeted well due to the lack of a fully developed risk analysis system. Enforcement of intellectual property rights (IPR) remains weak. Little progress can be reported in the case of taxation. An agreement on avoidance of double taxation related to income and property tax with Austria was ratified. Republika Srpska introduced the system of fiscal cash registers. However, the Federation postponed implementation of this system and Brcko District did not introduce it. Although a tax rate of 10% is being applied in all Entities, the personal income tax systems are not harmonised between the Entities. Different procedures persist, leading to a complex tax environment, which makes the country less attractive for foreign investors. Rules and procedures on direct taxation remain to be harmonised. A permanent formula for allocation of indirect tax revenue between the State, the Entities and Brcko District remains to be agreed. Further alignment with the VAT acquis and the EU excise legislation is needed. In the area of business taxation, some measures do not comply with the EU Code of Conduct (e.g. legislation on free zones).

As regards administrative and operational capacity, little progress was made. The ITA prepared a Business Change Management Plan. However, its organisational structure needs to be further strengthened, including appointment of a permanent top management and establishment of a strategy unit. The ITA is operating without a business strategy and associated IT, human resources and comprehensive training strategies. Its IT systems, in particular regarding customs, remained weak. The role of the Internal Audit Unit needs to be enhanced. Advanced training on intelligence techniques for tax staff, risk analysis, IPR enforcement, customs laboratories and internal audit remains to be delivered. Cooperation and coordination within the ITA and with other authorities remains weak. The ITA is not sharing sufficient data with the Agency for Statistics of Bosnia and Herzegovina, which hampers the production of reliable statistics. The functions performed by customs laboratories remain limited. 

The ITA has introduced the notion of "authorised exporter" in the field of goods origin and local (house) clearance at export. However, further assistance is necessary for the continuation of practical application of the mentioned simplifications to daily export procedures. In addition, it is necessary to start applying all other types of simplified procedures, including local clearance at importation and authorised consignee/consignor in transit procedure and centralised clearance. Furthermore, assistance is necessary in establishing the operational implementation of regulations for safety and security and for the preparations for status of "AEO – authorised economic operator" with the support at economic operators in BiH, as well as in the operational introduction of incoming and outgoing summary declarations with appropriate IT support and training, which are important for safety and security (AEO). Bosnia and Herzegovina is has to apply for participation in Common Transit Convention after which the NCTS will be one of the highest priorities for the ITA and for the Country.
It is necessary to continue to work on the permanent alignment of BiH legislation in the field of indirect taxes with the EU legislation and the most recent Directives in the field of VAT. Given that the existing law was drafted following the provisions of the 6th Directive, any further upgrade of EU Directives requires further work on harmonising national norms with the framework. Since there were some changes made to the Directive 2006/112/EC in the past, e.g. passing of the Council Directive 2008/8/EC of February 12, 2008 the obligation arose to further harmonise the Law on VAT therewith. 
As regards excise duty and road toll, it should be emphasised that the Law on Excise Duty has been adopted and applied since July 1, 2009. The Law is in line with the EU Directive 92/12/EC which represents the starting framework for this field.
It is necessary to modernise the existing tax application ALICE which will be compatible with the customs application and EU requirements. Modernisation means an upgrade of the existing subsystem with the same but more modern software tools in programming terms which are compatible with the “up-to-date” hardware and software.
Support to strengthening the institutional and administrative capacities of the ITA will lead towards the improvement of the ITA functioning and creation of conditions for increase in revenues collected from the indirect taxes. Efficient functioning of an updated IT system will contribute to accomplishing the required standards for EU accession in the fields of customs and taxation and will also improve compliance with International standards (standards of World Trade Organisation – WTO, World Customs Organisation – WCO, EU Customs Blueprints, Convention such as Kyoto Revised, Council Directive 2006/112/EC).

The planned improvements to the customs, taxation and IT will have immediate effect in improving the administrative capacity of the ITA and this will feed through the operational level. Integrity as well, will be improved within the ITA. The eventual outcome will be a proficient and more effective Indirect Taxation Authority. Improved functioning of the ITA system will contribute to promotion of trade which in turn will lead to trade facilitation and increased prosperity and revenue yield. Further inroads will be made to the fight against cross-border crime, organised crime and corruption. 

3.2 Linked activities:
The EU has supported Bosnia and Herzegovina both from a financial and technical point of view, one of the key target areas of the EU financial and technical support has been public administration reform (including customs and taxation). The European Union launched the Customs and Fiscal Assistance Office Programme (CAFAO) in 1996 in order to support, inter alia, the establishment of a customs service in Bosnia and Herzegovina. The Customs Information System ASYCUDA 1.16f, financed by the European Commission, has been implemented in the Entity’s Customs Administrations during 2002. An information system created with modern tools and on a modern software and hardware platform for the support of introduction of VAT in BiH (ALICE) has been developed and implemented by the CAFAO European Commission Team during 2005 and was fully operational as of the 1st of January 2006, when the VAT was introduced in BiH. 

The CAFAO Mission was operational in BiH until the end of 2007 and as of 1 January 2008 the technical assistance has continued in the field of indirect taxation for a period of twelve months under the auspices of a new project known as TACTA (Technical Assistance to Customs and Tax Administrations). Expert assistance in customs policy and procedures and VAT Policy within TACTA covered the following areas: Origin of goods, Customs procedures, Post-clearance Audits, Expert-legal assistance to the Legal Department, Governance, Internal Audit, Law Enforcement, Enforced Collection, IT support, VAT policy and procedures and provision of trainings. 

The IPA 2008 Twinning project: “Support to further EU Acquis alignment of the Indirect Taxation Authority of BiH” is being implemented since December 2010. The purpose of the project is to support the modernisation of the BiH Indirect Tax Authority by further aligning Customs and Tax legislation, procedures and standards with the EU acquis and to strengthen the administrative capacity in order to implement and support trade and investment policy with the aim to facilitate legitimate trade in a consistent manner, whilst implementing traditional controls in the fight against fraud and in the area of safety and security. This IPA 2011 project should be the continuation of the activities and results achieved in the Twinning project.

The ITA BiH is one of the agencies which, mainly through the Customs Sector, takes part in the implementation of the Integrated Border Management project.

Under IPA 2010 funds have been allocated for modernisation of Customs Declaration Processing System (CDPS). It is expected that the project will commence in the second half of 2012, as the ITA's business strategy and IT strategy were adopted. . (KDG- In the mean time the strategy is adopted so project will commence) Assistance for preparation of the strategies will be ensured through on going twinning project.
This project represents the continuation of activities and results achieved in the project which is part of IPA 2008 - Support to further EU Acquis alignment of the Indirect Taxation Authority of BiH.
3.3 Results
Result 3.3.1:

Further alignment of legislation, procedures and practices of indirect taxation with the Acquis

Measurable indicators:

3.3.1.1
Drafted regulations that define the rules and ways for performing the rest of the simplified procedures and regulations on safety standards in the simplified procedures, trainings completed.

3.3.1.2
Drafted changes and amendments to achieve further alignment with EU Directives referring to VAT and excise legislation

3.3.1.3.Prepared operational instructions in line with changes

Result 3.3.2: 
Transit procedures harmonized with the procedures in the EU

Measurable indicators:

3.3.2.1.Regulations for transit procedure harmonized with the procedure in the EU in order to prepare applications for joining the Common Transit Convention (CTC)
3.3.3.2 The CTC convention, NCTS instructions and transit manual prepared and translated
Result 3.3.3:
Improved system of post-clearance customs control in organizational and procedural terms

Measurable indicators
3.3.3.1.Harmonized regulations on performing the post-clearance customs control to the procedures in the EU and in accordance with it, improved organization and methodology of work.
3.3.3.2 Post clearance control strategy prepared
Result 3.3.4:
Improving the work of the Intellectual Property Rights Unit (IPR)

Measurable indicators

3.3.4.1. Developed and implemented Action Plan for work of the IPR Unit

3.3.4.2. Database of IPR Right Holder established

3.3.4.3. Trained ITA officers in the field of IPR enforcement 
3.3.4.4
. Elaboration and implementation of public awareness campaigns
Result 3.3.5:

Improved system of monitoring of prohibitions and restrictions on imports and exports of goods

Measurable indicators
3.3.5.1. At least 20 ITA officers trained annually in the field of classification of goods and integrated tariff 

Result 3.3.6: 
Improvement of methodology for upgrading the risk analysis

Measurable indicators
3.3.6.1.Gaps and needs analysis and SWOT analysis of the customs existing risk management system with specific recommendations for improvements conducted
3.3.6.2.Manual for enhanced methodology for risk analysis including the activities of the Law Enforcement Sector prepared in BiH languages

Result 3.3.7:
Further strenghtening of the Law Enforcement Sector of the ITA
Measurable indicators:
3.3.7.1
Inceased capability of the Law Enforcement Sector in collecting and exchanging intelligence in order to prevent, detect, support by documentary evidence and process all types of customs and tax frauds
Result 3.3.8:
 Defined role of Internal Audit

Measurable indicators

3.3.8.1.Increased effectiveness of the Department of Internal Audit by 20 %

3.3.8.2.Manual of Internal Audit

Result 3.3.9: 
Improving Management and Human Resource Management

Measurable indicators
3.3.9.1.Enhanced Management and implemented Human Resources Management System and strategies

Result 3.3.10:
The ITA IT systems provides the adequate support to newly introduces procedures

Measurable indicators

3.3.10.1.Exchange of information with customs administrations of other countries increased    by 30%;

Result 3.3.11:
Tax software upgraded

Measurable indicators
3.3.11.1.Changes in taxation subsystems in line with the changes in certain laws 

3.3.11.2.Fully automated data exchange makes customs and tax transactions possible by using the network infrastructure
3.4 Activities
Activities related to the result no. 3.3.1.

3.4.1.1.
Draft Operational Guidelines for issuing permits and the manner of implementation of Simplified Procedures,

3.4.1.2.
Prepare Operational Guidelines for the implementation of security standards and procedure of issuing AEO (Authorized Economic Entity) license 

3.4.1.3.
Customizing the implementation of the previous control in the process of issuing permits for simplified procedures and AEO 

3.4.1.4.
Creating a central database of procedures for approval for simplified procedures and AEO

3.4.1.5.
Train officers on the application of simplified procedures and AEO

3.4.1.6.
Improve cooperation with economic entities and raising awareness on safety and security and status of AEO

3.4.1.7.
Analyse of the current state of legislation concerning Customs, VAT and Excise

3.4.1.8.
Develop primary and secondary legislation and practical training in the field of Customs, VAT and Excise

3.4.1.9.
Perform workshops in order to present court practice and decisions and EU court practice in the field of VAT, excise duties, origin, tariff, value, and prohibition

3.4.1.10.
Conduct comparative analysis of the BiH situation and verdicts of the European Court
Activities related to the result no. 3.3.2.
3.4.2.1.
Draft regulations and methodology on procedure harmonized with the transit procedure of the EU and which are necessary for joining the CTC
3.4.3.2. Translation of the convention, translation of NCTS instructions and transit manual
Activities related to the result no.3.3.3.
3.4.3.1.
Harmonize regulations on carrying out the post-clearance customs control and in accordance with mentioned, improved organization of post-clearance controls and working methodologies
3.4.3.2.
Creating a post clearance control strategy;
3.4.3.3.
Improve the methodology of prior control in the procedure of issuing licenses for Simplified Procedures and AEO

3.4.3.4.
Train officers on performance of post-clearance and previous control

Activities related to the result no. 3.3.4
3.4.4.1.
Raise awareness of the ITA employees on the importance of the IPR 

3.4.4.2.
Establish tools for IPR Management

3.4.4.3.
Create data base of IPR Right Holders related to the customs procedures

3.4.4.4.
Train customs officers on IPR (including training for trainers scheme)
3.4.4.5.
Rising of public awareness for better understanding of the legal aspects of Intellectual Property Rights and the benefits of protection of the industrial property rights and promoting cooperation with stakeholders
Activities related to the result no. 3.4.5.
3.4.5.1.
Train customs officers regarding integrated tariff and classification of goods

Activities related to the result no. 3.4.6.
3.4.6.1.
Conducting Gap and Needs analyses and SWOT analysis of existing customs risk management system resulting in recommendations for improvements 
3.4.6.2.
Improve the methodology for managing risk analysis

3.4.6.3.
Collect and process information and inclusion of other organizational units in the risk analysis

3.4.6.4.
Create risk profiles 

3.4.6.5.
Train officers about creation and use of risk profiles 

Activities related to the result no3.3.7.

         3.4.7.1. 
Amend laws and bylaws in order to develop a service capable of producing, 

                     
collecting and exchanging the intelligence in order to prevent, detect, support by 

documentary evidence and process all types of customs and tax frauds, in accordance with the EU member-states’ standards related to law enforcement (customs and tax)

3.4.7.2. 
Improve knowledge through vocational-specialist training programs of the staff,                          interdisciplinary education in the country and study visits abroad

3.4.7.3.
Identify effective modes of cooperation and joint activities with the bodies and  agencies responsible for law enforcement both in Bosnia and Herzegovina and at international level with which the Memoranda of Understanding have already been or will be signed, and joining relevant international organizations,

Activities related to the result no.3.4.8
3.4.8.1.
Define the methodology and organizational standards in internal audit

3.4.8.2.
Prepare Internal Audit Manual with the application of international standards on the internal audit

3.4.8.3.
Apply practices and experiences of members states countries with similarly organised Administration (customs and taxation combined), study visit

Activities related to the result no. 3.4.9.

3.4.9.1.
Develop a strategy for Human Resources Management aligned with the Administration Business Strategy 

3.4.9.2.
Develop a Human Resources Management System that will define functions, roles and responsibilities in the Administration

3.4.9.3.
Develop a Human Resources Management System that will allow the ITA to make their own decisions about hiring stuff, promotion issues, career advancement, training, disciplinary measures and dismissals of employees in accordance with legislation and systems for controlling the work performance of all employees

Activities related to the result no.3.4.10.

3.4.10.1.
Provide adequate communication infrastructure using a security policy defined by the ITA IT Sector allowing secure transfer of information within the ITA, as well as to external customers-including the purchasing of an adequate routers, switches, firewalls and software for communication control.

Activities related to the result no. 3.4.11.

11.1.
Establish Tax Software that will allow implementation of all legislative changes concerning VAT and Excise, possibility of changes in VAT returns, strengthening system of risk analysis and upgrade of the existing modules. 

3.5 Means/ Input from the MS Partner Administration 

3.5.1 Profile and tasks of the Project Leader
· Long-term civil servant from an EU Member State Administration (Customs or Tax), 
· Good organisational skills,
· At least 5 years working experience in a leading management, 
· Previous experience in international technical assistance projects or twinning projects;
· Very good command of English (oral and written); 

· Good computer skills,

· Minimum university degree;
Additional assets:

· Knowledge of local language,

Tasks:

· Overall coordination of the project,

· Leading the project activities.

3.5.2 Profile and tasks of the RTA
One Resident Twinning Adviser (RTA) over a period of 24 months as well as medium/short term experts will implement the objectives listed in this Standard Twinning Project Fiche. 

The RTA has the responsibility to guide the work of the team. The medium/short term experts will work in close cooperation with the RTA and the beneficiary administration staff in order to meet the specific objectives as set out in Standard Twining Project Fiche.

The RTA is expected to fill the following:

Profile of the RTA:

Qualifications:

· Minimum university degree;
General experience:
· Minimum 10 years of proven experience in the Customs administration;
· Be an administrator from public administration of an EU member's state with expertise in Customs Administration. He/she should have the status of civil/public servant,

· Sound comparative knowledge of relevant EU legislative and institutional, requirements related to the various components of this project, 

· Wide knowledge of related good practice/EU acquis, 

· Have excellent management, leadership, communication and coordination skills, 

· Proven abilities of manager in forming an appropriate team of short-term/medium term experts, 

· Experience in developing bylaws, instructions or guidelines,

· Experience in international twinning/technical assistance projects in the field of customs;

· Good training, public speaking and written communication skills, 

· Excellent computer literacy (Word, Excel, Power Point),

· Excellent command of spoken and written English.

Additional assets:

· Sound background in drafting and/or implementing strategies, policies or regulations, 

· Some relevant working experience in the new Member States and the Western Balkans,

· Sound knowledge on NCTS

· Good knowledge regarding the situation and the administrative structures from BiH would be a plus, 

· Knowledge of local language.

Tasks:
· Overall supervision of the project implementation and coordination of all activities, as well as management of the project administration;

· Advise on customs standards and practices in EU Member States;

· Coordination of the activities of the team members in line with the agreed work programmes to enable timely completion of project outputs;

· Preparation of the Terms of Reference for the Short/Medium Term Experts;
· Where appropriate participation in project's workshops;
· Preparation of project progress reports;

· Permanent contact with the BC Project Leader;
· Liaison with EU Delegation Programme Manager; 

· Liaison with other relevant projects.

The RTA is expected to ensure, together with the beneficiary administration, the achievement of the purposes listed in 2.1/2.2. In order to meet these purposes, and if fully justified, the RTA may propose alternative and/or complementary project activities and/or outputs to those identified in the section 3.4. 

3.5.3 Profile and tasks of the medium/short-term experts
Terms of Reference (ToR) for medium/short-term expert(s) will be elaborated by the RTA. The ToR for the medium/short term experts is to be agreed with EU Delegation Programme Manager and with the BC Project Leader.
There should be a pool of medium/short-term experts. Their "mix" should be identified by the project leader in the course of designing the delivery of the project workplan. The medium/short term expert(s) will work in close co-operation with the RTA and the Beneficiary in order to meet the specific objectives as set out in this Standard Twinning Project Fiche. 

The short or medium-term customs experts are expected to have:

· Professional legal/customs background related to the tasks for which they will be deployed such as: valuation, origin, post-clearance audit, laboratory, tariff, transit, intellectual property rights, simplified procedures, etc…
· At least 7 years of experience in a specialised national administration;

· Sound background in drafting and/or implementing strategies, policies or regulations;

· Sound knowledge of relevant EU legislative and institutional requirements related to the customs;

· Very good command of English (oral and written);

· Solid training skills and experience in organizing training courses;
· Excellent computer skills (Word, Excel);

· Minimum university degree or 8 years of experience in customs service in addition to 7 years of experience required above.
Additional assets:

· Sound communication skills and previous experience of working in multi-disciplinary and multi-national team;

· Some relevant working experience in the new Member States and the Balkans.

· Experience in drafting bylaws, guidance and guidelines,

· Knowledge of local language will be considered as a plus,
The short or medium-term tax experts are expected to have:
· Professional legal/tax background related to the tasks for which they will be deployed such as: financial services, construction, tax audit, special schemes, tax returns, etc…
· At least 7 years of experience in a specialised national administration; 
· Sound background in drafting and/or implementing strategies, policies or regulations;

· Experience in drafting legislation, instructions and guidelines,

· Sound knowledge of relevant EU tax legislation, 
· Very good command of English (oral and written);

· Solid training skills and experience in organizing training courses, 
· Excellent computer skills (Word, Excel);

· Minimum university degree.
Additional assets:
· Previous experience in international technical assistance projects or twinning projects,
· Some relevant working experience in the new Member States and the Balkans,
· Knowledge of local language will be considered as a plus,
The short or medium-term IT experts are expected to have:
· At least 5 years of experience in a specialised national administration;

· Sound knowledge of practices in the area of  tax and customs;
· Solid training skills and experience in organizing training courses. 

Additional assets:
· Previous experience in international technical assistance projects or twinning projects,

· Some relevant working experience in the new Member States and the Balkans,

· Knowledge of current customs and tax related IT systems in Member States,

· Knowledge of local language will be considered as a plus. 

4.
Institutional Framework
On December 29, 2003 the Parliament of Bosnia and Herzegovina adopted the Law on Indirect Taxation System and thus ensured the legal basis for establishing the Indirect Taxation Authority (ITA), the biggest state level institution with over 2200 employees all together. The Indirect Taxation Authority is an autonomous administrative organisation responsible for its activities, through its Governing Board, to the Council of Ministers of Bosnia and Herzegovina. 

It is responsible for enforcement of legal provisions and policy on indirect taxation, as well as for the collection and allocation of indirect taxes revenue (of all indirect taxes in Bosnia and Herzegovina: value added tax, customs duties, excise duties and road taxes) The ITA keeps the Single account, and all indirect tax based revenues are paid to this account, with the allocation and disbursement of indirect tax based revenues defined in the law on allocation and disbursement of the aforementioned revenues. The ITA has branch offices and sub-offices in the entire BiH territory.

Only 18 months after its official establishment, the Indirect Taxation Authority entered the final stage of preparations for the introduction of value added tax and commenced with the registration of VAT taxpayers. According to the data provided by entities’ tax administrations 20,000 VAT taxpayers were anticipated, however the Indirect Taxation Authority has currently registered and is maintaining a VAT taxpayer population of over 37,200. The Indirect Taxation Authority has set the following goals towards future EU integration:
·    To accelerate the flow of goods and people while simultaneously intensifying the controls, 

·    To enhance the level of security of citizens, to develop cooperation with other national and international institutions aimed at harmonizing the procedures and aligning the legislation with the EU standards, 

·    Better exchange of information between other institutions and the successful fight against illicit trafficking and all other types of customs or tax frauds. 
The ITA has a Governing Board established under articles 14 – 20 of the Law on Indirect Taxation System in Bosnia and Herzegovina (BiH) with the following responsibilities:
·     Determining policies on indirect taxation for application throughout Bosnia and Herzegovina;

·     Advising the Council of Ministers of Bosnia and Herzegovina, as well as the Governments of the Federation, Republika Srpska and the District, on policy and implementation regarding indirect taxes and the resulting implications for public finances, in order to facilitate the preparation of fiscally responsible budgets;   

·     Defining the strategic objectives of the Authority and appraising the performance of the Authority against such objectives;

·     Approving the budget proposal of the Authority pursuant to Article 13 of this Law; 

·     Approving the annual work plan and Book of Rules on Internal Organization prepared by the Director pursuant to Article 8, paragraph 7 of this Law;

·     Making decisions in disputed cases on distribution of revenues;

·     Any other tasks as provided for by law;
·     The Board is responsible for initiating the preparation of legislation and amendments on indirect taxation, including legislation on tax rates and structures, as it deems necessary for the purpose of implementing this Law.

·     The Board is responsible for issuing regulations for the implementation of the activities set forth in this Article.

·     The Board, on a proposal from the Director, adopts instructions specifying information or documents as official secrets in the operations of the Board and the Authority. In so doing, the Board shall pay due regard to applicable legislation of Bosnia and Herzegovina, as well as applicable legislation of the Federation, Republika Srpska and the District. 

·     The ITA is represented by the Director who is responsible for management of the ITA,

·     The Director appoints and dismisses operational managers of the ITA.
Operational line of responsibility extends throughout the headquarters and all the way to the branch office and sub-office and encompasses taxes, customs, law enforcement, business services and information technology. The organisational structure of the Indirect Taxation Authority (Head Quarters and Regional Centres) is presented down below as follows: 
ITA HQ STRUCTURE ORGANOGRAM


ITA RC STRUCTURE ORGANOGRAM

 SHAPE  \* MERGEFORMAT 



5. Budget
The total budget for this project is EUR 2,100,000.00. Total budget for this IPA financed twinning contract is EUR 2,000,000. The national co-financing contribution will be contracted by the beneficiary institution by means of a separate procedure. The costs to be covered from this contribution will be decided on during the work plan preparation phase.
6. Implementation Arrangements
6.1 Implementing Agency responsible for tendering, contracting and accounting:
      Delegation of the European Commission to BiH
Dijana Sikima,
Programme Manager, Operations Section I
European Commission Delegation to BiH

Skenderija 3a, 71000 Sarajevo, BiH

Tel: ++387 (33) 254700
Fax: ++387 (33) 666037

Email: Dijana.Sikima @ec.europa.eu
6.2 Main counterpart in the BC, including contact person and contact details. Also include RTA counterpart and the BC Project leader

Beneficiary Administration: Indirect Taxation Authority of Bosnia and Herzegovina (ITA)

Bana Lazarevića bb, 78000 Banja Luka

Phone: +387 51 335 100 & Fax: +387 51 335 105

Internet: http://www.uino.gov.ba/
Contact person and contact details: 
Ms. Jasna Pavić, Advisor
Phone: +387 51 335 353 

Fax: +387 51 335 318

Mob: +387 65 360 002

 E-mail: jasna.pavic@uino.gov.ba

RTA counterpart and the BC Project leader:
Ms. Jasna Pavić, Advisor
Phone: +387 51 335 353 

Fax: +387 51 335 318

Mob: +387 65 360 002

 E-mail: jasna.pavic@uino.gov.ba
The project progress will be supervised by a Steering Committee (SC) which will be chaired by ITA BiH. Members will be invited from other BiH institutions which are involved in the operation of the ITA BiH and a representative of the EU Delegation. It is expected that the SC will meet every 3 months during the project upon submission of draft quarterly progress reports.

The project team will submit the first quarterly report three months after the commencement date. It should include a detailed elaboration of the background, state of play of the field that the project relates to, methodology and working plan with open issues if any and including proposals for the deployment of the short-term experts as well as recommendations and critical issues (assumptions and risks). For each SC meeting a short progress report (quarterly reports according to the Twinning Manual) should be prepared, including information on the achieved progress, plan for the coming reporting period, lessons learned, key issues, obstacles, recommendations.

The final report will be submitted not later than one month after the project completion, and should give an overview of the tasks carried out, achieved results, the lessons learned and concrete recommendations for follow-up.

Each report shall consist of a narrative section and a financial section. 

6.3 Contracts

Maximum available budget for twinning contract is (VAT excluded): EUR 2,000,000.00
Required contributions of Beneficiary institution (including equipment, offices):

I. Office space: Sufficient office space shall be allocated by the Indirect Taxation Authority to the MS Twinning Partner for the RTA, the Project Assistant(s) and for the short-term experts on mission. Meeting space will be provided when necessary.

II. Logistical support: The project office at the ITA BiH will be furnished with necessary number of telephones and PC’s (with e-mail and internet access). There will be access to photocopying and fax machines. The ITA BiH shall also make available vehicle(s) for the purposes of the project. The operational costs will be covered from the IPA project budget.

7.
Implementation Schedule (indicative)
7.1 Launching of the call for proposals: 

Q2 2012
7.2 Start of project activities:


Q1 2013
7.3 Project completion:



Q1 2015
7.4 Duration of the implementation period: 
24 + 3 months

8.
Sustainability
Developments in previous sections will assist accomplishing the required standards for EU accession in customs and taxation field and will also improve compliance with International standards (standards of World Trade Organisation – WTO, World Customs Organisation – WCO, EU Customs Blueprints, Convention such as Kyoto Revised, Council Directive 2006/112/EC). These are critical steps in accession to the EU and evolvement into a status of a modern Authority responsible for indirect taxation which matches international standards. 

The planned improvements to the Head Quarters will have immediate effect in improving the administrative capacity of the ITA and this will gradually feed through at an operational level. Integrity will be improved within the Authority. The eventual outcome will be a proficient and effective Authority.

Promotion of trade leads to trade facilitation and increased prosperity and revenue yield.  Further inroads will be made to the fight against cross-border and organised crime and corruption.  The Project will bring nearer the goal of EU full membership and compliance with WTO/WCO and Directive 2006/112/EC methodologies.

Implementation of the Project in the Indirect Taxation Authority also is faced with insufficient administrative capacity of the beneficiary.  In order to provide sustainability the Project must provide transfer of skills from the experts employed to the management staff. 

Project must assure that the pre-defined methodology standards should be strictly followed as well as business modeling and testing methodologies.  This supposes that a comprehensive IT strategy is developed and maintained. 

9.
Crosscutting issues
Equal Opportunity

Equal opportunity principles and practices in ensuring equitable gender participation in the project will be guaranteed.

Environment 

The project will not have any negative environmental effects.

Minorities 

Participation in the project activities will be guaranteed on the basis of equal access regardless of racial or ethnic origin, religion or belief, disability, sex or sexual orientation.

10. Conditionality and sequencing
In order to assure smooth implementation of this IPA 2011 project, it is expected that the results are achieved in the Twinning project IPA 2008 “Support to further EU Acquis alignment of the Indirect Taxation Authority of BiH” which is currently being implemented. Particularly important for the project are the results on the part of customs procedures.
Annexes to project Fiche
1. Logical framework matrix in standard format 
2. List of relevant Laws and Regulations 

	LOGFRAME PLANNING MATRIX FOR PROJECT FICHE
	Programme Name and Number: : Further harmonisation to EU practices and acquis on customs and taxation

No 2011/023-436; EC/BiH/TWI/12/001 
	Twinning Assistance to the ITA

Ref. 2009/xxx-xxx

	
	Contracting Period expires in N+ 1

after the Financing Agreement is concluded
	Disbursement period expires:

N+ 3 years after the Financing Agreement is concluded

	
	
	Total budget : 

€ . 2,100,000.
	IPA Community contribution:

€ 2,000,000

	
	
	

	Overall objective
	Objectively verifiable indicators
	Source of verification

	The overall objective of the project is to support process of modernization of the Indirect Taxation Authority (ITA), in particular of the customs, tax and information technologies in line with EU practises and the acquis and to ensure facilitation of legitimate trade and protection of  society 
	· To meet the conditions set in the Acquis – full alignment of tax regulations, including operational 
· instructions, with the EU acquis and standards by 2013
	· EU country reports on completed monitoring and evaluation,

· Progress Reports delivered by the State Authority of Partner Country in Twinning Project  Evaluation reports,

· Steering Committee Reports 

· ITA Annual Report. 

	Project purpose
	Objectively verifiable indicators
	Sources of verification
	Assumptions

	The purpose of this project is further approximation of the indirect taxation legislation and procedures to the acquis, as well as strengthening the administrative and operational capacity of the ITA  in order to ensure enforcement of the indirect taxation legislation and to prepare for application for accession to the Convention on Common Transit Procedures, to improve the ITA’s organisation and management capacity, to strengthen Intellectual Property Rights Unit, supported by the modernised IT technologies.

	· Operational instructions aligned with the EU customs and tax regulations and practice, 

· Increase in confiscation of illegal or dangerous goods in combating organised crime by 3% ,

· Decrease in number of controls in regular customs procedure by 30%,

· Increase in number of approved exporters by 20%,

· Increase in number of users of simplified customs procedures by 30%,

· Improved efficiency in the field of prevention and detection of smuggling of goods, customs and other frauds, 

· Overall border security and cross-border cooperation improved,

· Timely Detection of VAT Fraud,

· Protection of revenue collected by ITA.
	· Reports on the analysis of the operational instructions alignment with the EU customs and tax regulations and practice,

· Progress reports, 

· ITA periodical and annual reports.


	·  Long-term commitment of the ITA to modernisation of the customs and tax system:

· Sustainable human and financial resources assigned to those reforms

· ITA commitment to ensuring proper and unique application of tax regulations and related provisions,

· National and international cooperation with other law enforcement agencies,

· Continuation of positive trends in economic development,

· ITA’s decision on faster pace of development of LE and Customs Sector that shall evolve into a Service that would ensure compliance with national legislation, international legislation and standards of international institutions (WCO, WTO, UN,),

· More efficient cooperation between the Tax and Law Enforcement Sector, particularly in the field of operational implementation of regulations.


	Results
	Objectively verifiable indicators
	Sources of verification
	Assumptions

	3.3.
	
	
	

	3.3.1. Further alignment of 

legislation, procedures and practices of indirect taxation with the Acquis

3.3.2. Transit procedures harmonized with the procedures in the EU
3.3.3.Improved system of 

post-clearance customs control in organizational and procedural terms

3.3.4. Harmonized regulations on performing the post-clearance customs control to the procedures in the EU and in accordance with it, improved organization and methodology of work.

3.3.5.Improved system of monitoring prohibitions and restrictions on imports and exports of goods

3.3.6. Improvement of methodology for upgrading the risk analysis
3.3.7. Development of the Law Enforcement Sector of the ITA, in line with the EU standards on law enforcement (customs and tax laws and regulations
3.3.8.Defined role of Internal Audit
3.3.9. Improving Management and Human Resource Management

3.3.10. The ITA IT systems provides the adequate support to newly introduces procedures
3.3.11. Tax software upgraded


	1.1.     Drafted regulations that define the rules and ways for performing the rest of the simplified procedures and regulations on safety standards in the simplified procedures, trainings completed.

1.2.
Drafted changes and amendments to achieve further alignment with EU Directives referring to VAT and excise legislation

1.3.
Prepared operational instructions in line with changes 
2.1. Regulations for transit procedure harmonized with the procedure in the EU in order to prepare applications for joining the Common Transit Convention (CTC)
2.2. The CTC convention, NCTS instructions and transit manual prepared and translated
3.1. Harmonized regulations on performing the post-clearance customs control to the procedures in the EU and in accordance with it, improved organization and methodology of work.
3.2 Post clearance control strategy prepared

4.1. Developed and implemented Action Plan for work of the IPR Unit

4.2. Database of IPR Right Holder established

4.3. Trained ITA officers in the field of IPR enforcement
4.4. Elaboration and implementation of public awareness campaigns
5.1. At least 20 ITA officers trained annually in the field of classification of goods and integrated tariff 

6.1. Gaps and needs analysis and SWOT analysis of the customs existing risk management system with specific recommendations for improvements conducted
6.2. Manual for enhanced methodology for risk analysis including the activities of the Law Enforcement Sector prepared in BiH languages

7.1 Development of the Sector into an efficient organizational unit capable of collecting and exchanging intelligence in order to prevent, detect, support by documentary evidence and process all types of customs and tax frauds.

7.2. Effective involvement of resources, information and activities of the Sector in the revenue and society protection,

7.3. Strengthening cooperation and joint activities with other relevant bodies regarding law enforcement  in and out of Bosnia and Herzegovina

8.1. Increased effectiveness of the Department of Internal Audit by 20 %

8.2. Manual of Internal Audit

9.1.Enhanced Management and implemented Human Resources Management System and strategies

10.1. Exchange of information with customs administrations of other countries increased by 30%;

11.1. Changes in taxation subsystems in line with the changes in certain laws 

11.2. Fully automated data exchange makes customs and tax transactions possible by using the network infrastructure

	· EU country reports and IMF reports

· World Bank report Doing Business 

· Cross-border trade 

· Reports on the alignment of the customs regulations with the EU regulations before and after the project completion
Progress Reports delivered by the State Authority of Partner Country in Twinning Project  Evaluation reports
· Progress reports 

· ITA periodical and annual reports


	· Full commitment of the involved parties

· ITA has the staff for the project implementation

· Cooperation between Customs and LE Sector enhanced
· Full commitment of the involved parties

· ITA has the staff for the project implementation



	Activities
	Means
	Costs
	Assumptions

	3.4.
	
	
	· Full commitment of the involved parties

· ITA has the staff for the project implementation



	3.4.1. . Further alignment of legislation, procedures and practices of indirect taxation with the Acquis (result 3.3.1.)
• Draft Operational Guidelines for issuing permits and the manner of implementation of Simplified Procedures,

• Prepare Operational Guidelines for the implementation of security standards and procedure of issuing AEO (Authorized Economic Entity) license 

• Customizing the implementation of the previous control in the process of issuing permits for simplified procedures and AEO 

• Creating a central database of procedures for approval for simplified procedures and AEO

•Train officers on the application of simplified procedures and AEO

• Improve cooperation with economic entities and raising awareness on safety and security and status of AEO

• Analyse of the current state of legislation concerning Customs, VAT and Excise

•Develop primary and secondary legislation and practical training in the field of Customs, VAT and Excise

• Perform workshops in order to present court practice and decisions and EU court practice in the field of VAT, excise duties, origin, tariff, value, and prohibition

•Conduct comparative analysis of the BiH situation and verdicts of the European Court

3.4.2. Transit procedures harmonized with the procedures in the EU (result 3.3.2.)

• Draft regulations and methodology on procedure harmonized with the transit procedure of the EU and which are necessary for joining the CTC
· Translation of the convention, translation of NCTS instructions and transit manual
3.4.3. Improved system of post-clearance customs control in 

organizational and procedural terms (result.3.3.3.)

• Harmonize regulations on carrying out the post-clearance customs control and in accordance with mentioned, improved organization of post-clearance controls and working methodologies
· Creating a post clearance control strategy
• Improve the methodology of prior control in the procedure of issuing licenses for Simplified Procedures and AEO

• Train officers on performance of post-clearance and previous control

3.4.4. Improving the work of the Intellectual Property Rights Unit (IPR) (result no. 3.3.4)
• Raise awareness of the ITA employees on the importance of the IPR 

• Establish tools for IPR Management

• Create data base of IPR Right Holders related to the customs procedures

• Train customs officers on IPR (including training for trainers scheme)

· Rising of public awareness for better understanding of the legal aspects of Intellectual Property Rights and the benefits of protection of the industrial property rights and promoting cooperation with stakeholders

3.4.5. Improved system of monitoring of prohibitions and restrictions on imports and exports of goods  (result 3.3.5.)
• Train customs officers regarding integrated tariff and classification of goods

3.4.6. Improvement of methodology for upgrading the risk analysis (result  3.3.6.)
• Conducting Gap and Needs analyses and SWOT analysis of existing customs risk management system resulting in recommendations for improvements
· Improve the methodology for managing risk analysis
• Collect and process information and inclusion of other organizational units in the risk analysis

• Create risk profiles 

• Train officers about creation and use of risk profiles 
3.4.7. Development of the Law Enforcement Sector of the ITA, in line with the EU standards on law enforcement (customs and tax laws and regulations) (result 3.3.7.)

• .Amend laws and bylaws in order to develop a service capable of producing, colecting and exchanging the intelligence in order to prevent, detect, support by documentary evidence and process all types of customs and tax frauds, in accordance with the EU member-states’ standards related to law enforcement (customs and tax)

• Improve knowledge through vocational-specialist training programs of the staff, interdisciplinary education in the country and study visits abroad
• Identify effective modes of cooperation and joint activities with the bodies and agencies responsible for law enforcement both in Bosnia and Herzegovina and at international level with which the Memoranda of Understanding have already been or will be signed, and joining relevant international organizations,

3.4.8. Defined role of Internal Audit (result 3.3.8)
• Define the methodology and organizational standards in internal audit

• Prepare Internal Audit Manual with the application of international standards on the internal audit

• Apply practices and experiences of members states countries with similarly organised Administration (customs and taxation combined), study visit

3.4.9. Improving Management and Human Resource

Management (result  3.3.9.)
• Develop a strategy for Human Resources Management aligned with the Administration Business Strategy 

• Develop a Human Resources Management System that will define functions, roles and responsibilities in the Administration

• Develop a Human Resources Management System that will allow the ITA to make their own decisions about hiring stuff, promotion issues, career advancement, training, disciplinary measures and dismissals of employees in accordance with legislation and systems for controlling the work performance of all employees

3.4.10. The ITA IT systems provides the adequate support to newly introduces procedures  (result 3.4.10.)
• Provide adequate communication infrastructure using a security policy defined by the ITA IT Sector allowing secure transfer of information within the ITA, as well as to external customers-including the purchasing of an adequate routers, switches, firewalls and software for communication control.

3.4.11. Tax software upgraded (result 3.3.11)

• Establish Tax Software that will allow implementation of all legislative changes concerning VAT and Excise, possibility of changes in VAT returns, strengthening system of risk analysis and upgrade of the existing modules. 
	· 
	· 
	· 


Preconditions: The government will continue to demonstrate commitments to adopt and implement the EU acquis and standards in the field of Customs, Tax and IT.

- The beneficiary fully committed to implement project which specifically means it appoints adequate qualified staff (including translators) to participate in the project implementation (including all training sessions) as well as allocates appropriate working space and facilities. 

- The Government/beneficiary complies with co-financing requirement for implementation of IPA programme.

ANNEX II. 
Reference to laws, regulations and strategic documents

-Laws-

· Law on Indirect Taxation System in Bosnia and Herzegovina (“Official Gazette of BiH”, No 44/03 & 52/04), 

· Law on Payments into the Single Account and Distribution of Revenues (“Official Gazette of BiH”, No 55/04),

· Law on Indirect Taxation Authority (“Official Gazette of BiH”, No 89/05), 

· Law on Indirect Taxation Procedure (“Official Gazette of BiH”, No 89/05), 

· Law on Enforced Collection (“Official Gazette of BiH”, No 89/05),

· Law on Custom Policy (“Official Gazette of BiH”, No 57/04),
· Law on Changes and Amendments to the Law on Custom Policy (“Official Gazette of BiH”, No 51/06),
· Law on Customs Offences (“Official Gazette of BiH”, No 88/05),

· Law on Customs Tariff of B&H (“Official Gazette of BiH”, No 58/04 & 11/05),

· Law on Value Added Tax (“Official Gazette of BiH”, No 09/05),
· Law on Changes and Amendments to the Law on Value Added Tax (“Official Gazette of BiH”, No 35/05),
· Law on Amendments to the Law on Value Added Tax (“Official Gazette of BiH”, No 100/08),
· Law on Excise Duties (“Official Gazette of BiH”, No 49/09),
· Law on IIPR (“Official Gazette of BiH”, No 03/02).
-Regulations-

· Book of Rules on the Implementation of the Law on Value Added Tax ("The Official Gazette of B&H", no. 93/05), 

· Book of Rules on Amendments to the Book of Rules on the Implementation of the Law on Value Added Tax ("The Official Gazette of B&H", no. 21/06), 

· Book of Rules on Amendments to the Book of Rules on the Implementation of the Law on Value Added Tax ("The Official Gazette of B&H", no. 60/06), 

· Book of Rules on Amendments to the Book of Rules on the Implementation of the Law on Value Added Tax ("The Official Gazette of B&H", no. 06/07), 

· Book of Rules on Supplements to the Book of Rules on the Implementation of the Law on Value Added Tax ("The Official Gazette of B&H", no. 100/07), 

· Book of Rules on Supplements to the Book of Rules on the Implementation of the Law on Value Added Tax ("The Official Gazette of B&H", no. 35/08),

·  Book of Rules on Registration and Entry into Single Taxpayers’ Registry ("The Official Gazette of B&H", no. 28/07),

· Book of Rules on Indirect Taxes Control ("The Official Gazette of B&H", no. 78/07),

· Decision on Implementing Regulations to the BiH Customs Policy Law ("The Official Gazette of B&H", no. 63a/04),

· Decision on Changes and Amendments to the Decision on Implementing Regulations to the BiH Customs Policy Law ("The Official Gazette of B&H", no. 60/06),

· Book of Rules on Powers and Authorised Officials of the ITA ("The Official Gazette of B&H", no. 98/06),

· Criminal Code of BiH ("The Official Gazette of B&H", no. 03/03),

· Criminal Procedure Code of BiH ("The Official Gazette of B&H", no. 03/03).
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