STANDARD TWINNING PROJECT FICHE

1.
Basic Information

1.1
Programme: IPA 2008 Centralised National Programme 
1.2
Twinning Number: SR 08 IB FI 02
1.3
Title: Harmonization of the Serbian Customs Enforcement Division with the standards, organization and operational methodology of the EU enforcement agencies- Component 4- Twinning on Tax and Revenue Collection Systems 
1.4
Sector: Ministry of Finance/ Customs Administration
1.5
Beneficiary country: Republic of Serbia 
1.6 
Overall budget of IPA funds: 1.4 Million Euros 

2.
Objectives

2.1
Overall Objective: 
The overall objective of the project is to increase the ability to assume obligations of EU membership including adherence to the aims of political, economic and monetary union by establishing efficient tax and customs system aligned with the EU requirements

2.2
Project purpose:

The project aims to support and build up the administrative and operational capacity of the Customs and Tax Administration of Serbia to improve the performance efficiency and effectiveness in the field of tax system in accordance with EU best practice, with special emphasis on reducing the incidence of tax evasion and fraud in the context of international trade 

2.3
Contribution to National Development Plan/Cooperation agreement/Association Agreement/Action Plan

The Project is in line with the priorities of European and national strategic documents. 

This project addresses several key objectives as highlighted in the European Partnership for 2008 (Official Journal of the European Union 19.3.2008), specifically those intended to the European standards, Internal market, Customs and taxation (page 8). Within the short-term priorities it is determined to complete the alignment of customs legislation necessary for proper implementation of the SAA, strengthen the capacity of the customs administration to fight corruption, cross-border crime and fiscal evasion and strengthen enforcement capacity, especially in the areas of risk analysis and post-clearance control. Medium-term priorities defined for Customs and taxation are the following: implement tax legislation, in particular on revenue collection and control in order to reduce tax fraud and increase enforcement capacity; ensure continued approximation of customs and taxation as well as other fiscal legislation to the acquis, and continue to strengthen the administrative capacity to implement this legislation and to fight corruption, cross-border crime and fiscal evasion; improve transparency and the exchange of information with EU Member States in order to facilitate enforcement of measures preventing avoidance or evasion of taxes.
Short-term priority within Justice, freedom and security, Visa, border control, asylum and migration (page 11) highlights the importance to implement the integrated border management (IBM) strategy and strengthen cooperation between the IBM agencies. Medium-term priority is to continue to strengthen the capacity of the border police and the customs services, improve facilities at border posts and enhance cooperation with neighboring countries in the fight against human trafficking. 

Short-term priority within Justice, freedom and security, Fight against organized crime and terrorism (page 11) defines the need to improve cooperation and the exchange of information between all branches of the security services and with other states and prevent financing and preparation of acts of terrorism.

In the Section- European standards- Internal Market of Serbia 2009 Progress Report (page 33-34).  Customs and taxation it is stated that Serbia has made good progress in the area of customs and that the administrative capacity of the Serbian Tax Administration has improved as a result of training and education. Simplified procedures for imports and exports, based on accounting documents, have been introduced. However, further alignment with the EU Customs Code is still required, in particular with regard to transit and risk analysis. The tax legislation remains partly aligned with the acquis and certain provisions, most notably on excise duties and VAT require further alignment. Serbia needs to take follow-up action to ensure that its tax legislation complies with the Code of Conduct for business taxation. Overall, Serbia is already well on the way to meeting the SAA requirements and remains committed to reforms in the area of customs and taxation. However, Serbia’s customs and IT infrastructure and procedures, risk-analysis system, post-clearance controls and human capital in this area need to be further strengthened together with further reform of fiscal system and the restructuring of tax administration with a view to ensuring effectiveness of tax collection and the fight against fiscal fraud in order to deal with the problem of informal economy, which hasn’t been tackled yet. 

Article 99 of the Stabilisation and Association Agreement relates to Customs emphasizing 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 systems of Serbia to that of the Community, thereby helping to pave the way for the liberalisation measures planned under this Agreement and for the gradual approximation of the Serbian customs legislation to the acquis. Cooperation shall take due account of priority areas related to the Community acquis in the field of customs. There is an obvious direct link between the effective implementation between SAA and SCA in Article 3, Article 9 and Article 18. 

Article 100 of the SAA refers to Taxation emphasizing that the Parties shall establish cooperation in the field of taxation including measures aiming at the further reform of Serbia's fiscal system and the restructuring of tax administration with a view to ensuring effectiveness of tax collection and the fight against fiscal fraud. Cooperation shall take due account of priority areas related to the Community acquis in the field of taxation and in the fight against harmful tax competition. Elimination of harmful tax competition should be carried out on the basis of the principles of the Code of Conduct for business taxation agreed by the Council on 1 December 1997. Cooperation shall also be geared to enhancing transparency and fighting corruption, and to include exchange of information with the Member States in an effort to facilitate the enforcement of measures preventing tax fraud, evasion and avoidance (page CE/SE/en 97). 
Amended National programme for integration of the Republic of Serbia into the European Union, abridged version, December 2009 underlines the need for modernization of customs administration, strengthening and improvement of institutional capacities, further harmonisation of regulations in the area of customs with the EU regulations and WTO rules, further liberalization of trade in agricultural and food products in the CEFTA zone. Customs policy measures will provide optimal protection of domestic production with the aim to further increase competitiveness, while customs alleviations will attract foreign nvestments, which is in accordance with the country’s policy of development. It is said that in the forthcoming period fiscal reforms will continue, covering the improvement of fiscal system and strengthening of customs administration. (Justice, freedom and security, 3.24.8. Customs cooperation page 230-232; 3.29 Customs Union, page 259-263)

In section 3.16. - Taxation, 3.16.6. – Administrative capacities it is outlined that one of the mid-term priorities of Tax Administration is to finalize the projects initiated in 2007 and 2008 in line with the European Partnership document, as well as finalisation of the development of the system for detection and processing of tax evasions according to best practice principles and within the framework of “twinning” project (page 481).
The Multi-annual Indicative Planning Document for the Republic of Serbia 2009-2011 (MIPD) lists the following as possible areas of intervention in the field of Political Criteria (2.3.1.1, page 18, 20, 26, 28, 30): improving the performance of Serbia’s public administration at all levels to foster democratic governance and public service to all people in Serbia and improving budget and fiscal management, enhancing control and collection capacity of the tax and customs administration, contribute to consolidating revenue collection for Serbia’s consolidated budget. The objective is to support the development and implementation of other strategies and policies in order to establish sectoral policies and a regulatory framework compatible with European standards e.g., electronic communications, customs and taxation. Objectives are also to support further alignment with European standards in the area of justice, freedom and security, as regards visas, border management, data protection, regional cooperation in the field of law enforcement and fight against organized crime and terrorism, fight against drugs, human trafficking and money laundering.

As stated in MIPD, it is necessary to support areas of key importance for European integration, such as customs and taxation.
3.
Description

3.1
Background and justification:

This project is the fourth component of IPA 2008- Harmonization of the Serbian Customs Enforcement Division with the standards, organization and operational methodology of EU enforcement agencies, worth 8,900,000 EUR, which will contribute to enabling the Republic of Serbia to establish open, but secure borders through efficient border control and management systems, based on EU best experience and practices. The project aims to support and build up the capacity of the Serbian Customs Administration by capacity and institution building as well as by the installation of X-ray systems and other necessary equipment, in order to improve the efficiency and effectiveness of border control systems such as the means of preventing and combating international terrorism, smuggling, counterfeiting, and other customs offences, while also ensuring a higher level of environmental safety in Serbia. This project is composed of 4 components: Component 1: Equipment Supply, Component 2: Trainings for the Enforcement Division by UNODC, Component 3: Twinning project for the RARM and PCA, Component 4: Twinning project for the Tax and Revenue Collection Systems.
Customs and Tax Administrations are state governmental institutions functioning under supervision of the Minister of Finance and they ensure recording of taxpayers, assessment, audit and collection of state taxes, fees and other state mandatory payments within the territory of the Republic of Serbia and on the customs border, as well as implement state customs and tax policy and carry out customs and tax matters.

In the 21st century characterized by trade acceleration, the elimination of controls within Community customs territory following the creation of the single market and the growing threatening of international organized crime, caused the customs and tax administrations to review their priorities in order to protect revenue interests through more specifically targeted tax controls and society protection in terms of security by focusing more on joint non-fiscal controls with other competent authorities, also within the fight against terrorism and organized crime. Governments require state agencies, including the customs and tax, to be service-oriented and meet expectations of societies and businesses. Serbian Customs Administration (hereinafter: SCA) and its project partner, Serbian Tax Administration (hereinafter: STA) need to ensure performance of its tasks while paying close attention to the expectations of stakeholders.
According to the Customs Code (Official Gazette of the Republic of Serbia No. 18/10, Article 252), SCA is an administrative body within the Ministry of Finance,  which is responsible for: 

· Performing the customs supervision and control of the customs goods determined by this Code and other regulations; 

· Conducting of the customs procedures; 

· Calculating, collecting and enforced collecting of import duties and other charges, excise and turnover taxes, and other charges applicable to imported goods or, where provided for by special regulations, those applicable to exported goods; 

· Conducting preventive and post-clearance control;

· Issuing of general information on the application of the customs regulations, binding tariff information and binging origin information, as well as the information on other laws enforced within the powers of the customs authority; 

· Conducting procedure prescribed by the Code for the purpose of detecting customs offences, economic offences and crimes; 

· Conducting the administrative procedure in the first and second instances; 

· Conducting the offence procedure in the first instance for offences prescribed by this Code and other regulation; 

· Conducting the currency control in the international passenger traffic and frontier traffic with foreign countries; 

· Conducting the control of importation, exportation and transit of goods subject to safety measures, measures to protect life and health of humans, animals and plants, the environment, the national heritage, property of historical, artistic or archaeological value and intellectual or industrial property rights, etc.; 
· Keeping records within the scope of its work; 

· Processing and monitoring of statistic data on imports and exports; 

· Other activities in accordance with the law and other regulations. 

STA is a body within the Ministry of Finance in charge of assessment, audit and collection of public revenues, and its competence is defined by the Law on Tax Procedure and Tax Administration (Official Gazette of RS 80/2002 … 20/09). According to the Law (Article 160), STA: 
· Performs registration of taxpayers by assigning TIN and keeps unique taxpayers’ registry;
· Performs tax assessment in accordance with the law; 
· Performs tax audit in accordance with the law; 
· Performs regular and enforced collection of taxes and secondary tax duties; 
· Identifies tax crimes offences and perpetrators thereof and takes relative measures provided for by law;
· Initiates and proceeds first and second instance offence procedure and pronounces sentences and protective measures for tax offences;
· Conducts second instance offence procedure;
· Decides on claims filed against decisions effected in tax procedure;
· Takes care of implementation of international agreements on double taxation evasion; 
· Develops unique tax information system;
· Keeps tax books;
· Plans and implements training of employees;
· Provides professional assistance to taxpayers in implementation of tax regulations in accordance with the code of conduct of personal employed in the tax administration;
· Provides transparency in work;
· Performs other activities in accordance with the law.
All systematic laws being implemented by SCA and STA that were passed after 2004 by national government, have been harmonized with EU legislation to a large extent (Customs Code, Law on Customs Tariff, Law on Foreign Trade Activities, Law on VAT, Excise Tax Law, Law on Foreign Currency Operations, Law on Foreign Trade in Arms, Military Equipment and Dual Use Products.)

New Customs Code aligned with EU legislation and World Trade Organization (WTO) rules provides legislative basis for speeding up the customs procedure and cutting foreign trade-related costs. The Code simplifies procedures for customs transit, warehousing, temporary import, and export. The Code has been prepared in order to improve the existing procedures and secure higher level of compliance with the EU legislation. Paragraph 1 of Article 17 underlines that the customs authority shall collect import and export duties as well as other charges taxes and fees in accordance with the rules governing the collection thereof. Where the manner of administering the procedure by the customs authority related to collection and provision of security for the payment of duties, taxes and fees is not prescribed by rules referred to in paragraph 1 of this Article, customs regulations shall apply. 

Regarding indirect taxation in the Republic of Serbia there are two types: value added tax and excise duty. Value Added Tax (VAT) was introduced in Serbia on 1 January 2005. The Republic of Serbia’s VAT legislation is largely based on the EC VAT Directive 2006/112/EEC of 28 November 2006 on the common system of value added tax which was adopted to replace the EC 6th Directive and became valid on 1st January 2007 where, in accordance to destination principle, VAT is applied to goods made in Serbia and imports into Serbia.  Exports are zero-rated. The tax rates prescribed by the VAT Law are as follows:

· 18% standard rate which is applicable to most taxable goods 

· 8% lower rate which is applicable for certain goods such as basic food products, medicines and medical aids, daily newspapers, books, computers, communal services, real estate, etc.  

Any person undertaking the supply of taxable goods by importing them from abroad or is rendering services in the course of regular business activities is considered as a taxable person liable to account for and pay the required VAT.  Upon importation of goods on the Serbian territory, the customs authorities are responsible for calculating and collecting the VAT. The rate of VAT applicable to an import will be the rate that applies to a domestic supply. Taxable base for VAT charge payable on import is assessed on the total amount received or to be received for the supply of goods, including taxes, excise duty, customs duty, and any other import charges and incidental expenses. The VAT law also stipulates for specific rules for goods benefiting from special customs regime. 

Having in mind that VAT is the basis of financing of the EU and a precondition for the EU membership, some further harmonization of Republic of Serbia’s VAT legislation with EU regulations still remains the country’s priority.

Serbian Excise Tax Law (enacted in 2001, amended in 2002, 2003, 2004, 2005, 2007 and 2009) governs the excise taxation in the Republic of Serbia and is largely based on Council Directive 2008/118/EC of 16 December 2008 concerning the general arrangements for excise duty and repealing Directive 92/12/EEC. However, it has been noted that additional initiatives will be needed to further align Serbian excise legislation to the acquis. 

Excise duties are levied on the following products (hereinafter: the excisable products): oil derivatives; Tobacco products; Alcoholic beverages; Coffee (green, roast, ground and coffee extract). The excise tax liability arises when the excisable products are:  1) produced in the Republic of Serbia, 2) imported in the Republic of Serbia.

Pursuant to the Excise Tax Law, the imported excisable products are the excisable products imported in conformity with customs and foreign trade regulations. Serbian Customs authorities are in charge of calculating and collecting excise duties payable on import of excisable goods. The duty to charge the excise tax when importing the products runs from the date of commencement of the duty to pay customs duty and other import charges. When the products are imported, the excise tax base represents the value of such products established in accordance with customs regulations plus customs duty and other import charges. The excise tax base shall be a unit of measure (litre, kilogram, piece, package, hectolitre degree, etc.). Excise duty rates are set in fixed RSD amounts per unit or as the percentage of a specified tax base, or, in case of cigarettes, as a specific excise tax determined per package plus a proportional excise tax determined in percentage of retail selling price of cigarettes. The amounts of excises are adjusted on a quarterly basis in line with the evolution of the retail price index. Excise duties exemptions apply to export of excise goods by their producer, diplomatic and consular missions, products dispatched to duty-free shops, goods imported on the basis of international agreements (oil derivatives), etc. 

In the course of production of cigarettes and alcoholic beverages other than beer and before putting these products on the market, the excise taxpayers concerned are obliged to mark each product separately with an excise tax control stamp. The Government of the Republic of Serbia determines the appearance of the excise tax control stamps, modality of issuing such stamps, modality of keeping a record of issued excise tax control stamps and modality of marking the excisable products.

With regard to tax evasion and fraud, current state of affairs shows that the budget of the Republic of Serbia has been damaged by tax evasions detected for the last six years for 83,5 billion dinars, which is more than 850 million Euros. The tax police have brought 9.271 criminal charges against 11.850 entities since October 2003. However, only 206 entities have been sentenced to prison, where the longest prison sentence has been the six-year sentence for the tax evasion of 50 million dinars.

For the last six years, the majority of tax evasion criminal charges have been filed with regards to withholding taxes (52%) and VAT taxes (27%). Since January 2005, when VAT was first introduced, Serbia has faced specific forms of tax evasions through more complex and well-thought criminal offences and through significantly higher extent of the organization of the criminal offenders themselves. Since 2005, according to the charges brought against those offenders, the VAT evasion of 22,9 billion of dinars was made. The Value Added Tax has been recognized as the weakest point of the Serbian tax system, thus causing a widespread tax malpractice, both as a result of VAT evasion and an arbitrary VAT return, which makes a direct damage for the state itself. The so-called "phantom" companies have played the most considerable role in VAT evasions. In the course of fighting against illegal transactions performed by these companies and tracking their business operations, 1.629 of those companies were directly or indirectly detected as being located in Serbia.

The Tax Police Unit against organized financial crime will be formed soon so as to strengthen the capacities of the Tax Administration. This Unit will be an integral part of a multi-disciplinary investigating team whose goal is to establish the system which will ensure uniform application of tax regulations for all citizens. 
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A typical tax fraud can be reflected through one’s business: one company buys the goods on the black market, and the other, the so-called money-laundering company, issues fictive invoices for these goods. The first company pays for these allegedly delivered goods to this second company, and afterwards takes this money back. Those fictive documents are also made by phantom companies, to whose accounts the VAT is being transferred, thus enabling the money-laundering company to decrease its tax liabilities for the amounts concerned. The phantom companies can be set up for a day and just for 500 Euros, they cannot be found on their registered addresses, their founders and owners usually turn out to be already deceased. Finally due to the aforementioned, the budget faces multi-million dinar losses. It is therefore an imperative to strengthen inter-institutional cooperation among SCA, STA and other relevant government agencies in the area of exchange of information on tax fraud in international context. 
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Continuous investments in all areas of the customs operations towards harmonization and acceptance of the EU best practice and standards resulted in SCA’s conducting Gap Analysis of the EU Customs Blueprints - the roadmap for all efficient and effective customs. 

The EU Fiscal Blueprints, Gap Analysis and technical needs analysis provided the roadmap for future activities in reform in order to meet the EU requirements in tax administration. The analysis has shown major gaps in the field of voluntary compliance, human resource management, tax fraud and avoidance and revenue collection and enforcement. Based on Serbia 2009 Progress Report, administrative capacity of the STA has improved, but still, there is a significant problem of informal economy. Also, there is absence of strategic and business planning capabilities with no clearly defined modernization strategy and plan and lack of IT support throughout all operations (the International Monetary Fund report). 

The role of tax administration is especially important today. The global economic crisis has had a dramatic effect on tax revenues at national, state and local levels. In that sense, the extent of success of the Tax Administration should be reflected through a higher revenue growth. It is by proper tax collection that governments are being enabled to provide all public services and to implement welfare programs. 
One of the dominant directions in the course of tax reforms in Serbia is coping with modern, advanced tax systems of EU Member States as well as of other OECD countries. In paralell with assuming of good practices and with integrating/enforcing requirements of the EU acquis, domestic macro and micro-economic caracteristics influenced the present state of play in human and technical potentials of the tax system in Serbia.  Establishment of the efficient Customs and Tax Administration that could also be competitive in the EU environment requires further modernization and strengthening of institutional capacities of SCA and STA, including other stakeholders in the tax system. 

The proposed methodology for implementing the intended reform is as follows: the present project aims to improve the knowledge and practical skills of customs and tax officers on the common system of value added tax proceedings and general arrangements for excise duty (EC VAT Directive 2006/112/EEC and Council Directive 2008/118/EC) by reviewing and analyzing good practices and developing operational rules for application of EC Directives regulating the areas of indirect taxation (VAT and excises). The emphases are on the improvement of business processes, upgrading of technical infrastructure, capacity enhancement through effective knowledge transfer thus empowering employees to efficiently absorb and adapt the knowledge gained to the local context, providing continuous learning opportunities for employees by means of thorough methodological approaches, such as through trainings, seminars, courses delivered by highly-qualified short-term experts, preparation of manuals, guidelines and respective documents, as well as improvement of the services that are being provided for the taxpayers and citizens for the purpose of harmonizing the existing VAT and excise policies with the advanced EU taxation system. Administrative capacity building and further modernization remain common priorities of SCA and STA.

Taking into account that customs and taxation are specific areas which require sound knowledge of all customs and tax procedures, it is necessary that expertise and tailored assistance are provided by the public sector and involvement of civil servants of MS. This project is a close partnership in which specific commitment of SCA and STA and driving force are vital since it is not one-way technical assistance which only provides advices. All project partners commit themselves to work towards agreed mandatory results in a joint implementation process. This project is envisaged to be implemented through twinning agreement and not as technical assistance, because it is conceived as an instrument for strengthening the administrative capacities of SCA and STA to implement the Community legislation in the above mentioned areas. 
All conditionalities posed in project proposal in the framework of IPA 2008 have been met in order to ensure successful project implementation as follows: 
- Good cooperation with other governmental agencies: Ministry of Finance- Fiscal Sector and Tax Administration,
- Support of ongoing activities that are to ensure full implementation of IBM Strategy; and
-Good cooperation with other customs administrations and international organizations such as the World Customs Organization (WCO), the Southeast European Cooperative Initiative Center (SECI) and the Regional Intelligence Liaison Office (RILO) in combating all cross-border crime activities.
3.2
Linked activities 

So far received international assistance through various programs has shown that the customs and tax administrations have a key role in monitoring of international movement of goods, at the same time providing security of trade supply chain, public revenue control and collection. Having in mind that modern customs and tax administrations’ activities should not hamper a country’s economic developments and the influx of foreign investments, but effectively contribute to economic prosperity, it is crucial that there is a good cooperation between customs and tax administrations.
In the previous period SCA and STA benefited from the EU-funded and bilateral programmes that supported development of modern customs and tax procedures, building the capacities of SCA and STA. However, SCA and STA have had little joint experience as regards the provision of capacity building in the area of VAT and excise collection and control enforcement in accordance with EU best practices. Therefore, any potential overlaps with projects previously/ currently being implemented have thus been avoided and no financial resources for improvement of indirect taxation system have been sought from other donors. 

Reference list of previously received assistance is provided in Annex VI.  

3.3. Results:

Unlike most EU MS’s tax and customs administrations forming one institution within these countries’ finance sector, SCA and STA function as separate bodies within the Ministry of Finance of the Republic of Serbia. There is, however, a strong will and readiness to create conditions for establishing a more productive and intensified cooperation between the administrations concerned (SCA, STA) so as to jointly increase revenue collection at different stages of circulation of goods and services.
This twinning will result in the increased cooperation between SCA and STA in European context despite the existing institutional differentiation. Transparency and the exchange of information between SCA and STA will be improved in order to facilitate the enforcement of measures preventing the avoidance or evasion of duties and taxes, and to combat commercial frauds. 

Mandatory results and activities will be commonly elaborated and defined more precisely by SCA, STA and MS partner during the preparation of detailed Twinning Work Plan. Project partners will draft Work Plan jointly and will take part in strategic decisions regarding project implementation. By regular project monitoring and continuous close cooperation of SCA, STA and MS administration, the activities of the project will be fine-tuned to address the actual needs and to ensure the achievement of the results as foreseen in the project fiche.  
1. Enhanced cooperation among SCA, STA, public administration and bussines sector in the field of tax policy

Indicators:

· Information exchange network improved between SCA and STA
· Contact points  for interagency cooperation are appointed and have regular cooperation

· Contact points for internal exchange of information are appointed

· Internal and external data exchange procedures prepared

· Memorandum of Understanding signed with trade organizations
· Contact points for business sector appointed within SCA and STA
2. Alignment of tax and customs legislation regarding indirect taxation, based on the results of gap analysis

Indicators:

· Gap analysis of harmonization of VAT and Excise Tax collection system with EU best practice prepared and adopted 

· New/amended bylaws prepared regarding VAT and Excise Tax
3. Developed effective policies of SCA and STA to combat tax evasion and fraud, including evasion and fraud at international level

Indicators:
· Existence of Manuals and descriptions of all procedures and processes in use

· Number of successful fraud investigations increased by 10%

· Assessments following control or audit showing higher amounts of tax due

· Tax evasion and fraud cases brought to Court increased by 10%
4. Improved competences of customs and tax officers in order to successfully enforce legislation and detect and prevent potential  tax fraud
Indicators:

· New training modules prepared

· Manuals for trainers adopted

· ToT conducted for 10 staff

· Approximately 10% of staff are trained

· Gained knowledge and experience from study visits and internships transferred through the presentations and training 

· Seminars and workshops conducted

3.4
Activities:

The sharing and transfer of knowledge of the MS to the BC on methods for improving coordination and cooperation between SCA and STA will be founded on delivering the best applied and proven expertise available so that SCA and STA increase their capacities and strengthen their mutual cooperation with special emphasis on establishing a common approach to the issue of VAT and excise collection. It is expected from MS partner that the twinning project is implemented by a coordinated team with in-depth knowledge and experience in relevant fields (customs and taxation). The experts should be eager to share practical experience and EU best practices resulting from integrated customs and tax administrations’ approach to issues of VAT and excise in order to achieve envisaged project results through activities proposed. 

For Result 1- Enhanced cooperation among SCA, STA, public administration and bussines sector in the field of tax policy
1.1 Assesment  of internal and external coordination and communication mechanisms and protocols with key institutions and agencies

1.2 Establishment of consultation mechanisms for improvement of external information flow with key institutions

1.3 Preparation of new protocols and procedures for internal and external data exchange 

1.4 Introduction of institutional framework and definition of procedures regarding joint and coordinated controls and operations 

For Result 2- Alignment of tax and customs legislation, in particular indirect taxation, based on the results of gap analysis
2.1 Conduct review of the current normative framework, it’s compliance with EU best practices and give recommendations 

2.2 Preparation of gap analysis of the capacities of SCA and STA to implement EU best practices 

2.3 Preparation of drafts/amendment of necessary bylaws

For Result 3- Developed effective policies of SCA and STA to combat tax evasion and fraud, including evasion and fraud at international level

3.1 Development of a set of procedures, guidelines, rulebooks and manuals for the use of SCA and STA officers 

3.2 Development of relevant policies and methods to detect, prevent and combat VAT and excise duty evasion and fraud in an international context

3.3 Review and evaluation of the existing SCA post-clearance audit operational procedures and STA Tax Police control mechanism with regard to the control of VAT and excise duty collection 

3.4 Assessment of risk management, development of modern risk analysis and taxpayer selection techniques as well as organisational and methodological standards to carry out computer auditing procedures, elaboration of general audit support tools
For Result 4- Improved competences of customs and tax officers in order to successfully enforce legislation and detect and prevent potential tax fraud

4.1 Preparation of new training modules and course materials 

4.2 Organization of series of seminars, workshops, courses and on-the-job trainings based on prepared training module

4.3 Conduct of ToT course and prepare the ToT manual

4.4 Organization of study visit for group of employees involved in tax and customs issues 

4.5 Organization of internships for selected trained participants in MS  Administration
3.5  Means/ Input from the MS Partner Administration:
3.5.1 Profile and tasks of the Project Leader

MS Project Leader: 

The Project Leader will manage the project team of selected member state(s) and co-ordinate the implementation of activities. The project leader will establish and maintain links between experts from member state and beneficiary state, ensuring good communication and coordination with MS, SCA, STA, other partners and stakeholders. He/she will also be responsible for ensuring that experts input and distribution of their working days will be used in the most efficient and effective way.

His/her tasks will also include: 

· Timely and effective implementation of the project and achievement of results, through proposed activities
· The overall conception and direction of the MS involvement in the twinning project related to tax & revenue collection systems
· Modifications of Work plan in accordance with identification of needs in the life time of the Project
· Coordination of all activities according to the agreed work plan
· Ensuring effective and optimal utilization of available resources
· Assistance with resolving any issues in order to contribute to the project’s success. 
  The Project Leader will have the following profile:

· High-ranking official with ability to call on short term experts in support of the efficient project implementation University degree 

· Experiences in management and control and good leadership and organizational skills: managing or assisting in management in at least 2 projects.

· Familiar with twinning rules and procedures

· Minimum of 7 years of professional experience in Customs or Tax  Administration of selected MS is requested
· Experiences in work in international and multicultural environment (involvement in at least 2 EU funded projects is required)
· Familiar with the relevant EU legislation in the field of customs and tax
· Capable of unblocking any problems at highest level  

· Excellent knowledge of all processes in the area of customs and tax legislation and strengthening the administrative capacity of the customs and tax administration
· Overall understanding of the problems and solutions in the sector
· Fluency in English

BC Project Leader: 

The BC Project Leader will manage a project team at the Serbian side and will assure that the decision makers at the Ministry level will be informed properly on the implementation of the project. He/she will ensure close co-operation and overall steering and coordination of the project. He/she will be also responsible for drafting reports and other documents, related to project management at the Serbian side and will chair Steering Committee meetings. 

3.5.2 Profile and tasks of the RTA

RTA must have broad/general knowledge in the area of tax and revenue collection, which will enable him/her to organize interdisciplinary team for successful implementation of the project. He/she should be an employee of the EU Customs/Tax Administration. The duration of her/his secondment will last 18 consecutive months.

His/her tasks will also include: 

· Project management and coordination of the activities of the team members in line with the agreed work programme to enable timely completion of project results
· Nomination, mobilization and supervision of the short-term experts, together with the Project Leader
· Facilitation of the contacts with peer institutions in EU member states in order to stimulate a proper exchange of information and data
· Assisting in the preparation of all strategic project documents and provision of advisory services in project fields
· Coordinating and organization of the project activities, monitoring the delivery of the outputs according to the agreed timetable and ensuring the proper quality of the outputs
· Preparation of the meetings of the Project Steering Committee and reporting on the project progress
· Preparation of the project progress reports and supervision of the preparation and production of tasks reports 

· Identifying and reporting to the Contracting authority, at early stage, all difficulties that may jeopardize the implementation of the project and the achievement of its results 

Minimum qualifications required:

· At least five (5) years working in Customs or Tax Administration of selected Member state

· University degree (BSc.) is an advantage
· Familiar with twinning rules and procedures

· Familiar with the relevant EU legislation in the field of customs and tax

· Excellent knowledge of all processes in the area of customs and tax legislation and strengthening the administrative capacity of the customs and tax administration;

· Experience in similar technical and legal assistance assignments will be considered as asset 

· Experiences in work in international and multicultural environment

· Comparative knowledge of other MS systems
· Excellent knowledge of English, since the working language will be English.

· Skills: good communication and coordination skills.

3.5.3 Profile and tasks of the short-term experts

Short- term experts

Pool of short- term experts should be comprised of the experts from the following areas:

· Customs and tax legislation and procedures

· Tax and revenue collection management and procedures 

· Post clearance audit and enforcement of tax legislation

· Foreign currency transactions

· Fiscal customs based controls
· EU strategy to combat tax fraud and evasion with special emphases on carousel fraud

· Excise duty liability and refund 

· VAT (business and/or IT) procedures

· EU VAT legislation and practices in the field of VAT collection and refund

· EU VAT legislation and practices in the field of detection, prevention and combating VAT frauds and evasion, with special emphases on carousel frauds

· EU VAT legislation and practices in the field of common provisions

· EU practices  in the field of monitoring and control of VAT data flow through computerized VAT Information Exchange System (V.I.E.S.)
· EU practices in the field of circulation and controls of excise goods (including Excise Movement Control System- EMCS developments)
· E-controls in the field of taxation system

· VAT and excise risk management
Minimum qualifications required:

· University degree is an advantage

· Sound knowledge of  EU acquis in area of VAT and excise legislation and its implementation, including the transitional VAT regime and corresponding by-rules related to tax/customs administration, as well as having experience with the transitional period after the accession to EU
· Minimum 5 years relevant experience in Customs/Tax Administration 
· Minimum 5 years experience in VAT collection service of an EU Member State (in case of a new Member State, having been involved for at least 3 years on implementing core business in the VAT collection field in line with the acquis communautaire)
· Experience in the EU Customs/ Fiscal Blueprints

· Experience in organizing and providing training, consultancy, needs and capacity assessment

· Knowledge in writing of strategic documents and carrying out training on methodology of strategy development

· Proven contractual relation to public administration or mandated body

· Strong communication and analytical skills
· Knowledge of the Serbian language is an asset 

4. 
Institutional Framework

SCA is organized at central - Headquarters and regional/local level - Customs Houses, customs posts and it consists of 6 following divisions: Customs Affairs and International Customs Cooperation, Tariff Affairs, HR and General Affairs, Investments, Financial and Legal Affairs, Enforcement and IT, 14 regional customs houses covering the whole territory of Serbia, 72 customs posts and 70 border crossings and currently 2509 customs officers are employed. For further information, please follow the link www.carina.rs.
Department of TARIS, Foreign Trade and Customs Protection Instruments, Taxes and Excise within the SCA Tariff Affairs Division was established in June 2009. The Department comprises three Groups:

1. Group for TARIS

2. Group for Foreign Trade and Customs Protection Instruments

3. Group for Taxes, Excise Duties and other fees

Regarding the Group for Taxes, Excise Duties and other fees, there are three customs officers working in the Group, one customs officer is currently being stationed elsewhere by reason of the internal service requirements. However, due to the large volume and complexity of work processed daily, it is the SCA’s intention to have the number of employees within the Group increased in near future.

Serbian Tax Administration is a body within the Ministry of Finance in charge of assessment, audit and collection of public revenues, and its competence is defined by the Law on tax procedure and tax administration (Official Gazette of RS 80/2002 … 20/09). 

STA is organized as follows: Headquarters, 5 Regional centres, Large Taxpayers’ Unit, Affiliates, Branches, Points and Special units. Head Office in Serbian Tax Administration consists of seven Sectors (sector for tax-legal affairs and coordination, audit sector, collection sector, tax police sector, sector for development and IT support, education and communication sector and human and material resources sector), Group for strategic planning and coordination, Group for risk assessment, Group for internal audit and Group for internal control. 

Besides the Head Office the national organization of the Tax Administration is as follows:

In total the number of organizational units is:

· Head Office

· 5 regional centers

· Center for large taxpayers – Large Tax Office (LTO) 

· 24 Affiliates Type A 

· 17 Affiliates Type B

· 39 Affiliates Type C 

· 93 branch offices

· 5 posts

· 22 special departments

Affiliates are divided in following groups, depending on number of registered and activate tax payers who poses TIN number, number of citizens who live in area which are under the scope of duty of specific affiliates, and for more rationale, efficient and on-time achievement of rights and obligations of taxpayers and for realization of Tax administration duties:

· Affiliates Type A (more than 90 employees)

· Affiliates Type B (51 to 90 employees)

· Affiliates Type C (up to 90 employees)

Further information about the organizational structure is displayed on the website of the Tax Administration: www.poreskauprava.gov.rs. 

Taxpayers can be divided into:

· Individual Taxpayers (citizens):


1.900.000

· Small & Medium Business Taxpayers:

410.000

· Large Taxpayers:
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Detailed organizational structures of SCA and STA are provided in Annex V. 

5. 
Budget
	
	Programme
	Support
	
	
	
	

	
	Investment

Support (I)
	Institution 

Building (IB)
	Total Programme (=I+IB)
	National Co-financing*
	IFI*
	TOTAL

	Twinning Contract
	0
	1,4
	1,4
	0
	0
	1,4

	Total (MEUR)
	
	
	
	
	
	1,4


SCA and STA management will provide the twinning partner with staff and other resources, such as adequate office space for RTA and experts, meeting rooms and equipment necessary for relevant work to operate effectively. BC will cover costs for travel by SCA and STA customs officers from Belgrade to a MS as co-financing.
Interpretation and translation costs for training, documentations and project activities will be up to 8% of the budget and will be financed from the budget. Detailed financial breakdown will be part of the Twinning Project Budget, as annex A3 to the Twinning Contract. 
6. 
Implementation Arrangements 

6.1 
Implementing Agency responsible for tendering, contracting and accounting 
Delegation of the European Union to the Republic of Serbia

Contact person: 

Mr. George Papagiannis, Attaché 

Project Manager – Operations 

Address: Vladimira Popovića 40

Tel.: +381 11 3810 971
Fax.: +381 11 3083 201 
E-mail: george.papagiannis@ec.europa.eu  
6.2 
Main counterpart in the BC 
BC Project Leader

Ms Dragana Dubajic 

Senior Customs Advisor

Position: Head of the Group for Taxes, Excise Duties and other fees

Tariff Affairs Division
Serbian Customs Administration

Address: Boul. Zorana Đinđića 155a, Belgrade
Phone: +381 11 319 61 38
Fax.:   + 381 11 2699 722
E-mail: dubajicd@carina.rs 

RTA counterpart- for Customs Administration

Ms Ivana Ljubojevic

Junior Customs Advisor

Group for Taxes, Excise Duties and other fees

Tariff Affairs Division
Serbian Customs Administration

Address: Boul. Zorana Đinđića 155a, Belgrade
Phone: +381 11 319 61 38
Fax.:   + 381 11 2699 722
E-mail: ljubojevici@carina.rs

RTA counterpart- for Tax Administration

Mr Aleksandar Dragojlovic 
Head of Planning and Project Management Unit 
Design and ICT Support Division

Tax administration - Headquarters 
Address: Save Maskovica 3-5, Belgrade 
Phone: +381  11 3950-581 
Mob: +381 64 842-9839 

E-mail: aleksandar.dragojlovic@poreskauprava.gov.rs
A Project Steering Committee (PSC) will be established for the direct control and supervision of the project implementation. The PSC will be responsible for the overall quality of project implementation and provide strategic direction.  The Committee will ensure that the project outputs and goals are met in time, approve work plans and reports, offer guidance and advise on project activities. The Committee will meet on quarterly basis.

Members of the PSC will be high-level representatives of SCA and STA, since the SCA and STA give high priority to this Project. EU Delegation, Ministry of Finance and European Integration Office will be invited as observers. The EU Delegation should provide guidance on project monitoring and evaluation respectively. The PSC will be chaired by the BC Project Leader. 

6.3 
Contracts

One Twinning Contract

7.
Implementation Schedule (indicative)

7.1
Launching of the call for proposals (Date) October 2010
7.2
Start of project activities (Date) 3rd quarter 2011
7.3
Project completion (Date) 3rd quarter 2011 + 18 months 
7.4    Duration of the execution period: The execution period of the contract (legal duration) shall enter into force upon the date of notification by the Contracting Authority of the contract signed by all parties. The implementation period of the Action will take 18 months. The execution period of the contract will end 3 months after the implementation period of the Action.
8.
Sustainability 

Administrative capacities of SCA and STA will be enhanced in the sense of strengthening mutual cooperation and the ability to apply EU standards and to perform their tasks in accordance with the EU best practices, especially in the area of tax and revenue collection. The competence built up throughout this project is in the long-term function of approximation of the Serbian customs and tax system to the EU systems.
Sustainability in the aftermath of the project completion is ensured by the selection of the trainers whose roles will be to ensure that the knowledge gained is updated on a permanent basis, transfer/share knowledge to other customs and tax officers as regards conducting the tasks in line with manuals, sets of procedures, guidelines, rulebooks, Memorandums of Understanding which are to be prepared during the project implementation, as well as facilitate the effective utilization of this knowledge by targeted customs and tax officers. 

 9.
Crosscutting issues 
Equal Opportunity 

With regard to employment, SCA and STA shall facilitate the reform of the employment policy in Serbia, in the context of strengthened economic reform and integration, including the development and implementation of transparent and impartial recruitment procedures, human resources management, continued training and the promotion of ethics, providing equal opportunities and good working conditions for all social groups, men and women, which is aligned with the Community acquis.  

At the SCA Headquarter in Belgrade, there are 304 women employed within the total of 584 staff, while at Belgrade Customs Office 226 women are employed out of the total number of 419 customs officers. All three deputy heads of Belgrade Customs Office are female. Also, appointed as heads of divisions, chiefs of sections and heads of groups, women have an important role in decision-making process. According to official statistic data, gender structure of the STA employees is 61% female and 39% man, which is reflecting on the gender structure of STA’s top management. 

Participation in the project will require professional qualifications and competence in the particular area and will allow an equal opportunity for women and men to participate in project implementation. For example, the selection of the SCA and STA trainers will not be based upon gender criteria, but according to their knowledge, experience and capability to train other customs and tax officers.

Environment

With the aim of strengthening its administrative structure and procedures, SCA and STA shall also ensure strategic planning of environment issues and coordination between relevant actors in order to halt further degradation and start improving the environmental situation with the aim of sustainable development as well as to align its legislation to the Community acquis. 

The environmental issues will be addressed throughout the project implementation, which will have no harmful effect on the environment. The project emphasizes environmental protection and will endeavour to ensure that proper safety standards are secured through tighter control of these substances at the borders. As the project results will be focused on the implementation of computerized systems and paper-less communication, the project takes due cognizance to environmental issues. Also, the project team will use electronic method of communication, the printing will be reduced and recycled paper will be used. 

Minority and vulnerable groups

Customs procedures, whether conducted at borders or inland of the territory of Serbia, are performed equally for all participants in customs procedures. Furthermore, in the case of discovering any discrepancies in them, SCA and STA officers act according to the law, which do not recognize belonging to any group (minority, majority). Simply said, person who brakes any legislation regarding performance of customs duties and tasks is treated in line with the conducted violations, regardless of her/his personal characteristics and/or belonging to any group. Bearing all this in mind, it is clear that non-discriminatory principles will be fully observed throughout implementation of the project.

In the alignment with Serbian employment policy and especially Community acquis, SCA, STA and its strategic management policy shall provide adjusted working conditions and equal opportunities for women and men, for people with disabilities and for people belonging to minority and other vulnerable groups.

10.
Conditionality and sequencing

The Government will maintain a consistent policy in the area of customs and tax reform, and adhere to the objectives on Serbian Customs and Tax Administrations underlying the projects here, throughout project implementation. Full commitment and participation of the senior management of the beneficiary institutions are necessary for achieving mandatory results. The senior management must be involved in the development and implementation of the policies and institutional change required to deliver the project results.

The BC top management and counterpart team at the SCA and STA will be fully committed and involved in the development and implementation of the policies required to deliver the project results and transparently co-operate with external project experts and participate in project activities. In the event that conditionality is not met, suspension or cancellation of the project or a part of it will be considered.

The project will be implemented through one twinning contract to cover all specified activities. No particular requirement regarding the contract sequencing will be applied. All three contracts and components financed by IPA 2008 (Component 1: Equipment Supply- Radiation Portal Monitors and uniforms, Component 2: Trainings for the Enforcement Division by UNODC, Component 3: Twinning project for the RARM and PCA) have been already launched. This twinning is not dependant on any of the previously mentioned componens. 
ANNEX I Logical Framework Matrix in standard format
	ANNEX 1. LOGFRAME PLANNING MATRIX FOR Project Fiche
	Programme name and number

Harmonization of the Serbian Customs Enforcement Division with the standards, organization and operational methodology of EU enforcement agencies: Component 4 - Twinning project for Tax and Revenue Collection Systems

	
	Contracting period expires: 

2 years after the signing of FA
	Disbursement period  expires: 

1 year after the execution of contracts

	
	Total budget :

1,400,000.00 € 
	IPA budget:
1,400.000.00 €

	
	
	
	

	Overall objective
	Objectively verifiable indicators
	Sources of Verification
	

	The overall objective of the project is to increase the ability to assume obligations of EU membership including adherence to the aims of political, economic and monetary union by establishing efficient tax and customs system aligned with the EU requirements


	· Growth of total amount of budget revenues

· Reduction of ratio between administrative costs and amount of collected revenue

· The accuracy of the tax revenues projections is increasing compared with the actually collected revenues

· Positive evaluation of harmonization with EU standards in the sector of  customs 
	· EC Progress Report

· Annual Report of SCA and STA to the Ministry of Finance

· Official statistics 


	

	Project purpose
	Objectively verifiable indicators
	Sources of Verification
	Assumptions

	The project aims to support and build up the administrative and operational capacity of the Customs and Tax Administration of Serbia to improve the performance efficiency and effectiveness in the field of tax system in accordance with EU best practice, with special emphasis on reducing the incidence of tax evasion and fraud in the context of international trade 


	· By 2012 the extent of revenue collection is increased by 15% 
· By 2012, the grey economy level is reduced by 10% 
· Enhanced cooperation between SCA and STA 
· Detection of all customs offences increased by at least 10%
	· Final Project Report
· Annual Report of the SCA and STA to the Ministry of Finance 
· Statistics of SCA, STA and Ministry of Finance
· Reports of the Serbian Customs Administration to the Delegation of the European Union 
· Reports of SCA to the World Customs Organization
· Report of the Coordination Body for the implementation of IBM Strategy and Action Plan 
	Continuation of process of stabilization and association to the EU

Social and economic stability in the region and continuation of macroeconomic and political reforms in the country



	Results
	Objectively verifiable indicators
	Sources of Verification
	Assumptions

	1. Enhanced cooperation among SCA, STA, public administration and bussines sector in the field of tax policy
	· Information exchange network improved between SCA and STA

· Contact points  for interagency cooperation are appointed and have regular cooperation

· Contact points for internal exchange of information are appointed

· Internal and external data exchange procedures prepared

· Memorandum of Understanding signed with trade organizations

· Contact points for business sector appointed within SCA and STA
	· Cooperation protocols

· Interviews with SCA and STA staff and employees of other institutions
· Copy of documents on data exchange procedures
· MoU document

· Decision on appointment of contact points
· Project Reports
	Support and understanding by policy makers to proceed with the changes necessary for achieving project goals

Support and readiness of relevant state agencies and business community to cooperate 

Selection and recruitment of  appropriate experts
Adequate selection of trainers 



	2. Alignment of tax and customs legislation, in particular indirect taxation, based on the results of gap analysis 

	· Gap analysis prepared and adopted 

· New/amended bylaws prepared regarding VAT and Excise Tax


	· Project reports

· Tax legal affairs report to STA DG Gap analysis document 

· Documents of drafted  bylaws and gap analysis 
· Project Reports
	

	3. Developed effective policies of SCA and STA to combat tax evasion and fraud, including evasion and fraud at international level
	· Existence of Manuals and descriptions of all procedures and processes in use

· Number of successful fraud investigations increased by 10%

· Assessments following control or audit showing higher amounts of tax due

· Tax evasion and fraud cases brought to Court increased by 10%
	· Reports of SCA Group for taxes, excises and  fees 

· Reports of SCA Post Clearance Audit Department 

· Reports of Tariff Affairs Division to SCA DG 

· Reports of STA Tax Police Sector 

· Reports by Inspectors and Auditors on their actual control/audit activities

· Manuals Documents 
· Project Reports
	

	4. Improved competences of customs and tax officers in order to successfully enforce legislation and detect and prevent potential tax fraud


	· New training modules prepared

· Manuals for trainers adopted

· ToT conducted for 10 staff

· Approximately 10% of staff are trained

· Gained knowledge and experience from study visits and internships transferred through the presentations and training 

· Seminars and workshops conducted
	· Training reports and evaluations

· Regular project implementation reports 

· Monthly and periodic Reports of relevant departments of SCA and STA

· Interviews with participants of study visits and internships

· Copy of documents on training programmes
· Presentations and report on training, certificates
· Document of ToT Manual
	

	Activities
	Means 
	Assumptions

	1. Enhanced cooperation among SCA, STA, public administration and bussines sector in the field of tax policy
1.1 Assessment of internal and external coordination and communication mechanisms and protocols with key institutions and agencies

1.2 Establishment of consultation mechanisms for improvement of external information flow with key institutions

1.3 Preparation of new protocols and procedures for internal and external data exchange 

1.4 Introduction of institutional framework and definition of procedures regarding joint and coordinated controls and operations
	· Twinning Covenant

· RTA (to be located at the Ministry of Finance) for 18 months, short-term experts, well acquainted with EU acquis in area of VAT and excise legislation and its implementation, including the transitional VAT regime and corresponding by-rules related to tax/customs administration, as well as having experience with the transitional period after the accession to EU
	· Timely and quality provision of  service contract activities

· Commitment of MS and BS

	2. Alignment of tax and customs legislation, in particular indirect taxation, based on the results of gap analysis
2.1 Conduct review of the current normative framework, it’s compliance with EU best practices and give recommendations 

2.2 Preparation of gap analysis of the capacities of SCA and STA to implement EU best practices 

2.3 Preparation of drafts/amendment of necessary bylaws
	
	

	3.  Developed effective policies of SCA and STA to combat tax evasion and fraud, including evasion and fraud at international level

3.1 Development of a set of procedures, guidelines, rulebooks and manuals for the use of SCA and STA officers 
3.2 Development of relevant policies and methods to detect, prevent and combat VAT and excise duty evasion and fraud in an international context
3.3 Review and evaluation of the existing SCA post-clearance audit operational procedures and STA Tax Police control mechanism with regard to the control of VAT and excise duty collection 
3.4 Assessment of risk management, development of modern risk analysis and taxpayer selection techniques as well as organisational and methodological standards to carry out computer auditing procedures, elaboration of general audit support tools
	
	

	4. Improved competences of customs and tax officers in order to successfully enforce legislation and detect and prevent potential tax fraud

4.1 Preparation of new training modules and course materials 

4.2 Organization of series of seminars, workshops, courses and on-the-job trainings based on prepared training module

4.3 Conduct of ToT course and prepare the ToT manual

4.4 Organization of study visit for group of employees involved in tax and customs issues 

4.5 Organization of internships for selected trained participants in MS  Administration
	


ANNEX II Implementation chart

	Implementation activities by quarters:

	
	Q1
	Q2
	Q3
	Q4
	Q5
	Q6

	Activities for Result 1
	
	
	
	
	
	

	Activities for Result 2


	
	
	
	
	
	

	Activities for Result 3


	
	
	
	
	
	

	Activities for Result 4


	
	
	
	
	
	

	Project management activities

	Project Steering Committee meetings
	
	
	
	
	
	

	Preparation of regular project reports
	
	
	
	
	
	


ANNEX III  Indicative Contracting and disbursement schedule by quarter

	Contracted
	Q1
	Q2
	Q3
	Q4
	Q5
	Q6
	Total

	Twinning Contract
	1,400,000.00
	1,400,000.00

	Cumulated
	1,400,000.00
	1,400,000.00

	Disbursed  
	Q1- Pre-financing
	
	
	
	
	
	

	Twinning Contract
	750,000.00
	50,000.00
	150,000.00
	150,000.00
	150,000.00
	150,000.00
	1,400,000.00

	Cumulated
	750,000.00
	800,000.00
	950,000,00
	1,100,000.00
	1,250,000.00
	1,400,000.00
	1,400,000.00


In accordance with Twining Manual (7.2. Payment Procedure) pre-financing of 80% of the budget of the Twinning Contract corresponding to first 12 months of the execution period will be divided by the number of months (18 months) of the Twinning Project, and then multiplied by twelve. Every three months from the date of notification of signature of Twinning Contract, the MS Project Leader submits to the EU Delegation an interim quarterly report with a financial section detailing all budgeted costs incurred during the past three months. If the MS Twinning Partner can demonstrate that more than 70% of the cumulated pre-financing has been consumed, a subsequent pre-financing payment may be requested. 
Upon completion of the Twinning Project and subject to approval of the final project report demonstrating that the mandatory result has been achieved, the MS Twinning partner may submit its final invoice, together with the final global financial report accompanied by the expenditure verification report. 
ANNEX IV  List of relevant Laws and Regulations 
· The Customs Code ("Official Gazette of the Republic of Serbia" No. 18/10);

·  Customs Tariffs Law ("Official Gazette of the Republic of Serbia" 62/05, 61/07 and 05/09);
· Law on Foreign Trade ("Official Gazette of the Republic of Serbia", No. 36/09 );

· Law on Value Added Tax ("Official Gazette of the Republic of Serbia", No. 84/04, 86/04, 61/05 and 61/07);

· Law on Tax Procedure and Tax Administration (Official Gazette of the Republic of Serbia, No. 80/02,… and 20/09);
· Sales Tax Law (Official Gazette of the Republic of Serbia, No. 22/01, 80/02, 70/03);
· Excise Tax Law (Official Gazette of the Republic of Serbia, No. 22/01, 73/01, 80/02, 43/03, 72/03, 43/04 and 55/04);
· Profit Tax Law (Official Gazette of the Republic of Serbia, No. 25/01, 80/02, 43/03, 84/04 and 18/10);
· Property Tax Law (Official Gazette of the Republic of Serbia, No. 26/01, 135/01, 80/02, 61/07 and 5/09);
· Law on Use, Maintenance and Possession of Goods Tax (Official Gazette of the Republic of Serbia, No. 26/01, 80/02, 43/04 and 31/09);
· Individual Income Tax Law (Official Gazette of the Republic of Serbia, No. 24/01, 80/02, 135/04, 62/06, 31/09, 44/09 and 18/10);
· Law on Foreign Currency Transactions ("Official Gazette of the Republic of Serbia", No. 62/06);

· Law on General Administrative Procedure ("Official Gazette of the FRY", No. 33/97, 31/01);

· Law on Ionization Radiation Protection and Nuclear Security, (“Official Gazette of Serbia“ No.36/09);
· Offence Law ("Official Gazette of the Republic of Serbia", No. 111/09); 

· Law on Foreign Trade in Arms, Military Equipment and Dual – use Goods (“Official Gazette of Serbia and Montenegro”, No. 7/05 and 8/05);

· Law on Lottery Games("Official Gazette of the Republic of Serbia", No. 84/04);.

· Civil Service Law ("Official Gazette of the Republic of Serbia", No. 79/05 and 101/07);

· Law on Civil Servants("Official Gazette of the Republic of Serbia", No. 79/05, 116/08 and 104/09);

· Regulation on Customs Approved Procedure with Customs Goods, Release of Customs Goods and Collection of Customs Dues ("Official Gazette of the Republic of Serbia", No. 127/03, 2003, 20/04, 24/04, 63/04, 104/04, 44/05, 71/05, 76/05, 106/05, 05/06, 47/06, 86/06, 10/07, 25/07, 80/07, 09/09, 26/09, 28/09,57/09 and 96/09);

· Regulation on Special Conditions for the Trade in Goods with the Autonomous Province of Kosovo and Metohija ("Official Gazette of the Republic of Serbia", No. 139/04, 8/2005, 15/2005 and 91/2006);

· Regulation on harmonization of customs tariff nomenclature for 2010 („Official Gazette of the Republic of Serbia“, No. 100/09);
· Rulebook on the Form, Content and Manner of Submission and Filling in the Declaration and other Forms in the Customs Procedure ("Official Gazette of the Republic of Serbia", No. 129 of December 29, 2003, 53/04,137/04, 11/05, 23/05, 65/05, 117/05, 114/06, 74/07, 02/08, 33/08, 50/08, 08/09, 25/09 and 107/09);

· Rulebook on the Duties of Customs Authorities in Foreign Trade in Arms, Military Equipment and Dual – use Goods ( “Official Gazette of the Republic of Serbia”, No. 67/05);

· Rulebook on the Request Form for Permit Issuance, the Form of the Permit and Other Forms of Documents accompanying the Foreign Trade in Controlled Goods (“Official Gazette of the Republic of Serbia”, No. 96/07);

· Regulation on Recording Transactions over fiscal cash registers with fiscal memory and dynamics of introduction of such cash registers (Official Gazette of the Republic of Serbia, No. 5/03, 39/03, 72/03, 2/04);
· Rules Amending the Rules Concerning the Form and Contents of the Application for Registration of the VAT Payers, Registration and Deletion Procedure and Form and Contents of the VAT Return, („Official Gazette of the Republic of Serbia“, No. 94/04….120/08);
· Rulebook on Amendments to VAT Exemptions, 9 July 2007 („Official Gazette of the Republic of Serbia“,No. 140/04, 67/05);
· Rulebook on VAT Refund Procedure and VAT Rebate Method and Procedure, („Official Gazette of the Republic of Serbia“, No. 107/04, 65/05, 63/07);
· Rulebook on Defining Goods and Services whose Sale is Taxed at a Special VAT Rate, („Official Gazette of the Republic of Serbia“, No. 108/04…63/07);
· Rulebook on Requirements for Claiming Diesel Excise Tax Rebate, („Official Gazette of the Republic of Serbia“, No. 3/05, 23/08);
· Rulebook on Changes to the Excise Tax Computation and Payment Method, („Official Gazette of the Republic of Serbia“, No. 3/05…53/09); 
· Ordinance on Amendments and Changes to Ordinance on Appearance of Control Excise Stamp, („Official Gazette of the Republic of Serbia“, No. 137/04…108/06);
· Ordinance on Method and Procedure for Defining Amount of Most Popular Prices of Cigarettes, Cigars, Cigarillos, Tobacco for Smoking and other Tobacco Products, („Official Gazette of the Republic of Serbia“, No. 49/05…41/09);
· Rulebook on Contents, Type of Data and Method of Keeping a Register on Alcoholic Beverage Manufacturers, („Official Gazette of the Republic of Serbia“, No. 3/05);
· Ordinance on Amendment to Ordinance on Execution of Value Added Tax Law on the Territory of Autonomous Province of Kosovo and Metohija, („Official Gazette of the Republic of Serbia“, No. 15/05);
· Rulebook on Contents, Form and Method of Keeping VAT Records, („Official Gazette of the Republic of Serbia“, No. 107/04, 67/05);
· Rulebook on the Process of Claiming VAT Refund and the Method and Procedure for VAT Rebate, („Official Gazette of the Republic of Serbia“, No. 107/04, 64/05, 63/07);
· Rulebook on Defining Goods Considered Works of Art, Collectibles and Antiques, („Official Gazette of the Republic of Serbia“, No. 105/04);
· Rulebook on Method of Determining Tax Base for VAT Computation for Bus Transport of Persons Executed by Foreign Taxpayers, („Official Gazette of the Republic of Serbia“, No. 105/04);
· Ordinance on Method Computing and Paying Excise in Trade of Products with Republic of Montenegro, („Official Gazette of the Republic of Serbia“, 45/03);
· As well as other laws and bylaws.

· Instructions on customs posts operations on border crossings – passed in 2005
· Instructions on importation of motor vehicles and on establishment of their customs value – passed in 2004

· Instructions on control of goods in customs border area – passed in 2005

· Instructions on return of goods abroad in passenger traffic – passed in 2005

· Handbook on procedure in passenger traffic – passed in 2005
· List of tariff classified goods which are subject to veterinary-sanitary control on imports, exports and in transit – passed in 2005

· List of tariff classified goods, which are subject to phyto-sanitary control on imports, exports and in transit – passed in 2005
· Instructions regarding TIR System implementation – passed in 2001
· Instructions on customs procedure regarding temporary importation and exportation of goods based on ATA carnet – passed in 2004
· Instructions regarding CEMT Resolution implementation – passed in 2005
· Methodological instructions regarding implementation of the Law on VAT in customs approved procedures – passed in 2004
· Instructions on supplying ships, yachts and boats – passed in 2004

· Instructions on supplying aircrafts – passed in 2004

· Instructions on how to carry out the transit procedure in customs posts at border crossings – passed in 2006

· Instructions on exchange of customs information list in road traffic – passed in 2007.

· Instruction for STA concerning VAT return

· Instruction on return of overpaid VAT when importing goods for Ministry of Finance  

· Instruction for STA on collecting and processing VAT registration.

· Instruction for office control of VAT registration and other document concerning VAT 

· Instruction on law enforcement of VAT

· Instructions on methods and procedures on registering VAT tax payers 

Reference list of international standards

Regarding the implementation of international standards in the trade facilitation area, we would like to emphasize the fact that CEFTA (Agreement on Free Trade in Central Europe) has been implemented from October 2007, as well as the Agreement on Trade in Textile Products, concluded in 2005, between the EU and Serbia.
As far as implementation of international standards is concerned, it should be pointed out that, from the total of 12, Serbia has signed the following seven WCO conventions:    
· Convention on the Harmonized Commodity Description and Coding System
· Customs Convention on the temporary importation of packings
· Customs Convention on the temporary importation of professional equipment
· Customs Convention concerning facilities for the importation of goods for display or use at exhibitions, fairs, meetings or similar events
· Customs Convention on the ATA carnet for the temporary admission of goods (ATA Convention)
· Customs Convention concerning welfare material for seafarers
· International Convention on the simplification and harmonization of Customs procedures  (Kyoto Convention) as amended.

Since the SCA is already cooperating with the International Association of World Carriers and with UNECE, it is also engaged in monitoring the implementation of conventions, passed under UN auspicies:

· Customs Convention on the international transport of goods under cover of TIR carnets – TIR Convention; 
· Customs Convention on containers; 
· Convention concerning customs facilities for touring;
· Customs Convention on the temporary importation of private road vehicles;
· Customs Convention on the importation of commercial road vehicles;
· International Convention on the harmonization of frontier controls of goods (Geneva);
· European Convention on customs treatment of pallets used in international transport;
· Customs Convention on the temporary importation for private use of aircraft and pleasure boats;
· Convention regarding the regime of navigation on the Danube;
· Convention on the Contract for the international carriage of goods by road (CMR);
· Convention on the means of prohibiting and preventing the illicit import, export and transfer of ownership of cultural property;
· UN Convention against illicit traffic in narcotic drugs and psychotropic substances;
· Single Convention on narcotic drugs;
· Convention on psychotropic substances;
· Convention on international trade in endangered species of wild fauna and flora (CITES);
· Basel Convention on the control of transboundary movements of hazardous wastes and their disposal;
· Convention on the prohibition of the development, production, stockpiling and use of chemical weapons and on their destruction;
· Vienna Convention (The Montreal Protocol) on substances that deplete  the ozone layer.
ANNEX V The organizational scheme of the Serbian Customs Administration
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The structure of the Tax Administration is as follows:
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The structure of the Head Office of Tax Administration is as follows:


[image: image6]
ANNEX VI Reference List of Previously Received Assistance 
	Name of programme/ donor/ project ID
	Period
	Project description

	 CARDS

 
	2002

-

2008
	CAFAO (Customs and Fiscal Assistance Office) through the EU funding, assisted the SCA in its modernization process. CAFAO assistance has been particularly useful in introducing new institutes and operational methods. 

	IPA


	2007
	Regional Programme TACTA (Technical Assistance to Customs and Tax Administration)

· Continuation of CAFAO Programme, institution building and capacity building in the Western Balkan countries in the context of their preparation for future EU membership, and development of harmonized customs and taxation processes and systems in the area of internal market
· Continued alignment of customs and direct and indirect tax legislation with the EU acquis;

· Further increase of the administrative capacity to implement this legislation;

· Further progress in the fight against corruption, cross-border crime and fiscal evasion.

	France, Slovakia, Slovenia
	2005

-

2009
	Bilateral Assistance provided by the EU customs administrations

· France- Capacity building in the areas of customs laboratory, post-clearance audit and enforcement
· Slovakia- Cooperation without borders Project- 

· Slovenia- Non-refundable aid for the project of integrated customs tariff (TARIC application)

	21 countries

 
	
	Agreements on Cooperation and Mutual Assistance in Customs Matters with customs administrations:  Macedonia, Russian Federation, Bulgaria, Romania, Czech Republic, Hungary,  Slovakia, Bosnia & Herzegovina, Turkey, Slovenia, Croatia, Poland, France, China, Austria, Greece, Germany, Italy, USA, Montenegro)   

	IPA 
	2007
	The SCA is active participant in the River Information System (RIS) which is in charge of continuous surveillance of the movement of all vessels on the Danube in real time.

	EXBS, EU LTP, SIPRI
	Since 2004
	SCA participates in the EU Cooperation under the Long Term Project (LTP)- Assistance in RARM Strategy and export control of Dual-use Goods,  implemented by Stockholm International Peace Research Institute (SIPRI) and Federal Office of Economics and Export Control (BAFA). Furthermore, strengthening of enforcement is included into Project on Export Controls of Arms, Military Equipment and Dual-use Goods and Project on Investigating and Prosecuting Export Control Violations, implemented by SIPRI and Export Control and Related Border Security Programme (EXBS).

	World Customs Organization
	Since 2006
	In the area of cooperation with the World Customs Organization (WCO), since 2006  the SCA has participated in the Columbus Programme for capacity building, with the aim to implement the Framework of Standards to Secure and Facilitate Trade (WCO SAFE FoS)

	World Customs Organization
	Since 2004
	In order to meet challenges and threats in a rapidly changing customs environment it is necessary to optimize the existing tools. Therefore, the SCA is involved in the WCO Global Information and Intelligence Strategy Project Group by developing the Standardized Risk Assessments document. The advantages of Customs Enforcement Network (CEN), CENCOMM and future nCEN instruments are also used by the SCA.

	World Customs Organization
	2010
	Pilot project- Integrity of customs officers- to raise staff and managers awareness of the roles, functions and objectives of internal affairs

	RACWeB

 co-funded by the European Commission under the "Information Society Technologies" priority of the Sixth Framework Programme 
	Since 2007
	SCA is engaged within the Project on Risk Assessment for Customs in Western Balkans (RACWeB) which aims to improve the Western Balkans and EU countries’ customs efficiency and transparency in risk assessment- inward processing by enhancing the identification of risk profiles through the utilization of data mining techniques and by developing an advanced, web-based risk assessment service in customs declarations. Such a service clearly does not intend to replace, but to complement current and future national customs systems.

	Multi-beneficiary IPA 
	2010
	Project related to the Systematic Electronic Exchange of Data (SEED) which is funded by the European Commission, first managed by the I.T.A.C.A. (International Technical Assistance to Customs and Tax Administrations) consortium and then approved within Multi-beneficiary IPA 2010 provides positive results. Serbian Customs Administration is among stakeholders of IPA 2010- Project against Money Laundering and Terrorist Financing in Serbia.

	WCO, TAIEX, OSCE, UNODC


	Since 2004
	Since 2004 numerous WCO, TAIEX, OSCE, UNODC workshops were organized with the aim of capacity building of SCA officers.

	Norwegian Bilateral Assistance 
	2007
	SCA benefited from the project on IT support for the Integrated Tariff of the Customs Administration of Serbia- TARIS.

To enable IT support for the implementation of the  Integrated Tariff and economic policies in order to harmonize Serbian customs system with the European Union standards in core customs and taxation business areas

	Customs 2013
	Since 2009
	Concerning Community programmes, the EU has co-financed Serbia’s participation in the Programme. Dealing with issues such as securing the EU’s external border, the prevention of money laundering and trade in counterfeit goods require the effective use of common control mechanisms alongside strong cooperation both between customs administrations, between them and traders as well as between the European Commission, national customs services and businesses. The Customs 2013 is a tool designed precisely to support this kind of strengthened cooperation. It connects customs services across borders, fosters the exchange of information and ensures that the Modernised Customs Code and other EU rules are implemented and applied in a uniform manner. On 27 February 2009 the Republic of Serbia joined the Customs 2013 Programme by signing the Memorandum of Understanding between the Government of the Republic of Serbia and the European Community on participation of the Republic of Serbia in the European Community “Customs 2013” Programme. The Memorandum, by which the Serbian Customs Administration implements the Decision 624/2007/EC, came into force on 21 April 2009. Training within Customs 2013 so far have included: Programme Management, Training, NCTS, Measurability of Results.

	IPA 
	2007
	Within IPA 2007 national programme for Serbia, Ministry of Interior implements project Improving Border Control Standards.  SCA is one of the project partners. The purpose of this project is to introduce EU standards of Border Security and Management at Serbian borders and enhance the flow of commerce, trade and persons and reduce criminal activities. The project is implemented through one twinning and one supply contract. 

	IPA 
	2007
	SCA implements projects financed within IPA 2007- Administrative capacity building of the Customs Administration for the full implementation of the common EU transit procedure, NCTS- New Computerized Transit System, in total amount of 1,500,000 €. The project purposes are to speed up and facilitate the transit procedures on border crossing points, assist the Serbian Customs Administration to set up Community Transit corresponding administrative, legal and equipment structures and prepare for the implementation of NCTS-compatible automated transit system and to join the Convention on Common Transit Procedure of the EU. 

	ADETEF
	2005
	ADETEF assisted the Serbian Tax Administration, Sector of Tax Police, in improving the work of tax administration in the following areas:

· Exchange experiences regarding prevention and detection of VAT frauds

· Exchange of law regulation between France and Serbia regarding criminal proceedings and substantive law

· Support to the modernization of the Serbian Tax Administration – drafting Business change management plan, which is based on fiscal blueprints. Alias of project: Fiscal blueprints standards

· Training of Tax administration managers. Public Administration and human resource management, organized by French school of administration, ENA. ADETEF gave financial support for this training.  

	CAFAO
	2005

-

2006
	Course ‘Technique of investigation work’ for Tax police

Cooperation and support regarding proposed changes in Criminal code of the Republic of Serbia

Study visits in London and Cardiff

	EAR - Atos Origin
	2006
	IT Strategy Support to the modernization of the Ministry of Finance Economy of the Republic of Serbia” - 03SER01/01/008 – 2005.

Drafting of a comprehensive IT Development Strategy and associated IT Management policies for the Ministry of Finance and the subordinated Agencies

Drafting of a comprehensive IT Development Strategy for the Tax Administration

Implementation of the proposed IT Development Strategy at the Tax Administration through the implementation of a Tax Payer Register and Case Tracking system for the Tax Police 

Drafting of the Information Security documentation that included an IS Implementation plan

Completion of the first phase of the Information Security Implementation plan for the Tax, Treasury and Customs Administrations

Provision of IT equipment

	EuropeAid/125807/D/SUP/YU
	2009
	Tax Administration Contact Center IT equipment



	EuropeAid/125809/D/SER/YU
	2009

-

2011
	Support for the Establishment of Tax Administration Contact Centre

	EuropеAid/114578/D/SV/YU – AC0363 - 2003.

and EuropeAid/114 579/D/SV/
	2002
	Establishment of the Public Revenue Agency Training Centre:

· Provision of IT equipment

· Training and transfer of know how

	The French National School of Administration – ENA – 2005/2006
	2005

-

2006
	Training cycle on the topic ‘Management and human resource management in public administration’ organized for top management of Tax Administration

	French Treasury
	2005

-

2006
	Development of a document centre, Human Resources support, Public Revenue Agency Donor coordination

	GTZ
	2004
	Support to the Value Added Tax implementation (due on 1 January 2004)

	GTZ
	2005
	Support in reforming financial system of Republic of Serbia

The Project had the following overall objective: ‘Serbian financial system gives significant contribution toward economic, financial and social stabilization of Republic of Serbia and it is according with international legal and administrative standards, such as EU standards’ 

· Definition and implementation of profession ‘Tax Adviser’ in Serbian law system

· Drafting of a comprehensive property tax concept in the sense of financing local autonomy

· Drafting and implementing of a comprehensive modern synthetic tax system on income 

· Develop and implementation instruments for defining taxes and forecasting of public revenues 

· Training of tax administration employees with emphasize on area of fraud and evasion in VAT system 

	Hanns Zeidel


	2005

-

2007
	Tax police sector has established cooperation with German nongovernmental organization Hanns Zeidel, which has referred in organizing courses for Tax police on the following topic: 

· Restrain black economy

· Fight against tax evasion and tax fraud

	IOTA
	2007
	Joined IOTA as Full member in 2002. Permanent members in several working groups

	OSCE
	2005

-

2008
	The following cooperation’s have been provided during the period:

· Cooperation and supports regarding proposal in changing of Criminal code of the Republic of Serbia

· Seminar ‘Financial and tax investigation’

· Study visits in Rome – visiting office Guardia di Finanza

	USAID/US – BearingPoint
	2004
	Serbia Tax Reform project Collections MIS Of the Tax Administration of Serbia

	USAID/US – BearingPoint
	2005
	Serbia Tax Police and Administrative Reform project – PCE-I-00-00-00014-00 

IT Procurement of hardware and software for the Tax police Intelligence System

Design of Tax Police Automated Case Tracking System

	USAID/US Treasury
	2005

-

2006
	Tax policy and organizational support to the Public revenue Agency 

	CARDS
	2006
	Support for the Establishment of Tax Administration Contact Centre ‐ Serbia

	IPA
	2007
	Further development of the education function of the Tax Administration through initial training of employees
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