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ANNUAL REPORT - Year 1

PROMOTE RENEW INVIGORATE DEVELOP ENERGIZE (PRIDE)
JAMAICA

SECTION |

EXECUTIVE SUMMARY

The CARANA Consortium arrived in Jamaica on March 25, 2010 to begin
implementation on USAID/Jamaica’s project, Promote, Renew, Invigorate, Develop
and Energize (PRIDE) Jamaica. Within the first 30 days CARANA established offices
and hired personnel. By April 30, CARANA submitted the project’s first 18 month work
plan' outlining a robust range of implementation activities across the program’s
component areas. On June 15, 2010, USAID/Jamaica approved the work plan, and
implementation activities were in progress.

As detailed by the Results Summary Table incorporated as Annex B to this report,
PRIDE Jamaica achieved its results durinzg this first annual reporting period. Some of
PRIDE Jamaica’s first year results include®:

¢ Completion of a fully costed modernization implementation plan for the Jamaica Tax
Administration that accomplished an important benchmark for the IMF, and which will
serve as the roadmap for tax reform over the next three year period,

» Establishing a public-private task force to review operations of the Development
Assistance Center and develop process improvements during the pilot phase;

e Supporting a public-private partnership in the port community system to establish
business process reforms needed to improve the import/export processes;

+ Participating in an initiative with the University of the West Indies, donors, and the
public and private sectors to establish mobile banking in Jamaica; and,

+ |nitiating an assessment to establish a regulatory framework for microfinance
institutions in order to enable additional on-lending to the micro-enterprise sector.

The project has established strong working relationships with counterparts and
stakeholders across PRIDE Jamaica’s component areas, both public and private
sector. Counterparts call on PRIDE Jamaica regularly to seek support for ongoing and
new initiatives. Demand for support is at such a level that, given overall program

! The Task Order was signed on March 11, 2010. USAID/Jamaica requested that CARANA align project implementation
years with US Government fiscal years, and requested that the first work plan cover the first 18 months of
implementation. As a result, this first program year ended on September 30, 2010 and covered a 6 month period. The
next 12 month program year began on October 1, 2010, and is included in the first 18 month work plan.

2 This ‘annual’ results period represents the 6 month period from April through September 2010, in accord with the
alignment of the work plan. PMEP indicators were revised subsequent to CARANA submitting the first version of this
report. This updated report reflects the new indicators that are part of the approved PMEP.
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resources, PRIDE Jamaica is developing an objective process to prioritize these
requests across all of the program components. An important aspect moving forward
will be the level and timing of additional resources to ensure that implementation
activities occur sufficiently early in order to achieve results.

During this first project year, PRIDE Jamaica worked with the Jamaica Tax
Administration (JTA) to prepare a fully costed modemization implementation pian that
the JTA will use over the next three (3) years to implement its reform program. PRIDE
Jamaica's support to complete this plan enabled the Government of Jamaica (GOJ) to
meet an important IMF deadline as part of the GOJ's commitment to tax reform.
PRIDE Jamaica is working with USAID/Jamaica, JTA and the US Treasury Office of
Technical Assistance (OTA) to garner support from other donors to raise the funding
assistance required to implement this ambitious reform effort. One of the key items will
be the procurement of a new technology solution in order to fully implement the
organization’s re-engineered business processes. PRIDE Jamaica will continue its
work with the JTA and support a range of implementation activities from the
modermization implementation plan. The reform activities will simplify tax payer
compliance, broaden the tax base, and generate additional treasury receipts.

PRIDE Jamaica transitioned a public/private sector partnership established under an
earlier USAID/funded activity to serve as the Access, Communication, Reform,
Efficiency (ACRE) Task Force to continue reform work on the development assistance
approvals process. The task force completed an action plan, and the Government of
Jamaica (GOJ) is continuing its reform efforts on development approvals based on
input from the action plan. One of the key resulis is a decision by the GOJ to conduct
a further roll-out of AMANDA - an ICT development applications tracking system -
within additional local planning authorities, in order to assist the efficiency of the
approval process, and to enable the effective monitoring of the process to readily
identify further steps to reform and improve the development approvals process.
Continued improvements in the development approvals processes will establish
transparency and predictability, reduce processing time, and lower transaction costs,
thereby creating an improved environment for business investment.

PRIDE Jamaica is working with the Trade Community System Partnership (TCSP), a
public/private sector partnership, to implement reform activities to reduce the time to
import and export goods. Given the importance of raw materials required by the
productive sector to manufacture, highlighted further in a small island developing
state, and the need to meet customers’ timeframes in domestic and international
markets, PRIDE Jamaica is supporting the TCSP to map the import/export processes
and identify international best practice soiutions. The TCSP will use the results of the
mapping exercise to develop a new technology solution that will enable multi-user
interface, reduce reliance on hard copy submissions, and reduce time and
arbitrariness of the approvals required to move goods across Jamaica's borders. This
will strengthen Jamaica’s competitive position in the international marketplace.

Working with the Development Bank of Jamaica (DBJ) and microfinance institutions,
PRIDE Jamaica is supporting efforts to establish an appropriate regulatory framework
for the microfinance sector. A first step is to bring together the range of players in the
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sector and establish a mechanism to transparently share information, standardize
reporting information, and agree to a code of ethics to enhance credibility in the
marketplace. PRIDE Jamaica is supporting a phased process that will enable
microfinance institutions to access credit bureau information, thereby reducing risk
and improving profitability, and enable second-tier financiers to fairly assess
microfinance lending institutions, rewarding the viable operators with additional funds
to on-lend to microenterprises.

To further improve the financial viability of microfinance institutions, PRIDE Jamaica is
working with a consortium of banks, communications providers, regulators and donors
to establish transformational mobile banking in Jamaica. Implementing full
transactional mobile banking will enable the non-deposit taking microfinance
institutions to establish relationships with commercial banks and reduce transaction
costs for the microfinance sector. Mobile banking also provides an opportunity to bring
more of the unbanked population into the formal banking community.

PRIDE Jamaica is working on a number of legislative initiatives to suppornt
implementation activities across project components. These include, among others,
revisions to Jamaica’s myriad range of tax laws and updating the country’s
commercial altemative dispute resolution legislation to reduce backlog in the
commercial court system.

PRIDE Jamaica has a robust implementation program planned over the next twelve
month period. Based on available resources and current relationships with
stakeholders, partners and other organizations, PRIDE Jamaica expects to achieve all
of its expected results for the program year.

SECTIONII
PROJECT OVERVIEW

A. BACKGROUND

In 2009, the U. S. Embassy in Jamaica issued “Jamaica’s Country Assistance
Strategy (2010 — 2014)” the “Strategy”. The strategy’s Priority Goal 2 is “Promoting
Economic Prosperity and Sustainable Development”, which are the goals that PRIDE
Jamaica’s activities are designed to achieve.

In March 2010, the CARANA consortium, including Crown Agents, SUNY, Duke
University and International Land Systems (ILS) began implementation of
USAID/Jamaica’'s program Promote, Renew, Invigorate, Develop and Energize
(PRIDE) Jamaica. This three and one half year, US$8.1 million project® is designed to
reduce and eliminate administrative barriers and improve the policy framework to
establish an improved business operating environment to support private sector
growth.

* The ceiling price for this Task Order is US58,125,080.00. The estimated completion date is August 31, 2013, with an
option period that would extend the completion date to October 31, 2014,
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PRIDE Jamaica is designed to implement activities that are aimed toward eliminating
the administrative constraints of doing business, including policy, regulatory and
legislative changes that are conducive to private sector economic growth and those
that support needed fiscal and macroeconomic reforms. These activities will
contribute to creating an enabling environment that will improve Jamaica's
international competitive position as a place to do business.

PRIDE Jamaica’s key components are:

Tax Policy and Administration;

Licensing and Other Competitiveness Areas;

Access to Credit for Micro, Small and Medium-Sized Enterprises;
Legislative Process; and,

Land Policy and Administration.

The results framework is show below:

Assistance Objective 3

Economic Enabling Environment Improved

iR 1: Key regulations, IR 2: Private sechor.
—* policles, and processes —® capacity to partieipate In
improved reforms Increased
IR 1.1: Key economic IR 2.1; Private sector

f——=  reforms implemented perinerships and coalition-

buailding strengtheanod

1R 1.2: Institutional Capacity IR 2.2: Private seclor role In
— for Administration advocacy and policy dialogue
Strengthened increased
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Pride Jamaica’s activities are designed to achieve results within the scope of
Intermediate Result 1: Key Regulations, Policies and Processes Improved, and
Intermediate Result 2: Private Sector Capacity to Participate in Reforms Increased.
The project tracks the outcomes of activities at the sub-intermediate results level,
ensuring that proposed interventions within the project component areas are
correlated to achieving the Results Framework’s sub-intermediate results. In addition
to tracking standard indicators from the US Department of State Economic Growth
Standard Indicators, PRIDE Jamaica will utilize additional tools to measure
improvements in Jamaica’s enabling environment including, among others, changes in
Jamaica’s ranking(s) on the World Bank’s annual Doing Business Survey.

It is envisioned that at the end of the project term, the economic enabling environment
in Jamaica will be improved, with a more unified private sector advocating for and
participating in Jamaica’s economic development; the country will be more competitive
in regional and global markets; and Jamaica will be viewed as a more attractive
location for both domestic and foreign business investment.

B. PROJECT START-UP: TECHNICAL

CARANA canvassed a wide range of private and public sector partners, particularly in
the areas of tax policy and administration; licensing and other competitiveness areas,
and, access to credit.

Based on strong guidance from USAID/Jamaica, the team refocused efforts for the
legislative process component to support initiatives undertaken in the other
component areas, rather than treating this as an independent project component.
USAID/Jamaica also requested that potential activities in land policy and
administration be considered only after the Mission had colleagues from
AID/Washington complete an assessment of potential interventions.*

During the work planning process, team members had a number of meetings with key
donors, including the World Bank, IADB, and UNDP, as well as with the USAID
COMET Project, to ascertain their program implementation areas, prevent overlap,
and complement planned activities. PRIDE Jamaica has continued to work alongside
these partners to leverage resources that enhance project implementation.
Complementary activities are presently underway to support the Tax Policy Division;
working on transformational mobile banking; strengthening aspects of the
microfinance sector; and commercial alternative dispute resolution, among others.

PRIDE Jamaica has made every effort to ensure that its activities are initiated and
supported by stakeholders to achieve results. This includes initiatives by the Jamaica
Tax Administration to cost and implement its tax reform agenda; working with the DBJ
and the microfinance sector to establish a regulatory framework for microfinance
institutions; and working with the ACRE steering committee to improve the

4 AlD/Washington completed this assessment in August 2010. As of the date of this report, USAID/Jamaica is finalizing its
options for the Land Policy and Administration component.
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development approvals process. In each component area of activity, stakeholders
lead and are an integral part of the process to initiate and implement reforms for
sustainability of program results. Though original guidance from USAID/Jamaica
indicated that implementation was not expected in all of the project components,
PRIDE Jamaica is actively working in 3 component areas, within the scope of
available resources.

CARANA submitted the eighteen month work plan for PRIDE Jamaica to
USAID/Jamaica in April 2010, which was approved by USAlID/Jamaica in June 2010.

During the work planning period, CARANA began discussions with USAID/Jamaica
regarding the Performance Monitoring and Evaluation Plan (PMEP). As work plan
activities were being developed, the team focused on deriving appropriate measures
to track results. The PMEP directly incorporates a number of work plan indicators.
The team also utilized indicators from the US Department of State Economic Growth
Indicators and Definitions, and designed several custom indicators that appropriately
measure the impact of PRIDE Jamaica activities.

SECTION Il
YEAR ONE TECHNICAL ACTIVITIES

. Component 1: Tax Policy and Administration

The overarching goal for this component is to simplify and broaden the tax base by
improving tax administration, streamlining processes to make it easier and simpler for
taxpayers to comply, and harmonizing tax policy and legislation. These objectives
must be achieved within the scope of understanding the impact that changes to policy
may have on Government revenue and expenditure. PRIDE Jamaica’s work on tax
administration and tax policy is to support the GOJ’s efforts to expand the tax base,
and to develop informed policy guidelines based on impact analysis of proposed
changes in the tax laws.

Identified by USAID/Jamaica as one of the two high priority areas for PRIDE Jamaica,
the project immediately began working with colleagues at the Jamaica Tax
Administration (JTA) to address requirements of the JTA’s ambitious reform program.
Based on the Letter of Intent that the GOJ signed with the International Monetary
Fund (IMF), the JTA was required to achieve a series of stringent benchmarks to
demonstrate the GOJ's serious intentions to implement a modernized tax
administration organization. In its April 2010 report, the IMF required that the JTA
prepare a fully costed modernization implementation plan by August 2010, followed by
a target date of April 1, 2011 to ‘stand up’ a fully-fledged, semi-autonomous and
integrated domestic tax administration.

Based on its initial discussions with the Director General of the JTA, PRIDE Jamaica
offered assistance to work with JTA to prepare the fully costed modernization
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implementation plan in order to meet the August timeframe. To supplement this
support, the United States Treasury Office of Technical Assistance (OTA) agreed to
provide project management support to the JTA through the April 2011 timeframe.

PRIDE Jamaica fielded two experienced tax administration advisors, one in the area
of business processes and the other in information technology, to work with
colleagues across all of the JTA operational and support divisions. These two advisors
were joined by a local expert in facilities and infrastructure planning. By the end of
July, this team had completed a series of integrated documents that enabled the JTA
to meet the August IMF submission requirements; and, these documents now serve
as the JTA's forward implementation plan to achieve a modemized, integrated,
domestic tax administration. One of the key outcomes of this activity was a
recommendation to JTA to proceed with a procurement for a commercial off the shelf
(COTS) IT solution for the organization’s IT needs, rather than having in-house
development of a new system. This is an important decision point for JTA. Previous
analysis provided by several reviews concluded that in order for JTA to proceed
expeditiously with any reform efforts would require the organization to rely on a COTS
system rather than relying on in-house development by Fiscal Services Limited, the
Government of Jamaica’s IT support unit. Based on PRIDE Jamaica’s further analysis
and recommendation, JTA has decided that when it procures its new IT system, it will
go the COTS route, thereby reducing the time and risk to implement a new IT system.

The fully costed modemization implementation plan serves another important
purpose. A number of donors had indicated a willingness to support the GOJ's tax
reform efforts, but said they lacked a clear understanding of what type and level of
support was required. The fully costed plan prepared by JTA and PRIDE Jamaica now
provides a clear framework across functional areas as to the type and level of external
support that JTA is seeking, as well as the substantial contribution that the GOJ is
making to implement the reform program. A donor meeting is planned for early
October, during which time the JTA will present a summary of the main cost areas for
which it is seeking support.’> One of the critical, and most expensive, items will be the
procurement of the new IT system. Although the JTA can implement aspects of the
reform program, doing so without a new IT system will not be in accord with
international best practices; and the IMF April 2010 report strongly indicates that a
new IT system will need to form an integral part of the JTA’s modernization program.

PRIDE Jamaica is already working with JTA and OTA to identify the key, high priority
areas to meet the next range of benchmarks established by the IMF. Based on
available resources, PRIDE Jamaica will work with JTA to implement activities in the
modernization implementation plan, including preparing the legal and regulatory
framework that will be required to vest the new organization with authority to operate.
PRIDE Jamaica is mutually supporting an effort with OTA to work closely with JTA tax
operations to prepare business process maps to establish the new JTA operations.
The new business processes will redefine the way the JTA performs its operations.

* The donor meeting took place during October 2010 and was reported on in the PRIDE Jamaica October 2010 Monthly

Report.
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PRIDE Jamaica is coordinating with OTA and the IDB in regard to support that IDB will
provide to prepare new tax reporting forms. The new forms will be integrated with the
reengineered business processes that JTA is developing. The new forms are an
important means to enable better policy analysis. As the information on the tax
reporting forms has become more aggregated over the last decade, it has made
impact analysis more difficult. The new forms will disaggregate some of the
information that taxpayers provide, thereby enabling more robust policy review of
potential changes to tax policy.

In the area of tax policy, PRIDE Jamaica is working with the Director General (DG)
from the Ministry of Finance and the Public Service (MoFPS) to address aspects of
the tax policy and research units within the Tax Policy Division. One informal
assessment and comments from donors acknowledge that tax policy analysis and
research are critical aspects of Jamaica’s overall tax reform agenda. It has been a
number or years, however, since a review has been completed of the present
functions and operations of the Tax Policy Unit, the Tax Research Unit, and the
International Trade Unit in the Tax Policy Division to determine whether these units
have a sufficient level of personnel with the right mix of skills to conduct the depth and
breadth of analysis that is now required. Though some periodical training is offered for
staff to remain current, a review will need to include an assessment of the current
software applications and research tools that the units have available, and whether
these are in accord with international best practices. Based on a request for support
from the DG, PRIDE Jamaica expects to conduct this review and assess whether the
structure, function and staffing of the units should be revised to reflect a best practices
approach.

Indicator 1: Number of policy reforms/regulations/administrative procedures drafted and
presented for public/stakeholder consultations as a result of USG assistance.

Target for 2010: 1
Actual for 2010: 2

Component Activities During the Next Program Year:

During the next program year PRIDE Jamaica expects to sup(Port a range of activities
included in the MIP. These are likely to include, among others™

e Re-engineering business processes for tax operations to establish new
operating procedures that should result in easier processes for taxpayers to
comply with tax laws: Improving compliance and expanding the tax base will
result in additional revenues for the Government. JTA will use the re-engineered
business processes to prepare a RFP to procure a Commercial off the Shelf
(COTS) IT system.

e Process mapping for an integrated budget unit: As JTA moves toward its future
state it is completely revising its methodology to prepare and submit its annual

® The level and scope of support will be dependent on timing and level of available resources across all component areas.
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budgets. As it moves toward semi-autonomous status, JTA is establishing a new
unit that will prepare the entire budget submission for JTA, moving away from
individual operating units and integrating operations. JTA requires support to
prepare its first integrated budget submission for fiscal year 2011/2012, and
assistance to establish the structure of the new budget unit moving forward.

¢ Revising existing legislation to reduce time and expense for taxpayers to
comply with paying taxes and to strengthen JTA’s authorities to improve
compliance: Some of these legislative areas include:’

o assessment, collections, enforcement;

o offsetting refunds against various tax types;
o enabling 3" party information reporting; and
o enabling the use of new tax forms

o Develop RFP to procure a new COTS IT system: The new IT system to support
the modernized tax organization is the single largest expense that JTA will incur
during its reform program. Based on the prior experience of PRIDE Jamaica
advisors, it is critical that a RFP clearly and specifically outlines what JTA will
require in order for respondents to offer a complete and thorough response;
otherwise JTA could find that a number of elements it thought had been requested
will be considered as ‘add-ons’ and will result in additional costs.

s Prepare operations manuals for new tax operations unit: As the new operating
processes are being implemented, JTA will need new supporting documentation to
codify the operations to properly implement the new procedures and to train
personnel.

e Provide additional training in data mining functions to increase tax revenues:
OTA has provided some of this training, particularly in the area of some of the
larger sectors, such as banks and hotels, that can potentially contribute significant
receipts to the Government. Additional training is needed, and review of efforts
completed should be assessed to measure results and recommend further
improvements.

o Assume project management function for implementation of JTA reform
activities: As part of the overall effort to support tax reform, PRIDE Jamaica works
in tandem with the US Treasury Office of Technical Assistance (OTA) to manage
and implement Jamaica'’s tax reform program. In addition to providing advisors on
some of the operational areas, OTA has also served in the project management
role. With OTA funding coming to an end toward the end of March 2011, PRIDE
Jamaica is making plans to incorporate the project management activities into the
project’s portfolio. Providing this support to JTA is a critical element to ensure that
tax reform work remains on target, and to integrate other resources that will
become available.

o Leverage resources: PRIDE Jamaica is working with other donors to leverage
support for a number of the JTA reform activities. PRIDE Jamaica anticipates that
IDB will provide funding for a major portion of the IT procurement requirements and
facilities included in the costing plan.

7 This list is not comprehensive, but a brief illustrative list of legislative items. There is a list of more than 30 legislative
items that will need to be addressed by JTA.
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PRIDE Jamaica’s activities in this component are expected to improve Jamaica’s
ranking on the World Bank Doing Business Survey indicator ‘Paying Taxes.’

. Component 2: Licensing and Other Competitiveness Areas

While Jamaica has made some gains in the time required to obtain construction
permits, most recently evidenced by Jamaica’'s improved ranking from 74 in 2007 to
48 of 183 economies in the 2009 World Bank Doing Business Survey, “Dealing with
Licenses” category, the cost to obtain approval for building and construction permits
remains comparatively high in relation to service delivery. Other competitiveness
areas that negatively affect the country’s economic growth prospects include the time
to import and export goods, and the time and cost to resolve contract disputes. The
Government of Jamaica has been working with Jamaica’s private sector to implement
reform activities in licensing and competitiveness areas, with the intention that these
reforms will continue to have a positive impact on Jamaica’s overall rank in annual
World Bank Doing Business Surveys. The expected outcome is that these
improvements will increase Jamaica’s competitiveness to attract investment, as the
overall ease of doing business improves.

The objective of Component 2 — Licensing and other Competitiveness Areas — is to
support the Government of Jamaica in its efforts to enhance the business environment
by improving regulatory efficiency utilizing legal and administrative reforms and
facilitating the implementation of key solutions.

B1. Development Approval Process:

Following on the successful public/private coalition model created by the GOJ and the
Jamaica Chamber of Commerce (JCC), PRIDE Jamaica has successfully transitioned
a Task Force comprised of public/private participation with stakeholders (government
ministries and agencies, attorneys, developers, architects, planners, engineers), who
have been involved with most recent reform activities, in order to continue support of
reform initiatives in the area of construction and building approvals.

The PRIDE Jamaica Access Communication Reform Efficiency (ACRE) Task Force
Action Plan is supporting recommendations of the Government of Jamaica’s “next
step” reform activities which are intended to reduce the time and costs associated with
construction application approvals. In this regard PRIDE Jamaica will advocate for
implementation of reform activities currently being pursued by the GOJ, to include
enactment of the Building Act, promulgation of AMANDA information and
communications technology (ICT) tracking system within the local authorities and
regulatory agencies, a National Fee policy and Revised Fee Structure, and Planning
and Zoning guidelines. This effort will also ensure that funding from the GOJ that is
required to support the initiatives will be considered as the government prepares
budget allocations for the upcoming financial period.

The PRIDE Jamaica ACRE Task Force convenes monthly meetings at the premises
of the Development Assistance Center (DAC) to monitor operations at the center in
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order to identify process gaps; highlight areas that may require institutional and/or
capacity strengthening; and to streamline activities that support the effective
functioning of the DAC. The GOJ has clearly indicated its move toward a two-tiered®
system for development approvals. The transition to a two-tiered approach will be
highly contingent on the success of the DAC. It is against this background that PRIDE
Jamaica’s ACRE Task Force is assisting with monitoring the operations of the pilot
DAC. Working with the ACRE Task Force, PRIDE Jamaica will implement activities to
assist reform objectives as the two-tiered process moves forward. To this end, the
ACRE Task Force will advocate for and will work with public and private implementers
and users of the process to reduce the time, and subsequent costs, for receiving
approval for building and construction.

The Development Assistance Center pilot operations got off to a delayed start. Pilot
operations effectively began in August 2010 as against the originally projected April
2010 start-up.” PRIDE Jamaica's ACRE Task Force advocates that this pilot
operation requires a minimum period of one year for thorough assessment; however
given the previously established timeline of 6 months (April 2010 through September
2010) the task force has agreed to conduct monitoring and assessment activities for a
7 month period that began in August 2010 and will continue through March 2011. The
task force is mindful that the previously established 6 month period was to allow pilot
activities to coincide with the timeline of the USAID funded Legs and Regs
Development Approvals Project. Given that the Legs and Regs activity concluded in
September 2010 and that funding for the DAC is now provided directly by the
Government of Jamaica (GOJ), PRIDE Jamaica understands that the timeline for the
pilot operations is at the discretion of the GOJ, guided by input and recommendations
by National Environment and Planning Agency (NEPA) and the ACRE Task Force.

it is noteworthy that through this six month period of reporting, the activities engaged
by PRIDE Jamaica to assist the Development Assistance Center (DAC) have
substantially been provided by funding support from those private sector stakeholders
who serve on the Task Force, as well as by the Government of Jamaica; more
specifically, preparation of a Legal Opinion for a further review of the legislative
framework govering construction permitting and approval, as well as funds required
to operate and staff the center. Other activities include the ongoing technical review of
the center's operation to produce a detailed gap analysis and recommendations for
moving forward. PRIDE Jamaica provides the necessary structure for the ACRE Task
Force to carry out its work and to continue advocacy for reform of the approvals
process.

PRIDE Jamaica's ACRE Task Force employs a number of strategies to incorporate
detail and efficiency in the monitoring and oversight activities at the DAC, including

® Having extensively examined details about the delays in the development approvals process, the GOJ has determined
that the time period for reviewing an application is unduly lengthy. The two-tiered system is expected to establish a
simpler approval process for certain types of development applications (tier 1), with a second review and approval
process designed for more complex approval requests (tier 2).

? PRIDE Jamaica’s activities with the DAC began as the pilot phase got started.
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soliciting and incorporating the participation of those agencies and individuals who
were actively involved in constructing the concept of the DAC guided by international
best practices. To this end, the task force and NEPA, working in conjunction with the
Housing Agency of Jamaica Ltd. (HAJL), has begun the process of piloting two large
projects through the DAC to determine the effectiveness of the center, as well as to
offer recommendations to areas of operations that may require further reform and/or
improvement. A formal assessment from this review will be presented and used to
develop the strategic objectives for the center in keeping with the wider processes of
development approvals; as previously mentioned some activities are currently being
pursued by the GOJ to ultimately arrive at a decision whether to proceed toward a
two-tiered system for development approvals.

PRIDE Jamaica has encouraged a step-by-step approach to reform activities in the
area of construction, building and pemmit approvals, recognizing that reform depends
heavily on political will at the top levels of government. If this is lacking, or if
entrenched interest proves too strong, it is important to be able to simplify issuance
procedures separately — resulting in a de facto reduction in key problems for
developers/investors, such as the time and cost required to obtain permits. PRIDE
Jamaica believes that these improvements also help build momentum for more radical
reforms and accordingly, will continue to adopt a gradual approach toward related
reform activities.

Indicator 2: Number of institutions/organizations undergoing capacity/competency
assessments as a result of USG assistance

Target for 2010: 1
Actual for 2010: 1

Indicator 4: Number of Public-Private Dialogue mechanisms utilized as a result of USG
assistance

Target for 2010: 3
Actual for 2010: 3"

Sub-Component Activities During the Next Program Year:

In the upcoming year PRIDE Jamaica’s expects to implement activities under the
project's program of activities the upcoming year that are likely to include the
following, among others:

o Pilot Development Assistance Support: ACRE Task Force activities will involve
a monitoring and reinforcement exercise to inform decisions for of additional
assistance following the completion of the DAC pilot phase.

¢ Rules Engine Development: A Rules Engine is a logical expression that describes
requirements and facilitates communication and aligns the processes of referral and

" The ACRE Task Force is one of the public-private dialogue mechanisms contributing to this target.
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commenting agencies. This will eliminate overlaps,; thereby reducing the number of
procedures as well as reducing the burden on the resources of the agencies. The
ACRE Task Force will make recommendations to PRIDE Jamaica for the coordination,
management and provision of technical assistance to efforts that will lead to
harmonization and coordination of a range of activities among particular agencies and
organizations involved with the process of approvals.

e Legislative Review toward a Two-Tier System of Development Approvals:
Guided by recommendations and direction from the ACRE Task Force, PRIDE
Jamaica will collaborate with other donor agencies and leverage funds for a review of
applicable legislation for statutory enabling of a Two-Tier system of development
approvals. The two-tier system is in keeping with the reform objectives of the
Government of Jamaica.

PRIDE Jamaica's proposed activities in this area contribute to streamlining of
functions within the approvals process, reducing the time and cost for building
construction to occur. These improvements should support an improvement in
Jamaica's ranking on the World Bank Doing Business Survey’s sub-indicator ‘Dealing
with Construction Permits.’

B2. Import/Export Processes:

During work planning activities, PRIDE Jamaica successfully engaged with the
public/private Trade Community System Partnership (TCSP) which is a group
comprised of public and private agencies, organizations and professionals within the
import/export sector. These include haulage contractors, port operators, shipping
lines and shipping agents, truckers, manufacturers, and Jamaica Customs. The TCSP
expressed an early desire for support to reduce the time required to import and export
goods across Jamaica’s borders. The TCSP requested support from PRIDE Jamaica
to prepare a comprehensive mapping of Jamaica’s import and export processes. The
mapping is intended to record the “as is” process of import/export procedures and is
expected to allow for a comprehensive comparative review and gap analysis, as
against what the process should be. PRIDE Jamaica has secured cooperative
commitment from the TCSP for conducting the process mapping activity and will
collaborate with the TCSP on all aspects of this activity.

The cooperative approach between PRIDE Jamaica and the TCSP has resulted in
joint preparation of a Scope of Work (SOW) that informs the deliverables required
from business process specialists who will carry out the mapping exercise. The SOW
also defines the expectations and role that the port community group will assume in
the mapping process. The port community has also identified diverse entities from
among the group that will function to pilot the mapping processes. This will provide a
tremendous opportunity to conduct live tracking and a practical review of the various
steps that are involved with each import and/or expon activity. The port community
has also submitted details of counterpart funding support that it will contribute to the
activity.
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PRIDE Jamaica and the TCSP completed the Scope of Work during September, and
PRIDE Jamaica is mobilizing to implement the mapping activity in November 2010,
with the mapping document and analysis to be completed in December 2010.

The completion of the mapping exercise will provide a range of business re-
engineering requirements to be implemented. As the processes are re-engineered, the
TCSP will follow with a procurement document (RFP) for an Information and
Communications Technology (ICT) system to allow for better and more streamlined
integration between the various agencies involved in the import/export process within
the port community. Reducing reliance on hard copy submissions of documents will
reduce the time required for approvals, particularly since a number of documents can
be submitted electronically in advance of goods moving into or out of the country.

Indicator 4: Number of Public-Private Dialogue mechanisms utilized as a result of USG
assistance

Target for 2010: 3
Actual for 2010: 3"

Sub-Component Activities During the Next Program Year:

During the next program year, PRIDE Jamaica expects that activities in support of
import/export reform will include the following, among others:

s Map processes related to import and export procedures: The complete mapping
of import and export procedures will represent a first-step for to review permit and
licensing processes for overlaps and value to result in subsequent re-engineering of
business process that must be carried out to implement an effective risk based
selection system.

* Reengineer import/export procedures: Arising from the mapping exercise, PRIDE
Jamaica will work with the TCSP community, including Customs and private sector
users, to reengineer items to reduce time and improve public — private systems
interface. The TCSP will utilize the reengineered processes to solicit offers for a new
IT system.

e Support Preparation of Procurement Solicitation: The TCSP will integrate all
stakeholders in the shipping, transport, freight and port industry, through a new IT
platform. PRIDE Jamaica will provide support to the TCSP to prepare the procurement
document. PRIDE Jamaica will work with the TCSP to leverage resources from other
donors to support the procurement of the new IT system.

PRIDE Jamaica's proposed activities in this area should contribute to reducing the
time required to import and export goods across Jamaica's borders. These activities
should support improvement in Jamaica’s ranking on the World Bank Doing Business
Survey’s sub-indicator ‘Trading Across Borders.” These improvements should also
enable manufacturers to more reliably meet the needs of their customers, both

1 The TCSP is one of the public-private dialogue mechanisms contributing to this target.
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domestically and internationally, further improving Jamaica's competitive position in
the international market.

B3. Commercial Alternative Dispute Resolution (Commercial ADR):

The Private Sector Organisation of Jamaica (PSOJ) approached PRIDE Jamaica to
support its efforts to expedite the resolution of commercial disputes. With only one
commercial court, there is an enormous backlog of commercial cases waiting to be
heard. The PSOJ had begun efforts to establish a Commercial Alternative Dispute
Resolution (CADR) Center. The CADR Center will be targeted to meet the needs of
the small and medium enterprise community in an attempt to alleviate some of the
backlog of disputes, and to reduce the time required to bring these disputes to final
resolution.

Primary funding for the CADR Center is provided within an agreement being finalized
between the PSOJ and the IDB."? PRIDE Jamaica has agreed to support legislative
drafting that is necessary to update the legislative framework for arbitration of
commercial matters. The drafting professional will act under Drafting Instructions from
Jamaica’s Chief Parliamentary Counsel {(CPC) to update the legislative framework for
commercial dispute resolution in Jamaica. PRIDE Jamaica will also assist the PSOJ
by supporting a public awareness campaign that will be designed to demonstrate the
benefits of utilizing the CADR, and encourage utilization of the center's services by
targeted stakeholder groups. PRIDE Jamaica's resources, as well as resources from
the private sector (PSOJ, JCC) will be leveraged to access close to US$300,000 of
IDB funding for this activity. PSOJ has retained the services of a project manager for
the project and one of its members has provided a location for the CADR as part of
the counterpart contributions.

Working with the Ministry of Justice to champion the effort, the PSOJ prepared the
necessary Cabinet Submission to seek and obtain approval from Cabinet for
conducting a review of legislation governing CADR. This step is the precursor to
securing Drafting Instructions by the Chief Parliamentary Counsel (CPC) to allow for
legislative drafting to begin. PRIDE Jamaica will continue to align implementation
activities in keeping with the approval of the IDB funding. The implementation of this
activity will actively involve stakeholders from among the Small and Medium
Enterprise (SME) and the legal community.

Sub-Component Activities During the Next Program Year:

PRIDE Jamaica expects to assist the following activities in support of commercial
alternative dispute resolution during the next program year:

e Provide technical assistance to PSOJ to prepare revised legisiation: PRIDE
Jamaica will provide experienced draftspersons to prepare required legislation in a

2 The initiat timeframe for the agreement to be completed by IDB was May 2010. As of this date, IDB is still finalizing its
agreement,
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format that the office of the Chief Parliamentary Council (CPC) can easily adapt and
finalize to submit to Parliament.

s Support private sector public awareness campaign: Through PSOJ, PRIDE
Jamaica will support a public awareness campaign that will provide a rationale to
utilize CADR among the business and legal communities.

PRIDE Jamaica's work on this activity should reduce the time required to resolve
commercial contract disputes. These outcomes should contribute toward improving
Jamaica’'s ranking on the World Bank Doing Business Survey’s sub-indicator
‘Enforcing Contracts.’” This activity should is also likely to support improvement in other
business enabling structures (entering into new contracts, attracting domestic and/or
foreign investment, enabling sales and mergers of businesses). Use of CADR will also
reduce the existing burden on the court system, enabling it to be used for larger
commercial dispute cases.

. Component 3: Access to Credit for Micro, Small and Medium Enterprises

The micro, small and medium enterprise sectors (MSME), including youth borrowers,
are affected by the impediments that affect all borrowers in Jamaica, but they face
additional obstacles to accessing credit. Governments in Jamaica, over many years,
have, through a variety of lending programs, attempted to reduce some of the borrowing
challenges these potential borrowers face; however, there has been a widespread belief
by borrowers that if the funds come from government, they do not have to be repaid,
contributing to a bad credit culture.

In general, the commercial banking sector does not lend to microenterprises.
Microfinance institutions (MFI) that do serve the sector are not presently regulated,
and there is a lack of standardization in the way the MFIs track and report information
on their operations. The lack of standardized reporting makes it difficult for wholesale
lenders to assess the financial and operational strength of MFIs, and reduces options
for on-lending to the sector.

During the course of work planning activities, the Development Bank of Jamaica (DBJ)
raised the difficulty that it has in reviewing MF| operations to determine whether the
MFI should be approved as an on-lender of DBJ funds. Though MFls have operated in
Jamaica in a variety of forms for more than twenty-five years, they remain outside the
purview of regulators. And the MFI sector has not established any type of self-
regulating mechanism that could provide some measure of standardization and
credibility for MF| operators.

MFls agree that standardization of reporting would enable wholesalers of funds to
more easily assess a lending operation, and likely make it easier for successful
operations to access more funds for on-lending. Microenterprise lenders are of the
view that they need to be able to offer an array of products to clients that will generate
operating revenue for the MFls. It is extremely difficult, and in some cases not
possible, to rely solely on lending operations to be commercially viable.
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As its first intervention in this component area, PRIDE Jamaica began working with
the DBJ and the MFI sector to assess what type of regulatory framework would be
appropriate to address some of the constraints raised above. Arising from an
assessment that PRIDE Jamaica will complete in October 2010, PRIDE Jamaica
anticipates working with a public/private working group to introduce options to
establish a network of MFls, a first step to introducing international best practices for
the sector. Some of the initial results indicate that the MFI sector is still reluctant to
share even basic information amongst themselves, although they all run the risk of
over-lending to the same pool of borrowers.

The MFIs do consider a credit bureau to be important to reduce their risk exposure.
Jamaica did pass legislation during 2010 to license credit bureaus. Additional
implementing regulations are expected in early 2011, after which potential operators
can apply for a license. The legislation does require that groups of users apply to
access credit bureau information, and this will require that the MFI sector arrive at
some type of organizational arrangement if they wish to use a credit bureau service
when it becomes available. If the credit bureau is to be of use to the sector, the MFls
will need to agree on a range of data that they will submit to the credit bureau to
establish a database, and standardize the way that the information is submitted.
These are also important initial steps toward bringing the sector in line with
international best practices.

The long term objective is to improve financial viability of the MFIs and expand and
improve service delivery to their clients. With the phasing of implementation activities,
PRIDE Jamaica began this initiative at the end of the reporting year. PRIDE Jamaica
plans to support the emerging MFI working group to implement the options arising
from the framework assessment.

Another aspect of PRIDE Jamaica’s activities within this component includes
transformational mobile banking. Transformational mobile banking has implications to
potentially reduce transaction costs for both lenders and borrowers, particularly in the
microfinance sector. It also offers the opportunity to bring those members of society
who are presently ‘unbanked’ into the banking population.

Within Jamaica’s current technology platform and legal framework, users do have the
ability to use web-enabled handheld devices to conduct financial transactions via
websites of financial institutions. Jamaica lacks, however, the legal and regulatory
framework and some of the required technology interface to enable handheld devices
to be used to directly settle claims, make payments, and transfer funds without the
website interface®.

During the reporting period, an initiative was started by private and public sector
stakeholders, in conjunction with the University of the West Indies and donors to
consider a framework for transformational mobile banking in Jamaica. As this
public/private partnership got underway with stakeholder consultations in the banking,

" The option to utilize the handheld device to conduct transactions without interfacing with a website of a particutar
institution is what characterizes this as ‘transformational mobile banking.’
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telecommunications and regulatory sectors, it became apparent that several
independent initiatives were underway to explore transformational mobile banking in
Jamaica. Given the potential technology infrastructure costs and the legal and
regulatory framework that will be required, this public/private group is now engaged to
coordinate the various efforts and offer a transparent forum in which to determine the
most cost-effective approaches to offer widespread access to this application.

As part of PRIDE Jamaica’s activities to support wider access to credit to the
microenterprise community, PRIDE Jamaica is working with this public/private
partnership to establish an implementation framework to make transformational mobile
banking a reality in Jamaica. The first phase of this process is underway, with plans
for an invitational symposium in December 2010 to bring together key stakehoiders in
the domestic banking, telecommunications, and regulatory communities. This
symposium shall include targeted approaches presented by implementers from other
markets; a review of the legal and regulatory agenda that Jamaica will need to
address; and the technology platform that will be required to settle transactions. The
outcomes from this symposium will include the implementation strategy and timeline
that the various stakeholders will undertake to implement mobile banking. One of the
key facets to be addressed is the issue of an open platform that a number of operators
will share, versus platforms to be developed, owned, and operated by individual
operators. A number of legal and regulatory aspects will also require suppor,
particularly as these relate to secure transactions, know your customer requirements,
and anti-terrorism laws, all related to financial transactions. PRIDE Jamaica will be
supporting these efforts as the agenda emerges from the symposium. Other donors,
including the IDB, are actively engaged in this activity with PRIDE Jamaica.

PRIDE Jamaica's activities in this component are working toward ensuring that there
are viable financial institutions able to provide credit to the micro and small enterprise
borrower. PRIDE is addressing this by working with public and private sector partners
to reduce costs of lending through information sharing about borrowers, introducing
services to reduce transactions costs (mobile banking), and standardizing the way
microfinance institutions collect information, thereby making it easier for second tier
financial institutions to consider on-lending through microfinance institutions. The
economic impact of these activities will result in rewarding borrowers with a good
repayment history with the option to borrow additional — and larger amounts of - funds
to invest in their businesses and employ more people; bringing some of the unbanked
population into the formal banking system; establishing a credit culture that rewards
repayment of loans; and graduating some of the smaller businesses into the
commercial banking sector as their financial needs expand.

Indicator 4: Number of Public-Private Dialogue mechanisms utilized as a result of USG
assistance

Target for 2010: 3
Actual for 2010: 3"

" The Mobile Banking public-private partnership is one of the public-private dialogue mechanisms contributing to this

target.
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Component Activities During the Next Program Year:

During the next program year PRIDE Jamaica expects to support a range of activities
in this component which are likely to include, among others:

D.

Establish MF! Secretariat: Work with the DBJ, MFI associations and other stakeholders
to establish a secretariat as a self-regulating body that will impiement standardized
reporting and information sharing platforms to improve transparency and facilitate easier
assessment for second tier lenders to consider additional funding to MFIs. Establishing the
secretariat will enable the sector to apply for access to credit bureaus when these are
established.

Support application to credit bureau: Once a MF| secretariat is established and
members agree on standardized reporting and information sharing, the next step is to
apply for use of credit bureau information. Participating in a credit bureau provides
opportunities for MFI lenders to reduce their lending risk, and provide additional credit to
established borrowers.

Support mobile commerce symposium: This will represent the first phase to identify the
legal, regulatory, technological and policy requirements to enable transformational mobile
banking in Jamaica. An implementation plan will be developed to outline the range of
actions to be taken, and across which areas, to bring this platform to fruition.

Implement mobile commerce action plan: As the action plan items are developed,
support activities within the scope of available resources and which are aligned with
PRIDE Jamaica objectives.

Component 4: Legislative Process

During the work planning process it became clear that legislative review and
amendments, in addition to entirely new legislative initiatives would be required to
support implementation activities in almost all of PRIDE Jamaica's component areas.
Some of these initiatives will likely include, among others:

Tax administration: revisions to existing legislation to vest the new tax administration
organization with the authority to operate;

Tax administration: strengthening areas of tax administration enforcement to support
expanding the tax base;

DAP: preparing draft legislation to vest NEPA with its regulatory authorities;

CADR: revising the 1904 commercial alternative dispute resolution legislation to
incorporate international best practices and improve its effectiveness;

ImportVExport: revising legislation in regard to the movement of goods across borders to
align with international best practice; and,

Mobile banking: preparing the legal and regulatory framework to legalize transformational
mobile banking.
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PRIDE Jamaica may use resources to support private sector partners, implementing
agencies, as well as the Office of the Chief Parliamentary Counsel to prepare the
requisite legislation and submissions to ensure that reform activities in other
component areas can proceed.

PRIDE Jamaica also works to leverage resources from other donors to support
activities in project component areas. One example is the support that IDB wili provide
to conduct a legal and regulatory review to determine what existing elements of the
legal and regulatory framework must be amended or developed to support
transformational mobile banking. The results of this work will be incorporated into the
implementation plan that UWI will develop as part of the December 2010 symposium.

Component Activities During the Next Program Year:

As an additional means by which to measure the outcomes of PRIDE Jamaica's
support on legislative items, the project will use milestones to track the status of
various legal and regulatory initiatives that have received project support. The
illustrative table provides an example of how the project will track these initiatives.

lllustrative Legislative Milestone Tracker:

Component Item Status
Tax Policy & Administration Update legislation on | Review of existing legislation
assessment,  collections, & | underway
enforcement

Business Licensing & Other
Competitiveness Areas - DAC

Conduct review of legislative
tramework to support 2 tier
system

Review of existing legislation
underway

Business Licensing & Other
Competitiveness Areas - CADR

Prepare updated legislation for
Commercial Alternative Dispute
Resolution

Drafting instructions completed;
legislation being revised

Access to Credit — Mobile

Establish ‘Know Your Customer’

Identifying existing framework

Banking regulations for mobile banking

transactions

from ancther locaticn to adapt to
Jamaica

o Map legislative tracking process: There is not a readily apparent process to easily
track legislation as it moves through the stages of initiation, development, approval
and enactment. PRIDE Jamaica may map this process in order to propose a system to
improve transparency and track progress.

E. Component 5: Land Policy and Administration

Over the last decade a number of donor funded initiatives were advanced in the area
of Land Policy and Administration in Jamaica. Additionally, the Government of
Jamaica through the National Land Agency and the LAMP programs has made
infroads to address some of the underlying issues regarding land titling and
registration. During work planning discussions with USAID/Jamaica, PRIDE Jamaica
was advised that the mission would work with AID/W to conduct a comprehensive
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review of previous donor activities on land reform and administration in Jamaica.
Given scarce project resources, USAID/Jamaica wants to ensure that any investment
of PRIDE Jamaica resources in this component area will add value and achieve
results.

The review was completed by AID/W toward the end of the annual reporting period.
PRIDE Jamaica engaged technical specialists in land titling through its consortium
member ILS, who worked alongside AID/W and USAID/Jamaica colleagues during the
conduct of the review exercise. The review produced recommendations that
USAID/Jamaica is now considering. As USAID/Jamaica finalizes priorities in this
component area, PRIDE Jamaica will work with USAID/Jamaica to determine how
project resources may be utilized to support work in this area.

SECTION IV
RESULTS

Despite the short, 6 month timeframe of the first contract year, PRIDE Jamaica met
and/or exceeded its results.” One of the important results in the area of tax reform
was the completion of the fully costed modemization implementation plan for the JTA.
This effort was initially begun during 2009 by the Ministry of Finance and other donors,
but sufficient technical resources could not be garnered to complete the preliminary
steps to access the technical assistance that was needed. Shortly after beginning
implementation, PRIDE Jamaica was asked to support JTA to meet what had now
become an urgent requirement within a short timeframe established by the IMF.

The fully costed modemization implementation plan now serves as the document that
will guide JTA’s reform activities over the next 3 years. It also outlines the costs that
the GOJ will have to allocate to ensure that the plan is implemented. Just as
important, it clearly outlines the type and level of resources that JTA must secure from
outside sources to supplement local resources in order for the implementation plan to
be fully funded. PRIDE Jamaica is working with USAID/Jamaica, JTA, and OTA to
garner support from other donors to secure the resources that JTA requires to achieve
the reform objectives. PRIDE Jamaica is also using the modemization implementation
plan to outline its implementation activities to support the JTA reform efforts. As the
present OTA program is expected to come to a close towards the end of the first
calendar quarter in 2011, one of the areas that PRIDE Jamaica anticipates supporting
is the project management activities to ensure that the reform efforts continue in
accord with the required timeframes.

One of the interim milestones completed during the costing exercise was the analysis
prepared by PRIDE Jamaica to recommend that the JTA move forward with a
procurement for a COTS IT system, rather than relying on in-house development of

3 The Results Table in Annex B has been updated to reflect the PMEP indicators that were revised after CARANA
submitted the initial version of this report.
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new software. Based on discussions with other units in the GOJ, it became apparent
that in order for the JTA to implement its reform program in a timely manner,
particularly in order to institute its re-engineered business processes that would be
integrated with a new IT solution, a decision to go the route of a COTS solution
provided the best option. PRIDE Jamaica prepared the analysis and participated in the
presentation of this analysis to the JTA, resulting in the decision to proceed with the
COTS solution. This should reduce implementation time of a new IT system by at least
12 months.*®

In implementing tax administration activities, PRIDE Jamaica interfaces closely with
OTA to ensure that JTA priority implementation areas are focused on; and, whenever
possible, resources from both PRIDE Jamaica and OTA are utilized to accomplish
joint objectives. In addition, PRIDE Jamaica serves as an interface between some
donors and implementing partners and programs to leverage resources, eliminate
redundancies, and maximize impact.

Ongoing support by PRIDE Jamaica to reform activities in licensing and
competitiveness areas has had positive impact on maintaining the joint public private
partnerships that are essential for the successful implementation of reform measures
to take effect. PRIDE Jamaica facilitates interface between stakeholders in both the
construction and the import/export sectors, and provides a neutral environment for
stakeholders to interact on matters of national economic significance in order to
develop consensus on the way forward for gradual reform in these two vibrant sectors.
It is through this level of interface that PRIDE Jamaica also will strategically secure
stakeholders’ endorsement on the degree to which support will be afforded to reform
activities. PRIDE Jamaica’s facilitation of public/private parntnerships assists the
sustainability and success of those initiatives implemented.

The PRIDE Jamaica ACRE Task Force Action Plan provides a structured approach
involving joint public/private stakeholders, and outlines recommendations for activities
that will have short to medium term positive impact on reform in development
approvals. The Action Plan is being utilized as a resource tool by the GOJ during its
periodic revision of its Master Plan document. The GOJ Master Plan is used to guide
reform activities in the development approvals area, and also seeks to leverage
funding from donor and local private sector counterpart sources to support the
implementation activities. The GOJ is currently implementing recommendations
presented by the PRIDE Jamaica ACRE Task Force Action Plan to achieve DAAP
reform objectives. Guided by the Action Plan PRIDE Jamaica is on track with
activities that will inform recommendations as to whether or not a two-tiered system of
development approvals is required, the most immediate of which is a review of the
legislative framework governing development applications review and approval.

The TCSP represents a joint public/private stakeholder consortium from among the
port community with an interest in reform of the import/export sector to reduce the time
and costs to move goods into and out of Jamaica. The TCSP considers improved

18 This presumes that the JTA will obtain the external funding required, per the fully costed implementation plan, to
proceed with the COTS IT solution.
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technology and multi-user interface as the critical mechanism through which agencies
and private sector users will see results. By working with this public/private
partnership, PRIDE Jamaica has provided the group the opportunity to have more
open and transparent discussions to work through the outstanding issues. Using the
results of the import/export mapping exercise, PRIDE Jamaica will support the TCSP
to arrive at the most appropriate solutions to reform the import/export process.

Colleagues across PRIDE Jamaica’s component areas, both public and private sector,
call on PRIDE Jamaica regularly 1o seek support for ongoing and new initiatives.
Demand for support is at such a level that, given overall program resources, PRIDE
Jamaica is developing an objective process to prioritize these requests across all of
the program components. Some of the criteria being developed include whether a
proposed activity fits within a component area; whether the activity will achieve
program targets; and the ability to measure and communicate success.

While Annex B provides Year 1 results information for PRIDE Jamaica’s PMEP
targets, Annex C provides detailed information by indicator for each of the results.

Across all of PRIDE Jamaica’s components, implementation activities, particularly in
the upcoming year, will leverage substantial funds from donors, private sector
partners, and the GOJ to support mutual objectives. In the area of tax policy and
administration, IDB is expected to provide substantial support to enable the
investment in a new IT system to support a modernized tax administration system.
The DAP already incorporates substantial financial buy-in from the ACRE Task Force
— both public and private sector partners. The TCSP has invested heavy human
resources to address the underlying issues that hamper import/export processes. The
mobile banking partnership and the upcoming MFI secretariat will see investments by
donors and the public and private sectors to see the efforts through to fruition. Annex
A provides counterpart contribution information for PRIDE Jamaica’s first year. PRIDE
Jamaica will be tracking these contributions in the upcoming program year and will
provide updated information.

Given current relationships with stakeholders, partners and other organizations, and
ongoing and planned activities for the next year, PRIDE Jamaica should achieve all of
its expected results for the next program year. An important factor will be the timing of
future obligated funds to ensure that activities are implemented sufficiently early in the
program year to enable outputs to be achieved.
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ANNEX A

Counterpart Contributions March — September 2010

Component 1: Tax Policy and Administration

Activity Counterparnt Contribution
JTA Tax Reform JTA: $1,225,518"

Component 2: Licensing and Other Competitiveness Areas
Activity Counterpart Contribution
DAC Monitoring / Operations a) ACRE Task Force: $4000.00
b) NEPA: $18,000.00

v Figure is based on JTA's internal staff costs attributed to implementing activities in the Modernization Implementation
Plan (MIP) during the period March through September 30, 2010. This figure also includes 22 days of JTA staff time in

June and July, 2 persons for each of 9 units per day at $150/day. It also includes 4 days of time in August, 1 person for
each of 9 units per day at $150/day to prepare the MIP.

28|
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ANNEX C

PRIDE Jamaica
USAID/Jamaica Annual Portfolio Review
November 29, 2010

Year 1 (6 months) Annual Results

Indicator 1: Number of policy reforms/regulations/administrative procedures drafted
and presented for public/stakeholder consultations as a result of USG assistance

Target for 2010: 1
Actual for 2010: 2

Component 1: Tax Policy and Administration

1.

Completion of Fully Costed Modermization Implementation Plan - Pride Jamaica completed
the fully costed Modernization Implementation Plan (MIP) to enable the Jamaica Tax
Administration (JTA) to meet an August deadline established by the IMF. The JTA
Steering Committee, representing private and public sector stakeholders, signed off on
this plan. The MIP outlines a list of more than 250 activities that will guide the JTA’s reform
program through 2013. The MIP will also provide the overarching ‘work plan’ for PRIDE
Jamaica’s activities in the area of tax administration. Activities cut across all of JTA’s
operating areas, including tax operations, legal, and audit and assessment, among others.
As the JTA moves toward stand-up of the new agency on April 1, 2011, the organization
will begin the phased process to consolidate its existing structure and move toward its
future state. As the new operating units — Tax Operations, Legal Support, and
Management Services — begin to operate, JTA will apply re-engineered business
processes to support a modern tax administration. The plan outlines an investment in
excess of US$17 million over the next three years by the Government of Jamaica, and
donor support close to US$33 million over the same period to implement the reform
program. A summary by project component is provided in the table below:

JTA Modernization implementation Plan Summary of Costs by Component:

PROJECT COMPONENT JTA COSTS (IN USS$) EXTERNAL (DONOR) COSTS
(IN US$)
Information Technology 6,150,890 18,726,255
Legal 170,250 366,200
Communications 1,171,500 _ 209,851
Tax Operations ' 1,693,200 | 1,254,000
| Training 6,681,400 315,400
!' Structure 15,750 0
Human Resources 435,773 123,500 o
Administration
Facilities 703,035 6,133,355
Project-Change Management 146,300 1,509,100
15% Contingency | 4,295,649
PROJECT TOTAL o $50,101,408




2. Analysis and Recommendation to Support Procurement of Commercial Off the Shelf

(COTS) IT system — A new IT system forms part of the major investment that JTA will
make to implement its reform program. Over the past three years through several major
studies, recommendations were made to JTA to procure a COTS IT system to support tax
reform. The alternative was to rely on Fiscal Services Ltd., a Government of Jamaica
funded agency that presently provides IT support to JTA. Based on further review and
analysis by PRIDE Jamaica while preparing the MIP, it was evident that JTA had not
decided which option to pursue. All of the prior assessments concluded that relying on
FSL to design a new software package to support the JTA reform program would add
infinite risk to implementing tax reform activities in any timely manner. This conclusion was
based on the organizational culture, resources, and overall approach that FSL utilizes to
undertake its activities. In particular, FSL would simply not be able to design and establish
the software platforms required to meet JTA’s timeframes. PRIDE Jamaica conducted a
review of the prior studies, and completed a further brief assessment while preparing the
fully costed MIP. PRIDE Jamaica concluded that the prior assessments were accurate,
and prepared an analysis and recommendation that was presented to the JTA Acting
Commissioner General. The recommendation concluded that JTA could jeopardize its tax
reform efforts if it relied on FSL to design a new IT system, and, therefore, that is was in
JTA’s best interests to plan for a procurement of a COTS system. On the basis of this
analysis and recommendation, JTA has decided to proceed with a procurement of a COTS
system.

Indicator 2: Number of institutions/organizations undergoing
capacity/competency assessments as a result of USG assistance
Target for 2010: 1

Actual for 2010: 1

Component 2: Licensing and Other Competitiveness Areas

Development Approvals Process

1.

Competency Assessment of the Development Assistance Center (DAC) The PRIDE
Jamaica ACRE Task Force is a public/private collaboration established under the PRIDE
Jamaica project that engages in activities to monitor operations at the Development
Assistance Center (DAC) in order to identify process gaps; highlight areas that may
require institutional and/or capacity strengthening; and to streamline activities that support
the effective functioning of the DAC. Working through the ACRE Task Force, PRIDE
Jamaica’s project activities complement those identified reform measures that are being
supported and pursued by the Government of Jamaica (GOJ) to improve the development
approvals process.

PRIDE Jamaica’s ACRE Task Force has developed an Action Plan that outlines those
activity areas that will allow for a systematic and comprehensive review of DAC operations
by the Task Force in parallel to those mechanisms required to support streamlining and
simplifying the process of building applications submission and review, by reducing the
time and costs associated with building construction. The ACRE Action Plan was
developed in accord with the Government of Jamaica's 2008 — 2012 Development
Application Process Implementation Master Plan.

PRIDE Jamaica’s ACRE Task Force has advocated and supported improved processes
across the wider development approvals process and the task force is invited to participate
along with the Government of Jamaica on related business process review activities that
incorporate input by the users of the process.

Results from monitoring and oversight of DAC operation during the pilot phase (August
2010 — March 2011) will help the task force to complete and present an assessment as to
whether or not a two-tiered system of development approvals is



required/relevant/appropriate, or suits the Jamaican environment. Recommendations from
a Legal Opinion prepared by the task force are intended to generate a review of all
legislation governing the approvals process. PRIDE Jamaica anticipates that results from
these two vital activities (monitoring and legislative review) will ultimately be used to guide
and inform a decision for a two-tiered system for development approvals.  The two-
tiered system is expected to establish a simpler approval process for certain types of
development applications (tier 1), with a second review and approval process designed for
more complex approval requests (tier 2). PRIDE Jamaica anticipates that this review of
the legislative framework will be completed by March 2011,

Indicator 4: Number of Public-Private Dialogue mechanisms utilized as a result
of USG assistance

Target for 2010: 3
Actual for 2010: 3

1. ACRE Task Force

Building on the successful public/private coalition model created by the GOJ and the
Jamaica Chamber of Commerce (JCC), PRIDE Jamaica has successfully transitioned a
Task Force comprised of a group of public/private stakeholders who have been directly
involved with development approval reform activities. This approach is pursued in order to
continue the support to those reform initiatives already in progress in the area of
construction and building approvals. This public/private coalition is recognized as the
PRIDE Jamaica Access Communication Reform Efficiency (ACRE) Task Force.

PRIDE Jamaica’s ACRE Task Force comprises Government of Jamaica Ministries,
Regulatory Agencies and Authorities, as well as Professional Associations and
Organizations (architects, engineers, planners, developers, attorneys) involved with
development applications and approvals processes, who bring their collective technical
expertise, strength in advocacy, and commitment to reform, to structured efforts that will
improve Jamaica’s competitiveness in the area of construction permitting and licensing.
As a group, this collaboration represents one of Jamaica’'s most successful efforts at a
public/private partnership, having worked together under various structures consistently for
a period of over 4 years.

PRIDE Jamaica’s ACRE Task Force will continue to employ efforts to reform building
applications processes in order to streamline the approvals process by making the
process more transparent and predictable, while reducing the time to build and the costs
associated with undue delays of construction projects.

2. Trade Community System Partnership (TCSP)

The port community’s Trade Community System Partnership (TCSP) is a public/private port
community stakeholder group that has demonstrated a commitment and urgency to
improving Jamaica's competitiveness in trade and investment specifically by streamlining
and simplifying processes and procedures involved with the importing and exporting and
goods. The TCSP involves a diverse group of stakeholders to include haulage
contractors, shipping lines and agents, manufacturers, port operators, customs department,
and recognizing the various interest that they may have individually, the group has agreed
to allow reform activities to be guided by modermization activities at Jamaica Customs, to,
as best as possible, ensure that the goals and objectives of the partnership are in concert
with the GOJ’s plans (activities) and timelines for import/export reform activities, while
creating a process that engages the business community.

It is anticipated that following the comprehensive mapping exercise, the TCPS will conduct
a detailed and thorough review of the report and processes in order to arrive at consensus



on an approach for the development of procurement solicitation documentation that will
present a system that reduces of the cost and time to import and export.

Through its participation with the TCSP group, PRIDE Jamaica has made
recommendations to the TCSP to as best as possible, ensure that reform efforts are
appropriately targeted and engaged toward specific, achievable objectives.

3. Mobile Banking

It is well recognized that transformational mobile banking — using cell phone technology to
settle payments without website interface - offers a number of opportunities to reduce the
costs of financial transactions, bring more people into the formal banking system, and
potentially expand credit options to micro-entrepreneurs. Jamaica's legal and regulatory
framework is not presently established to enable this type of mobile banking; additional
technology platforms will need to be established to support implementation; and the
question of whether these platforms will be privately or publicly owned are is still to be
considered.

These are only some of the issues that have brought together a group of public and
private sector stakeholders to advance the development and implementation of mobile
banking in Jamaica. This public-private partnership, led by the University of the West
Indies, and joined by members of the local banking and telecommunications sector, along
with representatives from the Development Bank of Jamaica and the Bank of Jamaica,
PRIDE Jamaica, and IADB among others, is working together to identify the legal,
regulatory, technology and policy issues that Jamaica will need to address to establish
fully operational mobile banking.

During the next program year, this public-private partnership will bring together a wider
range of representatives from the private and public sectors, along with representatives
from the international community to complete a full assessment of the actions that need to
be implemented to enable mobile banking. PRIDE Jamaica is providing initial support to
this partnership by funding the development of the action plan that will outline the activities
to be undertaken. Based on the opportunities that mobile banking offers to reduce
transaction costs for microfinance institutions, PRIDE Jamaica expects to support activities
that will establish the legal and regulatory framework to enable mobile banking. PRIDE
Jamaica expects to leverage support from IDB to implement some of the actions from the
implementation plan
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