Customs Modernization Plan

USAID-Funded Economic Governance Il Project

Presented To: USAID
Date: February 26, 2006

Business and Systems Aligned. Business Empowered.”



GCC Modernization Plan - Update

- On February 21, 2006, Finance Minister Ali A. Allawi formally
provided written approval for the GCC Modernization Plan.

- The Plan addresses valuation, information technology, statistical
data collection, trade facilitation, training, an integrity program, and
professional standards.

- There are short-term deliverables and long-term deliverables which
USAID will assist in implementing.

- The implementation of short-term deliverables begins now and
extends until the end of 2006.

- Long term deliverables are for 2007 to 2008.
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GCC Modernization Plan: Short-term (1)

- Increase Revenue by using the World Trade Organization’s (WTO)
“transaction value” price versus “minimum values”, which is the
only agreed system for about 150 countries (and, CPA Order #54).

- Enhance the usage of the revenue-collection systems (ICLS, etc.),
with commodity codes and weekly statistical reporting.

- Balancing Trade facilitation with Revenue Compliance by building
shipper compliance profiles and risk management capabilities.

- Improve technical skills by better using revenue-collection systems
In preparation for implementing a new automated control system.
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GCC Modernization Plan: Short-term (2)

- Improve professionalism of the GCC by immediately introducing an
Integrity program based upon World Customs Organization “best
practices” and the concerning ethical conduct.

- Improving the working environment, with better tools available to
officers, and clear “standard operating procedures”.
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GCC Modernization: Longer-term (1)

- Rebuild legal foundation and structure in accordance with world
standards and best practices.

- Fully implement international HS code and WTO valuation
standards.

- Implement a nation-wide computerized Customs control system.
- Enhance organizational and human resources practices.
- Develop a national enforcement and intelligence program.

- Implement a WTO approved trade facilitation program.
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GCC Modernization — before and after (1)

Before/Now

- Passed through the border with
~ no declaration or Inspection.

- Too many trucks per day pass through
some borders indicating no inspection
or administrative processing time is
possible.

E- Determination that a shipment is
Exempt, with no paperwork filed.

B Corruption Risk
B Fiscal Risk
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GCC Modernization Plan — before and after (2)

Before/Now

No Declaration is submitted.

W - Shipper and Customs agree on the
B declaration and Customs inputs some
data into the Customs Levy system.

@ - Established “minimum values” are
used for valuation.

@ - No invoices are presented.

E - No legal basis for prosecuting false
declarations, since Customs did the
iInput of the data.

B Corruption Risk

B Fiscal Risk
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GCC Modernization — before and after (3)

Before/Now

TranS|ts are not registered and
= are accompanied by 1 or more
soldiers.

A

m No bond or guarantee system
B currently exists.

= No control over bonded
m warehouses or free zones

currently exists.

(Note: there are very few of these currently
but more than 25 are planned for 2006.)

B Corruption Risk
[l Fiscal Risk
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GCC Modernization — before and after (4)

Before/Now

No measurement of how much
m revenue should be collected at
each border currently exists.

® No trained intelligence or
enforcement functions exist.

m No post-entry auditing function
B exists (random or targetted).

g NoO cooperative information
m sharing with neighboring
countries exists.

B Corruption Risk
[l Fiscal Risk
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