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MONTHLY PROGRESS REPORT FOR THE TAX MODERNIZATION PROJECT 

1. Introduction 
 
This progress report covers TAMP II activities during the month of March 2006.  This is 
the nineteenth progress report since USAID extended the TAMP-DAI contract on August 
23, 2004.  The extension period covers September 2004 to June 19, 2006. 
 
These activities are presented in parallel format to the recently submitted revised project 
workplan.  The report first presents highlights of TAMP working during the month.  It 
then reports work progress in the comments column of the tax policy and tax 
administration work schedules..   
 

2. Highlights 
 
TAMP is scheduled to end in June 2006.  Funding for maintaining complete staff is only 
available to the end of May 2006, although there are enough funds available to ensure 
project closedown with a reduced staff.  The COP, DAI/Bethesda backstoppers, and the 
TAMP project manager, as well as others, have been developing the project closedown 
plan.  This will be presented to USAID in the first week of April. 
 
TAMP COP, Mark Gallagher, and Senior Economist, Rajko Tomas, met with the new RS 
Prime Minister, Mr. Dodik.  Topics of discussion included:  how TAMP had assisted the 
Tax Administration of the RS (TARS) in its modernization efforts, and reform of direct 
tax laws.  In particular, the new, proposed personal and corporate income taxes were 
discussed.  Mr. Dodik pledge full support and suggested that these two laws be presented 
to Government as soon as possible and that they then be adopted and entered into urgent 
procedure with the RS National Assembly.  The next week, Rajko Tomas presented the 
two proposed laws to the RS Government, which then made a few comments.  Tomas 
then worked with the Tax Reform Working Group of the RSMOF and TARS to finalize 
the proposals.  These new proposals will be presented again in Government during the 
first week of April, 2006.  PM Dodik wants these two laws enacted in April. 
 
After a long period of review inside the Federation Ministry of Fiancne, and after 
meetings held between TAMP staff and Ministry officials to encourage the finalization of 
the FMOF’s proposal for the new personal income tax, including a meeting with the 
Minister of Finance, Mr, Vrankic, the FMOF finally produced a new proposal that was 
sent to Government (VLada) the last week of March.   
 
The latest proposal includes the following changes, since the the proposed bill sent to the 
Federation parliaments in July of 2005: 
 

1. The pensions are fully exempt  (pensions from BiH and from abroad). (Art.5., 
point 2, and other  articles accordingly).. 



 2

2. Income realized through trade of securities  in capital markets is taxable. (Art.6, 
point 12 is  deleted). 

3. Scholarships are  not taxable. (Art.10,  par.2. item 4 deleted). 
4. Income realized from sale of movable property  is not taxable. (Art. 20 ,par. 1. 

item d.  deleted). 
5. The  Law shall be implemented as of January 1, 2007.  (Art. 50).. 

 
In general, this new proposal should meet all legitimate concerns that were raised during 
the extensive period of public discussion as well as meeting international standard of 
good tax legislation.   
 
Considerable progress was achieved in the area of real estate tax law in Brcko during the 
month.  These efforts had their apex in terms of the law having been sent to the Brcko 
District assembly by Mayor Djapo, and then a presentation of the proposed law was made 
by Messrs, Djapo, Osmanovic, and Tomas to the assembly members on March 20th.  
These was quite active discussion of the law, and it was clear that those in attendance had 
read the proposed law before hand. Although a number of reservations were raised, it 
seems that there is considerable support in the Assembly for this law.  More public 
discussion was called for by Assembly Members, and especially by the Head of the 
Assembly, Professor Tomic. 
 
TAMP staff, particularly Sam Greer and Admir Zajmovic have spent considerable time 
working with the Indirect Tax Administration and the EU-CAFAO team to develop a set 
of useful procedures and regulations (BoR) for the implementation of the articles of the 
VAT law that refer to the refund of VAT to the international community.  In addition, 
TAMP provided USAID with a preliminary report, “VAT Refund System for  Diplomatic 
and Official International Community:Mini Assessment Preliminary report.” 
 
Due to this diversion of attention, TAMP progress in the preparation of a report on 
staffing needs for the Brcko District Tax Administration Agency (TABD) has been 
delayed.  A draft of the report has been completed, is now in review by TAMP and 
CAFAO, and will be finalized before end of April.  
 
 On March 30th, Federation Tax Administration Director, Midhat Arifovic, held a press 
conference and USAID-TAMP's Chief of Party, Mark Gallagher, made a presentation at 
the press conference.  The topic of the press conference was how the BiH tax 
administrations have been greatly improved over the past four or five years and the 
pivotal role that USAID TAMP played in this transformation.  Arifovic and Gallagher 
also discussed future challenges for the tax administrations and the upcoming new 
USAID-funded Tax Reform Activity.  The conference was well covered in BiH news 
media. 
 

3. Policy  

3.1. TAMP work to support attaining immediate term policy targets 
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The following table includes specific work or support activities that are or will be carried 
out by TAMP in support of the immediate policy targets.   The comments column 
indicates activity during the reporting month. 
 
 

Table 1: Supporting Immediate Policy Targets 

Work Persons 
responsible 

Timeframe Comments 

1. Assist FMoF’s 
Fiscal Policy Sector 
in materials 
preparations and 
Q&As regarding 
personal income 
tax 

Bosnic and 
Sahinagic 

To end 
2005 

TAMP`s Sahinagic is helping 
Ministry of Finance with creating 
and analyzing various models for 
revenues. 

2. Assist RSMoF and 
TARS in materials 
preparation and 
Q&As regarding 
personal income 
tax 

Tomas and 
Marjanovic 

To end 
2005 

Tomas actually made the 
presentations to the new 
Government for RSMOF 

3. Dialogue with 
FMoF senior 
counterparts 

Gallagher Ongoing Meet every week.  Extra 
meetings were held once we were 
able to point to real progress in 
RS 

4. Dialogue with 
RSMoF senior 
counterparts 

Gallagher Ongoing Gallagher and Tomas met with 
new PM Dodik.  Tomas had 
subsequent meetings with Dodik, 
as well as with new Minister of 
Finance, Zombic 

5. Assist FMoF’s 
Fiscal Policy Sector 
in materials 
preparations and 
Q&As regarding 
corporate income 
tax 

Bosnic and 
Sahinagic 

To end 
2005 

Minister of Finance says he now 
will submit new CIT proposal as 
soon as the RSNA approves its 
own CIT. 

6. Training in Tax 
Policy III in Brcko 

Bosnic and 
Sahinagic 

Oct 2005 Tax Policy Training IV is 
scheduled for TAMP team in 
English first week April 

7. Training in Tax 
Policy III in RS 

Tomas and 
Marjanovic 

Nov 2005 Training completed in Banja 
Luka in November 2005. 

8. Training in Tax 
Policy III in 
Federation 

Bosnic and 
Sahinagic 

Jan 2006 Seminar in FMOF Jan 31 and 
Feb. 2, 2006.  Participants from 
EPPU also were in the seminar. 



 4

Work Persons 
responsible 

Timeframe Comments 

9. Direct Tax 
Commission 
coordination 

Gallagher, 
Bosnic, 
Sahinagic 

At least 
monthly to 
end of 
project 

no meeting held in March 

10. Provide support to 
USEmbassy in its 
policy dialogue 
regarding personal 
income tax in 
Federation 

Gallagher, 
Bosnic, 
Sahinagic 

To end of 
2005 

No activity 

11. Provide support to 
USEmbassy and 
OHR in policy 
dialogue re 
corporate income 
tax in BiH 

Gallagher, 
Bosnic, 
Sahinagic, 
Tomas, 
Marjanovic 

To end of 
2005 

No activity 

12. Provide support to 
USEmbassy in its 
policy dialogue re 
personal income 
tax in RS 

Gallagher, 
Tomas, 
Marjanovic 

Nov and 
Dec 2005 

No activity 

13. Review of Brcko 
comprehensive 
income tax law and 
make 
recommendations 
for its 
harmonization with 
Entity laws 

Tomas Jan – Feb 
2006 

We suggest that this should be 
postponed to TARA 

14. Hold workshop in 
Brcko on income 
tax harmonization 

Tomas Mar 2006 We suggest that this should be 
postponed to TARA 

15. Provide assistance 
in drafting 
legislation to 
amend Brcko’s 
current income tax 
law 

Tomas Mar 2006 We suggest that this should be 
postponed to TARA 

16. Provide support to 
Brcko District in 
the legislative 
process for the 
income tax 
amending 

Tomas Mar – Apr 
2006 

We suggest that this should be 
postponed to TARA 



 5

Work Persons 
responsible 

Timeframe Comments 

legislation 
17. Assist Brcko to 

amend its BoR for 
the income tax law 
changes 

Tomas Apr 2006 We suggest that this should be 
postponed to TARA 

18. Continual review 
and revision of 
proposed property 
tax legislation in 
Brcko 

Tomas and 
Gallagher 

Nov 05 – 
Mar 06 

All TAMP recommended 
changes have been accepted. 

19. Participate in 
public hearings and 
events regarding 
Brcko property tax 

Gallagher, 
Tomas, and 
Marjanovic 

Nov 05 – 
Mar 06 

Public presentation to the Brcko 
District Assembly was held on 
March 20th. 

20. Finalize Computer 
Assisted Mass 
Appraisal system 
for Brcko property 
tax 

Gallagher 
and Tomas 

Dec  2005 Completed 

21. Draft BoR for 
Brcko property tax  

Gallagher, 
Tomas, 
review and 
input from 
Greer 

Apr 06 This will await enactment of 
legislation. 

 
 

3.2. TAMP work to support longer-term policy targets 
 
The following table includes specific work or support activities that are or will be carried 
out by TAMP in support of the longer term policy targets.   The comments column 
indicates activity during the reporting month. 
 

Table 2: Supporting Longer-Term Policy Targets 

Work Persons 
responsible 

Timeframe Comments 

1. Produce analysis of the 
pensions contributions 
system in BiH 

Tomas, Bosnic, 
Sahinagic, and 
Marjanovic 

Nov 05 -
Jan 2006 

Completed.  Discussions 
held with FMOF 
Assistant Minister 
Hadzimehanovic 

2. Discuss draft legislation 
on direct taxes and fees 
(DTL) in Federation 

Gallagher Jan 2006 We suggest that this 
should be postponed to 
TARA 



 6

Work Persons 
responsible 

Timeframe Comments 

with DTC  
3. Discuss DTL with 

counterparts in 
Federation 

Gallagher and 
Bosnic 

Jan 2006 We suggest that this 
should be postponed to 
TARA 

4. Develop proposals for 
further elimination and 
simplification of taxes 
and fees in RS 

Tomas Jan 2006 Initial draft prepared. 

5. Discuss RS tax 
simplification and 
elimination proposals 
with DTC 

Gallagher and 
Tomas 

Feb 2006 We suggest that this 
should be postponed to 
TARA 

6. Discuss RS tax 
simplification and 
elimination proposals 
with RS counterparts 

Tomas Mar 2006 We suggest that this 
should be postponed to 
TARA 

7. Develop précis on 
possible model for 
moving all personal and 
corporate income tax 
administration to super 
entity level 

Greer and 
Gallagher 

Apr 2006 We suggest that this 
should be postponed to 
TARA 

8. Discuss précis on 
moving tax 
administration to super 
entity level with DTC 

Greer and 
Gallagher 

Apr 2006 We suggest that this 
should be postponed to 
TARA 

9. Report to DTC progress 
in property taxation in 
Brcko and lessons for 
extension to rest of BIH 

Gallagher Apr 2006  

10. Develop system for 
merging disparate data 
sources for Brcko 
property tax mass 
appraisal CAMA 

Nihad Zivojevic Apr – May 
06 

This must await actual 
enactment of legislation, 
but CAMA paper has 
chapter on the topic. 

11. Hold seminars for 
application of the 
CAMA in Brcko 

Gallagher, 
Tomas, 
Zivojevic 

Apr – May 
06 

Repeated in brief at the 
March 20th meeting with 
BD Assembly 

12. Provide continuing 
support for property tax 
implementation in Brcko 

Tomas, 
Zivojevic 

Apr – May 
06 

Ongoing 
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4. Tax Administration 
 

4.1. TAMP work to support immediate-term targets 
 
The following table includes specific work or support activities that are or will be carried 
out by TAMP in support of the immediate tax administration targets.  The Comment 
column indicates activity during the month. 
 

Table 3: Supporting Immediate Tax Administration Targets 

Work Persons 
responsible 

Timeframe 
 

Comments 

1. Assist TARS Staff in 
developing Tax 
Declaration Forms and 
Instructions for 
Withholding  

Drakulic, 
Zivojevic, 
Greer 

Nov -Dec 
05 
 

This must await actual 
enactment of legislation. 

2. Assist FMOF & FTA 
Staff in developing Tax 
Declaration Forms and 
Instructions for 
Withholding  

Zivojevic, 
Greer, 
Zajmovic 

Nov - Dec 
05 
 

 

3. Assist TARS in 
developing IT systems for 
processing new 
Withholding Declarations 

Drakulic, 
Tomic, 
Zajmovic 

Jan - Apr 
06 
 

 

4. Assist FTA in developing 
IT systems for processing 
new Withholding 
Declarations 

Vuleta, 
Zivojevic, 
Hasovic, 
Zajmovic 

Jan - Apr 
06 
 

 

5. Training of TARS Staff 
and assisting in 
development of materials 
for public education 
regarding Withholding  

Tomas, 
Marjanovic 

Ongoing  

6. Training of FTA Staff 
and assisting in 
development of materials 
for public education 
regarding Withholding  

Bosnic, 
Sahinagic 

Ongoing  

7. Assist RSMOF and 
TARS Staff in developing 
Tax Declaration Forms 
and Instructions for new 
PIT & CIT. 

Drakulic, 
Zivojevic, 
Greer 

Nov - Dec 
05 
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Work Persons 
responsible 

Timeframe 
 

Comments 

8. Assist FMOF and FTA 
Staffs in developing Tax 
Declaration Forms and 
Instructions for new PIT 
& CIT 

Zivojevic, 
Greer 

Nov - Dec 
05 

 

9. Training of TARS Staff 
and assisting in 
development of materials 
for public education in 
support of the new PIT & 
CIT 

Tomas, 
Marjanovic 

Ongoing  

10. Training of FTA Staff 
and assisting in 
development of materials 
for public education in 
support of the new PIT & 
CIT  

Bosnic, 
Sahinagic 

Ongoing  

11. Assist FTA in developing 
IT systems for processing 
the new PIT & CIT 
Declarations 

Vuleta, 
Zivojevic, 
Hasovic, 
Zajmovic,  
Greer 

Jan - Apr 
06 

 

12. Training in FTA for 
managing the 
administrative aspects of 
a Tax Inspection (Tax 
Audit) program  

Greer Mar 06 Training course and 
materials are ready for print.  
FTA was not ready for 
training.  Now trying to 
schedule for early May. 

13. Assist TARS in 
developing administrative 
& IT programs to identify 
and track taxpayers to be 
considered for audit  

Tomic, 
Drakulic, 
Zajmovic, 
Greer 

Jan - Apr 
06 

Program for tracking audit 
cases is finished and 
awaiting feedback from TA. 
Test run was conducted, 
programs improved, and 
basic reports added. 

14. Assist TARS in 
developing enforced 
collection selection and 
case management. 

Tomic, 
Drakulic, 
Zajmovic, 
Greer 

Mar - Apr 
06 

Work initiated and 
development is underway. 

15. Assist FTA in transition 
of taxpayer accounts to 
new database  

Vuleta, 
Hasovic, 
Zivojevic 
Zajmovic, 

Jan 06 10 new branches added in 
March. Taxpayers accounts 
are transferred for 64 
Branch Offices. The 
accounts in the remaining 9 
BOs are being prepared for 
transfer. 
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Work Persons 
responsible 

Timeframe 
 

Comments 

16. Assist in connecting FTA 
Offices that are planned 
for wireless network with 
backup communications 
alternatives 

Culov, 
Fejzic 

Mar 06 All TA offices planned for 
MW are online except two 
Br.  offices in Tuzla Canton 
that have ISDN lines.     
Orasje Branch re-located 
and TAMP will assist in re-
establishing MW links. 

17. Assist in connecting the 
FTA offices that will not 
have wireless network 
availability with PTT or 
other service providers  

Culov, 
Fejzic 

Jan 06 All FTA Branch Offices are 
connected to FTA Wide 
Area Network except Orasje 
Branch due to recent move.  
TAMP will help re-establish 
MW link. 

18. Expand FTA CPC input 
from Branch Offices and 
enhance CPC operations 

Vuleta, 
Hasovic, 
Zivojevic 

Ongoing TAMP helped FTA in 
moving servers from TAPC 
to FTA HQ.  Some issues 
regarding new processors 
with HT support have been 
solved. An IT tool was 
developed for transfer of 
balances from temporary 
TIN to permanent TIN. 

19. Assist all TA staffs in 
implementing and 
upgrading MW 
communications.  

Culov, 
Fejzic 

Ongoing  

20. Assist FTA in changing 
existing TP registration to 
on-line registration. 

Fejzic, 
Hasovic 

Nov 05 -
Apr 06 

TAMP is providing 
assistance to TA’s regarding  
data flow between TAs and 
Registration Courts 

21. Assist FTA in MIS Vuleta, 
Zivojevic 

Feb 06 Vuleta and Zivojevic 
assisting Mirha Hadziabdic 
(FTA IT) in making MIS. 

22. Assist FTA in testing and 
documenting all software 
in use that was developed 
by TAMP 

Hasovic, 
Zajmovic, 
Vuleta 
 

Ongoing  

23. Optimize all applications 
for FTA and TABD 

Hasovic Apr 06 Systems security: Program 
developed and tested to 
imprint ID (barcoded) of the 
person generating any 
document (e.g., copy of tax 
card) for distributon. FTA 
will implement in April.  
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Work Persons 
responsible 

Timeframe 
 

Comments 

24. Prepare documentation 
for communications 
hardware and software. 

Zajmovic, 
Culov, 
Fejzic 

Apr 06  

25. Assist in adaptation to MS 
SQL of the TARS 
database. 

Drakulic Dec 05 Completed. 
 

26. Redesign Taxpayer Card 
application.  

Drakulic Jan 06 Completed.  

27. Assist in redesigning the 
application for Final 
Decision Letters. 

Drakulic Mar 06 Completed with basic 
functionality. Additional 
improvement are 
progressing. 

28. Improve system for tax 
accounting 

Drakulic Mar 06 Work underway to make 
Tax Cards easier to use and 
to enable automation of 
Taxpayer Certifications. 

 
 

4.2. TAMP work to support longer-term targets 
 
The following table includes specific work or support activities that will be carried out by 
TAMP in support of the longer-term tax administration targets.  The Comments column 
indicates activity during the reporting month. 

 

Table 4: Supporting Longer-Term Tax Administration Targets 

Work Persons 
responsible 

Timeframe Comments 

1. Assist TARS in 
developing IT systems 
for processing new Tax 
Cards for Individuals 

Drakulic, 
Tomic 

Apr 06  

2. Training regarding use 
of IT systems for 
Withholding 
Declarations in RS 

Drakulic, 
Tomic 

Apr 06  

3. Training regarding use 
of IT systems for 
Withholding 
Declarations in FTA 

Zivojevic, 
Vuleta 

Apr 06  

4. Training of FTA Staff 
and assisting in 
development of 

Bosnic, 
Sahinagic 

Apr 06  
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Work Persons 
responsible 

Timeframe Comments 

materials for public 
education in support of 
the new PIT & CIT  

5. Assist BD Staff in 
developing Tax 
Declaration Forms and 
Instructions for new CIT 
and PIT, including 
Withholding 

Zivojevic, 
Greer 

Apr 06  

6. Assist TABD in 
developing Withholding 
application. 

Zivojevic, 
Vuleta, 
Zajmovic 

Apr 06  

7. Train TABD Staff and 
assist in development of 
materials for public 
education regarding CIT, 
PIT and Withholding 

Tomas, 
Marjanovic 

Apr 06  

13. Train in TARS, TABD, 
FTA on Tax Inspections 
and Indirect Methods for 
Determining Income  

Greer Nov 05 - 
Apr 06 

Training was provided in 
TARS and TABD,  to be 
scheduled for FTA. 
Materials will be updated 
for new IT laws. 

14. Training in TARS, 
TABD, FTA on 
Inspections for Income 
Tax and Contributions 
Withholding 

Greer Nov 05 -
Apr 06 

This must await actual 
enactment of legislation. 

15. Develop manuals and 
provide training in 
TARS, TABD, FTA for 
Tax Inspection 
Guidelines not covered 
by the specialized 
trainings on Withholding 
& Indirect Methods 

Greer Nov 05 -
Apr 06 

Development in process 
but can not be completed 
until IT laws are enacted. 

16. Assist TARS in 
developing 
administrative & IT 
programs to identify and 
track taxpayers to be 
considered for audit 

Tomic, 
Drakulic, 
Zajmovic, 
Greer 

Apr 06  

17. Design MIR tables and 
assist TARS in 
developing IT program 

Greer, 
Zajmovic, 
Drakulic, 

Apr 06  
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Work Persons 
responsible 

Timeframe Comments 

for MIR on audit 
tracking and audit results  

Tomic 

18. Assist TARS in 
developing User 
manuals for Taxpayer 
identification, tracking, 
and audit results 
monitoring 

Greer, 
Zajmovic, 
Drakulic, 
Tomic 

Apr 06  

19. Provide training to the 
users of administrative 
& IT programs for tax 
audit 

Drakulic, 
Tomic 

Apr 06  

20. Assist FTA and TABD 
in developing audit 
selection systems 

Hasovic, 
Vuleta, 
Zivojevic, 
Greer, 
Zajmovic 

Apr 06  

21. Design MIR tables and 
assist FTA and TABD in 
developing IT program 
for MIR on audit 
tracking and audit results  

Greer, 
Zajmovic, 
Vuleta, 
Hasovic, 
Zivojevic 

Apr 06  

22. Assist FTA and TABD 
in developing user 
manuals in audit 
management 

Greer, 
Zajmovic  

Nov 05 - 
Apr 06 

 

23. Train users of 
administrative & IT 
programs for tax audit 

Vuleta, 
Hasovic, 
Zajmovic 

Apr 06  

24. Assist TARS in 
developing MIR on 
enforced collection case 
tracking and results 

Greer, 
Zajmovic, 
Tomic, 
Drakulic 

Apr 06  

25. Assist TARS in 
developing User 
manuals for enforced 
collection 

Drakulic, 
Tomic, 
Zajmovic 

Apr 06  

26. Provide training to the 
users of administrative 
and IT programs for 
enforced collection 
(TARS) 

Drakulic, 
Tomic 

Apr 06  

27. Assist TARS in 
developing IT program 

Tomic, 
Drakulic, 

Apr 06  
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Work Persons 
responsible 

Timeframe Comments 

for enforced collection 
selection and 
management 

Zajmovic, 
Greer 

28. Assist other TAs in 
developing IT program 
enforced collection 
selection and 
management  

Zajmovic, 
Vuleta, 
Hasovic, 
Greer, 
Zivojevic 

Apr 06  

29. Assist FTA and TABD 
in developing MIReports 
on enforced collection 
case tracking and results 

Greer, 
Zajmovic, 
Hasovic, 
Vuleta, 
Zivojevic 

Apr 06  

30. Assist FTA and TABD 
in developing user 
manuals for enforced 
collection 

Zajmovic, 
Greer 

Apr 06  

31. Train in administrative 
and IT programs for 
enforced collection 
(FTA and TABD) 

Vuleta, 
Zajmovic, 
Hasovic 

Apr 06  

32. Expand FTA CPC inputs 
from Branch Offices and 
enhance CPC operations 

 
Hasovic, 
Vuleta 
 

Ongoing  

33. Advise network 
administrators in all TAs  

Fejzic Ongoing   

29. Assist TAs in 
developing MIS 

Drakulic Apr 06  

30. Establish working group 
of FTA, TARS, TABD, 
CIPS, ITA & Business 
Registration Project to 
establish programs and 
procedures for on-line 
taxpayer registration   

Greer, 
Zajmovic, 
Drakulic 

Mar 06  

 


