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RS Tax Administration, being a constituent part of the RS Ministry of Finance, was established in line with the Law on Tax Administration of Republic of Srpska („Official Gazette of RS“ no. 51/01), in effect as of 24 October 2001, which is governing the basis for implementation and pursuance of tax laws and bylaws in Republic of Srpska, and tax related minor offences, crimes, and respective sanctions.
The Law on Tax Procedure of RS is in effect as of 01 January 2012 („Official Gazette of RS“ no. 102/11), governing organization, competences, rights, and obligations of RS Tax Administration, rights and obligations of taxpayers, regular and enforced collection of tax liabilities, as well as other methods for termination of tax liabilities, tax audit, legal remedies and supervision, and tax related misdemeanors.Our Vision Statement
„Tax Administration of Republic of Srpska vision is that of a modernly organized administration serving as pillar of Republic of Srpska statehood, a highly professional and efficient organization, dynamic, open, and enjoying respect of taxpayers, the Republic of Srpska Government, and of public in general.“

In line with the provisions of above said Law, TARS is in charge of: registration and identification of taxpayers, tax assessment, supervision over application of tax regulations, regular and enforced collection of all taxes, control of calculation of gross salaries of employees in line with laws and provisions of the General Collective Agreement, identification and prevention of criminal offenses and tax related misdemeanors and reporting to the competent prosecutor’s office, managing of the first-instance tax proceedings, statement of measures and sanctions for tax related misdemeanors, keeping tax records and tax accounting, managing the Fiscal Register of Real Estate, and other prescribed registers, public information and education of taxpayers, issuing certificates from relevant records, and reporting.Our Mission Statement
„Our mission is to consistently, impartially, and efficiently collect public revenues thus providing service to both, the Republic of Srpska and its citizens.“


In line with the Rulebook on C Internal Organization and Systematization of Positions in RS Tax Administration („Official Gazette of RS“, no 49/12 and 11/13), the following basic organizational units were established: Head Office, Regional Centers, Local Offices, and Temporary Offices.
RS Tax Administration Head Office is in charge of coordination, surveillance and control over operations and unified implementation of tax policy, and to that extent, the provision of professional assistance and education to employees at all organizational levels.
The Head Office incorporates the following organizational units:
· Expert Management Affairs Department,
· Audit, Investigations, and Intelligence Sector,
· Tax Collection Management Sector,
· Taxpayer Service Sector,
· Information Technologies Sector,
· Central Tax Documentation Processing Sector,
· Human Resources Sector, and
· Common Affairs Sector.
The following Regional Centers were established, as basic organizational units within RS Tax Administration, with the sector status:
· Regional Center Banja Luka, seated in Banja Luka,
· Regional Center Prijedor, seated in Prijedor,
· Regional Center Doboj, seated in Doboj,
· Regional Center Bijeljina, seated in Bijeljina,
· Regional Center Zvornik, seated in Zvornik,
· Regional Center Sarajevo East, seated in Sarajevo East, and 
· Regional Center Trebinje, seated in Trebinje.





Regional Centers incorporate the following organizational units:
· Audit Department,
· Taxpayer Service and Regular Collection Department,
· Enforced Collection Department,
· Legal and Administrative-Technical Affairs Department,
· Local Offices, and
· Temporary Offices.
Territorial Organization of RS Tax Administration
[image: ]
· 

[bookmark: _Toc353366879][bookmark: _Toc395166966]HUMAN RESOURCES
		On 31 December 2013 TARS had 860 employees, out of which:
· 781 full-time employees,
· 53 part –time employees, and
· 26 apprentices.
During 2013, 25 full-time employees left TARS (due to retirement or another reasons), and at the same time 77 employees were hired, resulting in reduction of part-time employees.
The Rulebook on Changes and Amendments to the Rulebook on Internal Organization and Systematization of Positions in RS Tax Administration (“Official Gazette of RS“ no. 111/13) was issued and adopted at the end of 2013, providing for 163 positions with 820 staff.
Educational structure of staff is as follows:
· 514 with university degree,
· 74 with postsecondary level of education,
· 241 with secondary level of education, and 
· 31 other.

Age structure of staff is as follows:
•	11,86% staff in age group 21 to 30,
•	19,30% staff in age group 31 to 40,
•	15,81% staff in age group 41 to 50,
•	45,70% staff in age group 51 to 60, and
· 7,33% staff in age group 61 to 65.

Having recognized employee education as an extremely important aspect in realization of set tasks and objectives, TARS provided its staff a possibility to expand their knowledge and exchange experiences in different segments of tax policy through various types of seminars, trainings, and other similar events.
In 2013, 42 internal and external trainings have taken place, enveloping 633 participants/staff members.
[bookmark: _Toc353366880][bookmark: _Toc395166967]
TAXPAYER TREATMENT
Being an institution in charge of collection of public revenues and implementation of laws and regulations, as well as provision of services to taxpayers, RS Tax Administration has the obligation to consistently, efficiently, and impartially implement all laws pertinent to the Tax Administration’s scope of work, as well as to provide quality services to taxpayers and timely inform the public on all current affairs in the field of tax policy in order to improve the level of voluntary compliance.
[bookmark: _Toc283719739][bookmark: _Toc353366881][bookmark: _Toc395166968]Taxpayer information and media activities
In 2013, the Taxpayer Services Sector had the following number of contacts with taxpayers:
	[bookmark: OLE_LINK2]Type of Contact
	2013 Plan
	2013 Actual
	2012 Actual
	Plan against Actual
	Index
13/12

	Personal contact in TARS premises
	500
	496
	704
	99%
	70

	Telephone
	12.000
	14.237
	17.063
	119%
	83

	E-mail
	800
	1.030
	966
	129%
	107

	Correspondence
	300
	289
	355
	96%
	81

	Designated topic meetings
	4
	14
	13
	350%
	108

	Taxpayer seminars
	4
	13
	6
	325%
	217

	Public information in cooperation with TARS spokesperson
	10
	7
	25
	70%
	28

	Public notification for 2012 tax filing season
	1
	2
	1
	200%
	200

	2012 Tax Calendars
	3
	6
	3
	200%
	200

	Tax Guides and leaflets
	-
	-
	-
	-
	-

	Opinion polls
	4
	-
	2
	-%
	-

	Web Page information
	100
	140
	149
	140%
	94


The Table above shows that 13.726 various taxpayer services were planned for 2013, whereas 16.234 were realized, namely the plan was exceeded by 18%. Relative to 2012, the level of services provided to taxpayers is lower by 16%.
Throughout 2013, we have worked to improve the quality of services provided to taxpayers through our web site, www.poreskaupravars.org, where we posted and provided access to all relevant information pertaining to tax policy. We had a proactive approach in delivery of services aiming to boost voluntary compliance. To that end, we have improved services provided through seminars, trainings, meetings with taxpayer community, and web publications, we exceeded the plan as well as 2012 actuals.  We established cooperation with the RS Chamber of Commerce in reference to taxpayer training and education.
Quality of the Web Page and its contents is illustrated through the number of hits. Namely, there were 389.447 hits on our web page. The highest number of hits was noted in February and March due to the fact that most tax returns are due by the end of the first quarter, notably, we have exceeded the last year’s results by 14%.
[bookmark: _Toc243897542]In 2013, RS Tax Administration had 224 media appearances, out of which 142 pertaining to Head Office public addresses, and 82 of those made by the Regional Centers. The figure does not include press articles, namely 84 published throughout 2013.
Both, media and general public, were mostly interested in issues concerning collection of real estate tax, the largest tax debtors, inspection of fiscal cash register receipts, reports filed to competent Prosecutors, and such like.
Continuous and updated information was made available to the media and the public in general through publication of lists of debtors, audit plans and results, public revenue collection figures, as well as information on (de)registration of taxpayers.
[bookmark: _Toc353366882][bookmark: _Toc395166969]Registered and De-registered Taxpayers
RS Tax Administration registered 45.195 new taxpayers in 2013, whereas 2.913 taxpayers were de-registered.
	Taxpayers
	Registered
	De-registered

	Legal persons
	1.432
	419

	Physical persons (entrepreneurs)
	3.132
	1.648

	Citizens
	37.091
	283

	Other*
	3.540
	563

	TOTAL
	45.195
	2.913


** Ex-officio (de)registration of branch offices of legal persons from FBiH and Brcko District, foreign diplomatic missions, aliens, and non-residents.
	Until and inclusive of 31 December 2013, 1.807.413 taxpayers were registered with the Tax Administration, out of which:
· 27.573 legal persons, branch offices excluded,
· 45.067 entrepreneurs, branch offices excluded,
· 1.688.926 citizens, and
· 45.847 other.
[bookmark: _Toc253040845][bookmark: _Toc282669805]

[bookmark: _Toc283719741][bookmark: _Toc353366883][bookmark: _Toc395166970]MAJOR RESULTS OF THE RS TAX ADMINISTRATION С
[bookmark: _Toc353366884][bookmark: _Toc395166971]Collection of Public Revenues
[bookmark: OLE_LINK4][bookmark: OLE_LINK5]In 2013, RS Tax Administration collected BAM 2,057 billion in public revenues. In addition to collection via public revenue accounts, the total amount above includes BAM 7,63 million collected in RS internal debt bonds. The level of realization of the 2013 collection plan is 99%, whereas relative to 2012 actuals, 11,77 million more have been collected, i.e. 1%.
	#
	TYPE OF REVENUE
	Budget Amendments (A)
	Realized (R)
	R/A
	13/12
	Difference
(2013-2012)

	
	
	2013
	2013
	2012
	
	
	

	1. DIRECT TAXES
	421.827.910
	431.537.663
	418.926.590
	102%
	103
	12.611.072

	1.1.
	Personal Income Tax
	266.204.767
	261.670.589
	263.685.648
	98%
	99
	-2.015.059

	1.2.
	Corporate Income Tax
	118.119.000
	134.015.649
	128.569.456
	113%
	104
	5.446.193

	1.3
	Tax on use, holding, and bearing of goods
	11.315.000
	11.599.137
	11.225.740
	103%
	103
	373.397

	1.4.
	Real estate tax, 
property taxes
	26.189.143
	24.252.287
	15.445.747
	93%
	157
	8.806.540

	2. CONTRIBUTIONS
	1.345.200.000
	1.311.458.893
	1.320.800.282
	97%
	99
	-9.341.389

	2.1.
	Pension and Disability Insurance Fund
	758.400.000
	716.460.614
	705.297.223
	94%
	102
	11.163.391

	2.2.
	Health Insurance Fund
	491.000.000
	501.233.118
	520.460.345
	102%
	96
	-19.227.227

	2.3.
	Child Protection Fund
	52.700.000
	53.522.684
	54.604.822
	102%
	98
	-1.082.138

	2.4.
	Employment Bureau
	39.500.000
	36.310.144
	36.823.489
	92%
	99
	-513.345

	2.5.
	Fund for employment of disabled persons
	3.600.000
	3.932.333
	3.614.403
	109%
	109
	317.930

	3. OTHER PUBLIC REVENUES
	319.199.647
	310.513.581
	299.492.165
	97%
	104
	11.021.417

	3.1.
	Fees and charges
	205.515.902
	190.990.192
	195.155.085
	93%
	98
	-4.164.893

	3.2.
	Charges for organization of games of chance
	14.984.000
	16.354.813
	14.624.361
	109%
	112
	1.730.452

	3.3.
	Fines
	20.044.100
	19.494.594
	19.668.033
	97%
	99
	-173.439

	3.4.
	Other revenues
	50.201.934
	38.284.202
	38.176.403
	76%
	100
	107.799

	3.5.
	Concession fees
	28.453.711
	45.389.780
	31.868.282
	160%
	142
	13.521.498

	4.
	PAST DUE LIABILITIES IN INDIRECT TAXES
	1.871.814
	3.512.275
	6.030.742
	188%
	58
	-4.164.893

	TOTAL PUBLIC REVENUES MANAGED BY TARS
	2.088.099.371
	2.057.022.411
	2.045.249.779
	99%
	101
	11.772.632


The highest growth rate in regards to collected direct taxes, relative to the last year, is noted in real estate tax (57%). In addition, collection rate is 4% higher relative to 2012 in corporate income tax, and 3% higher with regards to tax on use, holding, and bearing of goods.
Revenues collected in connection with social insurance funds are at the last year’s level, i.e. BAM 1,31 billion have been collected. More details on the social insurance funds’ revenues are available in the next Chapter.
In regards to the other public revenues category, notably, concession fees collection has increased by 42%, and that regarding organization of games of chance by 12%, relative to 2012, whereas other revenue types in the category are at the 2012 level.
Comparison of collection actuals against the plan shows the highest growth rate in the category of other revenues (160% for concession fee), followed by corporate income tax (113% actual/plan), fee on organization of games of chance  (109% actual/plan), and tax on use, holding, and bearing of goods with the actual against plan index of 103%. Collection related actual against planned figures range from 76% (other public revenues) to 98% (personal income tax). Collection of past due indirect tax liabilities in 2013 is BAM 3,51 million, i.e. BAM 1,64 million more relative to plan.
As for public revenues collection by Regional Centers, RC Sarajevo East and RC Banja Luka exceeded the 2013 plan by 7 and 2%. As for other regional centers, actual against plan figures are ranging from 89% (RC Zvornik) to 96% (RC Trebinje). 
Sarajevo East and Banja Luka Regional Centers also exceeded the previous year’s results, an as for other regional centers the rate ranges from 90% (RC Zvornik) to 98% (RC Trebinje).

Out of collected BAM 2.057.022.411 in public revenues, BAM 482,85 million have been allocated through the Treasury account as the source revenue of the RS Budget.
[bookmark: _Toc395166972]Social Insurance Funds’ Revenue
Total collected revenues from social insurance funds in 2013 are BAM 1,31 billion.
2013 social contributions collection plan and actuals
	FUND
	2013 
Plan
	2013
Actual
	2012
Actual
	Actual vs. Plan
	Index 13/12

	Pension and Disability
	758.400.000
	716.460.614
	705.297.223
	94%
	102

	Health
	491.000.000
	501.233.118
	520.460.345
	102%
	96

	Child Protection
	52.700.000
	53.522.684
	54.604.822
	102%
	98

	Employment
	39.500.000
	36.310.144
	36.823.489
	92%
	99

	Employment of Disabled Persons
	3.600.000
	3.932.333
	3.614.403
	109%
	109

	TOTAL
	1.345.200.000
	1.311.458.893
	1.320.800.282
	97%
	99


The Table above shows that the actual against planned rate for collection of contributions for 2013 is 97%. Individually, the rate ranges from 92% (RS Employment Bureau) to 109% (Professional Rehabilitation Fund and employment of disabled persons).
Relative to the previous year, BAM 9,34 million, i.e. 1% less has been collected in social contributions. Pension and Disability Fund collection is 2% higher than in 2012, whereas collection of contribution for employment of disabled persons is higher by 9% relative to the same period last year. Health Insurance Fund collection is 4% lower than in the last year, partly due to reduction in health contribution rate from 12,5% to 12%, accordingly to changes to the Law on Contributions (“Official Gazette of RS”, no. 116/12), whereby the 0,5% difference has been allocated to the Pension and Disability Fund. Contributions pertaining to employment and child care are by 1% and 2^ lower relative to the same period last year.

Throughout 2013, TARS has closely monitored compliance in regards to timely filing and payment of contributions. To that respect, TARS filed 366 minor offense reports against non-filers or those who have reported lower liability.
	Problems due to which minor offense reports have not been filed against non-filers primarily pertain to significant number of irregular tax returns, which have to be corrected retrospectively in contact with the taxpayers, as well as large number of taxpayers who have ceased their operations but have failed to de-register their TIN, large number of taxpayers from the Federation of BiH, and such like.
During the past ten years, collection of contributions has continuously been increasing, from BAM 384 million in 2002, up to BAM 556,8 million in 2005, up to BAM 1,31 billion in 2013, which accounts for almost 64% of total public revenues collected by TARS last year. Such rate of collection is certainly a result of changes in legislation in the field, as well as that of work and effort of the Tax Administration.
As for future, Tax Administration will be facing a specific challenge regarding the maintenance of this rate of collection of contributions and, at the same time, provision of timely and quality services to contribution payers in regards to their respective rights.
Receiving and Processing Tax ReturnsTax declaration constitutes the taxpayer’s report to the Tax Administration pertaining to income produced, expenditures incurred, profit, property, and other facts and documents relevant to establish the tax liability (RS Tax Procedure Law, Article30, Paragraph 1).

[bookmark: _Toc253040849]RS Tax Administration officers received 1.522.593 tax declarations in 2013, including the registration forms for the Fiscal Real Estate Register and declarations pertaining to the Unified System for Registration, Control and Collection for Contributions.
Majority of filed tax declarations pertain to the Monthly Withholding Tax Form 1002, totaling to 893.985. In addition, 87.800 real estate registration forms have been filed in 2013, although the filing deadline for these forms expired on 31 March 2011.
	Actual against planned index for 2013, when it comes to filing, is 100%. 
[bookmark: _Toc267470099][bookmark: _Toc282669809]E-filing
Starting from 2007, TARS introduced the possibility for taxpayers to e-file the monthly withholding tax declarations (MPO-1002). The respective software reduced the number of manually entered and scanned tax declarations.
The Rulebook on Filing Procedure and Method (“Official Gazette of RS“, no. 35/12) foresees compulsory e-filing of the 1002 Form for taxpayers with more than 15 employees, which significantly improved the promptness of tax declaration processing.
During 2013, 549.310 MPO-1002 tax declarations, i.e. 61% of the total number thereof, have been e-filed. The value of personal income tax declared through e-filing is BAM 292,91 million, and BAM  1,61 billion in contributions.
	#
	Item
	2013 Plan
	2013 Actual
	2012 Actual
	Actual vs. Plan
	Index
13/12

	1.
	Number of e-filed declarations
	480.000
	549.310
	530.528
	114%
	104

	1.a
	Number of e-filers
	20.000
	35.955
	19.865
	180%
	181

	2.
	Number of items in e-filed declarations
	8.160.000
	8.698.129
	8.498.279
	107%
	102

	3.
	Amount of tax declared through e-filing [KM]
	240.000.000
	292.910.121
	284.572.745
	122%
	103

	4.
	Amount of contributions declared through e-filing [BAM]
	1.440.000.000
	1.614.493.549
	1.614.036.751
	112%
	100


[bookmark: _Toc353366887][bookmark: _Toc395166974]Unified System for Registration, Control, and Collection of Contributions
As part of the pension system reforms in Republic of Srpska, on 01 January 2010 Tax Administration initiated the implementation of the new Unified system for registration, control, and collection of contributions (USC).
The essence of the new system for collection of contributions is the fact that RS Tax Administration took over the procedure of registration of employers and contribution payers, and the control of reported and executed payments of contributions, and also continued with collection of existing debt, whereas extra-budgetary funds continued to provide services and payments to their beneficiaries. To that extent, RS Tax Administration developed the unified database containing all relevant data and enabling exchange with extra-budgetary funds.
186.929 USC related returns have been received in 2013 (PD3100, PD3110, PD3120, PD3210), whereas 191.878 forms have been entered into PD processing application (certain number of forms entered in 2013 pertain to declarations filed in 2012).
The following Table provides an overview of received USC forms in 2013:
	Type of tax declaration
	2013 Plan
	2013 Actual
	Actual vs. Plan

	PD 3100 - Registration/Change/Deregistration of contributions
	138.467
	158.198
	114%

	PD3110 - Registration/Change/Deregistration of individual payment of contributions
	7.731
	8.917
	115%

	PD 3120 – Registration/Change/Deregistration of contributions in specific circumstances
	3.150
	4.579
	145%

	PD 3210 – Request to deregister contributors
	10.057
	15.227
	151%

	PD 3220 – Request to amend data in the annual contributions certificate
	5.414
	8
	0%

	TOTAL
	164.819
	186.929
	113%


[bookmark: _Toc267470100][bookmark: _Toc282669810][bookmark: _Toc317835467][bookmark: _Toc353366888][bookmark: _Toc395166975][bookmark: _Toc282669812]Fiscal Real Estate Register
According to the Real Estate Tax Law, in application as of 01 January 2012, real estate market value is the basis for taxation.
Activities pertaining to registration of real estate with the Fiscal Real Estate Register began in 2009, and 2,90 million registration forms have been received so far.
2013 Overview of recorded registration forms
for Fiscal Real Estate Register
	Form Title
	2013
Plan
	Received in 
2013
	Actual/Plan

	PFRN – Registration Form
	86.823
	87.800
	101%

	ZUPO – Tax Base Reduction Form
	18.210
	21.824
	120%

	ZOPN – Tax Exemption Form
	18.637
	24.724
	133%

	PNVN – Alteration of Use or Value of Real Estate
	3.465
	1.131
	33%

	PVON – Change of Owner/De-registration of Real Estate
	29.890
	13.400
	45%

	TOTAL
	157.025
	148.879
	95%


The total of 433.112 real estate tax bills have been issued in 2013, namely 867.328 tax bills since the start of application of the Real Estate Tax Law.
	#
	DESCRIPTION
	Amount

	1.
	Total number of registered real estate
	2.837.820

	2.
	Surface of all real estate  (m2)
	19.464.122.116

	3.
	Assessed value of all real estate (BAM)
	44.474.791.254

	4.
	Tax Base reduction- ZUPO Form (BAM)
	9.393.262.295

	5.
	Tax exemption – ZOPN Form (BAM)
	18.281.346.482

	Tax Base (3-4-5)
	16.800.182.476


[bookmark: _Toc353366889][bookmark: _Toc395166976]Implementation of the Integrated Information System (IIS)
RS Tax Administration signed the Contract on procurement and implementation of the integrated information system, on 18 June 2012, with “S&Т SERBIA“ DOO from Belgrade and “SIRIUS“ DOO from Banja Luka. The basic objective of implementation of the IIS is to enable efficient management of public revenues in RS through simplified process of provision of services to taxpayers and public institutions. IIS implementation is expected to result in increased public revenues, and savings in operational costs of TARS.
In connection with IIS implementation activities, 56 staff members are engaged as members of Project Implementation Team who, in addition to their daily duties, also perform complex task pertaining to the IIS implementation. The Project Implementation Team includes a significant number of TARS managers, with Assistant Director for Taxpayer Services Sector acting as Project Leader with the highest and most significant level of engagement.
IIS implementation will take 4 years rolled out in three functional phases.
Accordingly to relevant IIS Project documents and Project Plan timeframe, implementation of the first functional phase commenced on 20.01.2013 to be completed by 29.08.2014. Activities pertaining to this functional phase, in line with ASAP methodology, will include 4 ASAP phases, the first one being the Business Blueprint Development (BBP) phase. 
The start of BBP phase involved the setup of required  computer infrastructure, followed by initial training of project team members, and initial workshops dedicated to BBP document development for the first functional phase related business processes, implemented through the following modules: TRM (receiving and processing tax declarations for the special republic fee, PP-GRT, company fee, PP-KT, and residence fee, PP-IBT), PSCD (tax accounting and payment and filing notices), CRM CM (administrative proceedings pertaining to tax audit, enforced collection, and deferral of tax liability), HR (human resources), official documents management, and a  NON-SAP application for calculation of wages. The business reporting (BI) module was initiated on 22.05.2013.
Given the proposal of the SAP Pre-Project Assessment Team, new project roles have been introduced and TARS appointed the business solution architect.
For the purpose of better quality of master data definition in connection with taxpayers, a master data task team has been set up that prepared BBP document for taxpayer master data.
Predefined control points were used to monitor the BBP realization, including end of task verification by the Project Supervisory Board. The Board verified completion of the 2nd ASAP phase within the 1st Functional on 24.07.2013, whereby BBP phase was completed.
BBP Business Blueprint includes the description of business processes – draft of operations, and is available on TARS intranet (IIS/Documents section).
The Realization Phase, namely the 3rd ASAP Phase within the 1st Functional Phase started on 26.08.2013. At the beginning of the Phase activities were undertaken regarding setup of the basic business processes, which implies setup of SAP standardized functionalities accordingly to TARS requirements stated in BBP documents.
Necessary training was performed, as well as initial entry of master data needed for testing. In addition, basic business processes were tested for all modules within the 1st functional phase.
Since data migration constitutes one of the most challenging tasks of the Project, a team has been setup in charge of development, interface, and migration. Structure of data required for migration has been defined, and activities were initiated towards adjustment of current applications necessary for data migration.
Activities pertaining to setup and testing of functionalities for the First Integration Test have been completed and verified by project teams. Functionalities imply realization of business processes defined under BBP documents. The 1st Integration Test was performed on 24.12.2013 with 90% success ratio, and will be repeated no later than 20.01.2014 following correction of all identified irregularities.
In 2014 we expect to see the completion of the 1st Functional Phase, and the start of the 2nd Functional Phase, on 01.09.2014, which is to be completed by 31.08.2015 according to Project Plan.
[bookmark: _Toc353366890][bookmark: _Toc395166977]Audit, Investigation, and Intelligence
[bookmark: _Toc353366891][bookmark: _Toc395166978]Field and Desk Audits
		RS Tax Administration inspectors were engaged in activities pertaining to control of regularity of taxpayers’ books and records, filing and payment of obligations, as well as assessment of tax.
		There were 4.481 audits in 2013, at TARS level, out of which 167 pertain to large taxpayers.
		In addition to reported, unpaid liabilities, inspectors assessed additional liabilities in the amount of BAM 36,82 million, i.e. BAM 52,88 million including interest. For unpaid portion of liabilities, following audits inspectors have issued decision documents on payment of liabilities for the total amount of BAM 52,36 million (principal debt + interest). In reference to the said decision documents, 164 appeals have been filed.
		BAM 7,25 million, i.e. 13,85% of total liabilities were paid within the voluntary period stated in the decision documents on payment, issued upon field audits. Additional BAM 1,24 million have been collected within the voluntary period as a result of 91 audits.
		Relative to 2012, there were 255 audits more, whereas the actual against plan ratio for 2013 regarding the number of audits is 111%.
	Type of Audit
	Number of Audits
	Actual vs. Plan
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	Plan
2013
	Actual 
2013
	Actual 
2012
	
	

	Field Audits
	1.932
	1.956
	1.675
	101%
	117

	Desk Audits
	2.119
	2.525
	2.551
	119%
	99

	TOTAL
	4.051
	4.481
	4.226
	111%
	106


		In 2.928 audit cases, i.e. 65% of all cases, irregularities were identified pertaining to taxpayers’ operations, whereas for 2.695 audits new liabilities were assessed.
		Following audits, Tax Administration’s auditors have filed 565 minor offence reports for the total amount of BAM 878.453, due to irregularities identified in operations of audited taxpayers. In addition, 50 requests have been filed for initiation of minor offence procedure.
[bookmark: _Toc353366892][bookmark: _Toc395166979]Fiscalization
In 2008, RS Tax Administration started with implementation of the Law on Fiscal Cash Registers („Official Gazette“ of RS, no. 69/07 an 1/11). Objective of the fiscalization process was to balance the status of all taxpayers, regulate the market in RS, reduce grey economy, increase fiscal discipline, and such like.
1.459 initial fiscalization applications were filed in 2012, and RS Tax Administration issued 1.461 decision documents on fiscalization (one part of decision documents on fiscalization pertain to requests filed in 2012).
Since the start of implementation of the Law on Fiscal Cash Registers until 31 December 2013, TARS issued 46.622 decision documents on taxpayer fiscalization, whereas 46.630 initial fiscalization applications were filed (realization level is 99,98%).
Inspectors have conducted 16.414 fiscalization related controls. This figure also pertains to other activities in connection with fiscalization, such as module replacement, de-fiscalization, terminal replacement, change of address of sales outlets, and such like. Actual against planned in the segment of fiscalization controls is 147%, with 21% increase relative to 2012. 
	In addition, 3.366 inspections were conducted in reference to recording of sales via fiscal cash registers, wherefrom plan realization level is 111%. Inspectors are controlling sales registration using fiscal cash registers, software and fiscal seals in the cash register and the terminal, transfer of data via terminal, and control of the software. Noteworthy, the inspectors are also controlling the application of the Decree on Terms and Method of Cash Payment. 
In reference to inspection of recording of sales via fiscal cash registers in 2013, 1.899 minor offence reports were issued for the amount of BAM 1.84 million, out of which BAM 166.491 have been collected in pursuance of 256 reports. 23 requests were filed to initiate minor offense proceedings, and 13 taxpayers were temporarily banned to conduct business. 
2013 Fiscalization Audit Plan Figures
	Type of Control
	Number of Controls
	Actual vs. Plan
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	2013 
Plan
	2013
Actual
	2012
Actual
	
	

	Cash register fiscalization
	11.190
	16.414
	13.542
	147%
	121

	Inspections of recording of sales via fiscal cash registers
	3.023
	3.366
	7.624
	111%
	44

	TOTAL
	14.213
	19.780
	21.166
	139%
	93


[bookmark: _Toc353366893][bookmark: _Toc395166980]Investigations and Intelligence
Throughout 2013, inspectors-investigators have worked to investigate facts and collect evidence on more complex tax related offences and criminal acts subject to tax laws enforced by the Tax Administration. Furthermore, they have submitted reports to competent Prosecutor’s Offices pertaining to reasonable doubt of criminal act being perpetrated in connection with taxes, all in line with the Criminal Procedure Code; they have also provided data and findings to other organizational units of TARS, and other state and inter-state level bodies.
Special investigation activities were aimed to identify hidden income using cash payments to employees, cash deficits, loans to companies, loans disbursed to employees instead of salary payments, unrealistic expenditures, all for the purpose of avoiding taxes.
Out of 27 reports forwarded to the Prosecutor’s Office:
· 11 reports were filed due to reasonable doubt of criminal offense being perpetrated in regards to abuse of office (Article 263 of the RS Criminal Code),
· 5 reports in connection to reasonable doubt of criminal offense being perpetrated in regards to tax and contributions evasion  (Article 287, Paragraph 3 of the RS Criminal Code),
· 9 reports in connection to reasonable doubt of criminal offense being perpetrated in regards to irregular allocation of funds in legal entity (Article 292 of the RS Criminal Code),
· One report in connection to reasonable doubt of criminal offense being perpetrated in regards to fraud in connection with gaining a loan or other benefits (Article 283 of the RS Criminal Code), and 
· One report in connection to reasonable doubt of criminal offense being perpetrated in regards to  forgery or destruction of books and documents (Article 274 of the RS Criminal Code),
with total damage inflicted to the RS Budget in the amount of BAM 5.766.159,15.
91 consultation meetings were held with competent Prosecutor’s Offices where instructions have been provided in regards to further actions in connection with the requests of the Prosecutors.
224 depositions related to audit findings were taken from suspects and witnesses in the process of audit in companies and in line with the order of the Prosecutor’s Office; namely 80 depositions pursuant to the provisions of the Administrative Proceedings Law and 144 depositions pursuant to the Criminal Proceedings Code. In afore mentioned inspections, BAM 2.780.457,86 were assessed in tax liabilities.
During 2013, two inspector-investigators have been subject to disciplinary proceedings and suspension.
[bookmark: _Toc353366894][bookmark: _Toc395166981]Minor Offense Procedure
2.855 minor offense reports were issued in 2013 in reference to all procedures arising from the RS Law on Tax Procedure and other laws regulating minor offense sanctions enforced by TARS, with penalties stated in the amount of BAM 2,97 million. Out of that number 746 reports were approved, with BAM 285.742 collected respectively (BAM 262.136 within legal deadline and BAM 23.606 through enforced collection). 73 requests have been filed for initiating minor offence procedure. 
605 minor offense reports have been issued due to non-filing with total fines amounting to BAM 455.987, whereas 12 reports were issued due to non-payment of tax with the total fines amounting to BAM 9.863,37. In regards to breach of regulations on fiscal cash registers, 1.982 minor offense reports were issued with total fines amounting to BAM 1.67 million, whereas 256 reports have been issued in regards to miscellaneous legal basis with total fines amounting to BAM 836.187.

Relative to 2012, the number of minor offence reports was lower by 2.247, with decrease in collection by BAM 175.324. 
Out of the total number of issued reports, 935 are still in process (for the amount of fines of BAM 896.833), i.e. voluntary payment period extends beyond 31 December 2013.
[bookmark: _Toc353366895][bookmark: _Toc395166982]Decision Documents/Notices on Payment of Due Liabilities
[bookmark: _Toc253040856][bookmark: _Toc282669819]	According to the new RS Law on Tax Procedure, the taxpayer who failed to, fully or partially, file or pay the liability on due date will receive form the Tax Administration a Notice regarding the type and the amount of due tax liability, forewarning the taxpayer to file or pay the liability. For liabilities filed prior to 2012, Tax Administration will continue to issue decision documents for payment of filed, non-paid, liabilities.
	During 2013, 2.591 of the above said decision documents have been issued (in average 36 decision documents per employee), for the amount of liabilities of BAM 10.65 million. Out of that, BAM 241.682 million have been collected within voluntary period (BAM 7.578 pertain to decision documents issued in the preceding period). Taxpayers have filed 30 appeals against the said decision documents. 
31.265 notices have been issued in 2013, in regards to filing or payment of due liabilities (in average 406 notices per employee) for the amount of liabilities of BAM 288,44 million. Taxpayers paid BAM 63,27 million within the voluntary period. 
Relative to 2012, 56% more decision documents/notices have been issued in 2013, with BAM 21.34 million more collected within voluntary period.
[bookmark: _Toc353366896][bookmark: _Toc395166983]Enforced Collection Procedure
48.884 enforced collections were initiated in 2013 pertaining to debt amount of BAM 218,74 million. Out of that amount, BAM 48,72 million were collected in enforced collection in line with 13.017 decision documents, whereas BAM 27,59 million were collected in relation to 4.678 decisions documents from the preceding period.
Relative to 2012, the number of initiated enforced collections was higher by 6.741, as well as the amount of liabilities collected in these procedures, i.e. it was higher by BAM 22,51 million.
Relative to plan, there were 17.125 more enforced collection cases initiated, i.e. 54% above the plan, whereas the collection was 3,5 time higher against the plan.
	
	2013 
Plan
	2013 
Actual
	2012
Actual
	Actual/Plan
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	Number of Procedures
	31.759
	48.884
	42.143
	154%
	116

	Debt, as per EC decision documents (BAM)
	67.052.246
	218.738.167
	171.027.764
	326%
	128

	Collected (BAM)
	21.790.000
	76.317.025
	53.804.231
	350%
	142


Minor offense reports and court decision documents take up the largest share in the structure of EC cases initiated in 2013, namely 52%, whereas decision documents ordering payment of reported liabilities make 38%.
422 mortgages have been registered in 2013 in reference to BAM 50.890.477 in liabilities. In addition, 13 decision documents have been issued on mortgage rejection for the amount of BAM 1.333.705, and 36 decision documents on mortgage cancellation in reference to BAM 923.785 in liabilities. Moreover, 555 proposals were filed by Regional Centers to competent courts regarding registration of mortgage over tax debtors’ real estate for the amount of BAM 48.184.181, as well as 59 requests for cancellation of mortgage for the amount of BAM 8.197.552.
176 proposals were filed to competent courts in 2013 to initiate executive proceedings in connection with taxpayers’ property in regards to liability amounting to BAM 20.06 million, and 2 decision documents have been issued by the courts to initiate executive proceedings pertaining to the amount of BAM 81.249.
Total number of uninitiated EC procedures, as of 31 December 2013, was 65.107 in regards to debt amounting to BAM 13,26 million.

[bookmark: _Toc253040857][bookmark: _Toc282669820][bookmark: _Toc353366897][bookmark: _Toc395166984]Agreements/Decision Documents on Extended Payment of Tax Liabilities
[bookmark: _Toc253040858][bookmark: _Toc282669821]Agreements on debt reschedule in line with RS Government Decisions
BAM 8.66 million were paid in rescheduled debt in 2013, out of which BAM 2.32 million were collected from due reschedule installments, and BAM 6.34 million from internal debt bonds.
Due and unpaid rescheduled liabilities amounted to BAM 18,89 million on 31.12.2013, whereas outstanding debt for all reschedules was BAM 199.50 million. 
2013 plan pertaining to collection of rescheduled debt was fulfilled at the rate of 70%, and in comparison to the last year collection rate was 16% lower for rescheduled liabilities.
Due to taxpayers’ failure to pay due installments in line with the agreements, as well as to their failure to pay current liabilities, RS Tax Administration cancelled 13 agreements in 2013 accounting for BAM 5.29 million in tax liability.
RS Ministry of Finance Decision Documents on Deferred Payment
Accordingly to RS Tax Procedure Law (“Official Gazette of RS“, no. 102/11, 108/11, and 67/13), and the Law on Special Modalities for Tax Debt Servicing (“Official Gazette of RS“, no. 66/13), the RS Ministry of Finance issued 160 decisions documents on deferred payment of tax liabilities, namely for the amount of BAM 58,57 million (the amount includes decision documents which have been abolished meanwhile).
During 2013, BAM 14,67 million have been collected in connection with the above said decision documents, whereas past due liabilities amount to BAM 2,4 million.
In addition, RS MoF issued and TARS received 82 decision documents abolishing the previously issued deferred payment decision documents pertaining to the amount of debt of BAM 13,79 million, due to taxpayers’ failure to adhere to the given terms and deadlines, or to taxpayers having filed for conversion of debt into share in ownership, which automatically abolishes the deferred payment decision documents.
In the same period, TARS received from the RS MoF 378 Conclusions/Decision Documents dismissing/denying taxpayers’ applications for deferred payment in connection with BAM 43,52 million in debt (in case of 42 conclusions/decision documents amount of liability was not indicated), and 29 Conclusions suspending the procedure for extension of payment period in connection with BAM 4,25 million in debt (in case of 8 conclusions/decision documents amount of liability was not indicated).
Moreover, Tax Administration initiated enforced collection in connection with 22 decision documents issued by the RS MoF on one-off deferral of payment of tax liability for the amount of debt of BAM 30,54 million.
Moreover, the Ministry issued 5 conclusions on reversion to prior status for the amount of debt of BAM 234.554, thus abolishing the conclusion to deny the application for deferred payment. 
Relative to the previous year, collection pertaining to the respective RS MoF decision documents increased by 106%, with actual against planned ratio of 108%.
TARS Agreements/ Decision Documents on Deferred Payment
Accordingly to RS Tax Procedure Law and the Law on Special Modalities for Tax Debt Servicing,   the RS Tax Administration issued 93 decisions documents on deferred payment of tax liabilities, namely for the amount of BAM 710.474. At the same time, 11 of the said decision documents have been abolished pertaining to the amount of debt of BAM 44.156. In addition, 17 Agreements signed accordingly to the old Tax Administration Law have been abolished in connection with the amount of debt of BAM 3,47 million, due to taxpayers’ failure to adhere to the provisions of the Agreement.
In pursuance to 240 agreements/decision documents on deferred payment of liabilities (including the one form the preceding period) BAM 1,29 million have been collected in 2013. In connection with the said agreements/decision documents BAM 1,95 million are past due.
The remaining debt in connection with all signed agreements/decision documents on deferred payment is BAM 3,09 million. The amount pertains to all active agreements/decision documents, including the ones for which interest has not yet been calculated, or it has been calculated but not paid.
Relative to last year, collection in this area is 82% lower, whereas actual against plan ratio, for all agreements/decision documents, is 69%.
[bookmark: _Toc353366898][bookmark: _Toc395166985][bookmark: _Toc253040860][bookmark: _Toc282669823]Debt and Overpayments
According to official records of RS Tax Administration, debt balance as of 31.12.2013 was BAM 1,50 billion and overpayments balance BAM 306,31  million.
Comparative overview of debt and overpayments balance for 31.12.2013/31.12.2012
	#
	Period
	Total Overpayment
	Total Debt

	1.
	31.12.2013.
	306.311.798,93
	1.502.371.086,19

	2.
	31.12.2012.
	325.090.434,25
	1.377.759.590,37

	3.
	Difference (1-2)
	-18.778.635,32
	124.611.495,82

	4.
	As percentage
	5,78
	9,04


The above table indicates a tendency of growth of total debt by BAM 124,61 million or 9,04%, whereas the total overpayment is lower by BAM 18,78 million or 5,78% relative to balance as of 31.12.2012.

Data source: TARS Annual Reports for 2007, 2008, 2009, 2010, 2011, 2012 and 2013. Report 03.02.01. ”Public Revenue Collection“ from TARS Report Server
Debt reconciliation against bonds
Pursuant to the Decree on payment of tax liabilities with Republic of Srpska bonds (“Official Gazette of RS“, no: 58/09), which regulates the terms and procedure for payment of due tax liabilities incurred until 31.12.2007, by means of Republic of Srpska internal debt bonds, the RS Ministry of Finance issued 219 decision documents in 2013 for payment of debt by bonds, for the total amount of BAM 7,65 million. The decision documents have been forwarded to TARS regional centers for further action.
[bookmark: _Toc353366899][bookmark: _Toc395166986]Specific Procedures
	Tax Administration is engaged in activities pertaining to the so-called specific procedures, assessment of tax liabilities in all procedures, and reporting on results of initiated and completed specific procedures.
Bankruptcy and Liquidation
	For 115 taxpayers, bankruptcy procedure has been initiated in 2013. Registered receivables amount to BAM 136,91 million, out of which BAM 22,54 million were endorsed.  BAM 2,09 million have been collected in 2013 in reference to all initiated bankruptcy procedures.
	In 2013, liquidation procedure has been initiated for 177 taxpayers. The amount of registered receivables was BAM 1,39 million, out of which BAM 808.899 were endorsed. In regards to all liquidation procedures (initiated in 2013 and prior to it), BAM 64.562 have been collected.
Decision documents for initiation of bankruptcy and liquidation have been delivered to regional centers, activities and tasks were respectively coordinated in regards to registration of receivables and recording thereof in taxpayer cards.
Moreover, an analysis has been prepared in regards to all initiated bankruptcy procedures from 2002 until 31.12.2013. Out of the 1.158 cases in total, 860 have been completed, 24 have been suspended, and 274 are still in process. Out of 2.157 initiated liquidations, 1.728 have been completed, 313 have been suspended, and 116 are still in process.
Insolvency
Six taxpayers have been declared insolvent in 2013, with BAM 82.395 of temporarily uncollectible liabilities.
Write-off of receivables on the grounds of bankruptcy and statute of limitation
	Following completion of bankruptcy related court procedure, Tax Administration issues a decision document on irrecoverable tax arrears from the respective taxpayer, i.e. debtor.
	90 decision documents were issued in 2013 on irrecoverable tax liabilities in connection with bankruptcy procedure, for the amount of BAM 47,85 million. In addition, 277 decision documents have been issued on irrecoverable tax liabilities based on statute of limitation, for the amount of BAM 1,79 million, as well as 93 decision documents based on interest write-off for the amount of BAM 613.193.
[bookmark: _Toc353366900][bookmark: _Toc395166987]Certificates Issued to Taxpayers
[bookmark: _Toc267470125]Tax Certificates 
		Tax Administration issued 35.748 tax certificates in 2013. In addition, 174 Conclusions were issued on rejection/suspension of tax certificate requests and 19 decision documents on denial of tax certificate request. Total amount received in the process of issuing of tax certificate was BAM 22,81 million.
[bookmark: OLE_LINK17][bookmark: OLE_LINK18]		Additional 36.474 certificates have been issued in 2013 for other purposes, out of which 6.340 pertain to data from the Unified system for registration, control, and collection of contributions, and 30.134 to other purposes (child support allowance, etc.).
		15.019 requests were received for the purpose of inspection of contributions payments for the purpose of de-registration of contribution payers. Respectively, 15.014 decision documents have been issued, and BAM 21,63 million in social contributions have been collected as the result thereof.
		2013 actual against planned ratio, in terms of issuing of certificates, is 50%, and relative to 2012 the amount of issued certificates was higher by 1.039.
Certificates Issued in 2013
	
	Number of tax certificates
	Actual vs. Plan
	Index
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	2013 
Plan
	2013 
Actual
	2012 
Actual
	
	

	Legal persons
	15.122
	22.212
	24.081
	147%
	92

	Entrepreneurs
	5.102
	7.777
	9.370
	152%
	83

	Citizens
	154.612
	57.247
	52.746
	37%
	109

	TOTAL
	174.836
	87.236
	86.197
	50%
	101


Certificates issued in reference to TIN de-registration
3.082 requests were filed in 2012 pertaining to de-registration of TIN (including 10.409 open cases from the previous period). Respectively 3.044 certificates have been issued.
Lower number of issued TIN de-registration certificates could be interpreted by the fact that all tax liabilities must be paid in full before a certificate can be issued to taxpayer, and that, accordingly to the provisions of the RS Tax Procedure Law, an audit is to be conducted prior to de-registration.
10.447 requests have not been processed in full in regards to TIN de-registration, namely for  1.902 thereof tax assessment procedure has been initiated, for 2.228 tax assessment procedure has been completed, whereas 6.317 requests have not yet been addressed.
In regards to the TIN de-registration procedure in 2013, BAM 159.080 have been collected in regular procedure, whereas BAM 39.545 were recovered through enforced collection.
[bookmark: _Toc283719756][bookmark: _Toc353366901][bookmark: _Toc395166988]Tax Appeals – First Level of Appeals
TARS Regional Centers received 2.131 appeals in 2013 pertaining to all procedures in connection with the RS Tax Procedure Law. Out of that number, 97 appeals were dismissed, 228 decision documents were superseded, and 1.728 appeals have been forwarded to Tax Appeals Board. 29 appeals have been waived.
In addition, out of 589 appeals received in an earlier period, 38 were dismissed, 28 were superseded, and 475 appeals have been forwarded to Tax Appeals Board. Four appeals have been waived.
 * Decision documents on statute of limitation, registration of mortgage, ban of activity, denial of de-registration request, tax bill appeals, etc.. 
[bookmark: _Toc353366902][bookmark: _Toc395166989]Refunds, Transfers, and Corrections
Central Tax Documentation Processing Sector enters data into the System for Financial Information Management (SUFI), creates forms, in line with the Instruction on the format, contents, and method of completion of forms used in treasury operations of the budgetary beneficiaries ("Official Gazette of RS", no. 86/02, 5/03, 109/03, and 117/05), and creates entry notifications.
3.137 enforceable decision documents have been entered into the SUFI in 2013. In addition to this, SUFI is also used to record tax refunds approved and paid on the basis of Form 1004-Annual Personal Income Tax Return. The amount of the respective refund processed via SUFI in 2013 was BAM 651.830,37.
TARS processed 50.274 orders in 2013, whereby various transactions were recorded pertaining to corrections arising from administrative and other procedures.
Processing of transactions implies formal and substantial review of documents pertaining to corrections, including regularity and analysis of data in relation to balances entered into records. This activity is much more time consuming than the review of tax returns.
[bookmark: _Toc353366903][bookmark: _Toc395166990]Information Technologies
Software Development and Maintenance
Last year saw the start of implementation of the Integrated Information System, the maintenance of which, following implementation, will become the task of the IT Sector.
In addition to regular cavities concerning maintenance of the existing IT system and user support, majority of the IT Sector work has been related to the IIS technical support (procurement, equipment installation, software components installation, etc.), and participation in the work of project teams regarding analysis and definition of new business processes.
Moreover, activates pertaining to implementation of the RS Tax Procedure Law should be emphasized, namely that regarding set up of tax accounting (elaboration and implementation of connection between tax liabilities and payments according to new principles), as well as further development of software supporting implementation of the real Estate Tax Law (issuing and recording of tax bills, monitoring and processing objections and appeals).
As far as software applications are concerned, most activities were pertaining to the following: UCS (Unified System for Registration, Collection, and Control of Contributions), DRPN (Enforced Collection Deposit Account), development of new taxpayer card, and Fiscal Real Estate Register. In addition, modifications have been made to software applications concerning processing of PP/PP_KV tax returns, and e-filing of tax return form 1002 (withholding tax).
In the same period, another software application – Notices – has been developed with a view to organize data as part of preparations for transfer into the new system.
As far as the reporting system is concerned, during 2013, 26 new reports have been created, and 120 of the existing ones have been modified.
Statistics on system usage level indicate a 5% increase in number of report accesses relative to 2012.
[bookmark: _Toc253040870][bookmark: _Toc282669832][bookmark: _Toc283719759][bookmark: _Toc353366904][bookmark: _Toc395166991]Common Affairs, Administration, Finance and Accounting
	To ensure undisturbed functioning of all its organizational parts, RS Tax Administration also deals with general, administrative and financial-accounting affairs. 
4.267 legal documents were produced in 2013 in reference to legal affairs in the field of labor, contractual obligations, and administrative-legal affairs.
According to plan, 48 procurement procedures have been initiated, out of which 45 were completed. In addition, 6 procurements initiated back in 2012 have been completed. The value of procedures conducted in 2013 is BAM 1.355.497.
Following capital investments made in 2013, the current value of fixed assets in TARS is increased by BAM 4.941.394, or 68%.
In regards to litigations and executive proceedings involving Tax Administration in 2013, 17 first-instance, second-instance, or revised court decisions have been issued. The value disputed in 12 litigations, with TARS as the defendant, was BAM 1.682.383. TARS appeal has been admitted in one executive procedure, which resulted in reduction of liability by BAM 15.360, whereas in 2 litigation cases against TARS liability to be paid by TARS amounts to BAM 626.930. The verdict pertaining to BAM 626.791 is not valid, TARS filed an appeal and is expecting a positive outcome.
Budget spending
[bookmark: _Toc253040871]According to Amended 2013 RS Budget, TARS has been allocated the sum of BAM 24.170.000.
Notably, despite increased workload in 2013 causing increased costs pertaining to postal services, TARS managed to adhere to the allocated amount.


[bookmark: _Toc353366905][bookmark: _Toc395166992]INTERNAL CONTROL AND AUDIT
Internal Control had 46 cases in 2013, namely:
· 8 controls in TARS Head Office,
· 28 controls in regional centers, and
· 10 controls in local offices.
Out of the 24 internal control findings-reports, 1 was the result of 2013 Plan, 6 resulted from controls ordered by TARS Director, and 17 were the result of controls conducted in pursuance to third party complaints, requests, and other information.
Controls conducted in TARS Head Office were related to examination of circumstances and establishment of facts in connection with conduct of two inspector-investigators, with review of the work of the entire Department for Investigations and Intelligence, and control of conflict of interest for one inspector-investigator.
As far as Regional Centers and Local Offices are concerned, controls have been conducted based on the following:
· unpaid liabilities in bankruptcy procedures,
· adherence to agreements on differed payment of tax liability,
· actions of Regional Centers in specific audit cases,
· actions of authorized staff in regular and enforced collection,
· actions of authorized staff in cases of confiscation of property of certain legal entities,
· issuing of tax certificates,
· legality of actions of TARS staff in connection with registration / deregistration of employees,
· application of regulations and procedures regarding initiation of minor-offense proceeding,
· legality of actions of authorized staff in cases of non-filing of tax return MPO-1002, and non-payment of the reported liabilities,
· calculation and collection of real estate tax,
· application of the Rulebook on Internal Control Procedures,
· controls arising from anonymous reports.
Actual against planned ratio for internal controls in 2013 is 154%, with 17 internal controls more than in 2012.
[bookmark: _Toc282669833]Out of 24 internal control findings-reports, 16 pertain to irregularities performed by TARS staff.


[bookmark: _Toc283719763][bookmark: _Toc353366906][bookmark: _Toc395166993]INTERNATIONAL AND REGIONAL COOPERATION
During 2013 regular and planned activities in terms of international and regional cooperation have been conducted. This primarily entails cooperation with the IOTA, technical assistance by the IMF, as well as cooperation with other tax administrations.
 Cooperation with the Intra-European Organization of Tax Administrations (IOTA)[image: ]    RS Tax Administration is the full member of the Intra-European Organization of Tax Administrations (IOTA) since 2004
www.iota-tax.org

Tax Administration of Republic of Srpska is a full member of the Intra-European Organization of Tax Administration (IOTA) since 2004, actively participating in all events facilitated by this Organization.
IOTA’s mandate is to provide a forum for exchange of tax policy related information and experiences between member states, as well as to promote cooperation between tax administrations.
The following activities were realized in line with the agreed plan of cooperation with IOTA in 2013:
· 2013 IOTA Events
	2013 IOTA EVENTS ATTENDED BY TARS REPRESENTATIVES

	#
	Event
	Venue
	Date

	1
	19th  Principal Contact Persons Forum
	Baku, Azerbaijan
	19-21 February

	2
	Area Group – Debt Management
	Lyon, France
	06-08 March

	3
	Workshop – Evaluation of Risk Management Tools in Tax Audit Activities
	Budapest, Hungary
	15-17 May

	4
	Workshop – E-Tax Administration Strategy
	Bruges, Belgium
	27-29 May

	5
	Workshop – Future E-Working Methods of Tax Administrations
	Bruges, Belgium
	29-31 May

	6
	Workshop – Practical Issues in Taxation of Real Estate
	Astana, Kazakhstan
	27-29 September

	7
	Area Group – Debt Management
	Dublin, Ireland
	02-04 October

	8
	Workshop –Improving Compliance by Education
	Skopje, FYR Macedonia
	29-31 October


All information pertaining to above listed events are available to registered users on www.iota-tax.org
International Monetary Fund (IMF)
Two IMF technical assistance missions have taken place in 2013, namely in the field of:
· Debt Management, from 02 to 13 September 2013; and
· Taxpayer Services, from 13 to 26 November 2013.
In addition to above said, two meetings have taken place in 2013 with the IMF representatives, namely with the IMF mission engaged in the banking sector, and another with the IMF regional advisor for revenue administration.
The IMF Fiscal Affairs Department Mission to BiH is announced for spring 2014.
International Financial Corporation (IFC)
The IFC initiated a meeting with TARS representatives in December 2013 regarding the start of the new, regional IFC Project concerning improvement of situation with regards to bad loans and mitigation of the effects of the global financial crisis in the region.
USAID Tax and Fiscal Project (TAF)
A courtesy follow up meeting has taken place in February 2013 in TARS with USAID TAF representatives. The Project officially ended its activities in BiH on 31 August 2013, as planned.
United States Embassy to BiH
	TARS Director met with the Head of Economic Affairs Department with the US Embassy. During this courtesy meeting the US Embassy representative was informed about current activities in TARS and most significant challenges and issues in its work. Emphasis was placed on the status of TARS resources, both human and material, as well as on the most relevant reforms undertaken in the previous period in connection with direct taxes legislation, tax arrears and collection, and IIS implementation.
Regional Initiatives
The EU Strategy for Danube Region and the Center of Excellence in Finance (CEF) organized a high-level dialogue on tax administration and tax compliance in December 2013.
The main objective of the event was to discuss the current challenges for tax administrations in the region along with possible responses to these challenges, and to exchange experiences and views on how to move regional tax systems closer to EU and OECD norms.
Cooperation with RS Institutions
At the request of RS Ministry of Finance, TARS has, January 2013, delivered 2 proposals in connection with potential proposals for the IPA II Programming Cycle (2014-2020). The two proposals include taxpayer education and ICT equipment and software.
For the purpose of publication of the EU 2013 Progress Report for BiH, and as requested by the RS Ministry of Finance and the Ministry for Economic Relations and Regional Cooperation, TARS delivered the information regarding its Anti-Corruption Program issued in July 2013, with the view towards implementation of the Action Plan objectives set under the TARS 2013 – 2015 Strategy.

[bookmark: _Toc395166994][bookmark: _Toc243898514][bookmark: _Toc243897854][bookmark: _Toc243897766][bookmark: _Toc243897555][bookmark: _Toc237224965][bookmark: _Toc236799347][bookmark: _Toc236798877][bookmark: _Toc236633352][bookmark: _Toc236470654][bookmark: _Toc253040872][bookmark: _Toc282669834]INTERNAL INSTRUCTIONS, GUIDELINES , AND RULEBOOKS
Throughout 2013, several legal documents have been issued addressing the internal operations and processes in TARS, namely:
· 4 Instructions (tax accounting, unified taxpayer card, minor offense order monitoring in enforced collection, etc.)
· 5 Guidelines (registration of branch offices, application of the Law on Specific Modalities for Servicing Tax Debt, etc.)
· 9 Rulebooks (set up of data base and categorization of risky contribution payers within the UCS, internal organization and systematization of positions in TARS, taxpayer registration and identification, application of the Corporate Income Tax Law, safety at work, compensations and other earnings of employees, norm for average fuel consumption for TARS vehicles).
The new Order on Payment of Specific Budgetary Revenues of the Republic, Municipalities, Cities and Funds, applied by TARS, came into effect on 16.07.2013 (“RS Official Gazette”, no. 59/13).
[bookmark: OLE_LINK1][bookmark: OLE_LINK3]The new RS Tax Procedure Law (“RS Official Gazette”, no. 102/11) is in effect as of 01 January 2012, as the most important legal document governing the organization, competences, rights, and obligations of TARS. The Corrigendum to the RS Tax Procedure Law has also been issued (“RS Official Gazette”, no. 108/11). The Law places emphasis on voluntary compliance, as well as on acceleration of procedures within TARS, as well as on access to information and transparency of work. In 2013, the Law on Changes and Amendments to the RS Tax Procedure Law has been issued (“RS Official Gazette”, no. 67/13), enabling TARS to assess the taxation base by way of estimation in case the base cannot be established through evidence defined under RS Tax Procedure Law. In addition, all clauses of the said Law pertaining to differed payment of tax liability have been deleted since the procedure is now defined under a separate piece of legislation, namely the Law on Specific Modalities for Servicing of Tax Debt (“RS Official Gazette”, no. 66/13, which came into effect on 14 August 2013.
In December 2013, the Law o on Changes and Amendments to the Personal Income Tax Law has been issued (“RS Official Gazette”, no. 107/13), which is to be applied as of 01 February 2014. The changes introduce the non-taxable portion of income in the amount of BAM 200 per month.


[bookmark: _Toc395166995]OTHER ACTIVITIES
According to the 2013-2015 Strategy, TARS issued its Anti-Corruption Program in 2013, including a relevant Action Plan specifying the following objectives:
•	Improving quality and efficiency of audits and establishing of a new image for tax auditors;
•	More efficient and safer public revenue administration through simplified and faster system for taxpayer services;
•	Enabling quality written information to taxpayers in cases where legislation is unclear or ambiguous to avoid potential corruption in provision of taxpayer services;
•	Prevention of corruption in public finances with special emphasis on public procurement;
•	Impartial and objective staff hiring and promotion process;
•	Improved security of data in tax accounting field;
•	Identifying positions with potential for corruptive behavior;
•	Enabling legality and impartiality in organization and performance of work pertaining to bankruptcy, liquidation, rescheduling, and deferral of payment of tax liabilities;
•	Strengthening internal control and internal audit.
When it comes to cooperation with local communities, preparations have been completed to expand the set of real estate related reports. Two reports are already in production stage, and one more is in process. In addition, new web based application has been created to enable local communities to access the TARS reporting system, providing for simple expansion and maintenance too. Back in 2012, a Memorandum has been signed on cooperation and exchange of data between TARS and Association of cities and municipalities for the purpose of uniform reporting to local communities and access to necessary data kept by TARS.
In June 2013, a Contract was signed on Certification Services between TARS and the RS Information Society Agency, introducing e-signature in TARS operations.
In October 2011, RS Government appointed its representatives, including TARS representative, to the Interim Committee and sector subcommittees for monitoring of obligations under the Stabilization and Accession Agreement and Interim Trade Agreement. During February 2013, intensive activities were undertaken to develop the Discussion paper for the 5th meeting of the Subcommittee for Trade, Industry, Customs, and cooperation with other candidate countries. The meeting with the EC representatives was held in Banja Luka on 26 February 2013. The part of the Discussion paper pertaining to direct taxation and TARS administrative capacities included an information on relevant activities from March 2012 until February 2013. This information was delivered to the Coordinator within the RS Ministry of Finance and RS Ministry for Economic Relations and Regional Cooperation.
[bookmark: _Toc253040873][bookmark: _Toc395166996]
CONCLUDING REMARKS
In the light of all issues the RS Tax Administration is encountering in its work, as well as the general economic situation, we can be satisfied with the results achieved in 2013.
Primarily, we had record collection in 2013, namely BAM 2,057 billion, which exceeded the 2012 results by BAM 11,77 million. Social contribution funds take up the share of BAM 1,31 billion, namely 64% of the total collected public revenues under TARS competence. Voluntary compliance level in the segment of filing has been increased as result of proactive taxpayer services. In addition, entry and processing of tax declarations has been brought up to date even more, number of non-filers reduced, number of e-filers increased, and regular collection intensified through issuing of notices/decision documents for payment of tax liabilities.
Improved quality and efficiency of field audits in 2013 resulted in higher number of filed audits relative to 2012 (by 17%), as well as higher amount of additional tax assesses in field audits, namely by BAM 4,27 million or 14% more than in 2012. In addition, the number of issued minor offense reports, as well as the amount of fines collected, is higher by 30% and 90% than in 2012.
Also noteworthy, 48.884 procedures have been initiated in enforced collection in 2013 (6.741 more than in 2012), with BAM 71,96 million collected, namely 55% more relative to the year before. The amount of receivables subject to reschedule has been cut by half, down to BAM 40,29 million, relative to BAM 85,78 million in 2012. The number of bankruptcy procedures declined too relative to 2012, whereas the amount of receivables registered in these procedures went up from BAM 86 million to 137 million.
Tax records have been updated. Payments and liabilities have been reassessed and linked, conditions have been set up for automated closure of open items from earlier periods, as well as for posting of 2013 opening balances, automated settlement of liabilities with overpayments within the same category of revenues, and automated matching of payments. In addition, conditions have been set for compilation of synthetic reports for the RS Ministry of Finance on balance and changes to analytic taxpayer cards, all in line with the Rulebook on Tax Accounting.
In regards to litigations and executive proceedings involving Tax Administration in 2013, 17 first-instance, second-instance, or revised court decisions have been issued. The value disputed in 12 litigations, with TARS as the defendant, was BAM 1.68 million. Other cases have not received valid ruling during 2013, nonetheless TARS expects positive outcome.
Timely and quality procedures conducted by TARS in 2013 with regards to initiation of direct bankruptcy procedure in “Birac” Company from Zvornik, and the sale confiscated assets in “Rasklopna oprema” Company from Sarajevo East, contributed fully to the RS Government efforts related to these companies.
Activities concerning implementation of the integrated information system continued throughout 2013, aiming to enable efficient public revenues administration in RS and simplified provision of services to taxpayers and public intuitions. All planned activities have been completed successfully, including the first integration test. Engagement of TARS staff in IIS project had no negative effect to their daily duties, they have rather invested additional effort, working overtime and on weekends.
We are in particular proud of the fact that Tax Administration managed to adapt to numerous changes in legislation and to implement very demanding reforms within tax system, starting form introduction of fiscal cash registers through the Unified System for Registration, Control, and Collection of Contributions, to set up of the Fiscal Real Estate Register, and other tax reforms, all without additional funding, with minimum work reorganization and rationalization, even allowing for successful management of the IIS implementation.
Intensive cooperation has been continued with local communities, other bodies and institutions in RS, and the media. Our cooperation with the Pension Fund and the Employment Bureau with regards to the UCS has been raised to a higher level.
Starting March 2013, TARS initiated monthly postings on its web page with lists of tax debtors, including audit plan and results. In addition, TARS web page includes monthly reports on collection of public revenues, as well as data on (de)registered taxpayers, which makes it the most transparent tax body in Bosnia and Herzegovina.
We shall continue towards implementation of all tasks and objectives ahead of including building the public trust in the tax system through full transparency of our work.
Banja Luka, February 2014 	      Director
No: 06/1.01/0101-014-12/14 						of RS Tax Administration
Zora Vidović
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TARS Staff Educational Structure as of 31/12/2013
University
[PERCENTAGE]
Post-Secondary
[PERCENTAGE]
Secondary 
[PERCENTAGE]
Other
[PERCENTAGE]


Висока стручна спрема	Виша стручна спрема	Средња стручна спрема	Остало	514	74	241	31	TARS Staff Age Structure as of  31/12/2013
Број 
запослених	

21-30	31-40	41-50	51-60	61-65	102	166	136	393	63	Age
TARS Reginal Centers' share in 2013 collection results
RC Banja Luka; [VALUE]
RC Prijedor; [VALUE]
RC Doboj; [VALUE]
RC Bijeljina; [VALUE]
RC Zvornik; [VALUE]
RC Sarajevo E.; [VALUE]
RC Trebinje; [VALUE]
Brcko District; [VALUE]
ПЦ Бања Лука	ПЦ Приједор	ПЦ Добој	ПЦ Бијељина	ПЦ Зворник	ПЦ И.Сарајево	ПЦ Требиње	Брчко Дистрикт	0.47169977773610455	7.1043056062453674E-2	0.11254623708947312	0.11711830566322551	4.9613322811062406E-2	9.3680103991676589E-2	7.4137463884409255E-2	1.0161732761594837E-2	 Actual 2013	





Pension insurance	Health insurance	Child protection	Unemployment insurance	Contribution for employment of disabled persons	716.46	501.23	53.52	36.31	3.93	Actual 2012	





Pension insurance	Health insurance	Child protection	Unemployment insurance	Contribution for employment of disabled persons	705.3	520.46	54.6	36.82	3.61	


Number of minor reprots issued in 2013/2012
2013	




Non-filing	Non-paymnet	Fiscalization	Other basis	605	12	1982	256	2012	




Non-filing	Non-paymnet	Fiscalization	Other basis	1411	41	3359	291	


Structure of uninitiated EC cases as of 31/12/2013
Share in total number of cases	
TARS decisions documents	Court minor offense reports and decision document	Decision documents on payment of court fees	TARS and PRARS Minor Offense decision documents	TARS minor offense warrants	Municioal inspection decision documents	3.5999999999999999E-3	0.94910000000000005	3.9300000000000002E-2	5.1999999999999998E-3	2.0000000000000001E-4	2.7000000000000001E-3	Share in total debt	
TARS decisions documents	Court minor offense reports and decision document	Decision documents on payment of court fees	TARS and PRARS Minor Offense decision documents	TARS minor offense warrants	Municioal inspection decision documents	0.1784	0.66639999999999999	0.11600000000000001	2.3E-2	5.9999999999999995E-4	1.5599999999999999E-2	



 Public revenue collection and debt for the period 2007-2013 (BAM mil.)
Debt	
2007	2008	2009	2010	2011	2012	2013	1225.53	1247.9000000000001	1177.73	1199.8699999999999	1325.42	1377.76	1502.37	Collected	
2007	2008	2009	2010	2011	2012	2013	1401.01	1756.32	1818.44	1808.39	2054.9899999999998	2045.25	2057.02	


2013 Tax Appeals per subject of appeal





Decision document on payment	Decision document on enforced collection	Decision document on refund and transfer	Оther*	909	865	26	920	
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