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Bosnia  and Herzegovina

UNDP/SRRP ECONOMIC DEVELOPMENT COMPONENT

UNDP/SRRP Crafts-entrepreneur

 Tax Incentive Activity
For businesses located in Srebrenica
ACTIVITY PLANNING SHEET (ED 3.2.3 b)

This paper documents the new UNDP/SRRP Crafts-entrepreneur Tax Incentive Activity that will be operated within the Srebrenica Town boundaries exclusively. This activity is designed to provide financial and technical support to formally registered crafts-entrepreneurs.  The proposed activity consists of two elements:

· Grants in the form of backward fiscal cash refund
 to formally registered crafts-entrepreneurs for additional asset acquisitions and liquidity safeguard in order to protect and create employment.

· Business counseling and financial management training from the Srebrenica Business Center (SBC), a UNDP affiliate.

The rationale behind this activity is in relation with the most common problem local Srebrenica Crafts-entrepreneurs face:  lack of access to investment capital to operate and expand their current craftwork. 

In addition, the war contributed to large crafts-enterprise asset losses that have been multiplied by an economic embargo from the international community. Most assets used before the war are now more than depreciated if not stolen or destroyed and current loan product offerings for asset acquisitions are not designed to target crafts-entrepreneurs’ needs.

Moreover, demand for craftworks are outsourced in other municipalities neighboring Srebrenica, which cause two perverse effects: First, a reduction in revenue collection for the municipality who does have to provide urban services to its population with a poor locally-based fiscal receipt. Second, a limitation in the number of jobs available in the Municipality.
1. Background

UNDP/SRRP is an integrated and comprehensive framework, which seeks to revitalize the human and physical capital of the region and comprises five interrelated components: Economic Development, Local Government, Civil Society, Gender Mainstreaming and Infrastructure. The economic development component includes four strategic orientations including: (i) micro-Finance, (ii) business development services, (iii) agriculture, and (iv) sustainable use of the environment. Under the business development services orientation the economic development component is using two selective instruments: technical assistance and grants (herein defined as fiscal cash refund). 

2.  Crafts-entrepreneur Tax Incentive Activity Description

UNDP/SRRP will make available funds for backward fiscal cash refunds, training and technical assistance to the interested formally registered crafts-entrepreneurs operating within the boundaries of the Srebrenica Town exclusively. The targeted crafts-entrepreneurs should fall under the following definition: 

i. Businesses that formalize their operation before 2003;

The available backward fiscal cash refund amount per competitively selected crafts-entrepreneurs will be no greater than USD 7,500. This backward fiscal cash refund shall be used for either liquidity reserve or new asset acquisitions, which means equipment purchases for business expansion. 

3. Objectives 

The objectives of this Crafts-entrepreneur Tax Incentive Activity are: 

· To increase the liquidity reserves and foster business expansion potential of formally registered crafts-entrepreneurs through financial and technical support; and

· To increase the employment opportunities through a business formalization process.

· To increase municipal revenue collection capacities.

4. Target beneficiaries

Eligible applicants should be crafts-entrepreneurs located within the Srebrenica Town boundaries exclusively. Each applicant should meet all nine eligibility criteria shown below. 

1. Crafts-entrepreneur with a sound business idea (returnees and residents).

2. Crafts-entrepreneur holding an identification card issued by either the Srebrenica Police Station or CISP.

3. Crafts-entrepreneur with an extensive experience and holder of a high school diploma.

4. Crafts-entrepreneur formally registered and operating in Srebrenica.

5. Crafts-entrepreneur registered in 2004 but informally operating in 2003.

6. Business location within the Srebrenica Town boundaries (along the main road from Petrici up to Solocusa).

7. Tax payment proofs or vouchers issued by the municipal fiscal authorities and the tax revenue officer. 

8. Crafts-entrepreneur who has not received any grants from UNDP/SRRP.

Priority will be given to following segments:

· Craftswomen,

· youth crafts-entrepreneurs, and

· crafts-entrepreneurs who have been or are users of a loan from a microcredit organization.

5. Roles and Responsibilities of each Parties

UNDP will cover all costs related to:

· the supply of funds for liquidity reserves, business expansion, and equipment targeting application of  new technologies; and

· the provision of financial management training and business counseling for 2003-2005 financial statement projections demonstrating the use of backward fiscal cash refund. The Srebrenica Business Centre will take this role.

The Municipal Authority and the Regional Tax Revenue officer will provide support and assistance to the crafts-entrepreneurs whenever needed during office hours; their services will encompass:

· provision guidance and advice to crafts-entrepreneurs whenever required for the application to the UNDP/SRRP Crafts-entrepreneur Tax Incentive Activity .

· provision of relevant information on crafts-entrepreneurs’ fiscal responsibilities such as business registration procedures, tax rates, and tax compliance.

· issuance of all required certificates and proofs such as property titles and tax payment certificates.

· issuance of identification card.

· provision guidance and advice to crafts-entrepreneurs whenever required.

· appoint members and participate in projects evaluation and selection.

· facilitate the registration of selected craft businesses.

The Crafts-entrepreneur will provide all information needed for his/her application that should encompass:

· provision of information required by UNDP and the Srebrenica Business Centre staff; 

· participation to the training provided by the Srebrenica Business Centre;

· disclosure of all relevant information that will enable the projection of their financial statements;

· access to the craft shop during asset valuation missions; and

· contract issuance to the best competitive applicants that were approved by the selection committee (please refer to a MOA for Micro-capital Grant for Non-credit Activities).

6. Procedures

1. A public information campaign will disseminate information on the activity and crafts-entrepreneurs fulfilling the defined criteria invited to submit applications. Deadline for application will be the 3rd of November 2004. 

2. All interested crafts-entrepreneurs will be requested to fill in an application form available in Annex 3 and submit supporting documentation as described in Annex 1. 

3. A first application screening will be carried out by a selection committee, which will select applicants who fulfilled all eligible criteria. During the first week following the application deadline, the selection committee will hold sessions that will be chaired by UNDP/SRRP Programme Manager (see Annex 2 for more information on the committee members and modus operandi).

4. UNDP staff will carry out field visits and meet eligible crafts-entrepreneurs to confirm the accuracy of the information enclosed in their applications. 

5. All eligible applicants who went through the field visits successfully will be sent to business center to be trained in financial management and assisted in preparing their financial projections.

6. UNDP staff will provide comments on the financial projections.

7. The final evaluation and selection will take place as soon as the eligible crafts-entrepreneurs submit their completed financial projections. This evaluation will follow the selection criteria outlined below in Table 1.

	Table 1: UNDP/SRRP Informal Crafts-entrepreneur Grant Activity

	Criteria
	Indicators
	Points

	Financial viability or venture sustainability based on 2005 financial projection that should include UNDP/SRRP Grant.
	· Return on Equity (max.50)

· Return on Asset (max.50)

· Working Capital (max.50)

· Asset Turnover ratio (max.50) 

· Current Profit/Sales (max. 50)
	250

	Owner’s management and craft skills.


	· Years of experience 

Without experience = 0, 

( 1years  = 10,

 ( 2 = 20

( 3 = 50

( 4 = 80

( 5 years = 100
	100

	Social Impact 
	· Crafts-entrepreneur’s age                                      (79 –age)  

· Women                                                                              (50)

· Number of household members 

(1 member=10, > 6 =100)

· Dependents (children, elderly)

 (1 dependent =20, >4 =100)
	350



	Employment


	· Number of regulated employees

(1 employee =20)

· Number of new jobs created

(1 job =40)
	200

	 Access to Financial Services
	· Crafts-business using a loan or who has applied for loan
	100

	Total
	


8. The selection committee will approve the final selection of the beneficiaries and award contracts will be signed with the selected crafts-entrepreneurs only if they had registered before the contract signature.

7.  Grant Budget

The total budget of the UNDP/SRRP Crafts-entrepreneur Tax Incentive Activity is USD 45.000 to be shared among nine (9) most competitive applications. 

Annex 1

Guidelines for Application and Required Supporting Documents

Application Guidelines:

1. Once the UNDP/SRRP Crafts-entrepreneur Tax Incentive Activity for businesses located in Srebrenica will be publicly released, all the interested crafts-entrepreneurs will be invited to collect appropriate application forms from UNDP/SRRP Office in Srebrenica.

2. The application form will be available at UNDP/SRRP Secretary’s desk and can be collected from 9:00 to 18:00 on every working day.

3. Eligible crafts-entrepreneurs are invited to submit an application, no later than the 3rd of November 2004 at 17:00.

4. During the application period applicants are invited to ask for clarifications on every working day form 9:00 to 12:00.

5. The field application including all required supporting documentation shall be submitted to the UNDP/SRRP Secretary Desk in two separate copies sealed in two different envelops. 

6. The Secretary will record applications and issue application receipts to all applicants. The receipts will include name, address and telephone number, identification card number (JMB), date an hour of the application.

7. All applications will be opened only when the selection committee will meet for the eligibility selection and the evaluation approval.

8. Application form that will not have their entire data entry filled will be rejected (if a data field is nil indicate zero (0)).

Required Supporting Documentation: 

1. Authentic copy of applicant’s identification card sealed by official authorities.

2. Last three electricity bills paid by the applicant.

3. Family member list issued by the Srebrenica municipal authorities.

4. Authentic copy of diploma of Craft High School sealed by official authorities.

5. Property title of craft shop space or rent contract.

6. List of assets related to craft activities owned by the applicant including estimated asset values.

7. Proof of years of experience.

8. Proof of loan disbursement and/or repayments.

9. Proofs (receipts) of taxes paid to Srebrenica Municipality and to the Tax Revenue Office.

10. Proofs of salary contributions for employees.

11. Copy of craft shop registration.

Annex 2:  Selection Committee Membership and “modus operandi”
1. Composition:


Chairperson 
(non-voting):
Alexandre Prieto, UNDP/SRRP


Secretary 
(non-voting):
Branka Simic and Biljana Glamocak, SBC


Member 1 
(voting):
Mokhtar Ahdouga, UNDP/SRRP


Member 2 
(voting):
Slavko Surlan, Srebrenica Municipality


Member 3 
(voting):
Mirko Todorovic, Srebrenica Municipal Fiscal Authority


Member 4 
(voting):
Sadik Imamovic, Tax Revenue Officer


Member 5 
(voting)
Sinisa Perpic, Branch Manager, MKO Prizma


Observer 1 
(non-voting):
Malkic Abdurahman, Mayor of the Srebrenica Municipality


Observer 2 
(non-voting):
Nada Jovanovic, Head of Steering Board, Srebrenica Business Center


Observer 3 
(non-voting):
Vesna Kosevic, d.o.o. Svetlost (small local conglomerate)


Observer 4 
(non-voting):
Guy Dionne, ED Coordinator, UNDP/SRRP 


Observer 5
(non-voting):
Darko Sekulic, OHR Officer

2.  Purpose of the Selection Committee

UNDP/SRRP, abiding by its transparency trademark rule, has established a Selection Committee for the approval of crafts-entrepreneur beneficiaries of this activity in order:

· to ensure a transparent selection process in accordance to the defined criteria,

· to ensure the decision-making involvement of the key stakeholders; and

· to increase programme ownership from all local partners.

3.  Scope of work

The selection committee’s scope of work covers the following tasks:

· to verify if all applications are in accordance to the guidelines for application  and if  they include all required supporting documentations;

· to ensure that the eligible applicants  will be selected in accordance with the priorities set in the formulation of this activity and with the eligibility criteria; and

· to make sure that the final selection of the best applicants will be in accordance to the scoring system defined in Section 6: Procedures, Statement 7.

4.  Selection process:

The selection committee will select the best applicants following two stages.

· 1st Stage - Eligibility Screening of Applicants: all applications will be reviewed by the Selection Committee which will approve if they fulfilled the eligible criteria. Only the eligible applications will be invited to the 2nd Stage for the final evaluation of their candidacy.

· 2nd Stage - Final Selection: only the best applicants will be awarded a grant based on there elements: attendance to the Srebrenica Business Centre financial management training, submission of financial statements, and compliance to the most competitive applications based on the scoring system available in Section 6: Procedures, Statement 7.

5.  Composition of the Selection Committee

· The Selection Committee is composed of a chairperson, two secretaries, 5 voting members and 5 observers.

· The chairperson and the two secretaries are non-voting members.

· The chairperson is UNDP/SRRP’s Programme Manager.

· The five voting members are respectively representing UNDP/SRRP’s Economic Development Component, the Regional Tax Revenue Office, PRIZMA Microcredit Organization, and both the Srebrenica Finance Department and the Economic Department.

· OHR, the Mayor of Srebrenica, one crafts-entrepreneur as a private sector representative, the Srebrenica Business Center and the Economic Development Coordinator will be observers.

· The two secretaries appointed by the UNDP/SRRP will carry out the following duties:

a) Make sure that all members are informed about the Selection Committee Meetings;

b) Keep records and minutes of the Selection Committee meetings;

c) Make sure that selection forms and minutes are signed by all members; and

d) Prepare the selection committee report with the assistance UNDP/SRRP Staff.

Annex 3:  Application Form

UNDP/SRRP Crafts-entrepreneur

 Tax Incentive Activity
For businesses located in Srebrenica

Signature of the Applicant: ________________________
Place and Date: __________           ________

	Business Investment Purpose:


	

	Requested Amount in (KM):
	

	Craft shop Name:
	

	Registration Number (for registered)
	

	Date of registration:
	

	Location of the craft workshop:
	Street:



	
	Settlement (MZ):

	
	Srebrenica Municipality

	Information about the Owner:
	First Name: 

	
	Last Name: 

	
	Gender:

	
	JMB:

	
	Age:

	
	Address:



	
	Phone:

	
	No of households members:

	
	              Dependents
	No of children:
	

	
	
	No of elderly:
	

	Craft business Type:
	1.Auto mechanic 
	

	
	2.Auto electric 
	

	
	3. Body mechanics
	

	
	4. Carpentry
	

	
	5. Black smith
	

	
	6.Locksmith 
	

	
	7. Taxi Services
	

	
	8. Electrician services
	

	
	9. Electrical appliance Service
	

	
	10. Haircut
	

	
	11. Plumber
	

	
	12. Other _______________________________
	

	Owner’s skills
	Years of experience:
	


	Number of Employees:
	Current number of employees:
	

	
	Expected no of employees after UNDP/SRRP tax refund
	

	Current Employees:
	First Name      __________________________________

Last Name      __________________________________

JMB:                    __________________________________

	
	First Name      __________________________________

Last Name      __________________________________

JMB:                    __________________________________

	
	First Name      __________________________________

Last Name      __________________________________

JMB:                    __________________________________

	
	First Name      __________________________________

Last Name      __________________________________

JMB:                    __________________________________

	
	First Name      __________________________________

Last Name      __________________________________

JMB:                    __________________________________

	
	First Name      __________________________________

Last Name      __________________________________

JMB:                    __________________________________

	
	First Name      __________________________________

Last Name      __________________________________

JMB:                    __________________________________


	Tax Obligation Review

	Tax Item
	2002
	2003
	2004
	2005
	Total

	Tariff (Lump sum Licensing)
	
	
	
	
	

	Special Vocational Tax
	
	
	
	
	

	Sales Tax
	
	
	
	
	

	Property Tax on Land
	
	
	
	
	

	Property Tax on Immobilization (Buildings)
	
	
	
	
	

	Profit Tax                                                               (________)%
	
	
	
	
	

	

	Employment Benefits

(Social Contribution)
	Employee  1
	
	
	
	
	

	
	Employee  2
	
	
	
	
	

	
	Employee  3
	
	
	
	
	

	
	Employee  4
	
	
	
	
	

	
	Employee  5
	
	
	
	
	

	
	Employee  6
	
	
	
	
	

	
	Employee  7
	
	
	
	
	

	

	Employee Personal Tax
	Employee  1
	
	
	
	
	

	
	Employee  2
	
	
	
	
	

	
	Employee  3
	
	
	
	
	

	
	Employee  4
	
	
	
	
	

	
	Employee  5
	
	
	
	
	

	
	Employee  6
	
	
	
	
	

	
	Employee  7
	
	
	
	
	

	

	Pension Fund Contribution
	Employee  1
	
	
	
	
	

	
	Employee  2
	
	
	
	
	

	
	Employee  3
	
	
	
	
	

	
	Employee  4
	
	
	
	
	

	
	Employee  5
	
	
	
	
	

	
	Employee  6
	
	
	
	
	

	
	Employee  7
	
	
	
	
	

	

	Total Amount of Tax and Benefit Incurred (BAM)
	
	
	
	
	

	
	2002
	2003
	2004
	2005
	Total


	Liquidity Forecast

	Cash Item
	2002
	2003
	2004
	2005
	Total

	Trading / Operational Profit
	
	
	
	
	

	Current Loan (less than one year)
	
	
	
	
	

	Long-term Loan (Large loan on several years)     

(No. of Years:_____)
	
	
	
	
	

	Loan Principal Reimbursement
	
	
	
	
	

	Interest incurred and paid
	
	
	
	
	

	Amount of Sales on Receivables
	
	
	
	
	

	Amount of expenditures on Payables
	
	
	
	
	

	Cash balance at the beginning of the period
	
	
	
	
	

	

	Total Cash Balance
	
	
	
	
	

	


	Estimated Business Investment Cost:

	Item
	Description of Items


	No of Units


	Cost of Unit

(KM)
	 Total

(KM)

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Total Estimated Investment Cost
	

	Please indicate below if there are any other sources of funds beside the amount you are requesting form UNDP/SRRP.

	Craft men contribution:
	

	Amount Requested form UNDP/SRRP:
	

	Others contribution: 
	


	Expected results 
	Number of new jobs created:
	

	
	Increase in number of clients served from 2003 to 2005
	%

	
	Increase in profit in percentage from 2003 to 2005
	%


� 	Backward Fiscal Cash Refund: a tax incentive that is based on the previous fiscal exercise and reimbursed in cash (bank transfer). The calculation method of this incentive is allocated to a certain portion of taxes incurred as defined by the fiscal authority.





