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Krishna Bahadur Mahara e O SINGHADURBAR
Deputy Prime Minister and Finance e KATHMANDU, NEPAL

Message from the Deputy Prime Minister and Finance Minister

I am very glad to know that Department of Customs has prepared its four year Customs
Reform and Modernization Strategies and Action Plan (CRMSAP) 2017-21. This plan has
outlined the expected outcomes namely professional and competitive Customs service, fair
and accurate revenue collection and social safety and security which are in line with overall
economic and fiscal policies of the Government of Nepal.

The vision, mission, values, guiding principles and strategies of the plan are guided by
Government’s policies, priorities and international and regional commitments and
agreements. This plan has covered wide areas of Customs reform issues to transfer Nepal
Customs towards international standard. |1 hope successful implementation of the plan
would lead Department of Customs towards more transparent, service oriented and
accountable institution,

Effective implementation of the plan depends on availability of adequate resources. For the
implementation of this plan, adequate resource is being committed. I also believe that all
the officials of the Department will carry out their defined roles to ensure the achievement
of the plan. | would like to ensure that Ministry of Finance will provide its full-fledged
support to make this plan implementable.

At last, I would like to thank Department of Customs and its management for coming up
with solid reform and modernization strategies for coming four years and appreciate their
commitments towards “Excellence in Customs services to support the economic and
social prosperity of Nepal”. | wish for successful implementation of the plan and
achievement of expected outcomes.

Thank you /

January 26, 2017 (Krishna Bahadur Mahara)
Deputy Prime Minister and Finance Minister

Tel: Minister 4211809, Secretary 4211461, IECCD 4211371, 4211867
Fax No. 4211831, Website: www.mof.gov.np
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Message from Secretary

It is indeed a matter of pleasure that Customs Reform and Modernization Strategies and
Action Plan (2017-2021) has been formulated. This is a continuation of Government of
Nepal's effort in reforming customs management. This plan complies the provisions of WTO
Trade Facilitation Agreement, Revised Kyoto Convention, World Customs Organization's
SAFE Framework, DATA Model, Risk Management and Single Window Compendia,
Immediate Release Guidelines and other international conventions, agreements and best
practices in the Customs areas. | believe that this plan would be a milestone to transform
Department of Customs to the world standard in terms of physical infrastructure, human
resources and Customs procedures.

I am pleased to note that significant progress in the reform and modernization programs has
resulted in improved revenue performance, trade facilitation and enforcement over past few
years. This plan has given priority to make efficient and effective Customs administration,
trade facilitation through Customs automation, complying with the standards of Revised
Kyoto Convention and WTO Trade Facilitation Agreement, building human resource capacity,
consolidating databases in Customs, improving Customs valuation, and making post
clearance audit effective as well as ensuring protection of society, safety and security
through coordinated border management.

Department of Customs has major role in the implementation of this plan, which is really a
challenging task ahead. I am confident that successful implementation of this plan further
improves the ongoing reform initiatives and provides more significant results in Customs
Administration. This will result in a prompt and quality customs service by making it
systematic, transparent and accountable institution so as to benefit both the revenue
security and trading community.

Finally, 1 appreciate rigorous exercise and involvement of government agencies,
development partners, private sectors and other concerned stakeholders during the plan
formulation process. | wish successful implementation of this action plan.

Thank you
o Gyt
26" January 2017 Shanta Raj Subedi, Ph.D
Secretary

Tel: Minister 4211809, Secretary 4211161, Secretary (Revenue) 4211400, Foreign Aid Co-ordination Division 4211371, 4211867
Fax No. 4211164, 4211165, Website:www.mof.gov.np
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Message from Secretary (Revenue)

It gives me pleasure and satisfaction to come to know that the first phase Customs Reforms
and Modernization Strategies and Action Plan (CRMSAP) 2017-21 preapared by
Department of Customs for coming four years. The Department is one of the leading
agencies in terms of Government's revenue mobilization and implementation of fiscal
programs and policies. The Department alone accounts around forty four percent of total
revenue and fifty percent of tax revenue of the country. Besides revenue mobilization, its
responsibilities are directed towards trade facilitation by adopting international standards
and best practices and protection of society, safety and security by controlling illicit goods.

The Department has followed the participative planning process since its first strategic
plan formulation phase. Different government agencies, development partners, private
sectors and other concerned stakeholders were invloved at central and local level. The
wider consultation with the stakeholders will ensure the effective implementation of the
plan.

The plan is looking forward to creating conductive environment for economic prosperity of
Nepal by reduccing transction costs, improving trade facilitation, and developing human
resources for propessional stewardship, while at the same time improving revenue
collection and border security. The plan has aimed to be recognized as a modern
administration that is responsive to the needs to the clients of 21st century. For this, the
activities will be directed towards e-customs and procedures in the area of Customs
valuation, post clearance audit, advance rulings, pre-arrival clearance, expedited shipment,
risk management and trusted traders program will meet the international standards.

1 wish Department of Customs all success to implement the plan and hope it will be able to
give the message of "Responsive Customs Administration” to its clients.

Thank You. Q‘l\,

January 26, 2017 Rajan Khanal
Secretary (Revenue)
Ministry of Finance

Tel: Minister 4211809, Secretary 4211332, International Economic Cooperation Coordination Division 4211372, 4211867
Fax No. 4211164, 4211165, Website: www.mof.gov.np
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MESSAGE FROM DIRECTOR GENERAL

Department of Customs (DOC) has started planned efforts to reform and modernize Customs administration for
many years. The core areas of reforms include trade facilitation, automation, capacity enhancement and infrastructure
development which are directed towards reducing time and cost of international trade and are fully in line with relevant
international best practices. These reform initiatives have been formalized through a series of periodic three and four
yearly action plans dating back to the first plan in 2003. The ongoing fourth Customs Reform Modernization Strategies
and Action Plan (CRMSAP) is under implementation from July 2013 and will be completed by July 16, 2017. The
department has achieved remarkable achievements during this period in the areas of trade facilitation, enforcement,
organization development and automation. However, reform is a continuous process to learn from the weaknesses and
adapt with changing national and international environment though the updated Customs strategic plan implementation.

The department is proud to announce the fifth Customs Reform and Modernization Strategies and Action Plan
(CRMSAP) covering from July 2017 to July 2021. This important initiative is fundamental to DOC’s reform agenda for
the immediate and medium term futures and is built around a series of national documents such an Approach Paper of
14th Three Year Plan 2016, Trade Policy 2015, NTIS 2016 and international standards and best practice such as the WTO
Trade Facilitation Agreement, the Revised Kyoto Convention (RKC) and other instruments such as the WCO’s- SAFE
Framework, the Data Model, Risk Management and Single Window Compendia and the Immediate Release Guidelines.

The CRMSAP 2017-21 has been formulated around the DOC’s vision, mission, values and guiding principles following
a rigorous interaction with concerned stakeholders, officials from the department and officials from Customs offices
and national and international experts. This plan rests on three outcomes, namely i) professional and competitive
Customs service, ii) fair and accurate revenue collection and iii) social safety and security. It has outlined a series of
important principles that should underpin moves to modernize Customs administrations including the adoption of risk
management, audit based controls, the maximum use of information technology, cooperation with other border agencies,
other administrations and the private sector and the adoption of appropriate international standards. Through the
implementation of this plan, we will achieve greater economic efficiency, enhanced export performance and improved
prosperity fully aligned with Government policies and priorities.

The department firmly believes that this CRMSAP would serve as a blueprint of Customs reform for the next four
years by assimilating all our efforts towards achieving a common vision “Excellence in Customs services to support the
economic and social prosperity of Nepal."

I would like to extend my sincere gratitude to Deputy Prime Minister and Finance Minister, Finance Secretary and
Secretary (Revenue) for their encouragement, guidance and support to formulate this plan. My special thanks goes
to Deputy Director General Mr. Shreekrishna Nepal for leading the entire formulation process. I wish to express my
sincere thanks to the World Customs Organization for their expert support. I also extend by sincere thanks to the Asian
Development Bank for their technical and financial support under JFPR. I appreciate Deputy Director General, Directors,
Chief Customs Audit Administrator, Chief Customs Administrators, Chief Customs Officers, Customs Officials, National
and International Experts and stakeholders for their inputs to formulate this plan. My special thanks goes to the Customs
Reform and Modernization Section and CRMSAP formulation taskforce led by Customs Reform and Modernization
section Director Mr. Mimangsa Adhikari for their untiring effort to make it ready within the short time frame.

Sishir Kumdr Dhungana
Director General
26 January 2017

Customs Service Towards Trade Facilitation
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Nepal Customs Automation System
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Nepal India Regional Trade and Transport Project
Non-Intrusive Inspection Equipment

Nepal National Single Window
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Other Government Agencies

Online Analytical Processing

Post Clearance Audit

Physical Infrastructure Improvement Master Plan
Revised Kyoto Convention

Risk Management

South Asia Sub-regional Economic Cooperation
Single Administrative Document

Security, Health, Economy, Environment and Society
Standard Operating Procedure

Trade and Export Promotion Centre

Trade Facilitation Agreement

Trade Facilitation Indicators

Tribhuvan International Airport

Terms of Reference

Time Release Study

Tariff Specification Codes

Trusted Traders Program

United Nations Conference on Trade and Development
United Nations Commission on International Trade Law
United Nations Centre for Trade Facilitation and Electronic Business
Value Added Tax

Wide Area Network

World Customs Organization

World Trade Organization

CRMSAP -2017-2021



TABLE OF
CONTENTS

Acronyms i
Executive Summary v
Thematic Frame Work xi
1. Introduction 1
2. Rationale for CRMSAP 2017-2021 4
3.  Vision, Mission, Values and Guiding Principles 7
4. CRMSAP 2017-2021 Results Framework 9
5.  Strategies and Major Activities 11
Strategy 1:  Expedited Legitimate Trade Facilitation...........cccccevvverierienienieiie e 11
Strategy 2:  Promoted Integrity and Good GOVEINANCE ...........c.eecververierrerienresiesiennenenenenens 11
Strategy 3:  Enhanced Customs Automation and Data Management...............cccocveevervenrenennnn 12
Strategy 4:  Strengthened HR Management Capacity..........cccccveevverieeieiieiieieeiiesveevesvesenens 12
Strategy 5:  Developed Infrastructure and Physical Facilities ..........ccccecvvevivieiiiieeiieciieeeeeee, 12
Strategy 6:  Enhanced Passenger Clearance SeIVICES ........cccueveerierierienienieniesie e seesiee e 13
Strategy 7:  Fair and Accurate Revenue Collection ..........c.ccoeecveviniiienienininiecenccecee 13
Strategy 8:  Strengthened Compliance Management/Voluntary Compliance..........c..ccceunee... 13
Strategy 9:  Advanced Risk Management ............cccccueeverieiiriieeniieniesie e seesneseesnesenesenesenens 13
Strategy 10: Protected Society/ Safety & SECUTILY......cccvirviirciiiieiieeiecie e 14
Strategy 11: Streamlined Co-ordinated Border Management...........c.ccceevveeviieviienieereeneeneennenn 14
RiSKS and ASSUMPLIONS ...ccuvviiiiieiiieiiieciieeteeeiee et e eieeestve e taeestteesbeeseseeessaeeseeessaeessseesssessnseesnsens 14
6. Implementation 15
7.  Financial Management 16
8. Monitoring, Reporting and Evaluations 18
Annex 1: CRMSAP 2017-2021 Results Framework...........cccveevevienierienieieeeeieeeeie e 21
Annex 2: CRMSAP Implementation PIan...........cccecveriieriiniieniieiieieee e 25
Annex 3: Budget ESHIMAe .......ccviiiiiiiiiiiiieieieeteeie ettt ebe b b e sbeesbeesbeesveesveennes 38
Annex 4: CRMSAP 2017-2021 Strategic Action Plan ...........cccceeeviioiiiiiiiiiiiciiecee e 39
CRMSAP - 2017-2021 iil






CRMSAP -2017-2021

Executive

SUMMARY

A. INTRODUCTION:

Department of Customs (DOC) has been moving towards making
its administration more adept, service oriented and transparent.
This is essential since timely improvements in its role are
necessitated to meet the changes and challenges brought about

in the national and international arena and to fulfill its important
responsibility of improving government finances through improved
tax collection required for economic development. DOC have

been introducing Customs Reform and Modernization Strategies
and Action Plan (CRMSAP) since 2003. The ongoing fourth plan
started in 2013 and is under implementation till 15" July 2017. This
CRMSAP have been prepared for a period of four years covering
6™ July 2017 to 15% July 2021.

B. PROGRESS:
The progress achievements of the CRM 2013-2017 are given below:

. Substantial

Twenty-five percent of the
activities are carried out as
planned, fifty-four percent are
on progress, which indicates
that the progress status is
seventy-nine percent.



C. RATIONALE:

The rationales for CRMSAP 2017-2021 are 1) facilitating trade

for economic wellbeing through import and export ii) complying
to the standards of Revised Kyoto Convention, iii) restructuring
tariff rate, iv) strengthening Customs procurement, v) building HR
capacity, vi) consolidating database in Customs, vii) improving
Customs valuation, viii) making post clearance audit effective, ix)
minimizing revenue leakage, and x) preparing corporate plan.

D. VISION:
Excellence in Customs services to support the economic and social
prosperity of Nepal.

E. MISSION:

'We strive for Customs services to respect clients' time and value
for money' building conducive environment for global economic
activity to ensure growth friendly Customs policy for socio-
economic development, social safety and security.

Values: (1) Honesty and Integrity, (2) Impartiality, (3)
Responsiveness, (4) Transparency, (5) Mutual Respect and
Courtesy, 6) Professionalism, and (7) Dedication and Excellence.

Guiding Principles: (1) Reducing Compliance Costs and Time, (2)
Help Fair Operation of the Market, (3) Helping Export Promotion,
(4) Enhancing Risk Management based Approach, (5) Establish
Conducive Environment for Investment, (6) Right Taxation for
Sound Fiscal Framework, and (7) Coordination

F. RESULTS FRAMEWORK
Objective: The objectives of the CRMSAP are to make conducive
environment for economic prosperity in Nepal.

Goal (Impact): Responsive Customs administration - 'Customs to be

recognized as a modern administration that is responsive to the
needs of the 21st century customers.

vi
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Outcome Strategies

Outcome 1. Professional and
Competitive Customs Service:
Strengthened Customs management
to enhance its image and to support
trade facilitation and travelers.

CRMSAP -2017-2021

Strategy 1: Expedited legitimate Trade Facilitation
Major activities are - reform legislations to implement
effective and efficient import export and transit procedures,
review documents required for import and export, introduce
Trusted Traders Program (TTP) and plan Authorized
Economic Operators (AEO), study deferred payment
system, review Customs tariff, develop and implement
Advance Ruling, conduct Time Release Study (TRS),
establish and operate effective Client Service Desks,
improve and update Customs website, promote and improve
cooperation with Customs stakeholders, implement
exchange of information with other Customs administration,
establish grievance redressal mechanism, and execute
expedited shipment.

Strategy 2: Promoted Integrity and Good Governance
Major activities are - perform an organizational self-
assessment, prepare integrity plan, introduce reward,
recognition and punishment system, develop Performance-
based Management System in Customs, integrate

CRMSAP in DOC annual plan, monitor performances of
the CRMSAP, plan and manage procurement, and arrange
appropriate provision for adequate capital funds to DOC to
enable it to carry out its roles and responsibilities effectively
and efficiently.

Strategy 3: Enhanced Customs Automation and Data
Management

Major activities include - improve NECAS, improve
connectivity to major Customs, upgrade the operational
effectiveness of Customs utilizing computerization, enhance
the capability of Customs in all areas of its operation
utilizing ICT infrastructure, develop mobile application
of NECAS functionalities, develop and implement Single
Window System, prepare secure data warehouse for all
Customs Data, carry out periodic checks and system audit,
disseminate information, and develop broker management
system.

Strategy 4: Strengthened HR Management Capacity
Major activities are - approve and implement the Human
Resources Master Plan (HRMP), approve and implement the
Human Resources Master Plan (HRMP), revisit organogram,
establish and develop the core technical capacity of Customs
administration, upgrade inventory and record keeping, provide
training and education for non-revenue related tasks, facilitate/
provide support to expand performance of Customs Agents/
stakeholders in transacting Customs business, build capacity
on CBM, compliance management (including Voluntary
Compliance) and risk management, enhance leadership,
management and professional capacity, retain staff in Customs,

vii



Outcome 2. Fair and accurate
revenue collection:

Enhanced enforcement and
compliance for high revenue yield/
minimum leakages through the
collection of customs duty, Value
Added Tax, Excise Duty and other
taxes on imported goods.

viii

create Customs sub-group, establish autonomous Revenue
Board to improve institutional capacity of Customs, and re-
assess job rotation (functional) system.

Strategy 5: Developed Infrastructure and Physical
Facilities

Major activities are - approve and implement the Physical
Infrastructure Improvement Master Plan (PIIMP),

design uniform layout for Customs with the emphasis on
construction of ICP and ICD, procure/arrange land for
various Customs offices, construct the Customs buildings
to improve working environment, establish and modernize
Customs laboratory, maintain optimal usage of modern
technology led physical facilities for ensuring automated
Customs systems, and renovate the infrastructures of
northern sides Customs

Strategy 6: Enhanced Passenger Clearance Services
Major activities are - develop passenger lane, enhance
the facilitation of passenger clearance to improve border
security, designate a separate Customs unit for courier
cargo clearance, and establish the Advance Passengers
Information System/PNR

Strategy 7: Fair and Accurate Revenue Collection

Major activities include improve compliance environment
for Customs valuation, interface valuation database module
with the cargo clearance system, provide access to valuation
officers to import database and relevant reports, establish
and maintain a central valuation database in DOC and
provide access to Customs and designated other offices,
carry out risk based checks of declared values on import
declarations in DOC, develop Tariff Specification Code (TSC)
in ASYCUDA World system to interface valuation database
module with the cargo clearance system, improve the HS
classification, promote system to operate import trade under
proper banking channel, update the manuals for Valuation &
PCA to ensure that they reflect best practices, strengthen the
PCA office, establish PCA units at main Customs offices under
PCA office, and strengthen monitoring of revenue systems.

Strategy 8: Strengthened Compliance Management/
Voluntary Compliance

Major activities are - develop a compliance strategy
document, set criteria for compliance management,
implement compliance management/voluntary compliance,
evaluate effectiveness of compliance system, inform

& communicate compliance plan, build institutional
collaboration, and measure performance of compliance
management.

CRMSAP -2017-2021



and operations.

Outcome 3. Social Safety and
Security: Strategy and other measures
for surveillance and control over

the movement of goods, means of
transport, and transport equipment
(containers, pallets, crates) to prevent
illegal trade and trafficking of harmful
items in the country.

goods.

Management (CBM)

G. IMPLEMENTATION STRATEGIES

The DOC will prepare CRMSAP 2017-2021 plans in ten

major Customs offices and all DOC sections and will monitor
implementation of the CRMSAP. Change management programs
will be introduced in Customs with incorporation of change
related measures in the annual plan of the DOC and COs.
Resources required for the implementation of the CRMSAP

will be arranged and distributed accordingly to the Customs
offices. Tangible change and improvements achieved in the

CRMSAP implementation will be documented and disseminated.

A communication strategy will be used to raise awareness of the
Customs team on the positive benefits of the reforms.

H. FINANCIAL MANAGEMENT

The estimated resources required for the implementation of
CRMSAP 2017-2021 will be Rs. 10,206 million. The available
resources are estimated to be around NRs. 9,683 million and the
resource gap will be Rs. 523 million. Where there are funding
gaps remaining after Development Partners’ financial and
technical support commitments, the Government will step in and
fill those gaps.

CRMSAP -2017-2021

Strategy 9: Advanced Risk Management

Major activities are - develop and implement RM strategy,
exchange intelligence, risk management information,
strengthen the border Customs clearance monitoring
system, establish the principles of risk management across
the Customs organizations with particular emphasis on
cargo clearance, arrange to better control the movement of
containers through a Customs seal system, and broaden and
fully integrate risk management throughout DOC policies

Strategy 10: Protected Society/ Safety & Security

Major activities are prepare strategy of Customs in the field
of protecting society; collaborate/ coordinate among border
agencies, local agencies, local security wings & Regional
Revenue Investigation Units; design interface model lab

in Customs offices; develop mechanism, plan, policy and
programs to reduce illegal trade; review the need to form a
separate Customs Security force under the Customs Chief
command; and establish a mechanism to effectively control
the illicit drugs, fake currencies, pirated and counterfeit

Strategy 11: Streamlined Co-ordinated Border

Major activities are - define Customs role in national

CBM process, instigate inter-agency agreements and
arrangements, enter into Memorandum of Understanding
(MOU) with national trade and industry organizations,
develop corporate social responsibility programs of
Customs at border areas, develop guidelines on level of
competency, working hour harmonization and other possible
areas for harmonization amongst concerned border agencies

I. MONITORING

CRMSAP results and activities
will be linked with the DOC
monitoring process at the

center and at COs. A CRMSAP
monitoring software will be
developed for monitoring of
progress. Field surveys and use of
management information systems
(MIS) tools will be used for the
monitoring of quality indicators to
support input, output and outcome
monitoring. A formal reporting
mechanism will be instituted with
each monitoring of CRMSAP.
The DOC will be responsible for
self-evaluation of all the activities
carried out under the CRMSAP.
This will ensure self-assessment,
evaluation and continuous
improvement for the CRMSAP
operations.
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Values: (1) Honesty and Integrity, (2) Impartiality, (3) Responsiveness, (4) Transparency,
(5) Mutual Respect and Courtesy, 6) Professionalism, and (7) Dedication and Excellence.
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INTRODUCTION

Department of Customs (DOC) has been gradually changing its
traditional roles towards making its management more adept,
service oriented and transparent. This is in response to the need to
go on making timely improvements in its role according to changes
brought about in international trade, technological development,
national needs, bilateral and multilateral commitments, open and

to foster a liberal economy. In addition, DOC must fulfill its
important responsibility of improving government finances through
internal resource mobilization for economic development and the
minimization of revenue leakage.

The government has recognized the importance of trade facilitation
and its links to Customs reform and modernization to attain the
nation’s economic wellbeing. The embrace of trade facilitation,
especially to improve import and export performance, involves
streamlining and simplifying border procedures, in particular

for Customs, but also the many other relevant border regulatory
agencies. These broad principles also embrace moves to modernize
Customs administrations such as the adoption of risk management,
audit based controls, the maximum use of information technology,
cooperation with other border agencies, other administrations and
the private sector and the adoption of appropriate international
standards.

In line with its determination to achieve excellence in Customs
performance, the DOC has been modernizing its activities, procedures,
automation and client services for many years, fully in line with
relevant international best practices. That determination has been
formalized through a series of periodic action plans that list the several
strategies, activities and tasks DOC would pursue in each four-year
period in its efforts to modernize dating back to the first such program
in 2003.

To this end, the DOC intends to accomplish implementation of the
fourth Customs Reform and Modernization Strategies and Action
Plan (CRMSAP) 2013-2017 in July 15, 2017; formulation of the
CRMSAP 2017-2021, with support from the Asian Development
Bank (ADB) and inputs from the World Customs



Organization (WCO) Representative', outlines a
set of core values reflecting the current social and
economic priorities of the country.

The new CRMSAP covers the four-year period
from 16 July 2017 to 15 July 2021. This
important initiative is fundamental to DOC’s
reform agenda for the immediate and medium
term futures and is built around a series of
international standards and best practices such
as the World Trade Organization (WTO) Trade
Facilitation Agreement (TFA), the Revised
Kyoto Convention (RKC) and other instruments
such as the WCO’s SAFE Framework, the Data
Model, Risk Management and Single Window
Compendia, the Immediate Release Guidelines,
WTO TFA Nepal Gap Assessment and
Implementation Action Plan 2015, Fourteenth
National Development Plan 2016/17 - 2019/20,
Trade Policy 2015, Nepal Trade Integration
Strategy 2016, South Asia Subregional Economic
Cooperation (SASEC) Operational Plan,
CRMSAP 2013-2017 Midterm Review Report
2016, Central and Field level consultations,
OECD (Organization for Economic Cooperation
and Development) Areas of Action etc.

The CRMSAP 2017-21 has been built around

the DOC’s vision, mission, values and guiding
principles following a rigorous and proven
methodology that is inclusive of the views of all
stakeholders in the public and private spheres.
Through the adoption of this plan, DOC will help
Nepal to achieve greater economic efficiency,
enhanced export performance and improved
prosperity.

1 Inputs from the WCO Expert provided in the CRMSAP validation
workshop (Nov 26-28, 2016 In Sauraha Chitwan)

METHODOLOGIES
The methodologies followed in the formulation
of CRMSAP 2017-2021 were:

* Review of documents;

* Preparation of questionnaire for data/
information collection;

* Brainstorming with the DOC Management,
Directors, Officers and other staff;

* Central level consultation with government
agencies i.e. Ministry of Finance, Ministry of

¢ Commerce, Ministry of Agriculture
Development,

* Department of Food Technology and Quality
Control;

* Central level consultation with the private
sector, National Customs Trade Facilitation
Committee members and representatives of
trade and industry associations; and

¢ Field level consultation with Customs staff,
private sector traders, Chamber of Commerce
and Industry representatives, Customs
Agents and Local Customs Trade Facilitation
Committee members in Nepalgunj,
Krishnanagar, Bhairahawa and Birgun;.

CRMSAP -2017-2021



PROGRESS OF CRMSAP 2013-2017

AUTOMATION

Testing of Data Warehouse Module has been completed under Republic of Korea assistance and implementation is
awaited. Currently Information is integrated manually in one place.

Revenue statistics are generated daily from Customs Offices.

Annual Foreign Trade and Statistics has been published in time and also availed through DOC website.

The e-CMP is prepared by DOC.

Staffing levels and expertise of the IT section to reflect the current and planned developments in computerisation has
been reviewed for strengthening during O&M survey for organisational restructuring.

Computer and related equipment are available at all the sections of DOC and main Customs Offices.

ASYCUDA-++ with Broker module has been implemented in 16 Customs Offices.

ASYCUDA World piloted in Mechi Customs and Dryport Customs.

List and requirement of equipment and infrastructure is available in the Customs Infrastructure Master plan.
Development of suitable infrastructure for ICT application is underway with the design, piloting and implementation of
the ASYCUDA World.

A National National Single Window (NNSW) Committee is formed and functional at DOC.

Fourteen agencies have been identified as stakeholders for the first phase of the NNSW system.

Preparation of a Nepal Trade Information Portal has been initiated with the lead of Trade and Export Promotion Centre
and the DOC as co-lead.

ICT supported risk based ‘selectivity’ module is implemented in 6 COs.

Trade Facilitation

The accession to RKC has been ratified by the parliament.

Study and recommendation for the Tariff restructuring has been completed.

Policy Analysis Unit has been created at DOC.

Legislation and other Customs related information are available in DOC Website for public consumption.

DOC has reviewed TOR of the Trade Facilitation Committee (TFC) including membership provisions.

Client Service Centre (CSC) is well functional in the DOC. Clients are found satisfied with the services provided by the
CSC.

Client Service Desk (CSD) is established in 5 Customs Offices.

Interactions are conducted with TFC frequently and as per needs.

Organizational Development and Capacity Development

Customs organisation has been restructured and the management is functional with new organogram.

Personnel Information Software has been developed and implemented including linkage of personnel profile with
Department of Civil Personnel Record.

Annual training calendar, courses and training modules in different subjects e.g. Valuation, PCA, Classification, ASYCUDA
and its operation, procedures, investigation and enforcement, risk management etc. is prepared and training programmes are
ongoing. On-the job training is provided in coordination with Revenue Administration Training Centre.

The Customs Infrastructure Master plan (CIMP) is available at DOC, which provides recommendations for the
development of infrastructure facilities in Customs.

Yards have been improved in few Customs. Design of the building for DOC is on progress.

Studies have been completed for the arrangement of appropriate non-intrusive equipment including scanner for major 10
Customs.

Existing Code of Conduct has been updated to make it compatible with the Civil Servants' Code of Conduct 2068 and
submitted to MOF for approval.

Integrity Promotion Unit has been created at DOC.

Separate lane for the clearance of cargo and passenger is operational in 2 Customs Offices

Revenue Yields

Risk management system has been redefined in the Customs Act.

Regulatory compliance for Risk-based management i.e. red and green channels has been introduced in 6 Customs
Offices.

Most of the Customs offices and officials are equipped with computer accessories (one officer one laptop).
Modernisation of Laboratory Section of DOC has been initiated with the installation of GCMS and Fourier Transform
Infrared Spectroscopy (FTIR) with FTIR microscope.

Meetings with cross border agencies are organised as per needs.

Action plan to increase searches & surprise visits of bonded and non-bonded warehouses, suspected of holding illegally,
is prepared and partially implemented.

Construction of the Inland Customs Depot (ICD) in Sindhupalchowk and ICP in 4 Customs Offices is ongoing.

IP camera has been installed in 9 Customs Offices.

Connectivity has been arranged in 15 major Customs.

Scanner machine has been installed in 2 Customs Offices

Single entry, as per invoice items, has been started through Customs agents in 18 Customs Offices and 2 Sub-Customs
Offices where ASYCUDA is implemented.

Target for general Post Clearance Audit (PCA) has been set by DOC and is conducted by PCA Office and Customs
Offices (COs).

Tariff structure based on HS Code and integrated tariff is translated in Nepali language and made web-based access
provision in place through DOC website. Mobile apps have also been developed and implemented.
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RATIONALE
FOR CRMSAP
2017-2021

The Department of Customs has a traditional commitment to
addressing the challenges of revenue collection which accounts
for almost half of the government's total tax revenue. The main
challenges for the Customs Management, over the coming

four years, are to provide a Customs service that is systematic,
transparent and accountable. The corresponding rationales for
CRMSAP 2017-2021 are:

Facilitating trade for economic wellbeing through
modernizing import and export procedures: In Nepal,
there has been recognition at all levels of Government of the
importance to the nation’s economic wellbeing associated
with embracing trade facilitation, especially to improve export
performance, through streamlining and simplifying border
procedures, in particular for Customs, but also the many other
relevant border regulatory agencies.

Trade facilitation is heavily reliant on the ability of the
Customs administration to raise the entryway in an effort to
achieve an effective balance between trade facilitation and
regulatory intervention.

As illustrated in 'Doing Business 2015 Nepal®, the time taken
for Customs clearance in terms of export is 4 days and in terms
of import is 5 days; the transaction costs to complete such
procedures is about US$ 300. Similarly, ports and terminal
handling control for export is 4 days and for import is 6 days;
the transaction costs to complete such procedures is about

USS$ 300 taking into account of the involvement of Customs

at Kolkata, India and at the India/Nepal border. Reducing the
time and associated costs for these procedures is urgent and
vital.

Complying with the standards of Revised Kyoto
Convention: Customs operations are governed by the
Customs Act, Customs Regulations, Fiscal Act and other
provisions. These legislative provisions must be simple and
comprehensive. Transparency and predictability are commonly

2 Doing business 2015, Going Beyond Efficiency, Economy Profile 2015, Nepal, A World
Bank Group Flagship Report (12 Edition)
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raised issues in Customs administration. Further
simplification and harmonization of Customs
procedures and

documents will have to be conformed through
the adoption of risk management, minimal data
and documentary requirements, simplified and
streamlined procedures etc.

Restructuring tariff structure: Subsequent
work on tariff simplification has to demonstrate
the same level of sophistication relative to
methodology and indicators on tariff policy.
Traders raised substantial concerns on the tariff
structure during consultations. Tariffs can be
low, but high tariff dispersion and escalation
can create a disincentive to industries and cause
inefficient allocation of resources, which has not
been duly recognised in the past

Strengthening Customs procurement: It
appears that despite of the DOC allocating
increasing funds and initiatives, Customs Offices
are still equipped with less than optimal levels of
equipment. This implies a clear need to improve
procurement planning and procedures at DOC
and Customs Offices (COs) level.

Building HR capacity: Human resources
strengthening require acceleration including the
organization of training programs. The Customs
administration is losing its experienced and
technically competent staff with the current
government transfer and retirement policy. The
integration of resources available from different
sources such as government and development
partners is necessary to scale up capacity building
initiatives.

Consolidating databases in Customs: The
CRMSAP since 2003 aimed at a step change in
effectiveness across the Customs sector focusing
on Customs reform and modernization for trade
facilitation that has achieved accelerated progress
over the years. The e-Customs Master Plan
prepared by the DOC intends to initiate paperless
Customs in its proposition through deployment
of ASYCUDA World as the core system and
other subsystem development. ASYCUDA World
is the new web based version of ASYCUDA.

It provides more controls on customization of
the software and aims to operate in paperless
environment. ASYCUDA World would assist all
stakeholders involved in customs reform. DOC
has developed and piloted ASYCUDA World

as interfacing modules to cover all Customs
processes/procedures and to develop a combined
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MIS/operational database for statistical and
reporting purposes. Implementing it throughout
all the Customs Offices is necessary. CRMSAP
should also focus to work with other Customs
stakeholders to ensure that the ASYCUDA World
reforms are promptly implemented.

Improving Customs Valuation: Customs
valuation has remained a subject of dispute
between the government and trading community.
The trading community complains that valuation
policy and procedures are neither transparent

nor neutral. The Customs official position
contends that traders will work to find ways

to undervalue the goods they import. The
application of the WTO Agreement on Customs
Valuation can address this issue, provided that
the importers declare the price actually paid or
payable for the goods imported. The Customs
Administration cannot use its discretionary power
to determine the customs value under the WTO
valuation agreement. The system relies on post
clearance audit for all types of customs control,
including valuation. There is a need for necessary
preparations because the valuation procedures are
highly technical and demand high skills. Because
of the multi-sectoral roles of different agencies in
this process such as banks, business houses etc.,
the DOC has difficulty applying transaction value
method because procedures for determining that
value are not fully developed or understood by all
parties. Developing infrastructure and adopting
appropriate valuation automation modules to
cope up with the provisions of WTO Valuation
Agreement are also necessary.

Making Post Clearance Audit (PCA) effective:
Post Clearance Audit is a process which

enables customs officers to verify the accuracy
of declarations through examination of the
books, records, business system and all relevant
commercial data held by persons/companies
directly and indirectly involved in international
trade after all clearance procedures have been
completed. It is one of the customs control
measures to enhance trade facilitation. It is
conducted to verify the accuracy of all legislative
requirements in the goods declaration and any
other legal requirements including customs
value. Thus, the effective implementation

of PCA is necessary to properly manage the
collection of customs revenue and other taxes
while facilitating the customs clearance at border.
It is conducted, after customs clearance, to
confirm the accuracy of declared value and all
provisions stipulated in the Customs Act. There



is inadequate structure and trained manpower for
audit purpose in the DOC. The post clearance
audit is the most effective tool to assess fraud
and, if developed properly, it can combat the risk
of revenue leakage.

Minimizing Revenue Leakage: Revenue
leakage has been frequently raised problem

by different stakeholders specifically by the
traders and the business communities. Full
implementation of WTO valuation system,
accurate classification and compliance with
adequate legal, human and technical support will
exert positive impact on trade and revenue.

Preparing the Corporate Plan: Formulation of
the CRMSAP will have to be accompanied by
systematic organizational corporate planning at
Customs Office level and DOC section level so
that individual performance plans can be aligned
with corporate strategic directions.
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VISION, MISSION,
VALUES AND
GUIDING
PRINCIPLES

Vision
Excellence in Customs services to support the economic and social
prosperity of Nepal.

Mission

'We strive for a Customs service that respects clients' time and
value for money' by building conducive environment for global
economic activity to ensure growth friendly Customs policy for
socio-economic development, social safety and security.

To attain this mission, the DOC will focus its attention on
facilitating and promoting legitimate trade, affording leadership
in protecting the health and welfare of society through effective
control and seamless coordinated border management, and
collecting accurate and fair revenue.

Values

To accomplish the mission, DOC professional relationships with
the commercial community, the public and other organizations will
be based on:

* Honesty and Integrity: Nepal Customs officials would
demonstrate high moral standards in all facets of their work to
ensure objectivity, fairness and transparency and uphold public
interest over personal interest.

* Impartiality: Nepal Customs operation will be guided by
fairness and impartiality.

* Responsiveness: Nepal Customs will be responsive and
transparent in facing and overcoming challenges resourcefully
and with enthusiasm and passion for achieving the best possible
results towards nation building.

* Transparency: DOC will demonstrate transparency in its
interactions and operations to the greatest extent possible with
maximum utilization of Information Technology (IT).

*  Mutual Respect and Courtesy: Nepal Customs working
environment will be based on mutual respect and courtesy.

* Professionalism: Customs professionals will be enabled to
handle current socio-economic challenges and to perform their
functions efficiently and accurately supported by determination
and sense of challenges.

* Dedication and Excellence: Nepal Customs staff will perform
their job with dedication and excellence.
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Guiding Principles

To realize the mission, the DOC role will be
focused towards protecting citizens, the economy
and the environment for national economic
wellbeing by stimulating voluntary compliance
for traders and aiming to ensure the safety and
security of the international supply chain.

These guiding principles will be based on the
following initiatives:

Reducing Compliance Costs and Time:

The DOC will promote simplicity, efficiency
and predictability in Customs operation and
will coordinate with concerned agencies in
eliminating complexities and delays in securing
permits, licenses and reporting systems and will
work within the specified revenue structure of
the country, thereby reducing administrative
costs and time for the provision of services. Time
Release Study (TRS) will be a continual feature
for this endeavor.

Helping Fair Operation of the Market: DOC
will promote a sound and fair environment
towards an ethical code of conduct in Customs
services, by promoting beneficial activities

and discouraging unfair market competition, to
ensure that those who should be paying revenues
are complying.

Helping Export Promotion: Customs policies
and actions will be directed towards creating
conducive environment for export promotion.

Enhancing Risk Management based approach:
Risk management will be effectively and
efficiently embedded in the management
practices and Customs operations to minimize
disruption and cost to legitimate trade and the
public.

Establishing Conducive Environment for
Investment: The DOC will facilitate the imports
of raw materials and export of finished goods

in such a way that it will facilitate inclusive
growth of enterprises and promote a favorable
investment climate for prospective industries.

Right Taxation for Sound Fiscal Framework:
The DOC will be committed to revenue
maximization with due consideration to trade
facilitation.

Coordination: Coordination and collaboration

with key stakeholders for systems development
will be a prime concern of DOC.
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CRMSAP
2017-2021 RESULTS
FRAMEWORK

Objective: The objectives of the CRMSAP are to create a
conducive environment for economic prosperity in Nepal by
reducing transaction costs, improving trade facilitation, and
developing human resources for professional stewardship and
facilitation in Customs, while at the same time improving revenue
collection and border security.

Goal (Impact): Responsive Customs administration.

The goal (impact) of the CRMSAP 2017-2021 is 'Customs to be
recognized as a modern administration that is responsive to the
needs of the 21st century customers.” Customs procedures such as
Valuation, PCA, Advance Rulings, pre-arrival clearance, expedited
shipment, risk management and TTP will be automated to attribute
to the desired goal. Similarly, the aim is to make clients more
satisfied by improving trade facilitation services.

Outcome 1 —Professional and Competitive Customs Service:
Strengthened Customs management to enhance its image and to
support trade facilitation and travelers.

The key focus will be towards: a) promoting certainty,
predictability and security of the international movement of

goods and goods accompanying people by establishing clear

and precise standards; b) reducing duplication and delays in
international supply chains such as multiple reporting requirements
and inspections; ¢) strengthening cooperation between Customs
administrations as well as between Customs and business and
Customs and other government agencies by creating meaningful
and beneficial partnerships; and d) providing Customs
administrations with the capacity to promote regulatory compliance
in a manner that facilitates legitimate trade.

The focus of Customs will be towards making national legislation
fully compliant with the Revised Kyoto Convention General Annex
and WTO TFA. A Trusted Traders Program will be operational to
expedite legitimate trade. Similarly, key performance indicators will
be developed and results interfaced with an annual performance
evaluation of staff to enhance integrity at Customs. CRMSAP will
be fully consolidated into Customs’ annual program and budget
(one annual plan in Customs).

Customs automation and data management will be enhanced by
processing the majority of declarations (import and export) through
NECAS. Centralized Customs clearance will be introduced.

A NNSW System will be developed, piloted & interfaced with
ASYCUDA World and selected agencies.



Human resources management capacity of
Customs will be strengthened. The organization
will be restructured with provisions of functional
experts from within and outside Customs staff,
and made functional in different thematic areas
i.e. HS, Valuation, PCA, Risk Management, TRS,
Trusted Traders, Expedited Shipments, Advance
Rulings, Pre-arrival Processing, Coordinated
Border Management etc. The Human Resource
Management Plan will be revisited including the
development of a capacity development plan for
the short, medium and longer terms. Capacity

of the Customs staff and key stakeholders will

be strengthened according to a rigorous needs
assessment. Technical and functional experts will
also be provisioned as "Pool of Expert Scheme"
in the new organizational structure.

Infrastructure and physical facilities will be
developed in all the main Customs offices.
Procurement functions will be strengthened in
Customs. Passengers' lanes will be developed in
the main Customs Offices with the installation
of non-intrusive equipment in major Customs
offices. Passenger Name Record (PNR)/
Advanced Passenger Information System (APIS)
will be initiated at international airport(s) to assist
in the risk assessment of relevant baggage and
other goods importations/exportations.

Outcome 2: Fair and Accurate Revenue Yield:
Enhanced enforcement and compliance for high
revenue yield/minimal leakage through the
collection of customs duty, Value Added Tax,
Excise Duty and other taxes on imported goods.

Recognizing the emerging trends of
globalization, proliferation of regional trade
agreements and expanding intra-company trade,
Customs administrations are required to make a
concerted effort for fair, effective and efficient
revenue collection.

The process of efficient and effective collection
of revenue has become an even greater priority
- both from the Customs and trade point of
view. Minimization of revenue leakage will be
a basis for this phase of CRMSAP. Reform of
Customs administration will be at the heart of
strengthening revenue mobilization—essential
for enhanced and fairer revenue mobilization

for wider governance improvement. The DOC
will strive for improving the efficiency and
effectiveness of revenue collection in compliance
with rules, standards and guidelines laid down in
relevant international agreements, conventions and
supporting tools and instruments.

Delivery of capacity building and training will be
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vital for efficient and effective revenue collection
and will be reinforced within CRMSAP 2017-
2021. This includes not only the fundamentals

of Customs modernization (e.g. infrastructure,
organizational matters and compliance
management), but also technical aspects,
including valuation and origin. Greater efficiency
and effectiveness in revenue collection will also
contribute to improved trade facilitation. To

that end, customs administrations will also seek
further engagement with tax administrations.

Compliance Management/Voluntary Compliance
will be strengthened to increase client compliance
levels. Awareness of importers and exporters will
be raised about their rights and obligations within

a voluntary compliance regime that will reduce

the number of amended declarations and penalties
through increased accuracy and overall compliance.

NECAS will be functional in Customs for
risk management in cargo clearance. A Risk
management organization structure will be in
place commensurate with effective NECAS,
PCA, Valuation and Trusted Traders Program
(TTP). All selectivity lanes (Red, Yellow, Blue
and Green) will be applied in major Customs
offices. Eighty percent of import cargo will be
cleared through Yellow and Green channel.

Outcome 3: Social Safety and Security:
Strategies and other measures for surveillance
and other types of control over the movement

of goods, means of transport, and transport
equipment (containers, pallets, crates) to prevent
illegal trade and trafficking of harmful items in
the country.

The Customs administration will pursue the
common globally accepted mission of Customs
i.e. to develop and implement an integrated set
of policies and procedures that ensure increased
safety and security, as well as effective trade
facilitation and revenue collection. This will

be achieved through efficient and effective use
of tools and information in dealing with the
international movement of goods, conveyances
and people connected with the goods.

DOC will play an important role at border
crossings to mitigate serious threats to security
and safety of people through the proliferation
of weapons and materials of mass destruction,
trafficking of small arms and explosives, and
illicit diversion of dual use goods. Major
Customs offices will be equipped with Non-
Intrusive Inspection (NII) equipment.
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STRATEGIES
AND MAJOR
ACTIVITIES

Outcome 1 —Professional and Competitive Customs Service:
Strengthened Customs management to enhance its image and
to support trade facilitation and travelers. The strategies and
activities to attain this outcome are given below:

STRATEGY 1
EXPEDITED LEGITIMATE
TRADE FACILITATION

The DOC will enact appropriate legal, policy, and administrative
measures to implement WTO/TFA, and General Annex of Revised
Kyoto Convention and other relevant International Conventions and
Standards. Time and cost of trade will be reduced through easier
and simplified Customs clearance and other core procedures to
support doing business. The major activities under the strategy are:

» Reform legislations to implement effective and efficient import

export and transit procedures

» Review documents required for import and export

* Introduce TTP and plan AEO

* Study deferred payment system

* Review Customs tariff

* Develop and implement Advance Ruling

* Conduct Time Release Study (TRS)

» Establish and operate effective Client Service Desks (CSD)

* Improve and update Customs Website

* Promote and improve cooperation with Customs stakeholders

» Implement exchange of information with other Customs

administration
» Establish grievance redressal mechanism
» Execute expedited shipment

STRATEGY 2
PROMOTED INTEGRITY AND GOOD GOVERNANCE

Integrity will be improved by the development of an organizational
culture that will encourage high levels of integrity. The image

of Customs will be enhanced as a reliable and integral partner in
society through improving credibility and by fulfilling its social
obligations (e.g. business oriented behavior, business service
standards) and Customs accountability (more transparency and
highly qualified/trained staff). The major activities under this

1



strategy are:

» Perform an organizational self-assessment

* Prepare an integrity plan

* Introduce a reward, recognition and
punishment system

* Develop a Performance-based
Management System in Customs

» Integrate CRMSAP in the DOC annual
plan

*  Monitor performances of the CRMSAP

* Plan and manage procurement

» Arrange appropriate provision for adequate
capital funds to DOC to enable it to carry
out its roles and responsibilities effectively
and efficiently

STRATEGY 3
ENHANCED CUSTOMS AUTOMATION

AND DATA MANAGEMENT
DOC will develop an appropriate ICT
infrastructure to support trade facilitation
including a system to interface with NNSW when
it is in operation. The ASYCUDA World system
will be rolled out to several Customs offices. The
major activities under this strategy are:
* Improve NECAS
» Improve connectivity to major Customs
offices
» Upgrade the operational effectiveness of
Customs utilizing computerization
* Enhance the capability of Customs in
all areas of its operation utilizing ICT
infrastructure
» Develop mobile application of NECAS
functionalities
* Develop and implement NNSW System
» Prepare secure data warehouse for all
Customs data
* Carry out periodic checks and system audit
* Disseminate information
* Develop Broker Management System

STRATEGY 4
STRENGTHENED HR MANAGEMENT

CAPACITY

The aims of the strategy are towards improving
leadership and management capacity of Customs,
with a focus on change management, to ensure
integrity and building and sustaining a knowledge
based professional institution. Similarly, planning
and management capacity of DOC will be
strengthened. The organisation will have a

fully functional human resource planning and
management policy in place. The major activities
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under the strategy are:

* Approve and implement the Human
Resources Master Plan (HRMP)

* Revisit the Organogram

» Establish and develop the core technical
capacity of Customs administration

* Upgrade inventory and record keeping

* Provide training and education for non-
revenue related tasks

» Facilitate/ provide support to expand
the performance of Customs Agents/
stakeholders in transacting Customs
business

* Build capacity on CBM

* Build capacity in compliance management
(including Voluntary Compliance)

* Build capacity on risk management

* Enhance leadership, management and
professional capacity

* Retain staff in Customs

* Create Customs sub-group

» Establish an autonomous Revenue Board
to improve the institutional capacity of
Customs

* Re-assess the job rotation (functional)
system

STRATEGY 5
DEVELOPED INFRASTRUCTURE AND

PHYSICAL FACILITIES

Under this strategy, physical facilities will be
improved in Customs to provide a modern and
efficient working environment. The DOC will
implement physical infrastructure improvement
plans to ensure the proper functioning of a
modernized Customs administration. The major
activities are:

» Approve and implement the Physical
Infrastructure Improvement Master Plan
(PIIMP)

* Design uniform layout for Customs with
the emphasis on construction of ICP and
ICD

* Procure/arrange land for various Customs
offices

* Construct the Customs buildings to
improve the working environment for all
parties

» Establish/modernize Customs laboratory

¢ Maintain optimal usage of modern
technology led physical facilities for
ensuring automated Customs systems

* Renovate the infrastructures of Customs
offices on the northern borders
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STRATEGY 6
ENHANCED PASSENGER CLEARANCE
SERVICES

Under this strategy, passenger baggage
clearance services will be improved at TIA and
major Customs Offices to streamline control and
facilitation. The DOC will develop passengers'
lanes in main Customs Offices and the automated
Customs clearance system will be made operational.
The main activities are:
* Develop passenger lanes
* Enhance the facilitation of passenger
clearance
* Designate a separate Customs unit for
courier cargo clearance
» Establish the Advance Passengers
Information System/PNR

QOutcome 2: Fair and Accurate Revenue
Collection: Enhanced enforcement and
compliance for high revenue yield/minimum
leakage through the collection of customs duty,
Value Added Tax, Excise Duty and other taxes on
imported goods. The strategies and activities to
attain this outcome are given below:

STRATEGY 7
FAIR AND ACCURATE REVENUE

COLLECTION
The DOC will develop mechanisms for the easy
access to online valuation database for Customs
Offices and strengthen the Central Monitoring
Section for regular and on-line monitoring of
main Customs Offices. It will also execute
monthly grading of Customs Offices and make
the necessary amendments in the Customs
law to ensure confidentiality with regard to
value declarations and residual powers in the
department for valuation rulings. Valuation, tariff
classification, origin, and other revenue related
legislative provisions will be properly enforced
for fair and accurate revenue collection. The main
activities under this strategy are:
* Improve compliance environment for
Customs valuation
» Provide access to valuation officers to the
import database and relevant reports
» Establish and maintain a central valuation
database in DOC and provide access to
Customs and designated other offices
» Carry out risk based checks of declared
values on import declarations in DOC
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* Develop Tariff Specification Code (TSC)
in ASYCUDA World system to interface
the valuation database module with the
cargo clearance system

* Improve the HS classification

* Promote a system to operate import trade
under proper banking channels

» Update the manuals for Valuation & PCA
to ensure that they reflect best practices

* Strengthen the PCA Office

» Establish PCA units at main Customs
Offices under the central PCA office

» Strengthen monitoring of revenue systems

STRATEGY 8
STRENGTHENED COMPLIANCE
MANAGEMENT/VOLUNTARY

COMPLIANCE
Customs voluntary compliance will be
strengthened and aligned with the Inland
Revenue Department (IRD) to maintain a well-
balanced combination of preventive and enforced
measures to stimulate voluntary compliance.
The DOC will enhance the efficiency and
effectiveness of the overall Customs management
system and encourage voluntary compliance by
providing web based declaration submission to
the clients including access to all information on
Customs procedures. The major activities under
this strategy are:
* Develop a compliance strategy document
» Set criteria for compliance management
* Implement compliance management/
voluntary compliance
» Evaluate effectiveness of compliance
system
* Inform & communicate compliance plan
* Build institutional collaboration
* Measure performance of compliance
management

STRATEGY 9

ADVANCED RISK MANAGEMENT
Risk Management (RM) will be effectively
implemented adopting international standards and
best practices. The DOC will establish selectivity
indicators and criteria, prepare reference
database/ risk engine for risk management and
implement selectivity / RM System. The major
activities are:

* Develop and implement RM strategy

» Exchange intelligence, risk management
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information with relevant partners

» Strengthen the border Customs clearance
monitoring system

» Establish the principles of RM across
Customs with particular emphasis on cargo
clearance.

» Arrange to better control the movement of
containers through a Customs seal system

* Broaden and fully integrate RM throughout
DOC policies and operations

Outcome 3: Social Safety and Security:
Strategies and other measures for surveillance
and other type of control over the movement

of goods, means of transport, and transport
equipment (containers, pallets, crates) to prevent
illegal trade and trafficking of harmful items in
the country. The strategies and activities to attain
this outcome are given below:

STRATEGY 10
PROTECTED SOCIETY/ SAFETY &

SECURITY
DOC functions will be assimilated towards
protecting society, the non-regulatory
requirements focused upon five segments
e.g. Security, Health, Economy, Environment
and Society (SHEES). The main Customs
offices will be equipped with NII equipment
and lab facilities. Customs command will be
strengthened in order to better control border
smuggling activities including an expected
increase in the number and extent of illegal
detections. The main activities are:
» Prepare a strategy for Customs in the field
of protecting society
» Enhance the capacity of Customs lab to
test the controlled and hazardous goods to
control border smuggling and illegal trade
including environment protection in the
areas of CITES and ODS
* Collaborate/ coordinate among border
agencies, local agencies, local security
wings & Regional Revenue Investigation
Units
» Design an interface model laboratory in
Customs Offices
» Develop mechanisms, plans, policies and
programs to reduce illegal trade
* Review the need to form a separate
Customs Security force under the Customs
Chief command
» Establish a mechanism to effectively
control illicit drugs, counterfeit currencies,
pirated and other counterfeit goods
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STRATEGY 11
STREAMLINED CO-ORDINATED
BORDER MANAGEMENT

Under this strategy, joint initiatives, policies,
programs and activities will be developed,
formulated and implemented with other border
agencies to harmonize and simplify procedures
at the border and improving trade facilitation

by avoiding duplication/overlap, improving
coordination, and reducing dwell time and costs.
The major activities are:

* Define the Customs role in a national CBM
process

» Instigate inter-agency agreements and
arrangements

» Enter into MOU’s with national trade and
industry organizations

* Develop corporate social responsibility
programs of Customs at border areas

* Develop guidelines on levels of
competency, working hour harmonization
and other possible areas for harmonization
amongst concerned border agencies

RISKS AND ASSUMPTIONS
The major risks and assumptions are:
» National policy remains favorable to the
Customs priorities.
* Support of the Development Partners is
maintained for DOC.
The Results Framework of the CRMSAP is given
in Annex 1.
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IMPLEMENTATION

CRMSAP activities will be implemented from DOC and Customs
Offices. The annual budget allocated to the DOC from GON will
be used to implement CRMSAP activities. DOC will work with
Development Partners to review each externally supported activity
in order to gauge consistency. The implementation strategies will be
that:

* The DOC will prepare corporate plans built in line with the
CRMSAP i.e. CRMSAP 2017-2021 in ten major Customs
Offices (COs). The COs' plan will be closely linked with
the CRMSAP 2017-2021 annual action plan for the relevant
sections of the DOC. The COs and DOC sections will closely
monitor implementation of the progress of the CRMSAP annual
action plan in its trimester and annual progress review.

* A monitoring software of the CRMSAP 2017-2021 will be
prepared by July 2018 by the Monitoring Section of the DOC
and monitor the progress including reporting to the DOC
management about its status every year.

* The CRMSAP 2017-2021 implies several reforms that demand
formal change management programs in Customs at the
central as well as field level. Such results and activities will be
identified and change related measures will be incorporated in
the annual action plan of the DOC and COs. Any unforeseen
conflicts that might arise during this stage will be resolved by
the DOC though scheduling activities and identifying potential
bottlenecks including its measures for solution.

e The DOC and the COs will make sure that new infrastructure,
new institutions and new resources are absorbed in every aspect
of the CRMSAP 2017-2021 implementation, ensuring that the
financial resources are available and distributed accordingly.

» Tangible change and improvements achieved in the CRMSAP
implementation will be documented and disseminated through
different medias. Transparency will be ensured in this process

* A communication strategy will be used to raise awareness of the
Customs team on the positive benefits of the reforms, as well as
explaining that there are necessary trade-offs, such as the usefulness
of the trade facilitation for Customs revenue management, which
will not please everybody. This will help to further strengthen local
ownership of the CRMSAP and encourage participation of the key
stakeholders in its implementation. It is therefore important that
actions are visible and demonstrate tangible results early to build
confidence in the process.

The CRMSAP Implementation Plan is given in Annex 2.
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FINANCIAL
MANAGEMENT

The DOC will propose a program & financial planning framework
to the GON with clearly defined budget lines. DOC will focus on
facilitating, guiding and regulating Customs services. Where there
are funding gaps for the implementation of CRMSAP, Development
Partners will be urged to support. The DOC will follow Financial
Administration Rules and Regulations of the Government. The
audit will be carried out by the Office of the Auditor-General.

Development Partners will provide their support through the
Government system (Redbook). For those Development Partners
who wish to offer their support in other forms, they will be invited
to offer financial support or direct technical assistance to the
DOC, as per prevailing GON rules and regulations. The estimated
resource requirements for the CRMSAP 2017-2021 will be NRs
10,206 million or USD 94 million as summarized below:

S. No. Strategy Amount (NRs. '000')

1 Expedited Legitimate Trade Facilitation 152,850
2 Promoted Integrity and Good Governance 36,840
3 Enhanced Customs Automation and Data Management 2,078,500
4 Strengthened HR Management Capacity 185,810
5. Developed Infrastructure and Physical Facilities 6,957,700
6 Enhanced Passenger Clearance 267,540
7 Fair and Accurate Revenue Collection 86,380
8 Strengthened Compliance Management/Voluntary Compliance 22,400
9 Advanced Risk Management 83,460
10. Protected Society/Safety & Society 298,060
11. Streamlined Coordinated Border Management 36,320
12. Total 10,206,360
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A number of development partners have expressed a wish to support the GON in the Customs sector.
Estimated budget commitments by GON and Donors for CRMSAP 2017/2021

Agencies Total (in million)
NRs USS$

GON 5,691 52

ADB 2,284 21(Pipeline)
World Bank 1708 16

Total budget available 9,683 89

Total Budget required for CRMSAP 10,206 94

Resource Gap 523 5

Exchange rate: 1 US$=108.78

Refer to Annex 3 for calculation

The total resources gap for the implementation of the CRMSAP 2017-2021 is estimated to be
NRs. 523 million. However, there are possibilities to reduce the resources gap with Technical
Assistance (TA) from Development Partners i.e. ADB?, WCO etc. DOC will also attempt for
further fundraising. Where there are funding gaps remaining after Development Partners’
commitments, the Government will step in and fill those gaps. If this is not possible, then the
Government will review the situation with Development Partners and reach agreement on a
course of action.

3 US$ 1 million is in the pipeline from ADB

CRMSAP -2017-2021 1
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MONITORING,
REPORTING AND
EVALUATIONS

CRMSAP results and activities will be linked with the DOC
monitoring process at the centre and at Co. The monitoring will
focus on:
* activities planned;
* budget allocations to core programs; and
» process followed to attain outputs indicators and activity
including progress towards achievements of outcome and
purpose level indicators.

A CRMSAP monitoring software will be developed for
monitoring of progress. Field surveys and use of Management
Information Systems (MIS) tools will be used for the monitoring
of quality indicators to support input, output and outcome
monitoring. A formal reporting mechanism will be instituted with
each monitoring of CRMSAP.

Baseline surveys will be conducted to establish baselines, as
necessary, for monitoring and evaluation purposes. The status of
operational activities and processes will have to be recorded before
or at the start of works and during implementation.

MONITORING OF OUTPUTS AND ACTIVITIES
WILL COVER AT LEAST

*  Whether or not the planned activities have been implemented
on schedule,

*  Whether or not a regular supervision has been made if the
activity requires such supervision,
Whether or not their progress in implementation is in
proportion to the expenditures incurred in the annual plan of
operations, and

*  Whether or not the particulars, bills, receipts, documents of
the expenditure have been duly kept.

The DOC will be responsible for self-evaluation of all the activities
carried out under the CRMSAP. This will ensure self-assessment,
evaluation and continuous improvement for the CRMSAP

operations.

The CRMSAP 2017-2021 Strategic Action Plan is given in Annex 4.
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ANNEX 1
CRMSAP 2017-2021 RESULTS FRAMEWORK

. Means of Risks and

By the end of July
V2L . DOC Annual
Customs procedures
Progress Report
automated . . .
Client satisfaction
Increased number of
. : . Survey Report
Responsive Customs satisfied clients on .
Impact . . (Baseline and End
management established.  Customs services o)
An overall score of giﬁgag;de
1.3 on OECD TFIs .
. Indicators (TFIs)
attained
(2015 Baseline: 0.8)
Document National
requirement for policy
import and expert is remains
at par of the document favorable
Professional and required in one of to Customs
Competitive Customs the best countries in ~ DOC Annual priorities.
Services: Strengthened South Asia. Progress Report
Outcome 1 Customs management to Continued
enhance its image and to Time Release Study  DOC Annual support of
support trade facilitation (TRS) based time Progress Report Development
and travelers. adjusted in Customs Partners to
Customs.
NECAS new
functionalities’
introduced
Fair and accurate revenue
collection: Enhanced
service delivery and
enforcement for high
revenue yield/minimum Percentage of .
Quuiteoig 2 revenue leakage through the revenue® to GDP Csian SESies
collection of customs duty,
Value Added Tax, Excise
duty and other taxes on
imported goods.
4 Procedures refers to e.g. Valuation, PCA, Advance Ruling, pre-arrival clearance, expedited shipment, risk management and TTP.
5 Refer to footnote 1
6 Revenue refers to total revenue collected from Customs offices
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. Means of Risks and
Results Indicators ) ) )
Verification Assumptions

Social Safety and Security:
Strategies and other measures
for for surveillance and
control over the movement
of goods, means of transport,

Outcome 3 .
and transport equipment
(container, pallets, crates)
to prevent illegal trade and
trafficking of harmful items in
the country.
Strategies

Customs lab (Animal,

Food and Plant)

interfaced (under one  pOC Annual
roof) and functional in 7 progress Report
major Customs

Trace detecting
equipment used in 10
major Customs offices
to identify traces of of
such materials

DOC Annual
Progress Report

Outcome 1: Professional and Competitive Customs Services: Strengthened Customs management to enhance

its image and to support trade facilitation and travelers.

Expedited legitimate Trade

Strategy I | o cilitation

Promoted Integrity and Good

Sl 2 Governance

Enhanced Customs
Automation and Data
Management

Strategy 3

22

National legislation
made fully compliant
with the Revised Kyoto
Convention General
Annex and WTO TFA
No. of Trusted Traders
functional by the end of
July 2021.

Legislation

DOC Annual
Progress Report

KPI developed and
results interfaced with
performance evaluation

of staffs from the year
2019/20

CRMSAP fully
consolidated into
Customs annual

Annual KPI Report

Annual Consolidated

program and budget Plan
(one annual plan in
Customs) from the year
2018/19. DOC Annual
Progress Report
Progress of CRMSAP
annual plan reviewed
(Trimester) and
published annually.
90% of all declarations
(import and export) DOC Annual
processed through Progress Report
NECAS 2 g
Centralized Customs
clearance introduced. DOC Annual
NNSW system Progress Report
de\./eloped, pllqted DOC Annual
& interfaced with
Progress Report

ASYCUDA World and
selected agencies

CRMSAP -2017-2021



. Means of Risks and
Results Indicators ) ) .
Verification Assumptions

trati 4 i
Strategy Capacity
Stratesy 5 Developed Infrastructure and

& Physical Facilities
Enhanced Passenger's
Strategy 6 Baggage Clearance

Unaccompanied)

Strengthened HR Management

Services (Accompanied and

Customs technical

and functional experts
provisioned in new
organizational structure
and capacity developed,
from within the
Customs staffs
Technical and functional
experts provisioned

as "Pool of Experts
Scheme" under DOC in
the new organizational
structure.

Accredited WCO
experts developed in all
the thematic areas

Main Customs offices
functional with
necessary equipment
and tools

Attained 90% physical
progress of the annually
planned programs

Developed the
passenger's lane in main
Customs Offices

Equipment-based
clearance system
adopted in 6 major
Customs offices

Initiated Passenger
Name Record (PNR)/
Advanced Passenger
Information System
(APIS) in international
airport(s).

DOC Annual
Progress Report

DOC Annual
Progress Report
Restructured
organogram of DOC

DOC Annual
Progress Report

DOC Annual
Progress Report

DOC Annual
Progress Report

DOC Annual
Progress Report

DOC Annual
Progress Report

DOC Annual
Progress Report

Outcome 2: Fair and accurate revenue collection: Enhanced enforcement and compliance for high revenue

yield/minimum revenue leakage through the collection of customs duty, Value Added Tax, Excise duty and
other taxes on imported goods.

CRMSAP -2017-2021
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. Means of Risks and
Results Indicators ) ) .
Verification Assumptions

Fair and Accurate Revenue

Strategy 7 Collection
Strengthened Compliance
Strategy 8 Management/ Voluntary
Compliance
Strategy 9 Advanced Risk Management

No. of e-payment users
annually

Managed temporary
admission of vehicles at
all Customs offices

Costs of Customs
clearance reduced as
compared to Doing
Business Nepal 2015
data

60 % of importers and
exporters found aware
of their rights and
obligations to voluntary
compliance

Reduced number of
amended declarations
and penalties by
increased compliance
NECAS functional

in Customs for risk
management

Applied all selectivity
lanes (Red, Yellow, Blue
and Green) in major
Customs

Eighty percent of the
import cargo cleared
through yellow and
Green channel

DOC Trade Statistics
Report

DOC Annual
Progress Report

DOC Trade Statistics
Report

Survey Report

NECAS Statistics

NECAS Statistics

DOC Annual
Progress Report

DOC Annual
Progress Report

Outcome 3: Social Safety and Security: Strategies and other measures for surveillance and control over the

movement of goods, means of transport, and transport equipment (containers, pallets, crates) to prevent
illegal trade and trafficking of harmful items in the country.

Protected Society/ Safety &

Strategy 10 Seomiliy

Streamlined Co-ordinated

Strategy 11
Tategy Border Management

By the end of 2020,
7 Customs offices
equipped with NII

Legislative provisions
enforced for CBM

Integrated various
border management
agencies under CBM’

DOC Annual
Progress Report

Legislation

DOC Annual
Progress Report

A minimum of 2 DOC Annual
Customs offices shifted Progress Report
to ICP
7 Border management agencies refer to Customs, Security agencies, quarantines, (food, animal and plant), immigration, banks, port/terminal operators,

local administration etc.
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CUSTOMS REFORM AND MODERNIZATION
STRATEGIES AND ACTION PLAN (CRMSAP) 2017-21

1. Coordinator

2. Sub Coordinator
3. Member

4. Member

5. Member

6. Member

7. Member

8. Member

9. Member

10. Member

Mr. Mimangsa Adhikari

Mr. Mukti Prasad Pandey

Mr. Mani Ram Paudel

Mr. Harihar Poudel

Mr. Gunaraj Subedi

Mr. Ramesh
Khatiwada

Kumar

Mr. Upendra Lamichhane

Mr. Gopal Prasad
Bhattarai

Mr.  Ananta Prasad
Timsina

Mr. Prakash Pokhrel

11.  Member Secretary Mr. Ashok Guragai

FORMULATION TASK TEAM

Director, Customs Reform and
Modernization Section, Department of
Customs

Director, Project Management Unit,
Department of Customs

Section Officer, Customs Reform and
Modernization Section, Department of
Customs

Section Officer, Project Management Unit,
Department of Customs

Section Officer, Monitoring Section,
Department of Customs

Section Officer, Intelligence Section,
Department of Customs

Section Officer, Valuation Section,
Department of Customs

Customs Officer, Bhairahawa Customs Office

Customs Officer, Biratanagar Customs Office

Customs Officer, Pashupatinagar Customs
Office

Section Officer, Customs Reform and
Modernization Section, Department of
Customs

RESOURCE PERSON AND EXPERT

1. Expert

2. Expert

CRMSAP -2017-2021

Mr. Kapil Dev Ghimire

Mr. Shyam Dahal

Planning and Evaluation Expert, ADB

Trade Facilitation Expert, ADB
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CRMSAP Formulation Activities
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Interaction Program, Birgun;j Interaction Program, Krishnanagar Customs
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