
12-Nov-2020
ilis Excellency

Mr. Serghlei Puscuta
Minister
Ministry of Finance
Chisinau
Republic of Moldova

Fxcelclency.

Re: Republic of Moldova. Tax Administration Modernization Project
(Credit No. 5829-MD)

Amendment No. 2 to the Financing Agreement

We refer to: (i) the Financing Agreement between the Republic of Moldova (the
"Recipient") and the International Development Association (the "Association") dated June 28.
2016 for the above-mentioned Tax Adiniistration ModernizatiOn Project (the 'FinanCin-

Agreement"), as amended and to (i) the Recipienfs letter dated June 13, 2020, requesting the
Association certain amendments to the Financing Agreement. The capitalized terms used in this
amendment letter (the "Amendment Letter") and not defined herein have the meanings ascribed to
them in the Financing Agreement.

We are pleased to inform You that the Association agrees to amend the Icns of the
Financing Agreement as follows:

1 In Schedule I the Project objective is amended to read as set forth in Attachment I to
this Amendment Letter:

2. Schedule I (Project Description) to the Financing Agreement is amended and restated
to read as set forth in Attachment I to this Amendment Letter.

3. Section I.A.1 of Schedule 2 to the Financing Agreement is amended in its entirety to
read as follows:

"A. Institutional Arrangements

1. The Recipient shall vest the overal responsibility for the implementation of the
Project in SI S, and to this end, through STS, shall: (a) operate and maintain,
throughout Project implementation, the Project Implementation Unit (PLU) with
qualified staff in sufficient numbers, as well as adequate funds, premises, services
and other resources for Project implementation, inClUding, procurement, financial
management and monitoring and CValuation, and reviewing and verifying the Annual
Reports on the achievements of the PBCs and recouending corresponding
payments for approval to the Recipient and the Association, all acceptable to the
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Association and deseribed in the Projct Operational Vanu : ad (b) eure that anly
staff of Ilie PU1 fnanced ot of the proceeds of the Credit is selected and hired in
accordancc with Section fil of this Schedule.

4. Section iC to Schedule 2 is amended to read as follows:

-C. P3C Monitoring and Reporting

without limitation 0ln its other reporting obligations under this Agriement. the
Recipient shall monitor and furnish reports to the Association on the achievernent of the

Performance-Based Conditions, not later than in 45 davs after the end of Cach vear
during the implementation of the Project, in accordance with the verification protocol
set out in the Project Operational Manual."

5. The Table under Section IV.A. o chedu 2 to the Finaneing Agreement is aiended

in its entirety to read as set forth in \ttachment 2 to this Amendnent Letter.

6. Section IV. B of Schedule 2 to the Financing Agreenient is amended in its entirety to
read as follows:

"B. Witidrawal Conditions Witlhdraval Period

l- Norwithstanding the provisions of Part A of this Section, no withdrawal shall be made:

(a) for paynents made prior to the date of this Agreenent;

(b) for Categories 2 and 3 respectivelv, unless and unlil the Recipient has: (i) furnished
evidence satisfactory to the Association in accordance with the verification protocol
set forth in the Project Operational Manual that the Recipient has achieved the
respective PBC(s) set forth in Schedule 4 to this Agreement against which
withdrawal is iequested; and (ii) coniplied with the additional instructions referred
to in Seetion IV.A of this Schedule. ineluding fumished to the Association the
interirn unaudited financial reports doeumenting the inCurrence of the Eligible
Expenditures,

2. Notwithstandig the provisions of Parts A and B. of this Section. Ilie amount of' the
Financing to be withdrawn upon verified aehievement of any PBC shal l correspond to
the arnoint of the finaneing allocated for such PBC as set forth in the table under Section
IV.A.2 of Schedule 2 to this Agreement.

3. Notwithstanding the provisions of Part B.l of this Section, if the Association shall
determine, based on the evidence furnished by Ilie Recipient under paragraph 1 of this
Part B. that any PBC that has not been achiev*ed, the Association may in it sole
discretion, by notice to the Recipient : (a) witlihold in whole or in part the amlount of
the Financing allocited to sich PBC; (b) disburse in whole or in part the amount of the
Financing allocated to such PHC at any later time if and when such PBC is actutally
completed, to the extent that such completion renains feasible at a later time; (c)
reallocate in whole or in part any withheld amount of the Finaneing allocated to such
PBC andlor (d) cancel in whole or in part any withheld amount of the Finaninge
allocated to such PHC.

4 Tlie Closing Date is November 30, 2023.-



7 Schedule 4 (Performance Based Conditions) to the Financing Agreement is amended in
its entiretv to read as set forth in Attachmient 3 to this Amendment Letter.

8. Section 1 (Definitions) of the Appendix to the Financing Agreenent is amended as
follows:

(a) The foilowing definition is amended in its entirety to read as follows:

""Project Operational Manual" or "POM1~ ineans the Recipicnts manual referred to in
Section IA.3 of Schedule 2 to this Agreement, in the form and substance satisfactory to
the Association, containing, inter alia, detaded arrangements and procedures for the
implementation. nonitoring, evaluation and reporting on the Proiject including a
verification protocol contaning the technical slandards and arran gernenits and
procedures for the moniloring, reporting and verification of PBCs and confirmation of
their achievement, as said manual maybe may be modified from time to time with prior
approval in writing of the Association, and such term incitdes any schedules to the
Project Operational Manual."

(b) The following definitions are added and placed in alphabetieal order, (and existing
definitions are consequently reniumbered to keep the alphabetical orderk

"Beneficiaries" means private companies falling under the eligibility criteria and
selected to become beneficiaries of the subsidies under Part 5 of the Project. all in
accordance with terns defined in the Proijct Operational ManuaL

"Performanec-Based Condition" or "PBC" means any of the conditions set out in the
table in Schedue 4 to this Agreement; "Pcrformance-Based Conditions" or "PBCs"
means the plural thereof.

All the ternis and conditions ofRie Financing Agreement that have not been amended liereby
shall remain unchanged and in fuff force and effeet.

Please confirm your agreement with the foregoing by signing and dating the confirmation on the
enelosed copy of this amendment [etter and returnig it to us. This Amendment letter shall be exeeuted
in two counterparts each of which shall be an original.

This Amendment Letter shall become eflective Upon: (a) receipt by the Association of: (i) one
countersigned original; (ii) evidence that the execution and delivery of the Amendment Letter on behalf
of the Recipient has been duly authorized by all necessarv governmental action; and (iii) the updated
Project Operational Manual acceptable to the Association; and (b) dispatches by the Association to the
Recipient of the notice of its acceptance of the evidence required herein.



Ieasc note that the rstructur ing paper dated 09/ 4/2'!020 has becn dicsed on the Association s
external website as per Association s policy on Access to Information.

Sincrcily

INTERNATIONAL DEVELOPMENT ASSOCIATION

Anna Akhalkatsi

country Manager

CONFIRMED AND AGREED:

REPUBLIC OF IOLDOVA

BY:
Authorized Representalive

Naner ic:EIB P3 c A

Title: /$b'TERO F3N.C E

Date:WNc\vE/IitEK 132,202



Attachment 1

SCHEDULE 1

Project Deseription

"The objective of the Project is to support business survival and sustain employmeni in the context of
the COVID-19 pandemic, through temrporary tax relief, and improve taxpayer services in the Republic of
Moldova.

Tbe Proj cet Consists of the followingt parts:

Part . Tax Policy, Tax Administration ROeems, ud Operational Development

Provision of Fiancimg for EEP to support the Recipient in inercasing efficiency of the tax policy and rax
administration. including strengthening the operational capacity of the State Tax Service of N'oldova through,
inter alia,

a) increasing norninal value of the specific and minimal excise rates for all tobacco
produets under t2arilp2os2ion 240220 fr (i te vear 202 1 by a 1east 1 5 percent coipared
to the Fxcise Rates from ?070;

b) ensuring that supplies of goods by insolvent subjeets are taxed with VAT on the reverse
charge principle:

e) improving the usability of the STS website, through the launching of a single STS
website which would, inter alm, (i) support to requirements of peoplc with special
needs; (ii) allow taxpayers to submit income statements electronicalfly hrough their
personal account created on the site; (iii) be synchronized with the state web sites
through the automated information exchange (open data); (iv) have a new searching
system which will refleet the final version of the legal documents, specifying all
amendments and additions: and (v) have a feedback mechanism through the online
(chat) assistance service;

d) strengthening the capacity of STS staff to deliver taxpayer services by developing a

e) developing anrd carrying out ofan eleetronie taxpayer survey tool,

Part 2. Institutional Developmcnt

Provision of support for strengthening STS perfornance and service delivery, including through inter
alia: (a) the purchase and installation oftechnical hardware and software to support the functioning of the existing
and futiure IT and communication systems, and training equipment; (b) the carrving out of training activities;
and (e) the carrying out of regular taxpayer satisfaction surveys; and (d) the technical development and
establishment of the new STS's website with improved usability and broadened funetionality to replace the two
existing web-sites.



Pari_3 ITifrastructure and Systim Moderiz'ation

Provision of support for the pirchase and installation of lax adrinistration moderization tools.
including the provision of relevant hardware and sofivare, and training regading. ier alia. its functions,
management reporting and document management tools.

Part 4. Project Management and Chanec Management

a) Carrying out of capacity building activtes supporting the Recipient's change
nanagemenlit process to implemyent the activities referred to in Parts 1, 2 ,3 and 5 above,
including: (i) the carryig out of awareness campaigns and traning activities on the
implementation of said reforms; and (ii) the establishment of a private sector advisory
panel for citizen engagenent; and

b) Project implementation, monitoring and evaluation including: (i) the carrying out of the
Project audits; and (ii) the financing of Operating Costs.

Part 5. Naintainingeiplo-vment and business survival in the context of COVID-19pandemic

Provision of fimancing for FEP to support Ilie Recipient in minigation of necative fiscal impaci of the COVID-
19 pandemic



Attachmtent 2

Arnount Of the Percentage of
Financing Allocated Expenditures to

Category (expressed in SDR) be Financed
(inciusive of

______________Taxes)

Goods, non-consultin services, consultarts 902,00 100%
services, Tiaining and Operating Costs for the
Project, except of Parts I and 5

(2) EEPs under Part I of the Project througi: 100% of achieved
DLI/DLR amount

1) 1. l: Inereased nominal value of the 0 before the date ol
specik i and minimal excise rates for all this Amendment
tohacco products under tariff position 240220 Letter

DLI # 2: Ensured that supplies of goods by
insolvent subjects have been taxed with VAT
on the reverse charge principle 476,700

DLI # 3: Improved the usability of the STS
wxebsite 0

DLI # 4: Strengthened the capacity of STS
staff to deliver taxpaver services 110,000

DLI # 5: IntrodLced an electronic taxpayer
suirvey tool

(3) LEPs under Part I and 5 of the Projeet 100% of achieved
through: PBC from the date

of this Amendment
P3C 1: ei-ased nminal vatue e the 513.300 Letter
specif"w and m111nmal exelse rates for all
tobacco products under tariff position 240220

PBC 2: Ensured that supplies of goods by 0
insolvent subjects taxed with VAT on the
reverse charge principle

PBC 3: Inproved the usability of the STS 440,000
website

PBC 4: Strengthened the capacity of STS 110,000
staff to deliver taxpayer services

PBC 5: Intruduced an clectronic taxpaycr S50,000
survey tool



'13C, /: Lstabbshed e i rameworks anci 1 /500
transparent mec lianisin flr implementing the
temporary tax relief to buincsses to nioigwate
ior the negative fiscai impact of the COVID-
19 pandm ic

TOTAL AMOU 1 5.300.00I
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