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To: 	 Mr. Jack Newman, Acting Director 
Foreign Tax Assistance Staff 
Internal Revenue Service, Room 1409 
llll Constitution Avenue, N.W. 
Washington, D.C. 20224 

From, 	 William B. Flaherv, Senior Tax Advisor, AaUD01.sn, Paraguq 

Subject' 	Report tor Month of Juq 19'10 

Genera] COlDlDcnt,g 

Tax CollectioDB through June were as follows. 

(In 000 Guaranies - 126 GuaraD1es =$1.00) 

lS.62 1272 

Real Propert,y ~es 200,m 267,~ 
Income Taxes 
Sales Taxes 
Internal Taxes 
Cigarette Stamp Taxes * 
Customs Taxes ** 

365,699 
117,447 

1 305,914 
t196,650) 
882,594 

418,688 
200,531 

1 380,229 
bJ2,SQ5)
778,129 

* Included in Internal Taxes Total. 
** Not monitored b;y IRS Tax Team. 

As can be seen, all taxes monitored by the tax team cont1nue to show an 
increase over 1969. The drop in cigarette taxes continues to be a drag OIl 
increases in Internal Taxes. Although we have not concerned ourselves with 
customs taxes, sinoe that tax is outside our ar_ of reepou1blliv aDd 
authority, it's obvious there is someth1.Dg Vl'OItI there. The r1M'"'1a1 
Management expert contracted bT Am, who report. 1ibztovIh the Publ10 ""'n
istration aot1v1t7, is propoeilll a OOIIJNter oontnllecl oheok OIl oez1idD 
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Cuntoms activities. As time permits, Ra7 Bateman plana to coord1Date with 
him since this is an 1mportant revenue lector and there 11 110 cuatoma adri801' 
here. I anticipate thil vork will take oDl7 a atn1pnJm ot Ra7' I tiM. 

nay ond his wife, Irene, arrived August 26 and are adjusting quite rapidlT 
to life in Paraguay. Since most of Ray's vork will probab~ be in the 
Internal and Real Property tax offices, and both offices are located in the 
same building, ve've secured office space tor h1JIl there. H'e'll locate 111. 
the AID building dur1Jlg the atternoons tor planning, report preparation, 
etc. We'll send both phone numbers along with his home phone as soon as 
they're loco.ted. 

Real Property' Tax (Inmobiliario) 

Collections in the otfice continue running vell ahead ot last 7ear - about 
.3.3% at this time. We expect the 1ncrease to hold up tor the entire 7e&r, 
though perhaps at a lesser percentage. 

I revieved the vork plan vith the Director. Projeots are genera~ 011 
schedule. The plan for decentralized regional otfices nov contemplates the 
initial location of tvo employees in each ot three ottices. This v1ll be the 
first test of the decentralization concept. While the Real Proper~ fax 
Director is a little skeptical about this project, ve're enthusiastic and 
continue to believe that with the establishment ot ettioient procedures and 
adequate controls this project should go ve17 vell. We teel nov that the. 
problem of f1nanc~ this and securing competent personnel 1& resolved. 
While we would not have opted for tvo people in each ot the regioDal oftices, 
tbe most important thiDg nov is to get the proJeot undenl8.7. Perhaps it all 
goes well and ve determine a need tor onl¥ one persOll in each ott1oe ve can 
use the second man to staft similar offices. 

We mentioned before that an OAS Rural Cadastral expert is nov here on a one 
year contract with the Real Propert7 Tax oftice.to help develop a plan tor 
constructing a proper~ tile tor rural propert,y. While this vork is purelJ 
lltax adminis trationll, va oouldn' t do it.· We're coord1Da ting with the OAS maD 
and believe the final result trom this undertaking can oDlJ be a plus, Ilot 
only for our IRS tax adminfstratlOil projeot, but, 1101'8 iIlportantq, tor tax 
administration in Para,guay. It successful, it v1ll add aD7 DeW rural pr0p.
erties to the proper1i7 tax rolla. 

Income and Sales 'l'axes (La Renta/Venta) 

I sent a letter oontainiJlg our proposals tor an inoreased partloDllel budcet 1D 
the audit funotion to the Director ot this ottioe. uter,! Ua0U8Ie4 the. 
proposal - essen"':;1a~ a Z'eOOIIIDendation that the audit tOl'Oe be doab1e4 vitia 
a correspondiJlg inorease 1n aupport pel'llODDel - with the DiNotor. Be told _ 
he was complete:q in aare-nt with ., nac_tDdatioDl, bat daabtied tlaat tM 
M:1n1stJr vould approye. AlIo,.iDee be bad beeD _ria.. -.. ta. ....,. to 
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cut oxpenses to the bone, he vas not disposed to reClllest aD increase 1D 
personnel or some 10 or 12 new empl07eos. I than 4sked hill 1£ he would 
mind if I sent a copY' ot the recommendations directlY to the Min1ster aloae 
with a requost tor a meeting to disouss them. Be had no objections but 
predicted the Miniater would neither grant the increases nor would he be 
disposed to discuss the matter. 

At any rnte, last week, I sent a cop,y ot the recommendation to the Min!ster 
with a request tor an audience at which the Income Tax Director should also 
attend. As of toda7 I've received no answer. I plaD to call the Minister'l. 
Secretar,y shart~ and verball1 request a meeting. While I'm confident the 
Minister will see me, I :an't predict the outcome. I can o~ s8.7, that 1D 
my view, the increase is direlY needed and I hope that VB can work out SOIl&o 
thing. Because ot the drop in the number ot auditors 8Ild a chaDge 1D the 
procedures for selectillg returns tor e.xamiMtion, audit production has talla 
off considerablY. While we can do something about retUl"ll selection proce
dures, our hands are now tied on increasing the n\Dllber ot aud!ta because of 
the inadequate statfipg. 

The propused income tax law continues dormant in the Congress. A supplementarr 
"procedures" law to cover administrative procedures, presumablY, for all taxea 
administ;red b.Y the Mlnistr,y of Finance, has not 7et left the Executive. 
I reviEmed the proposed "procedures" lawarOUDd the first of the 7ea1" with the 
OAS representative and he anticipated no trouble with its passage. It could 
have some control over the effective date tor the inoome tax lave In spite 
of the Olt.S man I s optimism it could also be used pollticall7, aI a tairq 
effective block in delayiJlg implementation ot the nev tax lave 

Intcrn~l Tax Orrico (lmPUODtos Internos) 

Ray Datomnn will give vert high priority to the propoDod :laster fUe here. 
He is presently workiJlg with two men specifically appointed by the Direotor 
for that projeot. We anticipate that these two v1ll be attend1.ng our proposed 
o & M course shortlY, and that v1ll slow us dow somewhat. However, _ COD
sider the need for the 0 "K course to be ex1irl'melY ilIlportant, 10 thia dela7 
can't reasonabll be avoided. 

Bond sales for the cattle tax program tell off about 15~ 1D Juq compared to 
the same month a 7ear ago. This, however, didD It surprile us too 1UOh, s1DO., 
July 1969 was the intensive tirst month of the project, aDd lION tbaD c1wb1e4 
July 1968. Bond sales tor J~ 1970, tor example, were ltUl fRer '10' IDre 
than those for J~ 196e. Th1a Val the project tor vh10h the H1D1ater of 
Fimnce publloq oOJlp'atulated tU a""'a'.tnton at a .peo1al paltll0 -tiDI 
las" month. 
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Hiscollaneous 

A special B·~it program is now underwa7 tor sales and stamped paper taxes. 
In Paraguay, the latter produces more revenue annually than the income tax. 
Tho specinl program contemplates the audit ot 100 taxpayers over a six IDOnth 
period. It will be under the direction ot tho Inspector General ot Hacienda. 
It's unfortunate the sales tax returns can't be audited in the Income/SaleD 
tax office but the shcrtage ot auditors prmousq menti,oned precludes it nov. 
I have every expectation, however that the program will be verr successful, 
it not a step in the direction ot i..utitutional1zati()n. The tax team v1l1 
be coordinating with the Insp0otor ~!lFtU, Guuan Acosta, on this project. 

We noW' have all 25 copies ot Module I ot SATPRO II, and hope to start tl-.e 
o & M course about the tirst week 111 September. It looks as it the course 
will run about Jt months, and that weill have sufticient qua11t'ied 1nstructol'l. 
in Asunci6n. We're reviewing the course plan tomorrow afternoon. 

The project for reregistration ot cattle brands is running,verr smoothlJ. 

We've had two meetings during the last week-one, Saturclrq morning, the other, 

Tuesday evening. Ray Bateman attended 'both, and I teel welve made s'\lbs~tia1 

progress toward implement~tion. The meetings dealt pr1mar~ with updating 

the old (1932) registration law, the reregistration tee, timing tor future 

reregistration, etc. As I've mentioned previouaq, this should be an exce~ 

lent project, not only because ita successtul tru:ltion vUl update some archaio 

cattle brand files, but also, because it should produce 80 to 100,000,000 . 

guaranies in registration teea. As 70u lmov, Inde d1d a lot of poe11l!fM"7 

work on this for us. 





