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From:  William B. Flaherty, Senior Tax Advisor W

Subject: Report for January/February 1971

This report will bring tax administration activities in Paraguay up
to date through January and February 1971,

3111 Meaders arrived in Paraguay on a hot afternoon January 27, 1971,
and 15 now working full time in the Income Tax Office.

+& I've reported previously, we detected some errors in statistics
covering tax collections for the last quarter in 1970 - particularly in
Internel Taxes (Impucstos Internos) and Income Taxes (Impuesto a la Renta).
¢ now have those precty well ironed out and will submit the comparative
1969~1970 figures in a separate report, probably within the next week.

: “ie resident auditors of the AID Regional Office in Rio de Janeiro
. anve oo n audiv of several Public Administration projects, including
' Tuax [l:inistration. As soon as the latter is completed, we'll forwar.

the rooulis, Ve anticipate the audit will be completed sometime in March,

v3..ID has also scheduled an evaluation of all of the Public Adminis-
traticn, and other, projects, The evaluation of the Tax Administration
arojecs, one of four in the Public Administration area, is scheduled to
ce comrleved in the last quarter of calendar year 1971,

Azhough we were adviscd from a very high source in the Ministry of
+ that the FPresident was calling a special session of Congress to
~ proposed Income Tax law, this had not yet been done, by the
returned from the states, However, a notice appeared in the

¥ newspaper this week that the President had signed a decree calling
ccial session. The regular session opens April 1; so if a special
ion operates, it will have to be fast, We!ll keep you posted,
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T wennn (Pmpassios Inbernos)
VL NS hind concicerable activity in this office for the past two P
S orsaaeoason chart designed by tho now O & W group nas bocn v
C Ly bhe Lirceior and will be implemented. The dircctor also igsued
“ laeaon, i Louileb fomm, which combinos all of the oficctive rulings bg:

Crltaal Wax Uriice into ono pamphlet. This will greatly simplify /. ¢
..-vehes for old rulings, and tho drafting of new onzs, Certain e
Srosoners in senvictical data, pertaining to the sumo source material

oo ined from the Ministor of Finance and the Intornal Tax Officc have

S e oozonciled.  Tais will represcat a significant step in standardizing
sunvictical reporsing, and hopefully, holp to prevent a reocurrence of the
incoasisteoncies that forced us to reexamine the collection figures for the
i.uh ouarber, Also, crrors noved in tho Office's Monthly Statistical

Toil.oin will be cor-ected, To ascertain that new statistical procedures

AN followzd, the local administrative assictant in the Public Adnine

. Divicicn will personally visit the Ministry, monthly, for an ine
¢obovsinche pericd, to secure statistical data germane to the tax project.

hove previousiy reported that at the suggestion of the tax teen,
; AN 12) Tasies had requested the Director of the HNational
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c

. LRI
K ey e e B
AD.CLLCCE S ac

ar Sysien,

cassmaction of the controlling master file. The requesy
Tovoraly reccived, and wo were very surpriscd to learn that the first
ool check was roceived from the reilroad by Internal Taxes on Februaxy
2i, Tids io the only instance wo know of where one Paraguayen agency vol~

payizent to another, Ray Eateman desorves very high marks K¢
this projecv,. .

grous 15 conducting a troining needs survey in this office,
in~ course 1s now being planned for caployees of the
. llanoous Trexes (Fentes Varias) Depertment, This group also partic-
’ the cesiza of foxms to aid field offices in collecting data with
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.oon Lo boxnoyors oubside the capital area, who have not paid auto li-

tnrit. oite A momucl syotem with a praprinted card has been devoloped as
wec sesie vecord for thls part of the Master Fils,

ing o rousins roview of forms it was discovered that cervain forns,

iy sold bo texpoyers, were not controlled, Tho O & M group forwarded
.o oomeiun to the divector recommending that these forms be transferred K
S ohhie sectioa where they could be controlled, The director did so,

. % he coasidercd this to bo an important finding, and recognized
i, . ornc of the peneliis gained from his having an O & M group, Incidene
slliy, bhe oromobicn fon vhe chief of that group, voconzonded by Ray was

o Bifoctivo The Tiret of Febriary. Subsequently, wolll paan a4 ssudy
| of e beaefits, if any, from selling forms. ‘
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Real Proverty Taxes (Inmobiliario)

The Director has agreed to establish an O & M function in the Real
Property Tax Ofiice.

Shortly, we plan to resume discussion with the Director on the
project for loczting Real Property Tax representatives in key regional
offices throughout the country,

Incone /Sales Taxes (La Renta)

Bill leaders has presented his preliminary work plan for the Income
Tax Olfice, He is proposing to develop, generally, a new classification
plan for tax returns, using, partly, print~outs of IBEM cards now on hand;
an audit program for the balance of this year, new statistics reporting
procedures and some new forms, His work is going very well so far, and
he's receiving surprisingly good cooperation., As you know, our principal
reason for bringing Bill down was to pump new life into the sagging audit
program there, and to ready the office for the new tax law. He was also
to upgrade the quality of statistics reporting.

We've analyzed tax collections here for the last quarter of 1970, and
turned up scre fairly significant errors, No apparent fraud, just sloppy
worlz, The corrections will be reflected in the separate report on collec-
tion statistics we mentioned earlier in this report,

We are now conducting a survey for equipment nceds in the three tax
officas with which we deal (Income/Sales Tax; Internal Taxes, Real Property),
and the Inspector General of Finance, Although we've given limited come
moaity support to these offices in the past, both from USAID and GOP owned
P.L. L8O rfunds, there is an urgent and pressing need for files and more
efficient equipzent in all of these offices, Hopefully, we'll be able to
remcdy, partially, some of the defects by the end of the fiscal yoar,

Welve programmed one TDY for FY 1972, At this time, it appears that
we'll need someone to follow up and evaluate the efficiency and effective-
ness of Bill keaders expected recommendation, We expect him to propose
mejor changes in the Income Tax Office, This technician should also be
orepared to train inspectors (agents/auditors) in the office of the
Inspector General of Finance in both external and in-house audits., Thus,
wa!ll probably nced an audit man with a fairly strong training background,
vho speales Spanish, If we finally determine that we do need such a man
and can work it out at this end, it will probably be for late in this
calendar year, This is just to alert you to the possibility,
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