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EGYT - TAX AD fISTRATXON 
SM! -ARY AND RKCOI.11JDATION 

1. 	Grantee: The Governent of the Arab Republic of Eyp- CGOE)
 

2. 	Immlenentint Entity: The Ministry of.Finance, Department of
 
Taxation.
 

3. 	 Grant Amount: $2.1 millipn (Two million, one hundred thousand 
U.S. dollars).
 

4. 	 Purpose: To improve the institutional capability of Department
 
Taxation.
 

5. 	Project Descrintion: To finance the foreign exchange and some
 
costs of technical assistance and commodities to (i) implement 
reorganization of the Department of Taxation, (ii) provide ALDP 
capability; and (iii) establish a Tax Training Institute. 

6. 	Total Project Cost: $2.97 million (Two million, nine hundred
 
seventy thousand U.S. dollars) of which this grant -ill finanoe 
two-thirds and GOE will finance one-third, or LE 1070,000 in 
local currency. 

7. 	 Application: The GOE's application is ircluded as Annex A. 

8. 	 Statutory Reouiremen s: All statutory criteria havc been met.
 
See Annex F.
 

9. 	 USAID Views: USAID/Cairo has racoended th:t this grant be 
author.Ize '.
 

2O, Envirormental: The Initial Environmental EI arizLticn was a negative 
determination. See Annex D.
 

11. Recommendation: 
 That a grant of $2.1 million be authorized to the 
GOE on terms and conditions described in the draft authorization 
shown in Annex E. 

12. Project Committees:
 

USAID/Cairo
 
James E. Stephenson, Chairman
 
John C. Ramos, IRS Senior Advisor
 
Peter Davis, Economist
 
L. Michael Hager, Counsel
 
Richard Layton, CON
 

Mission Executive Corittee
 
Owen Cylke, A/DIR
 
John Blaht on, A/AD/PRG
 
Pierre Elissabide, A/AD/CI
 
Richard Dangler, IDIDPs 
Raymond Fort, A.D/AG
 
John Hafenrichter, AD/EHS/EM
 
William -Rice, CON
 
Michael Eager, LEG
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I. Recommensation
 

1.01. 
It is recoended that USAID/Cairo authorize a ProJect in the
amount of $2.1 million to modernize the administration of the Government
of Egypt's personal and business income tax syste=. 
The grant will
cover foreign exchange costs of $1,484,000 and local currency costs
equivalent to $616,000. 
 The GOE will contribute the equivalent of
$870,000, oi 29% of total project costs.
 

II. Introduction, Brief Project Descrittion, and Background
 

A. Introduction
 

2.01. In its efforts to generate additional tax revenues for develcpment through improved tax administration, the Government of Egypt (GOE)has in thr past requested technical assist.nce from the U.S. Government.AID has responded positively to those requests and advisors from the
U.S. Internal Revenue Service have made several studies related to the
problems of Egypt's tax administration. 
However, such technical assistance
has primarily been undertaken on an ad hoc bsi5 and it was not until
the conclusion of a one-year pilot program that the !nistry of Finance
requested an extension and broadening of a tan administration imrovement
 
project.
 

B. Brief Description
 

2.02. 
 The proposed project will continuc suunort of EgyTtian efforts to
implement modern tax administration proceduras and practices over a
three year period and establish a sound management base for continued
 
tax administration.
 

2.03. 
 The heavy technical assistance input reflects the capabilitybuilding emphasis of the.project. 
Areas scheduled for assistance are:
 

(a) Management and Organization; 
 (b) Training; C) AD?; (d) DelinquentAccounts and Returns; (e) Assessment/zxainaticn/Appeals and (f)Tax
Evasion. 
Assistance will be in the form of technical assistance ($1,317)
thousand); Commodities and Facilities ($W350,000); Training ($300,000)
and Other Costs (Travel, special U.S. support for Tax Team and Contingency)

($133,0001.
 

C. Background
 

2.04. 
 GOE requests for U.S. internal Revenue Service (IRS) technical
assistance date back to November 1974, when meetings of the U.S./Egyptian
Joint Working Group in Economic and Technical Cooperation were initiated.
 

2.05. 
 I1975, the IRS, at the re , est of the GOE, conducted a ccmprehensive tax administration survey. 
 This survey was an overall examination
of income tax administration. 
The Survey Report identified interrelated
 
problem areas includino:
 



- Inadequate collection procedures and policy; 

- A Tax processing system with weak controls and security; 

- Tax examination policy requi.ring audit of all returns; and 

- Other management disfunctions which hindered effective
 
tax administration.
 

2.06. The Report made an extensive set of reco~mendations. It was pro
posed that senior GOE officials visit the IRS for observation and dis
cussion of methods and procedures, installation of functional innovations
 
including automation, and suggested a program of technical assistance.
 
Because of sensitivity of the population to taxation, the responsibility
 
for determining modernization priorities and steps to be taken was expli
citly left to the GOE. The immediate action resulting from the "Report"
 
was to have six GOE tax officials take part in an IRS training program.
 

2 
2.07. In the fall of 1976 the GOE requested IRS assistance in training.
 
At the GOE's request, the IRS advizcr also reviewed with GOE officials
 
the recommendations and other aspects of the 1975 Report. The result
 
of this effort was a three-week seminar in the U.S. for six more GOE
 
officials to cover management techniques in tax administration and to 
review U.S. tax laws. 

2.08. In late 1977, the GOI again requested a~sistance and advice on
 
automating certain aspects of their operation.1 Short-term assistance 
was provided in January 1978, which confirmed the feasibility of data 
autonation if it were de7eloped internally azd based on an overall master 
plan.
 

2.09. Also in late 1977 the GOE requested additional assistance in 
planning the reorganization of the Tax Department. This request war 
based on the December 1977 Presidential Decree authorizing the 
Department t9 reorganize. In February an! !Arch 1978 a draft reorganiza
tion plan wag developed by an IRS advisor in coordination with the Tax 
Department. 

2.10. In early 1978 the GOE requested,and AID agreed, to assist with
 
a pilot advisory project focusing on two primary areas-Cl) reorganiza
tion and (2) automation planning. The IRS advisor arrived in July 1978 
for a one year assignment. in December 1978 the i.nister of Finance 
issued a detailed ReorganizaTion Order for the Tax Department, Minister
 
of Finance Decision 402/1978, and at the end of the pilot prcject an
 
automation plan had been developed.
 

2.11. The experience of this pilot project has shown that a useful 
role-can-be-pleyd-by-USAID and the IRS -in assisting-the Tax Department 
improve the personal and business taxation systems and also advise on 
day-to-day operational and.management problems. 

2.12. On April '25, 1979, the Minister of Finance requested an extension 
and broadening of the pilot activity. 
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1 Survey (See Annex G) 

2 Tax Training (See Annex G) 

3 Terry Report (See Annex G) 

4.Newnam Report (See Annex G) 



IIL. Detailed Project Descriztion Relation to Objective and Funding
 

A. Purpose and Goal
 

3.01. 
The purpose of the project is to modernize the administration
 
of the Government of Eypt's CoOE's) personal and business income
 
tax systems, improve tax equity and provide additional tax revenue
 
for develooment. Achievement of the project purpose contemplates
 
substantial institutionalization of tax administration improvements

in the business and personal income tax office (.Taxation Department)
 
to enable the collection of substantial additional revenues from ex
isting tax laws.
 

3.02. The purpose is consistent with the program goal which contem
plates the increased mobilization of domestic resources for development.
 
The expected improvements in income tax administration should result in
 
more national revenues for develo.ment purposes and help preserve a
 
favorable distribution of national incomes/revenues.
 

3.03. The imznrovements should also result in sore cquitable apmlica
tion of taxes since current inequities of the czen place a heavier 
tax burden on salaried employees who are more eesily io-entifid and 
placed cn the tax rolls. On the other hand, self-cnmloyed ;:-crrietors 
and professionals are able to withhold infcrmation related to sales,
 
investments, profits, etc., and thereby do not fully share in the cost
 
of public services. Further, equitable and consistent application of 
tax laws and regulations should assist in efforts to encourage invest
ment by ensuring predictability of unifor= tax a-plication for industry 
and commerce. 

B. OutDuts 

3.04. The principal outputs will consist of the inmrovements in and/or
upgrading of all majo. functions in the Tax Department, inclueU; estab
lishment of an in-house training capability and an improved and expanded 
ADP capability.
 

1. Identified Itanagement Systems and Procedures for unctional
 
Tax Areas
 

3.05. The Reorganization authorized by Ministerial Decision 402/1978
will have been implemented; i.e., all responsible management officials 
will have been designated and in place. Delegations of Authority re
quired to enable officials to carry out their work responsibilities 
will have been issued. Organizational plan, office and staff position
descriptions will be completed. At least three procedural manuals will
 
have been prepared or perfected in the income tax examinatica and col
ecitifi ict-iVities and -in- the-ADP area. 

3.06. A Tax Training Institute co=itred to in-house training of
 
technical and supervisory personnel will be established and staffed.
 
Instructor training courses to develop expertise in teaching technical
 
and supervisor, courses to other employees will be implemented. Training

needs will be identified, and curriculum for teaching established.
 



2. Automated Date Processing
 

3.07. The AD? Division of the Tax Department will be established,
 
staffed, and functioning. Employees viii have received additional
 
systems analysis and programming training. Assessment information
 
from third-party documents will be processed by A.DP means and trans
mitted to Examnation Division for its use. Long-range planning for 
expanded ADP facility vill be drafted together with operational plan
ning for establishing an integrated taxpayer master file and use of 
a unique taxpayer identification number. Determination will be made 
during project implementation as to whether more AD? equipment should 
be intrcA uced.
 

3. Training Procram
 

3.08. Substanitially all top-level managerial personnel will have re
ceived training in the U.S. 14 Senior executives will have benefitted
 
from the observational programs; 18 Division Chiefs rill have been
 
participants in the IINT X Middle Management Seminars and 8 managers
(two each in Training, Ex-minations, Collections and Ccputer Management)
 
vill have received specialized managcment training through IRS manage
ment seminars. in a , 12 Dersons -ill have been rarticipants of
 
specialized training at USC.
 

3.09. Short-ter Training Advisors -will havc provided assistance fcr
 
developing in-house training programs both for technicians and instruc
tors as well as training in curriculun buildin.. Initial training 
course developmant will concentrate on technical subjects (procesrinG,
 
assessnent/examinaticns, delinquent returns and accounts, etc.). Sub
sequently, management programs may be developed at the Institute.
 

4. More Accura-e. Current and inclusive Tt: Ascessnents 

3.10. A result of imzroved income ta. examinaticn and collections
 
training, assessments and examinations will be conducted in less than
 
the present six-year cycle. Return clizsificaticn and selection for
 
examnation rogras will enable tax auditors to be more current in
 
the examination of tax returns. Qality of exa_-ination wil! be stressed; 
arbitrary production quotas of tax examiners will be eliminated. Adminis
trative appeal of findings will be expedited. "Package audit" programs 
(examination of several taxes concurrently) will be developed and im
plemented.
 

3.11. As a result of improved management, better technical skills 
and more efficient procedures and systems, personal and business income
 
taxes should rise from their current level of !7" of total tax revenue 
to-contribute 25% of total tax revenue by 1984. See Annex 1, Logical
Framework Matrix, for a sin-ary of program goal, project purpose, in
puts and outputs, interrelationship of those and quantification of pro
jected results. 
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C. Inputs
 

3.12. AID inputs to the project are principally technical advisory

services, training, and commodities for carrying out project pur
poses ind for achieving project objectives. The total AID grant

for the three-year life of the project is budgeted st $2,100,000,
 
of which $66,000 is localfcurrency costs.
 

3.13. GOE contributions to project objectives will approximate

$870,000 (LE equivalent) and will consist primarily of appropriate
 
managerial ard technical staff support, counterpart commodities
 
(principally in the Tax Training Institute and ADP sites), facili
ties and support for the USAID/IRS advisory team.
 

AID IFNUTS
 

1. Technical Assistance
 

3.14. 117 staff months of U.S. technical aszistance have been pro
grammed for the three-yea, life of the project. Advisory assistance
 
would continue and expand from the present cnv-nan resident advisor
 
to two full-time resident advisors, augmented by 4 5 saf: months of
 
TDY specialized expertise spread over six funztional activities.
 

3.15. The full time advisors will be required to identify and co
ordinate with apprcopriate counterpart officials in the tax administra
tion activity to assure that advisory recczmendations will receive full 
and objective reception and to ins'ue that project inputs are applied

in an orderly and timel manner. 
Principal respcnsibility for this
 
tnd for all scheduled project activities will rest with the IRS Senior
 
Advisor, who is designated Team Leader.
 

3.16. 
 Team Leader's role is one of an in-house advisor concentrating
 
on improvements and adjustments of the internal w:orkings of the func
tional offices in accordance with the reorganization plan, including

development of guidelines for delegating authcrity, reporting systems,

and operating manuals and procedureL. These sttps arc included in the
 
Ministry's reorganization implementation plan.
 

.3.17. The Team Leader will also have major responsiblity for pro
viding advice on the development of the Tax Training Institute. The
 
needs in tax administration training are documentel in detail 
in the
 
1975 survey. 
A major effort will be needed to develop this institute
 
into an effective organization meeting the needs of the Tax Department

and short-term advisors will assist as necessary.
 

3.18. 
 The Team Leader will also assist in selection and supervision

of all short-term U.S. advisors assigned to the project (45 staff
 
months), though authority for this supervision could be delegated to
 
the other long-term advisor when appropriate. He will also be avail
able for consultation in selecting and processing host government

officials for training abroad, and he would assume a viable technical
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role in restructuring the organization and providing advisory
 
&ssistaance to the examintion/assessmenit/,atrsals divisions.
 
.inally, he would be. responsible to the USAID Mission and to 
IPS/TAAS Divibion for progress reporting on the project.
 

3.19. The other long-term advisor, a Systems Analyst/ADP
 
Advisor, will advise the Ta. Department on its automation unit
 
in the establishment of the data processing activity. The Systems
 
Analyst will also assist -in planning and programming in functional
 
areas such as delinquent returns, delinquent accounts, etc. He
 
rill advise in the development of a taxpayer master file and assist
 
in overall ADP planning requirements for the Tax Department.
 

3.20. As the master file is established, refined, and some opera
tional experience is gained by the data processing unit, the poten
tial for linkages to other accounts will grow, since the system will 
utilize a taxpayer numerical identification number which can be tied 
to many transactions such as customs, property transactions, etc.
 
The perfection and wilespread use of a comon identifier is likely
 
to take several years to achieve, but its use will be built into
 
the initial rrocessing system. With the g_-eer use of third party
 
informaticn documents for assessme:.t anr evcs.on control, this
 
linkage with other information systems is very inportaht "C'the Tax
 
Department.
 

3.21. Short-term technicians wou-d advise in the specialty areas
 
of Training (12 months), ADP (12 months), Delincuc-zt Accounts and
 
Delinauent Returns (10 months), ExaminationAl^ ..... /,:.l

(6 months), Tax Evasion (h months), and Proiect vaJu;tion (I month)
 
They -wouldalso assist in aptropriate on-siie training ;:ograms as 
needed. 

3.22. USAID will finance required contractcr support services for 
an int rpreter/of"ice administrator and a bilin:5-al secretz. 

2. Training
 

3.23. AID funding for formal training abroad will total $300,000
 
of which $86,000 will be in local currency.
 

3.24. Training in the U.S. will be in four programs: IRS orienta
tion of top policy/administrative executives; IRS Middle Management 
Tre.Liing for tax managers; specific. tax studies at the Institute for 
Tax Administration at the University of Southern California; and four 
specialized management courses to be conducted by IRS; (Tax Training 
ManaGement, Examination Management, Collections Management, and 
Computer Management). 

325-T -orientat ion-cours e-for-the -top-poli cr/-administ rative-eyxecu 
tives will incorporate visits to all operational levels of the U.S.
 
internal Revenue Service. The developing country exe:utive will have
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#n opportunity to meet and talh with top IRS tax officials in all
 
major line and staff manag~ment arexas. The program is designed to
 
demonstrate to those officials the interrelationship of the various
 
tax administration functions, to observe firs--hand decision making
 
at the loest practical level of orerations and to orient them to
 
the necessity for considering administrative implications prior to
 
&ny final policy decisions in the taxation areas. These orientation
 
coursez are of three weeks' duration.
 

3.2). The IFS Middle H-aagement Courses for managers below the level 
of, irector General are practical courses in tax administration 
management. They incorporate formal training vith officials from 
other develcping countries, affording the participants a forum for 
the mutual discussion of problems and the interchange of ideas. The
 
participants will also have an opportunity to visit the various jr
ganizational levels and functions of th- Internal Revenue Service,
 
and discuss procedures and problems with local officials. Six
 
Division level managers are prograamed to attend these courses in 
each of the three years of the project.
 

3.27. The University of Southern California's Institute for Tax 
Administration provides the opportunity to study specific areas of 
taxation not otherwise zrovided for by either the !PS or other 
State tax administraticns. These courses are gencrally of five
 
Veeks' duration, Four rarticipants in each of the three years of
 
the project are progrpnied for attending these stecialized courses.
 

3.28. In addition to the progremmed training offered by tLa 71S,
 
four special functional management training courses wVill be prcvided
 
to hicb level Tax Detartment manigers. nese vil. be Tax Training
 
Vanagement, Examination lanagement, Collections Yanagement and Con
puter Management. These courses or s-ccialized seminars vill con
centrate on the management policies in each of the four areas. Focus
 
vill be on.progr= definition, planning, direction, coordination
 
between functicnal activities, and elraluation. Th.o managers in each
 
of the four areas will receive this specic ized management tlaining.

T'le serinars will bc of two weeks' duration. See Exhibi N for
 
training schedule and budget details.
 

3. Comodities 

3.29. AID ccimodity contr-lution will to-.t! $350,000 duriu& the 
life of the p: oject. The alaocation of these commodities is: 

ADP $ 237,000
 

Tax Training-Institute--- 67T000 -

Test Equipment 40,000
 

Advisor's Office 6,000
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3.30. Commodities for the AD? unit provide for the acquisition

of an additional APD equipment and training materials for the
 
ADP Division of the Tax Department. Hovever, the bulk of these
 
acquisitions are not prograrmed until the third year of the
 
project, or until such time as 
special evaluation of the ADP
 
Division's operations is completed prior to the end of the second
 
.year of the project.
 

3".31. Commodity acquisitions for the Tax Training inst:.tute pro
vide for materials, books, supplies, training aids, and equipment.

Specific comodity assistance to the Tax Training Institute is to
 
be deferred until senior tax management training is completed and

the short-term Training Advisor has had an oportunity to determine
 
the most critical and iediate needs of the Tax Trainiig Institute
 

3.32. Test equipment commodity suport is provided to permit demon
stration of increased productivity and efficiency in operational acti
vities (examinations, collections, appeals, tax evasion, etc.) when
 
employees are provided vith the necessary tools of their trade
 
(adding machines, calculators, locking files (for unique records),
 
and photocopiers).
 

4. Other innuts
 

3.33. These "other" AID inputs total $4E,000, all of which are
 
local. currency 
 funds. This funding prcvides fcr in-country travel 
of all advisors to visit the significant locations outside of Cairo
 
which impact substantively on tax collcctions and/cr at which large
numbers of Tox Dc;artnent ezp2oyees wcrk or vhe7e:-e cf f u:titns 
(returns, examinations, etc.) is located. The Pill-time advisors are
 
expected to visit each Regional Office at least once cach year and the 
short-term advisors are expected to visit the Alexandria Rcgicnc.2 Office 
once. 

3.24. Also included under this heading are funds to cover the ccsts
 
of an interpreter/office administrator &nd a bilingual secretary for 
use by the tax team. See Exhibit J for Siummar of Comodity inputs. 

GOE INPUTS 

3.35. 
 Principal inputs from the GOE would be operational project

support, expanded facil!ties (Tax Training institute and A)P site),
and support for the advisory team. Total GOE project support is 
calculated at $870,000. See Schedule 1 (Page 21) for cost analysis. 

D. 
 Administrative ana..-=ment Resoonsibilities
 

3.36. The administrative and management responsibilities of the
 
project are divided between AID, through the IRS Senior Advisor
 
(Team Leader) and responsible GOE cfficials of both the Ministry of
 
Finance and the Taxation Department.
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3.37. AZD: The IM Senior Advisor is responsible for managing

the input of the prcject. 
 He will identify and coordinate vith
 
appropriate counterpart officials to assure that project inputs
 
are applied in an orderly and timely manner. Be will assist in
 
selection and supervision of all other team members. 
He is re
sponsible for Lssigrment of projects to team members and evalua
ting their performance. 
The Team Leader is responrible to the AID
 
Dire-tor or his desi nee for the tax administration program and its
 
relation to the overall AID M'ission and CDSS. 
 The Team Leader re
ceives operational supervision from the Director, Tax Administration
 
Advisory Services Division, IPS Washington.
 

3.38. 
 The Tax Advisory Team works directly with Taxation Department

personnel in the performance of team's objectives. The Tax Team
 
serves in ar. advisory or consultative capacity. The effectiveness
 
and success .f the effort depends greatly on the degree of confi
dence GOE officials have in the team's ability, integrity and dedi

.cation.
 

3.39. GOE: The principal official with whom the ITZ Advisory Team
 
works with is the Director General of Taxation. It is he wv..o has
 
final approval of all decisions to imrl .--ent or refrain from iple
menting program reccendations. 
Success of the project is predicated
 
on the COE's willingness to assume an active counterpart supportive

role to assure 
the attainment of project objectives. To this end,

it is imperative that counterpart officials be designated to -vork with
 
the IFS Advisory Team.
 

3.40. In addition to the Director C-neral of Tzation, the IES
 
Advisory Team must coordinate activities 
ith the Director, Tax 
Modernization Program. 
 This latter has respcnsibility for deter
mining administrative feasibility of all 
new tax legislation proposals.
The Deputy Prime Minister has appointed Dr. Attef Sedkey tc assu-Me 
management and decisional responsibility for the project. However,
it must be reccgnized that all inputs must be i:.lemented through

the Director General who has direct responsibility for the Department
 
of Taxation.
 

E. Relation to Program Objectives
 

1. Relation to CDSS
 

3.41. 
 The FY 82 Country Development Strategy Statement (CDSS) iso
lates growth in real income, improved quality of life and containment
 
of population as 
central to U.S. political objectives of peace and
 
stability in Egypt. 
 Dominant themes of the strategy for FY 82-86
 
are productivity and the preservation of social equity. 
Inherent
 
-in-the-achi-evement-of-the-strategy-and-the rej uvination-of -the
 
Egyptian economy is the advent of more effective economic management.
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3.42. As stated in the CDSS, the Egyptian Government has resumed 
substantial responsibilities for the provision of a pan-opoly of
 
basic needs and social services, either directly in the form of
 
budget allocations or indirectly in the form of subsidies and price
 
controls. This has resulted in large budget deficits and inflationary
 
pressures which have eroded the value of this approach to equity. The
 
CDSS recognizes the need for increased revenues, reduced tax evasion
 
and increased collections. Tax reform, of vhich improved administra
tion is a part, is one way of restructuring the equity base from income
 
supports to real productivity by helping to reduce budget deficits and
 
increasing equity through equitable reallocation of revenues (social
 
services) and ecuitable taxation. The increase of collections without
 
additional tax burden is one -way to increase national productivity and
 
equity without destabilization.
 

2. Relation to GOE Objectives
 

3.43. There is no question that the GOE has embarked on am effort to 
increase revenues. This is reflected in the activities undertaken by 
the M4inistr- of Finance with regard to 'the Tax Modernizaticn Project 
which will culminate in draft tax lcgislhtion. The activities of suc
cessive IPS tazx advisors, who have bee-, ascisting the I.inistry since 2975 
have led directly to the Tax Admini...at.cn Project. GOC concern that 
the outputs of the two projects shculd benefit each other is reflected
 
by the appointment of a single individual to assume responsibility for
 
the implementation and coordination of bcth projects.
 

3.Q__hr L.. r Acti;-ities
 

3.44. The principal other donors in the ares of taxation are the
 
Internaticna2 Vonetay Fund I!2-), crking in sales tax legislaticn
 
reform, and, in conjuncticn with the Gcve'-=e:t of France, Custcms
 
Administration and Tariff Reforms. A related project, involving USA,
 
the Ford Foundation, Ministry of Financo contractors from the U.S.
 
(comparative tax law experts Professorb Cldzan and McIntyre, respectively 
of Harvard and Wayne State Universities) and other elements cf the COE 
is the Tax Modernization Project. 

a. Tax Modernization Project (263-800-G-002)
 

3.,45. This project is designed to provide modern draft corporate and 
personal income tax laws based on studies of various issues such as the
 
schedular vs. global tax system, equity in personal taxation (how does 
one or does one i.-ant to tax agricultural income, income ealrned abroad,
hard-to-tax groupsI, and tax incentives for savings and investment. 

-3.46.--There-are a number of. strong linkages between this and thepr7inci 
pal project. The conversion to a global income tax was recommended by
the IRS' 1975 Report as a major element in facilitating inccm-e tax 
administration. Decisions on other issues mentioned above will have
 
obvious tax ad=inistration im-lications. Modernization of the income
 
tax administration will broaden the alternatives available to the tax
 
policymakers and strengthen the possibility that the policies selected
 
can be implemented with miimum disturbances in service.
 

- 311

http:Admini...at


3.47. The principaL- project will coordinate closely with thls project.
 
Administrative feasibility of any new legizlativ proposal will weigh
 
heavily on decisions made. Ho.ever, the focus of the principal project 
is to improve and strenCthen the existing tax system; with that purpose
 
LceomplJshed, administrktion of new tax legislation is facilitated.
 

b. Sales Tax Reform
 

3.48. The People's Assembly is currently studying a proposal submitted 
by the International Monetary Fund. However, Sales Tax Am1ristration is 
the responsibility of another agency and at present, except fc:r providing 
training at USC in Sales Tax Administration to selected participants, the 
principal project is focused on personal and business income tax adminis
tration improvements. 

c. Customs Adainistration and Tariff Reforms 

3.49. These programs are respectively being handled by the French
 

Government and the 1I1. The former program includes the computerization 
of most customs operations; the latter has provided recommendations for 
a new tariff code consistent vith Egypt's econonic objectives. In fact, 
part of these recommendations have already teen decreed. Customs has 
been identified as a potential source of.r,-tion oi taxpayer identi
fication and return compijance rnd ot-.er i*cce Yx-related infor.ation. 
Improvement of this sy-c= shoul! increase the vuality E.nd quantity.of 
inforr.aticn available to the Tax Derrtment as weil as make data more 
rapidly available. Feasibility of tartial 'use of Cutcm's ccn-_-ut 0.r 
facilities for income tax administration -willbc studied. 

F. Fundinr
 

3.50. Projected AID contribution to the prcject is $2.1 million. GCE
 
contributions total $870,000. Total project cost iz esti.ted at $2,970,C00. 
The breakdowm of project costz by component is as follows: 

Cummary of Finding 
(U.S. $000 or LZ Equivalent) 

Comnonent AID GOE Total
 

Full-time Advisory Support 82C 33 '853 
Full-time Operational Support -- 627 627 
Short-term Advisory Supoort 497 --- 497 
Forman. Traii:g & Orientation 300 20 320 
Commodities & Facilities '350 190 54o 
Travel & Miscellaneous 18 - 18 
Special U.S. Support 3 -30 

Subtotal 2,015 870 2,885
 

Continge'ncy 85 --

TOTAL 2,100 870 2,970
 

Refer to Schedule 5 (Page 2 5)for dollar amount L2 equivalent analysis. 
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IV. Analvser
 

A. Econoic Analysis 

.4.01. The economic benefits to be derived from imprOved organization,
 
automatic data processing and better trained tax officials are easily 
identifiable but difficult to quantify. Although there are numerous 
problems with tax laws, which the GOE has rbcognized and is attempting 
to rectify through tax.reform (Tax Modernization Project 263-800-G-002); 
there can be no doubt that the administration of the Taxation Department 
has been a major constraint to timely and fair collection of taxes. At 
the present time, the Department audits each tax return and is some thret 
years behind in audit of those returns that have been filed. This does 
not take into account- the overwhelming problem of tax evasion which im
proved administration should remedy to a large extent. The achievement 
of project purposes of improved tax equity and additional revenue will
 
have a beneficial economic impact on several levels. Clearly, increased
 
revenue without additional tax burden is in the interest of the GOE and,
 
indirectly, the individual taxpayer should receive the benefits cf in
creased services that greater revenues generate. At the same time. in
dividual taxpayerz 
should realize a direct benefit from the creation of
 
a collection system that is predictalic and equitable.
 

4.02. As stated in the CDSS, Egypt's co-itment to equity through direct 
and indirect subsidies has placed a tremendous financial burden on the 
GOE. In 1979, the budget deficit gre-w by LE 70C =illion to LE 2.5 
billion by year's end. As more than half of this deficit is bank finance 
the money supply in 1979 grew by over 30 percent, fueling inflation by 
a siLilar &amount. The Taxation Department, Lt current levels of per
forLance, is still two years avay fror final determination of 1979 taxes. 
There can be no doubt that the increased collections that will accrue 
from improved administratio. should reduce the imbalance betwecn revenues
 
and expenditures. The reduction in inflation that should result should
 
have a very real impact at every level of the economy.
 

B. Social Soundness Analvsis
 

1. Beneficiary Analysis
 

4.03. The direct beneficiaries of the project will be the counterparts
vorking with the IRS tax team and the COE tax officials receiving
training in Egrt and in the U.S. A special effort is being made to 
train women to assume technical positions. Thereafter, the entire Tax
 
Department of 16,000 employees will benefit, both National Cffice and
 
the field (Regions and Districts), in terms of better vork systems,
 
organization, environment, and opportunities for upward mobility and
 
better pay and promotions through training.
 

-0.----ndire-t- be-fiiiries over a lon-ger term-ill-be-the-tap-aye
comunity (currently about 1,000,000 people and companies) with a whole 
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range of improved services, including taxpayer iiformation and 
assistrance. Improved collection procedures and a broadening of
 
the tax base will lessen the tax burden falling on those vho cur
rently pay taxes. Investors should benefit from efficient, reliable,

and equitable tax administration. ?urther, increased investment as
 
a result of added development resources would have a variety of posi
tive economic and social effects, including added employment oppor
tunitieL. Similarly, to the extent additional revenue is directed
 
toward reducing the budget deficit, inflationary pressures should 
lessen which would provide a broad range of benefits to a aarge num
ber of people, especially those with more relatively fixed incomes.
 

2. The Role of Women
 

4.'05. The OE does not discriminate in appointing women to important

technical and managerial positions. Presently there are a n7-iber of
 
capable women serving at both levels. Two vcmen yere included in the
 
group of fifteen vho were selected for Systems Analysis and Program

training at Ain Shams University, funded entirely by the Ministry of
 
Finance. These same women are currently assigned to the core of the
 
nascent ADP Divi -nn
 

*
C. Technical Feasibility 

1. Technical Analysis 

4.06. The project will emphasize institutionization and mod'inizaticn 
of all important internal tax. administration functions and their integra
tion under a single tax office. Spocial en~basis s placed upon training
of tax managers and technicians, the establishment of a Tax TrLining
Institute as well as expanding and fostering ALP capabilities. 

4.07. There are few .rojecT related technical considerations other than 
the USA:D/IRS-fu--nished technical advisory cervices. Project planning

is adequate and cozprphensive. The timetable an- cost allccation for

technical service, training, commodities and other itemb are both timely 
and reasoneble. 

4.08. The development Plan and GOE Budget, to which these revenues wll 
be primarily allocated, have a strong bias in favor of Egypt's rural and 
urban poor. 

a. Technical Assistance Description
 

4.09. The plan provides for two full-time advisors for the project life. 
A Systems Analyst/ADP Advisor to advise the Tax Department in the estab
lishment of the data processing unit and ADP applications initially in 

_processing third party information documents and subsequently in creating 
an integrated taxpayer master file and other basic applications such as
delinquent returns, delinquent accounts, assessment examinations and 
appeals. The second advisor would be the generalist Senior Tax Advisor
 
who would cocrdinate the entire program, including the development of 
and adjustments to the internal workings of the functional offices in 
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accordance vith the Kiistry of Finance reorganization plan and 
development of &uidelines for delegations of authority, reportine
 
systems, operating manuals'and-procedures. 
The Senior Advisor
 
'wouldbe responzible for overall project management,'including re
porting, evaluation, etc.
 

4.10. The :45 staff months of short-term specialists includes 12 
months for a Training Advisor, 12 months for additional ADP processing

specialization, 10 months for assistance in delinquent accounts and
 
delinquent returns, 6 months for an appeals specialist, 4 months for 
a tax evasion specialist, and 1 staff month for a program evaluation
 
specialist.
 

7). Administrative Feasibility
 

1. Technical
 

4.11. The technical preparation of most Egyptian tax officials (tax

inspectors, collections, etc.) is generally very high. Most tax in
spectors, if not all, are college graduates. The great majority are
 
graduate accountants. 
 Therefore, basic technical preparation of these
officials, unlike in maony other develcoin- countries, is not a =ajor
 
concern of the project. This is not to say, holdover, that there are
 
no technical tax administration facets to te considered. 
There are
 
many.
 

4.12. As pointed out in tne Su:-.ey cport of Tay Administration in
 
Egypt, technical persornel utilize much of their time 
on administrative 
ad clerical duties better left to clericaD personnel to perform. Tax
 
law enforcement is currently imlenented by in osing arbitrary quonas on 
tax inspectors, e.g., they are required to "complete" fifty examinaticns 
per month. No quality exainaticn standards are establiEhed. Front line 
supevisors are exclusively occupied with -pc-fcrma reviev and apprcvLng 
of all ex-ainationr concluded. Supervisors have no time availatle to 
evaluate performance other thn by quantity of examinations produced by
 
tax inspectors.
 

4.13. Cne-hundred percent of all returns filed each year are theoreti
cally to be audited/assessed. 
 In fact, not all tax returns are audited
 
asses.sed each year. As a consequence an examination of one taxpayer

generally covers sLveral years tax returns. 
 Additionally, as the tax
payer population grows, the backlog of unexamined returns increases.
 
When the statute of limitation is about to toll for a particular tax
 
year, a great many of the unexamined returns for that year receive no
 
more than a cursory review and are either accepted as filed by the tax
payer or arbitrary adjustments are made to increase the taxpayer's tax
 
liability.
 

4.14. 
 A consequence of these arbitrary adjustments, either during

normal examinations 
or near the end of the statute of limitation period

(adjustments based upon a tax inspector's subjective judgment and/or
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upon unsubst'tntiated "averaGes," "standards" or "norms" -- much of 
irhich is brought about because of pressure for "x' exainatioLs per

month to be completed -- ) is that taxpayers do not agree to the
 
additional taxes proposed by the tax inspector. This causes a sub
sta&nial backlog of vork in the "Appe'is" area. To arrange for a 
meeting with the "%.-cayer, his representative and with the Committee 
assigned to the case is a long, drawn-out tedious affair. To arrive
 
at a reasonable determination of the additional tax due is 
even more
 
difficult. Apprcimately half of the cases resolved by the "Appeals
 
Committee" 
are elevated to the judiciary for final settlement. Judi
cial settlements have by far favored the tax-payer. 
 This latter is
 
not due to any predisposition to favor taxpayers over the tax agency

but simply that the tax agency, because of its practices of forcing

quantity of examinations, cannot sustain the burden of proof of addi
tional income to the court's satisfaction.
 

4.15. When taxnayers agree tc settlement of his/her tax assessment,
 
they routinely ask for and are granted the opportunity to pay their
 
additional tax in instal'lents. The installment period granted is
 
generally equal to the 
sum of the months of the tax years assessed:
 
e.g., three years' returns examined allows t=.payer to pay additional 
taxes over thirty-six months; four ycars wculd entitle taxpayer forty
eight months and so on. It is not unusual for a tax inspector to audit 
five or six years' returns of one taxuaycr simultaneously. No interest
 
is charged on the underpayment. Though the installment contract permits
nullification for non-ccmpliance wi-h its terms, this authority is sel
dom exrercised. A result is a backlog of uncollected taxes. 

4.16. Tbe Eg07tian laiT provides for cFsessnent of rent-ties eg-inst
 
taxpayers for tax evasion. 
 However, no one at the Taxation Department
 
can recall a single case in which pena]ties provided have been alplied
 
or a case vhich has been transmitted to the 
courts for tax evasion.
 
Tax evasion enforccment Is primarily devoted to obtaining third-narty
 
information which will permit tax insrectors to make determinations of 
omitted income. This effort would be of great assistance to the govern
ment in carrying its burden of proof with regard to income, but the 
problem with the existing system is taz this data is processed manually. 
As a conseauence, the information is not timely, it is inccplete and 
generally inaccurate.
 

4.17. .Theabove fairly sur-arizes the primary concerns of the project 
in audit/azzessments/appeals; delinquent acccunts and returns and tax 
evasion. Technical assistance in these areas ill provide the Egamtian 
tax adminsitration with the expertise required to become efficient and 
effective in these primary areas. Discussions with both Mitnistry and
 
Taxation Department officials indicate the GOE acknowledgement of the
 
problems and their desire to overcome them. Senior officials have, for
 

-example , -acknowledged hat--they cannot- continue to pretend a one-hundred 
percent audit/assessment of tax returns and that quality of examination
 
standards is required to overcome the cycle of assessment/appeals/Judi
cial intervention of most examinations. They also agree that the rou
tine granting of installment facilities to pay additional taxes en
courages understatements of taxes -hen the returns are filed.
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2. Managerial 

4.l8. The shortage of qualified managers presents another serious 
impediment for effective tax administration. Inadequate planning, 

insufficient controls over employees, resources and procedures, ex

cessive centralization of authority and lach of follow-through are
 

significant drabacks of existing management. The project proposes
 
to overcome these management-deficiencies by concentrating on exposing
 
seior Tax Department officials to systems whereby controls can be es
tablished to assure program accomplishments with proper delegations of
 
authority. During discussions of the Project Paper, assurances were
 
given that delegations of authority would be implemented. Ministerial
 
Decision 402/1978, the basic document for the Taxation Department's
 
organization change and assignment of functional responsibilities lends
 
credence to the oral assurances that these will be implemented. See
 

Exhibit A attached for organizational structure of Taxation Department
 
as called for under Decision 402/1978.
 

3. ADP
 

4.19. With regard to the ADP area, the pilot program has demonstrated
 

the GOE's seriousn!sS of purpose. At its own expense the Ministry fi
nanced the training for fifteen Tax Department employees to Ain Shams
 
University. The training included systems analysis, progra-ing and
 

statistics. A consultant to serve as liaison between the Tax Department
 
and the Yinistry was contracted; he reports directly to the Minister on
 

all ADP matters. Site for installation of the transcription equipment
 

(financed by AID during the pi;.ot program and currently being contracted
 

for by AI7/W) has been obtained and refurbishing of this site will be
 
financed by the Ministry. Third-party information documents processing
 
will be undertaken by the ADPDivision initially and other applications
 
related to the other prima, areas will be undertaken together with es
tablishing a taxpayer master file.
 

.E. Summary 

4.20. Most of the problems stated in this section have been acknowledged
 

by GOE officials and they have expressed their desire and willingness to
 

undertake measures to overcome them. The project is designed to provide
 

the expertise to foster those desires so that the GOE can successfully
 

implement the project.
 

4.21. While our expectations are positive with regard to GOE intentions 
and will to implement substantive tax administration reform in efforts 
to increase revenues for develonment, there are established in Part IX
 

actions take place to assureConditions Precedent in those areas where 
thatthe project cangforward as planned and at a pace consistent with 

project inputs and GOE ability to absorb change.
 

V. Technical Soundness 

had experience in5.01. The technical advisors, all of whom will have 

development assistance, are the major inputs to this project. All 
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project objectives will depend on their successful performance.
 
Adviscry assistance proposed is the minium necessary for achieving
 
project goals.
 

A. Training
 

1. Descrintion
 

5.02. Management training in the U.S. (IRS) for twenty-six tax
 
officials is proposed. Twelve participants to the special courses
 
in tax administration at the University of California are also pro
grammed. In addition, orientation visits to the U.S. for fourteen
 
policy-level senior officials are 
scheduled. On-site training in
 
instructor training techniques is also planned

2. Technical Soundness
 

5.03. Experience with similar tax administration projects has demon
strated the effectiveness of job oriented training. 
Managers in de
veloping countries are usually week in modern administrative techniques

The training planned can remedy that dcfect 
and is vital to developing

institutionalized modern tax administration practices. 
The need for 
training of GOE tax officials, managers and technicians has been identi
fied by all past studies of Tax Departnnt operations. 

B. Cont'-oditics and Facilities
 

1. Descrittion
 

5.04. USA_7D's commodity contributions will consist primarily of addi
tional ADP equipment, training aids and equipment for the Tax Training

Institute, Operations demonstration equiment and equinment for the Tax
 
Team office.
 

5.05. 
 GOE's co~od'ty input will consist primarily of site for the Tax
 
Training institute, refurbishing of office space for installation of
 
AD? equipment, and office space for the LSAID/IRS advisors and secretarial
 
assistance for the advisors.
 

2. Technical Soundness
 

5.06. Comodities, facilities and maintenance are essential contribu
tions to project success. Efficient handling of processing systems,
 
management of improved systems and building an in-house capability to
 
train employees will require the inputs of these items. 
 The comodi
ties call for no new or overly-sophisticated systems and are within the
 
ability of the GOE to provide required maintenance support.
 

C. Other Elements
 

1. Descrirtion
 

.5.07. Other elements consist of in-country travel and special support

for the Tax Team Cinterpreter/office manager and a bilingual secretary).
 



2. Technical Soundness
 

.5.08. The allocation of minimal budget support for travel and for 

.local contracting of an interpreter and. bilingual secretary is essen
tial to project success.
 

D. Envirormental Concerns
 

5.09. While any number of projects to be financed from increased tax 
revenues vould 	have varying degrees of environmental impact, this project 
has none. The primary concern of the project is upgrading the tax system
 
through improving managerial and technical competence of people, improving
 
the operational elements of tax administration functions and providing
 
equipment which support them. There are no environmental considerations 
in the activities that would achieve those objectives.
 

5.10. In view 	of its nature, this project has no environmental implica
tions; therefore it is recommended that the threshold decision be nega
tive and that no environmental assessment or environmental impact state
ment be prepared. 

Financial Analysis
 

A. Sum=ary Cost Estimate and Financial Plan 

6.01. This analysis relates to data presented in the six schedules
 

following:
 

Schedule 1: 	 Sumnary Cost Estimate and Financial Plan 
(Total Project 	Costs)
 

Schedule 2: 	 Financial Plan - Inputs CBrcakdoun of AID/GOE 
Inputs by Project Year) 

Schedule 3: 	 Costing of Project - inputs/Outputs
 
(Relationship of ?roject Inputs to Outruts)
 

Schedule 4: Project Summary - AID Appropriated -Funds 
AID's Project Element Costs, by Year) 

Schedule 5: 	 Summary Financial Plan (AID and GOE Input 
Dollar Costs and LE Equivalent) 

Schedule 6: 	 Projection of Exenditures by Year CAID and GCE 

Inputs, Dollar 	Costs and LE Equivalents)
 

unds will beprovided to the Ministry of Finance on a grant basis. 

6.02. The project life is proposed for three years. Total funding is 
budgeted at $2,970,000. USAID's grant-funded contributions will be
 
$2,100,000, of which $616 000 will be in local currency costs; the GOE's
 
cntribution is $870,000 LE equivalent). There is no other funding
 
proposed for the project.
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6.03. The GOE counterpart contribution, which meets AID'adevelopment 
&asistnceguidelines, is made up of project-related operations tup
port, facilities, comodities, and office and secretarial support for 
-theUSAID/flS Advisory Team.
 

6.04. AID's principal input will finance technical assistance and 
training with part of the funds, approximataly 17% of AID's total grant, 
utilized in support of project-related commodities. GOE's commodities 
and facilities represent approximately 22% of the government's contriou
tion.
 

6.'05. After termination of AID's project funding it is anticipated 
that the Tax Department will require no outside financing beyond normal 
GOE budget appropriations. 
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Schedule I 'SU,]%AnY*CoStESTIM4ATE AYD FIrMICIAL 

CLIS. $000 nr LE Equivaientl 

Component 

Full-time Advisory Supp6rt 

Full-time Operational Support 

Short-term Advisory Support 

Formal Training & Orientation 


Commodities & Facilities 


Travel & iscellaneous 


Special U.S. Support 


Subtotal 


Contingency 


TOTAL 


AID GOE 

820 33 

-- 627 

497 -

300 20 

'350 190 

18 . 

30 -

2,015 870 

.85 --

.2,100 870 2 
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Schedule 2 MINAYCTAL ?WLA 

Lu.s. $oool
 

'PERIOD INPUTS 

Year 1 U.S. Technical Services 
Training 
Comodities & Facilities 
Travel & lascellaneous 
Special Team Support 

GOE Operations Support 
Advisory Team Support 
Contingency 

TOTAL 


Year 2 U.S. Technical Services 

Training 

Comodities & Facilities 

Travel & Miscellaneous 

Special Team Support 


GOE Operations Support 

Advisory Team Support 

Contingency 


TOTAiL 

Year 3 U.S. Technical Services 

Training 

Comodities & Facilities 

Travel.& Miscellaneous 

Special Team Support 


COE Operations Support 

Advisory Team Support 

Contingency 


TOTAL 


GRAND TOTALS 

I7PUTS
 

'AID OE TOTAL 

:.454 -- 454
 
85 6 91
 
83 54 137
 

6 -- 6
 
10 - 10
 

- 205 205
 
13 13
 

42 -- 2
 

68o 273 958
 

453 --- 453
 
111 7 118
 
20 87 107
 

6 - 6
 
10 - 10
 

-- 214 2-14
 
-- 10 10
 
30 -- 30
 

630 118 9148
 

410 -. 410
 
104 .7 111
 
247 49 296
 

6 - 6 
10 -- 10
 

-- 208 208
 
-- 10 10
 
13 -- 13
 

790 274 ,o
 

2,100 870 2,970 
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SCH1.DUTE 3 COST OF PROJECT INPUTS/OUTPUTS (RELATIONSHIPS) 
(U.S. $000) 

Training of 
MAnagement & 
Technical 

Personnel 

Orientation 
of Senior 
Personnel 

Establistment 
of Tax Training 
Institute 

Organiza-
tional 
Changes 

Establish and/or 
Upgrading-of Tax 
Administration 

Functions 

E tablish 

ADP 
Capability TOTAL 

Full-Time Advisors 124 129 46 184 115 272 870 

Short-Term 96 106 195 103 500 
Advisors 

Training 206 8. 15 15 320 
Programs 

Commodities & 220 46 29h 560 
Facilities 

Project Staffing 92 82 lh7 306 627 

Travel & 
Miscellaneous 

15 10 20 13 58 

Tea Support 5 5 5 __5 10 5 35 

TOTAL 431 231 h4 281 533 1,008 2,970 



SCaDULE 4 PROJECT SUMARY - AID APPOPIATED FNMDS 

Component 

U.S. Techncians 


Participant Training 


Commodities 


Travel & MYscellaneous 


Special U.S. Support 


Subtotal 


Contingency 


.TOTAL 


(u,sS. o$01.
 

'Year 1 Year 2 


'454 .453 


:85 il 


83 20 


6 6 


10 10 


638 600 


42 30 


680 630 

-U *ma
 

Year 3 Total 

•410 1,317 

104 300
 

247 350
 

6 18
 

10 30
 

777 2,015: 

13 85
 

790 2,100
 



SCHEDULE 5 SUMARY FINANCIAL PLAN 

(U.S. $000) 

AID GOE TOTAL 

LE E. T LEEq. T LEEq. T 

Staff 

Training 

908 

214 

409 

86 

1,317 

300 

--- 660 

20 

660 

20 

908 

214 

1,O69 

106 

1,977 

320 

Comodities & 
Facilities 

.307 43 350 190 190 307 253 5hO 

Other: 
Travel 

Special U.S. 
Support 

---

t-

18 

30 

18 

30 

. 

---

18 

30 
-

18 

30 
4 

Subtotal 

Contingency 

TOTAL 

1,429 

55 

1,184 

586 

30 

616 

2,015 

85 

2,100 

-0-

-

-0-

870 

-

870 

870 

-0-

'870 

1,429 

55 

1,84 

1,456 

30 

1,486 

2,885 

85 

2,970 



eEDULE 6 PROJECTION OF EXPENDITURES BY YEAR (U.S. $000)
 

YEAR I AID GOE TOTAL 

$ LE Eq. T LE Eq. T $ LE Eq. T 

Staff 312 lh2 h54 217 217 312 359 671 

Training 61 24 85 6 6 61 30 91 

Commodities & 
Facilities 

55 28 83 54 54 55 82 137 

Other: 
Travel 
Special U.S. 
Support 

--- 6 
10 

6 
10 

......... 
"0 ...... 

...

...-
6 

10 
6 
10 

Subtotai - 277 '-7 25W WT- 915 

ContIngency 25 17 42 --- - --- 25 17 h2 

TOTAL YEAR 1 453 227 680 0 277 277 453 50 957 

YEAR 2 

Staff 321 132 453 225 225 321 357 678 

Training 79 33 112 7 7 79 ho 119 

Comaoditiea & 
Facilities 

10 10 20 87 87 10 97 107 

Other: 
Travel 
Special U.S. 
Support 

Subtotal 

---

1i10 

6 
1--10 

Y9"-

6 
10 

.00 

........ 

0 

-0 

31 

...

319 -510 

6 
1--

6 
10 

920 

Contingency 20 10 30 ...... 20 10 30 

TOTAL YEAR 2 h30 201 631 0 319 319 430 520 950 



* Y!AR 3__ 

Ste.ff 


Training 


Commodities & 

Facilitiei
 

Other:
 
Travel 

Special U.S. 

Support
 

Subtotal 


Contingency 


TOTAL YEAR 3 


Life of Project 


SC!iErum 6 (Continued)
 

_ 

275 

74 

242 

_ 
AID 

_ _ _ _ 

LE Eq. 

135 

29 

5 

_ _ 

T 

hio 

103 

247 

_ _ 

--- 6 
10 

6 
10 

591 

10 

185 

3 

776 

13 

6o 188 789 

1,484 .616 2,100 

$ 


-49. 


...
 

...... 


0 


...... 


0 


0 


GOE 


12 Eq. 


218 


7 


274 


274 


870 


T $ 


218. 275 


7 71, 


149 2h2 


......-


274 591 


...- 10 


274 601 


870 1,484 


TOTAL
 

LE Eq. 


353 


36 


54 


6 

10 


159 


3 


462 


1,486 


T
 

628
 

110
 

296
 

6
 
10
 

1,050
 

13
 

1,063
 

2,970
 



VII. Implementation Planning 

A. Organization of Tax Administration fn Egy-t 

7.01. The personal and business income tax administration in Egypt

is administered by one 
agency, the Taxation Department of the M_;nistr

of Finance. For the reason that the 
tax system of Egypt is schedular,
its tax administration had evolved into an organizational structure
 
to receive returns, process, enforce and collect taxes by the type
 
of tax the taxpayer was required to pay, i.e., 
either commercial
 
profits, professional enterprise, employee status, etc. 
 Comenciug

with the 1978 TDY effort at reorganizing the Taxation Department
 
along functional activities rather than by taxes, as was the prac
tice, and continuing until present, there has been a decision by the
 
Ministry of Finance that the Taxation Department will be organized

primarily by functignal activity. 
However, initial implementation
 
of this functional reorganization is to be completed at the National
 
Office level first (to keep disruption of on-going activities at 
a
 
minimum) and then be extended to the Regional Offices (20 regional
 
offices located throughout the country) an:d finally to the local tax
 
offices (i04 offices throughout Egypt). Total emtloymen of the
 
Taxation Department is apprc.ximately 16,000.
 

7.02. The fragmentation of tax administration on a by-tax-basis has
 
resulted in a variety of management disfunctions, duplication of pro
cesses and non-uniform application of tax law to taxpayers in similar
 
circumstances.
 

7.03. It is generally recognized that tax evasion/ta 
x avoidance in
 
Egypt is commonplace. Many eligible taxpayers simply do not file tax
 
returns. 
 Those vho do, particularly professionals and independent pro
prietorshirs, substantially understate their actual incomes. 
 A major
 
reason for this state of affairs is 
the weakness of the tax administra
tion system, i.,e., little planning, inadequate training, inadequate
 
management, lack of written procedural manuals, poorly designed forms
 
and insufficient supplies to support the tax office functions.
 

7.04. Most of these problems are recognized by the Yinistry of Finance. 
The desire to correct them is indicated by the GOE's request for this 
project. It is evident that there is much to be done through better 
enforcement, strengthencd trocedures, establishment of an in-house
 
training capability and efficient utilization of ADP processes and more
 
effective training for managers and technicians. Effective and efficient 
tax administration will be essential to the GOE's desire to increase
 
revenues for development purposes.
 

B. Project Implementation
 

7.05. 
 The Senior IRS Advisor will continue on-site activities (presently
in Cairo under extension of PASA agreement with IRS) to assure a smooth 
transition from the pilot project to full project implementation.
 

- 28 



7.06. The major categories of AID inputs are technical assistance 
and training. There are also commodity and Tax Team support pro
visions. 
 Based on a projected 117 staff months technical assistance,
 
training and co~odity support inputs, the following implementation 
schedule is proposed:
 

a. Year 1
 

7.07. A total of 39 staff months will be provided including 24 
months of full-time advisors. The remaining 15 months will be supplied
by specialists in Training (6 months); Delinquent Accounts and Delinque
Returns C6 months; and Examination, Assessment and Appeals (3 months).
 
Orientation to the IRS Tax System will be provided to the Director
 
General and to three Sector Chiefs. A Specialized Training Management

seminar will also be provided to two of the senior Tax Training Institul
 
managers. Six Division Chiefs will attend the IRS/INTAX management

training program, and four participants will receive training in
 
specialized courses at USC. Substantially, a-l of project coodities
 
earmarked for the Ta. Training Institute will be in place during the
 
first year of the project.
 

b. Year 2
 

7.08. A total of 43 staff months will be provided, including 24
 
months of the full-time advisors. The remaining 19 months vill be
 
supplied by a Training Advisor (3 months); additicnal ADP trocessing
 
specialist (6 months); Delinquent Accounts and Delinquent Returns (3

months); Assessment, Examination and Appeals (-3 months); tax evasion.
 
expert (3 months); and project evaluation expert C. month). Orienta
tion to the IRS tax system will be provided for the remaining four
 
Sector Chiefs and 1 other senior executive. Four managers from the
 
Collections and Examination functions will participate in a special

IRS seminar designed to review the management policies of those func
tiontL areas. 
An additional six Division Chiefs will be participants
 
to the IRSi-7"TAX Middle Management seminars, and four additional em
ployees will be sent to USC for the specialized tax training courses.
 
Seventy-five percent of the demonstration commodities will have been
 
acquired in year two. These commodities will be used primarily for
 
the operational functions (collections, examinations, tax evasion).
 

c. Year 3 

7.09. A total of 35 staff months will be provided, including 24 from
 
the long-term advisors. The remaining 11 months will be provided in
 
the same areas as in Year 2, with the exception of the Assessment,

Examination and Apeals function and the Evaluation expert, i.e., 
Training Advisor (G months); ADP specialist (6months); Delinquent 
-Accounts--and--Delinuent-Returns Cl -month-follow-upand review of-prior 
efforts); tax evasion (l month follow-up and review of prior ef'-ts).
 
Five senior executives will receive the IMS orientation course, and
 
two ADP managers will receive the special Computer Management seminar.
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Six Division Chiefs ill participate in the IRS IIMAX Middle 

four additional employees will)bnagement 	 Training courses, and 
offered at 	USC.
receive the specialized tax training courses 

unit will be com-The bulk of the conodity f.nding ior the ADP 

mitted in year three, provided that the special evaluation con
end of year two supports the GOE's abilityducted prior to the 

it effectively.to absorb tdditional ADP equipment and use 
life AID/IRS inputc will be coordinatedDuring the 	entire project 

of the GOE to assure orderly achievement of projectwith those 
obj ectives.
 

. Imvlenentation Arrangement
 

The project is to be implemented over a three-year period.
7.10. 

a PASA agreement withTechnical Assistance will be provided through 

the U.S. Internal Revenue Service.
 

Project commodities will be procured through AID-financed 
pro

7.11. 

curement procedures established in Handbook 11 in the Mission Order 

The IRS Team Leader will develop specifications
on Local Procurement. 

for commodity acquisitions. The special evaluation related to ADP 

operations, to be conducted during the nineteenth month of full 
project
 

implementation, must result in affirmative recoendations before 
addi

trocured. 	 Local procurement procedures may be
tional ADP 	equipment is 

E -ptiam pound equiva
approved by AID for procurements under $10,CCC or 

lent. 

training will be the responsibility7.12. Arrangements for all offshore 
IRS Senior 	Advisor vill assist the Taxation
 of the AID 	Training Division. 


Department 	in identifying and selection of qualified participants.
 

of the Project Agreement, the Project 'anager
7.13. Following signature 

all project =azngement responsibilities.assume(IRS-Senior Advisor) will 
Director's

AID management responsibilities w-ill be exercised by the AID 


other USAID offices as required.
designee and 
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Project Imlcmentation Schedule 

Timet able 

July, 1980 PP developed and submitted 

*July 1980 .C sent 

'August, 1980 PP approval USAID/Cairo 

August, 1980 PRO/AG and PIO/T signed 

Augist, 1980 Project initiated 
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VIII. Evaluation and Monitoring Plan 

8.01. The project manager for this project is the IRS Senior Advisor. 
The project-manager will prepare periodic narrative reports no less 
often than quarterly, reporting on achievements, setbacks, impedi
ments and delayed sub-projects and plans for future actions. The 
reports will be quantified to.the extent possible, and at least 
annually will record revenue collections in project-related tax
 
areas.
 

8.02. Failure to achieve planned objectives must be explained and
 
alternative objectives must be established if feasible.
 

8.03. After year one of ful project implementation, USAID will 
conduct an in-house evaluation to assess progress toward meeting 
project objectives as shown in the logical framework. Ninety days
 
before the end of project, a comprehensive overall evaluation will 
be made by a UISAID/IRS team. It is expected that these evaluations 
Vill take approximately 15 days each. Upon review and azsessmcnt of
 
the results of this evaluation, the Senior Advisor vill take steps where
 

necessary to implement those recommen.dations implicit in the evaluation
 
and to adjust project inputs where necessary.
 

8.04. A special evaluation will be made beginning in month nineteen
 
of full proJect implementation of the data processing operation to
 
make reco-endations for long-range improvements of personnel, data
 
systems and equipment needs. The decision to move ahead with ADP
 
Commodity inputs which are budgeted for the procct in year three
 
will be deferred un.til the completion of this evaluation and, (de
pending on the result), may be substantially altered or cancelled.
 

IX. Conditions, Covenants and '"ie;otiation Status
 

A. 	Conditions Precedent
 

1. 	Conditions Precedent for Initial Disbursement
 

9.01 a. Initial disbursement will be made following receipt of 
evidence that senior tax officials have been designated 
by the Director General of Taxation as official counter
parts to the IRS Senior Advisor. 

b. 	A statement of the nanes of the person or persons
 
authorized to represent the Grantee and the Ministry
 
of Finance and a Specimen signature of each.
 

c. 	 Evidence that Grantee has ade-ll-of the-grmnt
funds available to the Ministry of Finance. 
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2. Conditions Precedent for Snecific Comronents
 

9.02.. a. Tax 	Traininq Institute Commodities: Disbursements for
 
this purpose will require evidence that a) the site
 
for the Ta Training Institute has been acquired for
 
the use by the Taxation Department, Cb) that its Director
 
and senior staff have been selected and approved, Cc)

that the Taxation'Department agrees to develop its in
house training capabilities; that it will conduct in
structor training courses; and that employees will be
 
trained during normal work hours.
 

9.03. b. ADP 	Commodities: Disbursements for this purpose will
 
require Ca) recommendation of the special review com
mittee described in the Evaluation Section and (b) evi
dence that the Computer Division has been organizationally
 
established within the Taxation Department; Cc) that a
 
Division Director has been selected and approved; (d)
 
that the Computer Division staff has been formally trans
ferred to that Division; and (e) that the G0E will estab
lish an incentive pay plan to retain trained, qualified
 
personnel within the Computer Division.
 

c. Training:
 

9.04. 	 i) Observational Training Programs: Disbursements for
 
this purpose will require evidence that the senior
 
executives selected have in fact been delegated
 
authority for performance of their positions.
 

9.'05. ii) 	 Particinant Training (;TAX): Disbursements for this
 
purpose will require evidence that the participants
 
are incumbent managers or assurancc given that they
 
will be placed in managerial positions upon commle
tion of the training. (USC): Disbursements for this
 
purpose will require evidence that the participants
 
are employees of the functional unit for which the
 
training is designed, e.g., participants to the Sales
 
Tax Administration course must be employees of the
 
Sales Tax Office.
 

9.06. 	 iii) Specialized IRS 1'anacement Training: Disbursement;, for 
this purpose will require evidence that Ca) managers 
selected for this training have been dele ated authority 
for performance of their positions and Cb) that they are 
incumbent managers or assurance given that they will be 
placed in that functional area asa managerupo comple-._ 
tion of the training. 
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B. Covenants
 

9.07. AID's "Standard Grant Agreement Covenants" will apply. 

C. Negotiation Status 

9.08. This project has had substantial inputs in the form of pre
project activities in both commodities (ADP equipment) and technical 
assistance. One of the most ierious constraints to pre-project im
plementation was the failure to appoint personnel vithin the Taxation 
Department to effect the reorganization of the Department. The de
cision to proceed with this project was made after a Project Director/ 
Coordinator was appointed by the Deputy Prime Minister for Finance. 
The Director/Coordinator and the project officer are in agreement 
with regard to the requirements of the conditions precedent and covenants. 
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Annex B 

RECOM4ENDATION TO PURCHASE EGYPTIAN POUNDS WITH U.S. DOLLARS
 

The major thrust of the project'is to assist the Ministry 
of Finance Taxation Department to reorganize; establish 
a training Institute and develop ADP capability. In 
order for the project to run smoothly and effectively 
the majority of work will be done in Egypt utilizing 
resources available within Egypt. The significant ex
ternal costs are direct reimbursement to U.S. companies 
for the purchase of commodities and salaries of PASA 
advisor and technicians. 

Local currency expenses required for the project will
 
exceed by approximately $616,000 in dollar equivalent
 
the sum that the GOE has agreed to contribute to the 
project. To require the GOE to absorb all local costs 
would obligate it to bear roughly 58 percent of project 
costs and mean that the real resource addition of the 
project to Egyptian economy would be very small. Con
versely, the provision of dollar funding for local costs 
offers some incentive for the Egyptian Government to imple
ment new initiatives that it might otherwise not be able 
to undertake. 

An additional reason for recommending approval of dollar 
financing of local costs is the unavailability of addi
tional excess Eygptian currency for use in this project. 
As a result of the high level of activity over the past 
four years, the amount of excess Egyptian Pounds available 
for program-ming has been severely depleted., The U.S. 
Embassy has submitted a plan for the utilization of the 
remaining excess currency which does not include an allo
cation for this project. 

Present implementation plans call for full funding of
 
the project in FY 1980 so that all project activities
 
can proceed expeditiously. Delays in fully funding the
 
project until the anticipated negative decision on excess
 
currency availability is formalized may lead to disruptions
 
in the project schedule and a consequent lessening of the
 
project impact.
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Annex C
 

RECOM W'hDATION TO APPROVE DIPZCT AID PROCUREMENT
 
Or A.I.D.-FINANCED COMMODITIES
 

The commodities to be procured under the project consist
 
of those to be used in support of project operations.

The budget amount for this procuremeit totals $365,000

including allowances for contingency and inflation.
 

It is proposed that direct A.I.D. procurement of those
 
commodities be approved. The reasons for recommending

direct A.I.D. procurement are: (1) the relatively small
 
amount of commodities involved; (2) the similar nature of

future procurement to the pre-project procurement which
 
was an A.I.D. direct procurement; and (3) the need to pro
vide quick support to the project. The contemplated pro
curement is insufficient to permit the Taxation Department

to gain significant experience, while overburdening the
 
newly reorganized department with this responsibility would
 
necessarily detract from performance of primary project

duties.
 

For the foregoing reasons, it is recommended that direct
 
A.I.D. procurement of up to $365,000 in commodities be
 
approved and an exception made to the general policy ex
pressed in Policy Determination 68 which calls for host
 
country procurement of commodities.
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Annex D 

INITIAL EN VIROI1*NTAL EXAMINATION 
NARRATIVE DISCUSSION 

1. 	 Project Location: Egypt 

2. 	Project Title: Tax Administration
 

3. 	Funding (Fiscal Year and Amount): FY80 $2.1 Million 

4. 	IEE Prepared by:* J. E. Stephenson
 

5. 	Action Recommended: Negative Determination
 

6. 	Discussion of Major Environmental Relationships of Project
 
Relevant to Attached Impact Identification and Evaluation Form:
 

This project will provide financial and technical a-sistance to
 
the Taxation Department of the Ministry of FiLance. The major

input will be assistance in bringing about the reorganization

of the Taxation Department. The major output will be a Taxation
 
Department that more efficiently assesses and collects taxes.
 

The project will have no adverse environmental impact. The only

construction will consist of minor renovations to accommodate the
 
ADP equipment. Benefits will accrue to the individual taxpayer

in the form of equitable enforcement of tax laws. Indirect bene
fits will accrue in the form of higher revenues and a consequent

reduction of bank financed budget deficits. This should reduce
 
inflation. Although the project has the potential for important

economic impact, this should be a gradual and desirable effect.
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THRESHOLD DECISION BASED ON
 
TNITIAL ENVIRONM?.NTAL EXAMINATIONS
 

Project Location: Egypt 

Project Title: Tax Administration 

Funding (Fiscal Year and Amount): FY 80 $2.1 Million 

IEE Prepared By: Date: 

J. E. Stephenson July 16, 1980
 

Environmental Action Recommended:
 
(Environmental Assessment, Negative Determination, etc.)
 

Negative Determination
 

Mission Decision:
 
(Approval/Disapproval of Environmental Action Recommended in the
 

IEE)
 

Approved:
 

Disapproved:
 

Date:
 

Clearances:
 
Ehvironmental Coordinator: Date:_
Other Mission Offices: 
 Date:
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IPACT IDENTIFICATION AND EVALUATION FORM 

Impact 
Impact Areas and Sub-areas Identification
and Evaluation
 

A. LAND USE
 

1. Changing the character of the land through: N 
a. Increasing the population 
 N
 

b. Extracting natural resources 
 U
 

C. Land clearing N
 
d. Changing soil character 
 N
 

2. Altering natural defenses 
 N
 

3. Foreclosing important uses 
 N
 
4. Jeopardizing man or his works 
 N
 

5. Other factors
 

............ 
 .................. 

N 

. ... .......................... ...
 

B. WATER QUALITY
 

1. Physical state of water 
 N
 
2. Chemical.and biological states N
 

3. Ecological balance 
 N
 

4. Other factors
 

_ N
 
. . ............... ....... .........
 

I/ N -- No environmental impact
L -- Zrttle environmental impact
M -- Moderate environmental impact

B nHnown environmental impact
 
U Mown environmental impact
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IMPACT IDENTIFICATION AND EVALUXTION FORm 

C. ATMOSPHEp 

1. Air additives N 
2. Air pollution N 
3. Noise pollution N
 

4. Other factors 

...... 
 ............
....... ......
 
N 

. . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

D. NATURAL RESOURCES 

1. Diversion, altered use of water 
 N
 
2. Irreversible, inefficient conmaitments 
 N
 

3. Other factors
 

~N 

.. . . .................... I........
 

E-. CULTURAL
 

1. Altering physical symbols N 
2. 
Dilution of cultural traditions 
 N
 

3. Other factors 

...
.. ...........
 
N' • N 

F. 'SOCIOECONOMIC 

1. Changes in economic/employment patterns 
 M
 

."2.-Changes-in-population -
N 

3. Changes in cultural patterns 
 N 

4. Other factors
 
. . . . .. . . . . . . o , . . . • .
... . . . . . . . . . . . . . . .N 

• 
. ... .... ......... .......... .N
 



I)OACT IDEntIFICATION AND EVALUATION FOR14 

G. HEALTH
 

1. Changing a natural environment N
 

2. Eliminating an ecosystem element N-

3. Other factors
 

. . . ... .. . . .
 . ..... .. 
 N 

H. GE1ERAL 

1. International impacts N
 

2. Controversial impacts N
 

3. Other factors
 
.•.............
. . . ..... ....' 
 N
 

1. OTHER POSSIBLE IMPACTS (not listed above)
 

N
 
.. .. . . . . . . . . . . . . 

Prepared by: J.E. Stephenson Date:
 

Project Location: Egypt
 

Project Title: Tax Administration
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ANNEX Z
 

PROJECT AUTHORIZATION 

Name of Country: Arab Republic of Emt Name of Prc.ject: Tax Administra
tion
 

Numbei of Project: 263-0115
 

1. Pursuant to Part I, Chapter 4 Section 531 of the Foreign Assistance 
Act of 1961, as amended (the "Act"i, I hereby authorize the Tax Adminis
tration Project for the Arab Republic of Egypt C"Cooperating Country") 
involving planned obligations of not to exceed Two Million One Hundred 
Thousand United States Dollars ($2,100,000) in grant funds over a three
year period from date of authorization, subject to the availability of
 
funds in accordance with the A.I.D. OYB/allotment process, to assist in
 
financing the foreign exchange and lccal currency costs of goods and serv
ices required for the project.
 

2. The project ill assist Egypt to reorganize the Taxation Department 
of the Ministry of Finance; update the Department's data gathering and 
analysis capability and establish a tax training institute. The imple
menting Agency for the Project shall be the Ministry of Finance of the 
Government of Egypt. The entire amouLt of the A.I.D. financing herein 
authorized for the Project will be obligated when the Project Agreement 
is executed. 

3. The Project Agreement which may be negotiated and executed by the
 
officer to whom such authority is delegated in accordance with A.I.D.
 
regulations and Delegations of Authority shall be subject to the following
 
essential terms and covenants and major conditions, together with such
 
other terms and conditions as A.I.D. may deem appropriate.
 

4. a. Source and 0riRin of Goods and Services
 

Goods and services, except for ocean shipping, financed by A.I.D.
 
under the project shall have their source and origin in the Cooperating
 
Country or in the United States, except as A.I.D. may otherwise agree in
 
writing. Ocean shipping financed by A.I.D. under the project shall, ex
cept as A.I.D. may otherwise agree In writing, be financed only on flag
 
vessels of the United States.
 

.b. Conditions Precedent to'Disbursement
 

(11 Initial Disbursement
 

Prior to any disbursement or to the issuance by A.I.D. of 
documentation pursuant to *which disbursement will be made, the Grantee shall, 
except as the Parties may agree otherwise in writing, furnish to A.I.D. in 
form and substance satisfactory to A.I.D.: 
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(a) A statesent of the names an& titles with specimen
sisnatures of the person or persons who will act as the representa
tives of the Gruntee;
 

(b) Evidence that the Ministry of Finance Taxation
 
Department ("Taxation Department") has been given adequate responsi
bility, authority and access to Grant funds to assure full implementa
tion of the Project.
 

(c) Evidence of the appointment of senior tax official 
in the Taxation Department to cooperate with the project advisors. 

d. Evidence that the Ministry of Finance has authorized 
and directed the Director General of the Taxation Department or his designee 
to make a7ailable to the project advisor relevant data (exclusive of per
sonal taxpayer information) necessary for project evaluation.
 

(2) 	Conditions Precedent to Disbursement for Tax Training
 
Institute Co.modities
 

Prior to disbursement, or the issuance by A.I.D. of docu
mentation pursuant to which disbursement will be made, for the procurement
of Tax Training Institute comodities, the Grantee shall, except as the 
Parties may agree othe-'ise in writing furnish tc A.I.D. in form and 
substance satisfactory to A.I.D. evidence that the Taxation Department
has: (a) acquired an adequate site for the Tax Training Institute;
 
(b) selected and approved its Director and senior staff; and (c) established
 
a plan to develop its in-house training capabilities through instructor
 
training courses and training during normal work hours.
 

(3) 	 Conditions Precedent to Disbursement for Automated Data 
Processirn (PLP")Cczmodities 

Prior to disbursement, or the issuance by A.I.D. of documenta
tion pursuant to which disl.ursement will be made for the procurement of 
ADP commodities, the Grantee shall, except as the Parties may agree other
wise in writing, furnish to A.I.D. in form and substance satisfactory to 
A.I.D., evidence that the Taxation Department has: (aU) accepted the 
recommendations of the special reviev committee; Lb) established an
 
operating Computer Division with adequate stafr: and an approved Division
 
Director; (c) and promulgated an incentive pay plan to retain qualified
 
personnel within the Computer Division.
 

(4) Conditions Precedent to Disbu:'sement for Certain Training 

Prior to disbursement or to the issuance by A.I.D. of documen
-taton-pursuant to vhich-disbursement will-be made for -training activities

specified below, the Grantee shall except as the Parties may agree other
wise in writing, furnish to A.I.D. in form and substance satisfactory to 
A.I.D.: 
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(a) For Observational Training: evidence that the
 
selected senior executives have in fact been delegated authority
 
to perform their duties.
 

(b) For Participant Training: . evidence that the parti
cipants selected for INTAX.training are incumbent managers or will be 
placed in managerial positions upon capletion of such training and 
that the participants selected for USC training are employees of the 
functional unit for which the .raining is designed. 

(c) For Specialized IRS Management Training: evidence 
that the managers selected for such training have been delegated authority 
to perform their duties and that they are either incumbent managers or 
will be placed in that functional area as managers upon completion of the 
training. 

c. Covenants
 

The Grantee shall:
 

(1) Assure that the Taxation Dc;artment will do all things neces
sary and reasonable to implement the reorganization mandated by 
Presidential Decree Number 557 of 1977 and Hinistry of Finance Decision 
Number 402 of 1970 Lnd that the Ministry of Finance will include in its 
future budget plans for the timely recruitment and funding of Taxation 
Department staff and the provision of funds to meet other operating
 
costs.
 

(2) Carry out the project with due diligence and ef:iclenc'r, ana 
in conformity with sound engineering, constructicn, financial, administra
tive and other professional practices.
 

(3) Cause the project to be carried out in conformance with all 
the plans, specifications, and with all modifications therein approved by 
A.I.D. pursuant to the Agreement, including the provision, on a timely 
basis, of necessary local currency and in-hind support as specified in 
the Agreement and its annexes. 

(4) Cooperate fully with A.I.D. to assure that the purpose of
 
the grant will be accomplished and the GOE and A.I.D. shall from time to
 
time, at the request of either party, exchange views through their repre
sentatives with regard to the progress cf the project, the performance
 
of consultants, contractors and suppliers engaged on the project, and
 
matters relating to the project.
 

(5) Establish a project evaluation program which shall include,
 
during the implementation of the Project and at one or more points there
after; (a) evaluation of progress toward attainment of the objectves-of-
the Project; (b) identification and evaluation of problem areas or con
straints which may inhibit such attainment; (c) assessment of how such
 
information may be used to help overcome such problems, and (d) evaluation,
 
to the degree feasible, of the overall development impact of the Project. 
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(a) For Observational Training:. 
evidence that the
selected senior executives have in- fact been delegated authority
to perform their duties:. 



5. Based upon the justification set forth in Annex B of the Project
Paper, I hereby determine, in accordance with Section 612(b) of the
Act, that the expenditure of United States Dollars for the procurement
of goods and services in Egypt is required to fulfill the purposes
this Project; that the purposes of this Project cannot 

of 
be met effec

tively through the expenditure of United States-owned local currencies
for such procurement; and that the administrative official approving local 
cost voucbers mny use this determination as the basis for the certifica
tion required by Section 612Cb) of the Act. 

6. 
Based upon the justification set forth in Annex D of the Project

Paper, I hereby determine that the circumstanges varrant an exception

to the country contracting policy set forth in A.I.D. Policy Determination
 no. 68, and authorize A.I.D.-direct procurement of commodities necessary
for the Project. 

Oven Cylke
 
Acting Director. USKID/Cairo
 

Date
 



5C (21 - PROJECT -CIEC!.IST 

Listed below are statutory criteria applicadble generally to projects
vith FAA funds and project criter'.a applicable to individual funding
sources: Develonment Assistance .vith a subcategory for criteria 
applicable only to loans); and Economic Support Fund. 

CROSS REEMRECES: IS COUNTRY CRECIMIST UP TO DATE? Yes 
HAS STAIDARD ITEM CZECMIST BEMT REVITED FOR 
TEIS PROJECT? Yes 

A. GERAL CRiTEI FOR PROYECT 

1. F!T 79 At. Act Unnmbered: FT 80 AD. 
Act Unnumbered: FAA Sec 
 634A; Sec. 653(bi; (a) Congressional Notification 
La) Describe how authorizing and appro- has been submitted.
 
priations Committees of Senate and House
 
have been or will be notified concerning Cb) Yes
 
the project; (b) is assistance within
 
(Operational Year Budget) country or
 
international crganization allocation
 
reported to Congress (or not more than
 
$1 million over that figure)?
 

2. FAA See. 6!l(a) (i). Prior to
 
obligation in excess of $100,000, will
 
therc be (a) engineering, financial,

and other plans necessary to carry out 
 (a) Yes, firm financial plans

the assistance and (b) a reasonably firm 
 have been developed as part
estimate of the cost to the U.S. of the 
 of the Project Paper.

assistance? 
 Cb) Yes
 

3. FAA Sec. 611(a) (2). If further 
legislative action is required within
 
recipient country, what is basis for
 
reasonable expectation that such action
 
will be completed in time to permit 
 None required.

orderly acccmplishment of purpose of
 
the assistance?
 

4. FAA Sec. 61(b); F.79 A-n. Act Sec. 101;FY 80 ADD. Act Sec. (501.) if for water
 
or water-related land resource construction,
 
has project =et the standards and criteria
 
as per the Principles and Stand-rds for 
 Not applicable.

-Planning Water and Related Land-Resources
 
dated October 25, 1973?
 



5. FAA Sec. 611(e). If project is
 
capital assistance (e.g., construction),
 
and all U.S. assistance for it will excced 
$1 million, has Mission Director certified Not applicable

and Regional Assistant Administrator
 
taken into consideration the country's
 
capability effectively to maintain and
 
utilize the project?
 

6. FAA Sec. 209. Is project susceptible
 
of execution as part of regional or multi
lateral project? If so why is project not 
 This project is not
 
so executed? Information and conclusion susceptible to execution
 
Vaether assistance will encourage regional 
 as a regional or multilateral
developm2nt programs. 
 project. Impact will be
 

country specific.
7. FAA Sec. 601(a). Information and
 
conclusions whether project will encourage
 
efforts of the country to: (a) increase (a) No
 
the flow of international trade; (b) foster (b) Project will have impact on
 
private initiative and competition; private companies and in-

Cc) encourage development and use of dividuals and will promote

cooperatives, credit unions, and savings 
 economic equity.

and loan associations; (d) discourage 
 (c) Not directly.

monopolistic practices; (e) improve 
 (.d No

technical efficiency of industry, agri- C_) Yes, equitable taxation should
culture and commerce; and (f) strengthen result in better planning.
free labor unions. Cf) No 

8. FA.A Sec. 601(b). Information and 
conclusion on how project vill encourage Improved tax administration 
U.S. private trade and investment 
 should improve operating

abroad and encourage private U.S. parti- conditions for U.S. in
cipation in forei;n assistance programs 
 vestors and others. Com
(including use of private trade channels 
 modities and technical 
and services of U.S. private enterprise), assistance are U.S. 

9. FAA Sec. 612(b): Sec. 636(h). Des
cribe steps taken to assure that, to 
the maximum extent possible, the country
is contributing local currencies to meet 
 The project grant will so
 
the cost of contractual and other serv-
 provide.
 
ices, and foreign currencies owned by

the U.S. are utilized to meet the cost See Annex B request for a 
of contractual and other services, 
 determination under Section
 

612 (11 that dollars be used
 
.to procure local currency.
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10. 	 FAA Sec. 612(d). Does the U.S. own 
excess foreign currency of the country Yes. See Annex B for 
and, if £o, what arrangements have been reasons U.S. owned foreign 
made for its release? cttrency will not be used. 

1i. 	 FAA Sec. 60l(e). Will the project
 
utilize c€mpetitive selection procedures
 
for the avarding of.contracts, except Yes
 
where applicable procurement rules 
allow otherwise?
 

12. 	 Fr 79 ADp. Act, Sec, 608; F! 80 
Ant. 	Act Sec. (521). If assistance is
 
for the production of any comodity
 
for export, is the commodity likely Not applicable.
 
to be in surplus on world markets at the
 
time the resulting productive capacity
 
becomes operative, and is such
 
assistance likely to cause substantial
 
injury to U.S. producers of the same,
 
similar or competing coodity?
 

.B. 	FUNDING CRITERIA FOR PROJECT 

I. Develcpment Assistance Project Criteria
 

a. FAA Sec. 102(b); 111; 113; 281a.
 
Extent to which activity vill
 
(a) effectively involve the poor in 
development, by extending access to Not applicable.
 
economy at local level, increasing
 
labor-intensive production and the use 
of appropriate technology, spreading
 
investment out from cities to small
 
towns and rural areas, and insuring
 
wide p;.rticipation of the poor in the
 
benefits of development on a sustained
 
basis, using the a:propriate U.S.
 
institutions; (b) help develop
 
cooperatives, especially by technical
 
assistance, to assist rural and urba:.
 
poor to help themselves tovard better life,
 
and otherwise encourage democratit
 
private and local governmental institu
tions; Ccl support the self-help efforts
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of developing countries; (d) proote 
t~he participation of women in the national 
economies of deve3oping countries and 
the improvement of wOmen's-status; and 
Ce) utilize and encourage regional 
cooperation by developing countries? 

b. FAASec. 103. 103A 104, 205, 106 107.
 
Is assistance being made available:
 
.(include only applicable paragraph which
 
corresponds to source pf funds used.
 
If more than one fund source is used for
 
project, include relevant paragraph for
 
each fund source.1
 

(1) (03) for agriculture, rural
 
development or nutrition; if so (a) extent
 
to which activity is specifically
 
designed to increase productivity and
 
income of rural poor; (103A) if for
 
agricultural research, full account
 
shall be taken of the needs of small
 
farmers, and extensive use of field
 
testing to adapt basic research to local
 
conditions shall be made; (b) extent
 
to which assistance is used in coordina
tion vith programs carried out under
 
Sec. 104 to help improve nutrition of
 
the people of dCve!oping countries through 
encouragement of ii.reased production
 
of crops with greater nutritional value,
 
improvement of planning, research, and
 
education with respect to nutrition,
 
particularly with reference to improve
ment and expanded use of indigenously
 
produced foodstuffs; and the usidertaking
 
of pilot or demonstration progrLms
 
explicitly addressing the problem of
 
malnutrition of poor and vulnerable
 
people; and (c) extent to which
 
activity increases national food
 
security by improving food policies
 
and management and by strengthening
 
national food reserves, with particular
 
concern for the needs of the poor,
 

-- through mea-ares encouraging domestic
production, building national food
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reserves, expanding available storage
 
.facilities, reducing post harvest food
 
lbses, and improving food distributi6n.
 

(2) (.04) for population planning 
under Sec. 104(b)'or health under 
Sec. 104(c); if so, (a) extent to which 
activity emphasizes low-cost, integrated 
delivery syEtems for health, nutrition 
and family planning for the poorest people, 
with particular attention to the needs 
of mothers and young children, using 
paramedical and auxiliary medical personnel,
 
clinics and health posts, commercial
 
distribution systems and other modes of
 
community research.
 

(3) (105) for education, public
 
administration, or human resources develop
ment; if so, extent to which activity
 
strengthens nonformal education, makes
 
formal education more relevant, especially
 
for rural families and urban poor, or
 
strengthens management capability of
 
institutions enabling the poor to parti
cipate in development; and (b) extent
 
to which assistance provides advanced
 
education and training of people in
 
developing countries in such disciplines
 
as are required for planning and imple
mentation of public and private development
 
activities.
 

(4) (106) for technical assistance,
 
energy, research, reconstruction, and
 
selected development problems; if so,
 
extent activity is: i) (a) concerned
 
with data collection and analysis, the
 
training of skilled personnel, research
 
on and development of suitable energy
 
sources, and pilot projects to test new
 
methods of energy production; and
 
Cb) facilitative of geological and geo
physical survey work to locate potential
 
oil, natural gas, and coal reserves and to
 

_-encourage exploration for potential oil,.
 
natural gas, and coal reserves,
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(i) technical cooperation and development, 
especially with U.S. private and .voluntary, 
or regional and international development, 
organizations; 

(iii) research into, and evaluation of,
 
economic development processes and-techniques;
 

(iv) reconstruction after natural or manmade
 
disaster;
 

(v) for special development problems, and
 
6o 
 enable proper utilization of earlier
 
J.S. infrastructure, etc., assistance;
 

(vi) for programs of urban development,
 
especially small labor-intensive enterprises,
 
marketing systems, and financial or other
 
institutions to help urban poor participate
 
in economic and social development.
 

c. (107) is appropriate effort placed on 
use of appropriate technology? (relatively 
smaller, cost-saving, labor using techno
logies that are generally most appropriate 
for the sm~all farms, small businesses, 
and small incomes of the poor.) 

d. FAA Sec. 110(a). Will the recipient 
country provide e.t least '25% of the costs 
of the program, project, or activity 
with respect to Vw.ich the assistance is 
to be furnished (or has the latter cost
sharing requirement been waived for a 
"relatively least developed" country)?
 

e. FAA Sec. 110(b). Will grant capital
 
assistance be disbursed for project over
 
more than 3 years? If so, has justifi
cation satisfactory to Congress been made,
 
and efforts for other financing, or is the
 
recipient country "relatively least developed"?
 

f. FAA Sec. 231(b). Describe extent to
 
which program recognizes the particular
 
needs, desires, and capacities of the
 
people of the country; utilizes the countrr's
 



Intellectual resources to encourage

institutional development; and supports
civil education and training in skills 
required for effective participation in
 
governmental processes essential to 
•self-government,
 

8, 
.AASec.122(b). Does the activity
 
give reasonable promise of contributing

to the development of economic resources,
 
or to the increase of productive capacities

and self-sustaining ecbnomic growth?
 

2, Development Assistance Project Criteria (Loans Only) 

a, FAA Sec. 122(b). Information and 
conclusion on capacity of the country 
 Not applicable.

to repay the loan, at a reasonable rate 
of interest.
 

b, FAA Sec. 620(d). If assistance is for
 
any productive enterprise which will compete

with U,S. enterprises, is there an agreement

by the recipient country to prevent export 
to the U.S. of more than 20% of the

enterprise's annual production during the
 
life of the loan?
 

3% 
Project Criteria Solely for*Economic Support Fund
 

a. -FAA Sec. 5 3 1(a). Will this assistance 
promote economic or political stability?

To the extent possible, does it reflect the 
 Yes. Tax equity is a
policy directions of Section 102? 
 -major concern both
 

economically and pollb. FAA Sec. 531(c). Will assistance under 
 tically. This project
this chapter be used for military, or 
 Is designed to promoteparamilitary activities? 
 equity and increase pro
ductivity.
 
No,
 

5C(31 - STANDARD ITLD CHECKLIST 

Listed below are statutory items which normally will be covered routinely
in those provisions of an assistance agreement dealing with its. Implementation, or covered in the agreement by imposing limits on certain uses of
funds. 
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These it=&are arranged under the general headings 
(j1.Construction? and CIMOther Restrictions. 

of (Al Procurement, 

A, "Procurement 

1, FAASec. 602. Are there arrangments 
to permit U.S. small business to participate 
equitably in the furnishing of commodities 
and services financed? 

Yes 

2. "FAA Sec. 604(a). Will all procurement 
be from the U.S. except as otherwise 
determined by the President or under delega
tion from him? 

Yes 

3. FAA Sec. 604(d). If the cooperating 
country discriminates against U.S. marine 
insurancc companies, will commodities be 
insured in the United States against marine 
risk with a company or companies authorized 
to do marine insurance business in the U.S? 

Egypt does not so dis
criminate. 

4, FAA Sec. 604(e). If offshore procure
pent of agricultural commodity or product 
s to be financed, is there provision 

against such procurement when the domestic 
price of such commodity is less than 
parity? . 

Not applicable. 

5, FAA Sec. 603. Compliance with 
requirement in Section 901(b) of the 
Merchant M~arine Act of 1936, as amended, 
that at least 50 per centum of the gross 
tomage of commodities. (computed separately 
for dry bulk carriers, dry cargo liners, 
and tankers) financed shall be transported 
on privately owned U.S.-flag com,=ercial 
yessels to the extent that such vessels 
are available at fair and reasonable rates. 

Yes 

6, FAA Sec. 608(a). Will U.S. Government 
excess personal property be utilized 
wherever practicable in lieu of the procure-
nent of new items? 

Yes 

7. "FAA Sec. 621. If technical assistance 
is financed, to the fullest extent 
.practicable will such assistance -goods... 
and professional and other services from 
private enterprise, be furnished on a 
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contract basis? If the tacilitier of other-
Federal agencies wll be utilized, are 
they particularly suitable, not competitive 
vith private entcrprise, and made
 
available without undue interference 

with domestic programs?
 

8. International Air*Transport. Fair
 
Competitive Practices Act, 19"74. 
If air transportation of persons or property 
is financed on grant basis, will provision 
be nade that U.S.-flag carriers will be 
utilized to the extent such service 
is available?
 

9, FY 79 App. Act, Sec. 105; FY 80 App.
Act Sec. (505.) Does the contract for
 
procurement contain a provision authori
zing the termination of such contract for 

the convenience of the United States?
 

B, Construction
 

1. FAA Sec. 601(d), If a capital
(e~g., construction) project, are engineer
#ng and professional services of U.S. firms 
and their affiliates to be used to the 
maximm extent consistent with the 
national interest? 

2, FAA Sec. 611(c). If contracts for
 
construction are to be financed, will they
 
be let on a competitive basis to maximum 

extent practicable?
 

3. FAA Sec. 620(k). If for construction
 
of productive enterprise, will aggregate value 

of assistance to be furnished by the U.S.
 
not exceed $100 million?
 

C. Other Restriction 

1. -FAA Sec. 122(b). If development loan,
is interest rate at least 2% per annum during 
grace period and at least 3Z per annum there
after?
 

TeO
 

-Te 

Yes 

It will so provide.
 

Not applicable.
 

Not applicable.
 

Not applicable.
 

Not applicable.
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2. FA Sec. 301(d). I fund 1s established
 
solely by US. contributions and administered
 
by an international organization, does 

Coptroller General have audit rights?
 

3.. FAA Sec. 620(h). Do arrangements exist
 
to insure thar United States foreign aid is
 
not used iv a manner which, contrary to the 

best interests of the United States,
 
promotes or assists the foreign aid
 
projects or activities of the Comunist
bloc countries?
 

41 FA Sec. 636(i). Is financing not
 
permitted to be used, without waiver, for
 
purchase sale, longterm lease, exchange 

or guaranty of motor vehicles manufactured
 
outside the PS.?
 

5. Will arrangements preclude use of fi
nancing;
 

a. FAA Sec. 104(f). To pay for perfor
mance of abortions as a method of family 
planning or to, motivate or coerce persons 
to practice abortions; to pay for performance 
of involuntary sterilization as a method of 
family planning, or to coerce or provide

financial incentive to any person to undergo
 
sterilization?
 

b, FAA Sec. 620(g). To compensate owners
 
for expropriated nationalized property? 


c. FAA Sec. 600. To provide training
 
or advice or provide any financial support
 
for p.olice, prisons, or other law enforce-

ment forces, except for narcotics programs?
 

d,"FAA Sec. 662. For CIA activities? 


e. FY 79 App. Act, Sec. 104; FY 80 App. 

Act Sec. (50.-j To pay pensicns, etc.,.
 
for military personnel?
 

f, 'FY'9 App. Act, Sec. 106; FT 80 AR. 
Act. Sec. (506.) To pay Un.N. assessments? 

Not applicable,
 

Yes
 

Yes
 

Yes
 

Yes
 

Yes
 

Yes
 

Yes 

yes
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t. 7I 79 AMR. Act. Ste, 107: 
,T80 Apo.
AC S.(507.) To carry out provisions To
of FM Section 209(d)? (rasfe. of FAA
funds to -ltilateral organizations for 
lendins,). 

L Sac; 511.. To finance the export
of nuclear equipment, fuel, or techmology yes 
or to train foreign nationals innuclear
 
fields?
 

i FY_79 App. Act, Sdc. 601; ,FT 80App,
Act Sec. (515.) To be used for publicity yes
or propaganda purposes within U.S. not 
Authortzed by Congress? 

F-11
 



LISt ofRe orts, Studies by'IRS'on
 
COE Tax Administration
 

1, 	A Study of Tax Administration, Ministry of Finance,

Government of Egypt June, 1975 

2. 	 TDY Report Regarding Taxation Administration,
Government of Egypt September 29 - October 13, 1976 

3. 	Computerization of Tax System in the

Government of Egypt 
 February 17, 1978
 

4. 	Proposed Reorganization of the Taxation

Department, Ministry of Finance, GOE. March 29, 1978 
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AN=E H
 

C=TIFICATION PURSUANT TO SECTION 611aCl OF THE 
FOREIGN kSSISTANT ACT 0. 1961 AS AMENDD 

I, Owen Cylke, the Acting Principal Officer for the Agency for
 

International Development in Egypt, having taken into account, 
among other thiigs, the maintenance and utilization of projects 
in Egypt previously financed or assisted by the United States 
and techni.i. assistance and training planned -nder this project, 
do hereby certify that in my judgment Egypt has both the financial 
capability and human resources capability to effectively maintain
 
and utilize the technical and financial assistance to be provided
 
to the Maiistry of Finance.
 

Owen Cylke
 
Acting Director, USAID/Cairo
 

Date
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AID 14"48 gsiu.K I 
ANNE4, ILOGICAL PROJECT DESIGN SU,.MARY.,m 


FRAIM rJORK Lt:. MiP8a: 
F.LfY E F A& .Y 

P i ,Nun. 263' 0115 Tw.U F-4b,2. )nlac Till& . " a , , 7- -

NARRATIVE.SUMMARY" I P- -- i.Y VIFIABLE I,%5C&TMEANSftrzGrlrO O1 VERIFCATIOStew Goal: Th. *oaad " bk.uiv. 14 IMPORTAU ASGU.WIO:.4
'iLSLIf-iOI G*I Aciiccvrnent:1) Income tax revenue increas-
Provide additional 1) COE tax-collection data.
tax revenue for 
 ing to 25Z of total tax re- 2) COE Budget and CNP data. 

1) Economic stability and growth.
development. 2) Inprovecnmt
venues by 1984. in tax adniatra3) COE tax collection data. 
 tion will Iead
to greaterIre2) Budget defft:it declining to 

9% of C P by 1984. 
 venues. 

3) Inconet*rar revenus, dis- 3) Budgetary discipline will &Ile
coanted for inflation, In-

cate increased resources for 
creaed by 15 per cent over development. 

4) Tax law changes do not decrease
haderi the a r ocht.d i:EM ofol.eti. 
zdernize the administration oi the 

31.) Review of organizational chart I schisving

Covarnment of Egypt's personal and f written responsibilities
1) Functional responsibilities Consistent application ofdelegationbusiness income tex.systems, and orders. 

5) 
equitable tax policy andclearly assigned arid autioiti)improving equity, Peview training records USAID regulations.
apropriately delegated 
 and COE status reports.
2) Key managerial and 
technical 3) Revieu and analysis of collect 1) Delegations of authority.
staff trained and applying ion statistics. 


techniqu..s learned. 2) Actual implementation and cpera4) In depth review of selected
3) M re accurate 6 current tax 
tion of modernized Aystem, and
Iassessments. procedures and processes. 
 commitnznt to continue Improving
sav- te 9,.i


1) Identified Management V_,att*dCnt,;dcof Oupua
Systea and ') More comprehensive reporting Review of organizationalir.plementing decrees, chart ':64*nProcadures for Functiofial Tax Areas. and ana position 3) Contlinued gcod maaagement andYsln of tax Informsa- dcscriptLions.

rocessing. tion. 

GOE support of tax departmtent
3) Treining Programs. ) Organiztonal plan, office 
lb Pevtew of procedural manuals I


4) More accurate, current and inclusi% 
functicinal areas. 
 1) Acceptance of U.S. assistance
and ataff positions descrlpt- 2) Tnterview and audit of pro-
tax assessments.. 
 modes and ability to adjust to
ions, procedural.manuals 
cov- cesstng unit. 
 Egyptian context.
er.ng assessment, collection, 3a'Review of IU.S.
data processing. and COE trainin 2) Timely procurement of needed
statistics.
)FJq' -lZd--n-i&--- ! e-d._rd equmipment and release of staff.tavuga: tir rul--..m vprnrdsIm~knnamnts;3nTa~g~lfyr~t,.dr~| 

"of attrAct
AID: Tax Training Institute.
unit. (Pluase spe back) ' iI, ..
1) Technical Asuistance 3c Review & examIne facilities.) 117 staff months of 

and retain qualified ADP peran;sist- (Please see back)2) Iraining Opportunities in U.S. sonnel.!ance; 72 long ter,
3) Comadities 4S short 1
 
4) In-country travel & special U.S. 

ATD:
term. 

1) 50 tax department persannel 1) Available COE and'U.S.'re-Suppcrt services. 1-3 AID Mission filestrained in U.S. sources.
if exctivn 4)COE: Travel Vouchers
) $350,000; primarily In ADP 2) COE will establish project

1) Project support counterparts to) Visits to outlying Regional C-OE: oversee2) Training (Pleatsa see bac) Iaplenta;1on of project.Offices, Interpreter and 
 On-sito review of operations. 
 coent
3) Camo4t1ies & Facilities ato o roc.
bilingual secretary contract d..
 

http:Im~knnamnts;3nTa~g~lfyr~t,.dr


A21 310 it-iN 
PROJECT DESIGN SUM.1AlY

LOGICAL FRAM64MORcx Lif0 
Fom FYPi :hosi Tile & NUMaw. 263-0115 

Tot U.S. Fm ___Date Pr"Wed:
 
Uhogam., Sct. Coal:haAaVGtNA~ Tb.ofR."M S _Vi iOEANSW!AWoidji obective to OBJECTIELY VERIFIABLE&taasw.; c f Go41 AcNe on INOICATORS OF VERIFICATI 1I"OTANT ASU.Og 

ds project maulet: 
A ao ap"Ch ~omhumg~ 

-o-O M4aV 

boom t.gqo 
Co1dtW9Mthat wit d Ppob ba ben6u6a 

.ieva End ofpkac ttii 
A 

otato. 

.3.a. 50 persontiel. trained in 
U.S. In various tax spe-

4 .a. Review Audit Division Statis 
tics1 records. 

cialtoes. s.b. 
3.b. 35 training courses con-ducted at Tax Training In-

Review Classifcation Manual 
4.c. Review Audit Techniques

Handbook. 

I.ncentivas primarily 
.for ADP personnel. 

stitute.
4 .a. Audit cycle less than 6 yr 

b. Selecrive audit program
c Pc:niq,nvdJ~Jq._rtt!L~e___Iplcmanga:ion la'~ti ITyp. a.1d O.Anlityi 

COE: 
(1) Managerial and technical c unterparta working with'advisors. 
(2) Training Institute establi ;hed; Instructors trained, trainseattending sessions; COE coitinued salary for participants 

A liep i q 

to U.S.(3) Tax Training Institute and ADP sites'. Tax Team office.•(4) Various types of m.onetary tnd non-monetary Incentives 
availab1. to ADP staff. 



A 	 Inputs - Comodities 

'Year 1 Yer2 -Year 3 Total 

IRS 	Tam Office
 

1. 	Air conditioning, copy
 
marhine 61000 -- 6,000
 

Tax 	Training Institute
 

1. 	Equipment & Supplies 
TT & Regional Centers 52,000 -- - 2,000 

2, 	Library 15,000 -- - 15,000 

Subtotal 67,000 67,000 

Demonstration Equipment
 

1L Func'tional Activities 10,000 20,000 10,000 40,000
 

ADP
 

1. Library Assistance 2,000 3,000 - 5,000 

2, Transcription Equipment - -- 200.000 200.000 

.3 Related ADP -- - 32,000 32,000 

-Subtotal 2,000 3.000 232,000 237,000 

TOTAL 85,000 23,000 242,000 350,000 

(1)_ 	Specific training aids/equipment to be determined by Training Advisor.
 

(21 	 Additional ADP equipment -need., to .be determined. afterspecial ADP 
review and evaluation.
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BJPCT: PID TAX ADMINISTRATION' (2,53-0115) 

DFCEIB.R 22. 

THOP.IZED TO VEVT7,O? AND AP.RO.Ti PP %.'ITHOTUT -U"TER AID
 

ELD r PTD APPROVED m:D -MISSION 

VlI ': N -AC ro'''E ! , SS lO A IN'COPPO!1t i'Z C11 I1R T Is 

FOLLO\1 OG POINTS I:N PROJE;CT PAPEr'. 

GOAL-I,,EZ OF LOGRMIE lCCO"PA:' IG PID S"TS TOO CGR.JT 
r
BURDI:' FOR it.J"CT. CONC ISF ST ATE T IS CO ;T'.I.. 

4- s o l s F CO..- S , 'ii;.LZ . T I O NAND I=,T r:•r ,,i .. P . AC 
GGSTS IT 8ZUS'SD." FOR T-:* LOG.E SPECI v"SU'G EST.O4S 


F,-REVISIO.N ARE AS FOLLO'S:
 

PURPOS".: AS STAT'2o IN ISSION"S CP.FOR Fi"c-. 

,E!ND OF PRCJECT ST;7-US: IN:COME TX RZV'EI-ES DISZU TED 
1 'L-TIO:, I1CZ:.37 15 PEC% T VPE-P?,OJF0 'r 

lVSL;s UNCTTO.L SPONS ILI-iS CL.,Y 4,S ,G.EDD .ND 
..,ITY A r .ELY DV.!.EMAT ; K7,Y r A.NA, ! AL T CH-

ICA.L STAFF TRA I11; "ORECO:PRP.EtSi*'-.)TT71, REPORTI NG 
NI) Ar.AL''iS Ci TAX I iT. O. 

OUTPUTlS: I DNTIFIED MA K-* G" "T SYSTEm AND PPOCEDU 
iR:"TION AL TAX !-R.S; UTC'; :,TED PAT k PROCESSI:-; 

RA rI'G ROGRA ;S; IO10 ACCUR.ATE, CUEEIT AND INCLUSIVE 
AX ASSESS 'l-ENT. 

MOEFkMP=AS!S SHOUI.D rE PLACED ON TE MIDPOJEC. 

'ALU.AOJ :..C "0EAC"'LIZ'VESz'RP..OUNT IN ETER'i!'NG 
"I}U'.CT ION. CHAN" Er !. :CESSARY FOi :L.C OF LOP it".D Itl 

LA "",NIC.FOR1-F TU10R. ZI G ADJU ST-EJTS S-O!LD FOLLQ-O._ 
EElM A. P PR0. "EVAUITTi PL SEULD BE ,1,Tr . E t.S 
ELL TO FIT C ArOPT]E..D AS OF SUGGESTIO.S .IN-A-S RE'SULT 
ARA 2.
 

PP SOULD DESCRIZE i:s ,-.. T.IS P.OJECT AND 
TEEl EXTE? NULLY FUINDET PROJECTS DESCRIBED !:!!ANNEX 2 
F PFID, NOTII;'G ?r.TICULALY T1E "*HIS PROJECT IS1 ROLF 
XPECTED TO LAT IN H L; UO:iSRI? TO TEL OTE!E!S. 

FINALLY. I;EAC ST-STS '1;7 l11IS£10N C&,%I-o UTU.TR 

STAT 3m.20734 

29 DEC 79
 
TOR: 1Pl1 
CN: 23215
 
-CT1ON P.I
INFO: AECON CB, I 

http:CO:PRP.Et


piN vi r JUYN COrUSAID i'rOR'rS SUplro,,?x?,cC IOA :1'-A LOCA.L CV .!~AEVME T. - WOULD /.!'PR EC IiATE 

Un'C.ssI7IrD 
STATE Z:2073 
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1. Observation Training 
______..... . .. 
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-
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*Schedule or Training to be publishedi 
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ANNEX m 

Terminal Dates
 

A. Recommendation
 

10.02. It is also recommended that the following waivers, determinations
and exceptions be made: (1) A determination that local financing with
dollar appropriation in the amount of $616,000 is nccessary for success
ful project, implementation (Annex B); and (2) An exception to the general
policy expressed in Policy Determination 68 calling for host country pro
curement of commodities to allow direct AID procurement of up to $350,000 
in commodities (Annex C).'
 

B. Terminal Dates 

1C.03. The terminal date for satisfaction of conditions precedent to
 
initial disbursement will be 15 days from the date of the project grant 
agreement signing. The Project Assistance Completion Date (PACD) is
 
set at December 31, 1983 which will allow about three years from the
 
expected satisfaction of Conditions Precedent. 
The Terminal-Date for
 
opening letters of commitment will be M.arch 31, 1983. Terminal Date
 
for disbursements will be June 30, 1984.
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I. 

1-. 

PARTICIPANT TRAINING 

I11TAX Middle Management Number of Participants 

1. Internatione1 Travel (L.E. equivalent) 

2. IRS Fees, Participant per diea, U.S. 
travel 

TOTAL INTAX 

U.S.C. Sp4cinlized Courses Number of Participants 
1. Interntional Travel (D.E. Equivalent) 

2. USC Fees, Partitipant per diem 

TOTAL USC 

SCHEDULE AND BUDGET 

COURSEDURA-1iTION 

Weeks 

5 Weeks 

ANNEX 

YEAR 
1 

606 
7,800 
2.200 
303-----01 

7t6 

Il1600. 
====: 

N 

Y TEAR 
2 1 3I6 

1, 6 
O,400 ,*_6W 

h3,; 'OO  

43,00 

00 9200 

1 16.100 
-= 0.71. 

"OTAI 

16 
2,0 
9,,...22 

119, 

12 
V512 

6 

"-

III. GOE Eecutive Observation Nunber of Participants 
1. International 'ravel (D.E. Equivalent) 

2. particip.nt per diem, U.S. Travel 

3. Interpreter fee, per diem U.S. travel 

4. IRS Fees, Esc'rt per diem and U.S. 
travel 

rYPAL OBSERVAT10o 3 Weeks 

,- ,1 
6,200 7,0
6,600 9,5?5 

'3,230 3,595 
2. 20 9580 

22 =I0 .__._-

,00 
UO209,825 
39965 
92A11_0 

2 -

20,25,1 
2.1 
27.1 

IV. Functionl Nnuen t Seminars Number of Participants 

1. ntern.tional Travel L.E. Equive.lent) 

2. Participant per diem, U.S. travel 

3. Interpreter fee, per diem U.S. travel 

IR. Fees, E3csrt per diem and U.S. travel 

TOTAL SE22Weeks. 

2 

2 
2,600 5o,720 
2,600 5,6bo 
2,320 51 60 

0'e-sif1 O 
. . 

2 0 19, 

.2 
3,200 
3,35 
218i1 
225i

-
3 0 

8 
1, 
11, 
1, 

14 

SUMMARY: 
1. 

.2. 

Number of Participants 
L.E. Equivalent - International 
U.S.-dollar costs 

TOTAL TRAINING COSTS 

Travel 
23,200 29,(,70 
67,750 62858031 
2--= -'136-

30,000 621 

2j 




