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12. ’

EGYPT - TAX ADMINISTRATION
SUMAARY AND RFCOMENDATION

Grantee: The Governzent of the Arab Republic of Egypt (GOE)

'Imnlenenting'Entity: The Ministry of.Finence, Department of

Taxation.

Grant Amount: $2.1 millipn (Two million, one hundred thousand

" U.S. dollars).

‘Purpose: To improve the institutionel capability of Pepartment

Texation.

Project Description: To finance the foreign exchange and some
custs of technical assistance and commodities to (i) implement
reorgenization of the Department of Taxetiorn, (ii) provide ADP
capability; and (iii) establish a Tex Training Irstitute.

Total Project Cost: $2.97 million (Two million, nine hundred
seventy thousand U.S. dollars) of which ihis grernt will firsnce
tvo~thirds end GOE will finance one-third, or LE 270,000 in
local currency. »

Application: The GOE's applicetion is ircluded as Anmex &.

Statutory Reguiremen's: All statutory criteria have been met.

-

See Annex F.

USAID Views: USAID/Cairo has raccxmended tho% <his egrent be
authorized.

Environmentel: The Initial Environcental Exazizeticen was a negetive
determiration., See Annex D. '

Recommendation: That a grant of $2.1 million be authorized to the
GOE on terms and conditions described in the dref+ euthcrizetion
showr ir Arnex E.

‘Project Cormitiees:

USAID/Cairo

James E. Sterhenson, Chairman
John C. Raros, IRS Senior Advisor
Peter Davis, Economist

L. Michael Eager, Counsel

Richard Layton, CON

‘Migsion Executive Committee

Owen Cylke, A/TIR

John Blatkton, A/AD/PR
Pierre Elissesbicde, A/AD/CT
Richard Dangler, AD/IIDPS

Raymond Fort, AD/AG

John Hafenrichier, AD/EES/EM
Williem Rice, COR
Micheel Hager, LEG
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I.

II.-

in*3
Recommendation

1.01. It is recommended that USAID/Cairo authorize u project in the
axount of $2.1 million te modernize the administration of the Government
of Egypt's personal and business sncome tax systez. The grant will
cover foreign exchange costs of $1,484,000 and local currency costs
equivalent to $616,000. The GOT will contribute the equivalent of
$870,00C, orf 29% of totel project costs.

‘Introduction, Brief Project Descrivtion, and Background

&, Intrcéuction

2.01. Ir its efforts to generate edditionzl tax revenues for develcp-

ment through improved tax administration, the Government of Egypt (GOE)

has in the past requested technical assistance from the U.5. Governsent.
AID bas responded positively to those requests and advisors from the

U.S. Internal Revenue Service have made several studies related to the
rotlems of Egypt's tex edninistration. Eowever, such technical essistance
hes prirarily been underteken on an ed hee busis and it wes not until

the conclusicn of a one-year pilot progrer thzi the ¥iristry of Pinance
reguested az extension end broadening of & tan admirictration improvenment

. project,

B. " Brief Descrivtion

2.02, The proposed project will continuz supporti of Egyrtian efforts to
irplement moderrn tex cdministraticn Procedurcs and practices over a
tiree year period and establish a sound management dese for continued

tax administration.

€.03. The heavy technicel assisternce input reflects the carability-
building exaphasis of the,project. Areas scheduled for essisiarce are:

(a) Management ana Organization; (b) Training; (c) AD?; (a) Delincuent
Accounts erd Returns; (e) Assessment/Izamination/Appesls and (£) Tex
Evacion. Assistance will be in the form of technical assistance ($1,317)
thousand); Commodities and Fecilities (£350,000); Training ($300,006G) .
and Other Costs (Travel, speciel U.S. support for Tax Team and Contingency)

($133,000).

C."Background

2.CL. GOE requests for U.S. Intercal Reverue Service (IRS) technical
assistance date back to November 1974, whea zeetings of the U.S./Egyptiar
Joint Working Croup in Economic and Technicael Cooperation were initiated.

2.05. In 1975, the IBS, at the rea?est of the GOE, conducted a ccrpre-
hensive tex administretion survey, This survey was an overell examination
of income tax edminisiretion. The Survey Report identified interrelsted
problem areas including;:



- Inadequate ccllection procedures and policy;
- A Tax processing system with weak controls and security; -
-~ Tex examination policy reguiring audit of all returns; and

= Other menagement disfunctions which hindered effective
tax administration.

2.06. The Report made en extensive set of recormendations. It was pro-
posed that senior GOE officials visit the IRS for observation end dis-
cussion of methods and procedures, installation of functional innovstions
includirg automation, and suggested e program of technicel essistance.
Because of sensitivity of the population to taxation, the responsibility
Tor determining modernizetion priorities and steps to be taken was expli-
citly left to the GOE. The immediate ection resulting from the "Report"
was to have six GOE tax officials take part in an IRS trairing program.

2
2.07. In the fall of 1976 the GOE requested IRS assistance in treining.
At the GOE's request, the IRS adviccr clso reviewed with GCE officials
the recormendations and other aspects of the 1975 Eeport. The result
of this effort was a three-week seminar in tre U.S. for six more GOE
officisls to cover manegement tecknigues in tex administration and to
review U.S. tax laws.,

2.08. 1In late 1977, the GOY sgein requested agsistence end edvice on
automating certain aspecis of their ope:‘ation.j Short-tern assistance
was provided in January 1978, which confirmed the feacitility of daie
autowation If iV vers developed imiterzelly c=d based on an cverall master
plan.

2.09. Also in late 1977 the GOE recuesied additional scsistance in
planning the reorganization of the Tax Department. This reguest wac
based on the December 1977 Presicdentiel Decree suthorizing the
Depertment to reorganize. In February &nd March 1978 e dreft reorgariza-
tion plan waﬁ developed by an IRS edvisor in coordinetion with the Tax
Department.

2.10. In early 1978 the GOE requested,and AID agreed, to assist with
& pilot advisory project focusing on two primary areas--(1) reorgeniza-
tion and (2) automaticn planning. The IRS advisor arrived in July 1678
for & one year assigrment. In December 1978 the Minister ¢f Finance
issued & deteiled Recrganization Order for the 7ax Department, Minister
of Finance Decision 402/1978, and at the ernd of the pilot prciect en
automation plan had been developed.

2.11. The experience of this pilot project hes shown thet a useful
‘role—can-bepleyed-by-USAID and the IRS -in essistirg-the Tax Departaent
improve the personel ené business texziion systems and elso advise on
dey-to-day operationel and manegement problems.

2,12, On April 25, 1979, tke Minister of Finance requested an extension
end dbroadening of the pilot activity.



1 Survey
2 Tax Training
3 Terry Report

5 Newnan Repert

(See Annex G)
(See Annex G)
(See Annex G)

(See Annex G)



III; Detailed Project Descriotion. Relction to Objective and Funding

A. Purpose and Goal

3.01. The purvose of the project is to modernize the administration
of the Government of Egypt's (GOE's) personel and businecs income
tax systems, improve tax eguity end provide additional tax revenue
for developzent. Achievement of the project purpose contemplztes
substential institutionalization of tax adminisiraticn improvements
in the business and personal income tax office (Texetion Depertmert)
to cnable the collection of substantinl edditionel revenues from ex-
isting tax lews.

3.02. The purpose is consistent with the progren goel which contem-
plates the increased robilization of domestic resources for development,
The expected improvements in income tax edministratior should result in
more netionel revenues for developzent purposes end help preserve a
favoratle distribution of nationsl incomes/revenves.

3.03. The improvements should elso result in more eguitetle apslica-
tion of taxes since current inequities of the cysven plece a heavier
tax burden orn salaried employees vho are more eesily identifiecd and
placed cu the tax rolls. On the other hend, self-cnployed preorrietors
end professionals are a2ble to withhold infermation releed %o sales,
investments, profits, etc., end therety do not fully share in the cost
of public services. Further, equitable and consistent arplication of
tex lews and regulations should essist in efforts %o encowraze invest-
nmept by ensuring predictebility of wniform +ex erplicetion for indusiry
ané comzerce,

B. 'Outnuts

3.0k, The principal outputs will consist of the improvements in and/o:

upgrading of all major functicas in the Tax Dencrtment, including estad-
lishment of en in-house training capability and an improved and expanded
ADP capability.

1. JIdentified Menegement Systems and Procedures for Funciioral
‘Tax Areas

3.05. The Reorganization autherized by Ministeriel Decisior L02/1978
will have been implemented; i.e., all responsitle managemen:t officiels
will have been desigaated and in place. Delegations of Authority re-
quired to enable officials to carry out their werk responsivilities
will have been issued. Organizetional plen, office and staff position
descriptions will be completed. At least three preccedural menuals will
bave beer prepared or perfected in the income tax examinetica aré col-
lections gctivities and in"the ADP ares.

3.06. A Tax Training Institute commi‘ted to in-house trainirg of
technical and supervisory personnel will be established ané staffed.
Instructor training courses to develop expertise in teaching techrnical
and supervisory courses to other emplioyees will be implemented. Treining
needs will ve idertified, and curriculum fer teaching established.



2. Autormated Dete Processing

3.07. The ADP Division of the Tax Department will be established,
staffed, and furctioning. Zmployees will have received additionel
systens analysis and pregremming training., Assessment information
from third-party documents will be processed by ADP means end trens-
nitted to Exexmination Divicion for its use. Long-range planning for
expanded ADP fazcility will be drafted together with cperational vlan-
ning for establishing en integreted taxpeyer master file and use of

e unique texpeyer identification number. Determination will be made
during project implementetion as to whether more ADP equipment should:
be intr¢duced,

3. Treining Pregraz

3.08. Substautially ell top-level managerial personnel will Leve re-
ceived treining ir the U.S. 1k Senior executives will heve benefitted
from the observationzl programs; 18 Divisicn Chiefs will have been
participants in the INTAY Middle Managemen:t Semirars and 8 managers

(two each in Trainicg, Exzmiretions, Collecticns and Cemputer Management)
will heve received specialized menagement trzining through IRS menage-
ment seminarc. In eddition, 12 persons will have been participants of
specizlized training et USC.

3.09. Shori-terz Treining Advisors will heve provided essistance fer
developing in-house ireining prograzs Yotk for itechniciens and instruc-
tors as well as training in curricwlum tuilcding., Initial treining
course develcrrn en will cconcentrate on %echnical subject (processing,
assesszenti/exezinaticns, delirguent returas and acccunts, etc.). Sub-
sequently, managehent prograns may be developel et the Insiitute.

L, More Accurete. Current and Tneivcive Tex Assescsments

3.10. A result of imgroved income tex examinaiicn end collections
trainicg, assessmerts ernd exazineticas will ve cenducted in less than

the present six-year cycle. Return classificaticn end selection for
exerination prograzs will enable tax auditors %o be more current in

the examination of tax returns. Quality of examinetion will be stressed;
arbitrary production gquotas of tax exeminers will be elimizated. Adminis-
trative eppeal of findings will be expedited, '"Package audii" prcgrans
(examiration of several texes concurreatly) will be develcped &nd im-
plemented.

3.11. As e result of improved maragement, better techknicel skills

and more efficient rrocedures and systens, versonal and business inconme
taxes should rise from their current level of 17X of ‘otel tax revenue
+to_contribute 25% of total tax revenue by 1984, See Annex I, Logical
Framework Matrix, for s summary of progre= goal, uroject purpose, in-
puts znd outputs, intlerrelationship of those and quantificetion of pro-
Jjected results.



C. ZInputs

3.12, AID inputs to the project are principally techmical cdvisory
services, training, and commodities for carrying out project pur-
poses and for achieving project objectives. The total AID grant
for the three-year life of the project is budgeted st $2,100,000,
of which $616,000 is local:zurrency costs.

3.13. GOE contributioms to project objectives will approximate
$870,000 (L= ecuivalent) and will comsist primarily of appropriate
managerial ard techrical staff support, counterpart commodities
(principally in the Tax Training Iastitute and ADP sites), facili-
ties and support for the USAID/IRS advisory team.

AID INPUTS

1. Technical Assistance

3.14, 117 staff months of U.S. techniczl assistance have been pro-
gramed for the three-yea: life of tke project. Adviscry assistance
would continue and expend from the prescnt cne-ran resident advisor
to two full-time resident advisors, aurzenied by %S stafs months of
TDY specialized expertise spread over six funstional activities.

3.15. The full time advisors will de required to idertify and co-
ordinate with aprrepriate counterpert officials in tke ex administrea
tion activity to assure that acvisory recozzendations will receive full
end objective recepticrn and to insure that project inputs are epplied
in an orderly and timely renner. Principal respensibility for this

end for all scheduleé project ectivities will rest with the IES Seniar
Advisor, who is designated Tean Leader.

3.16. Team Leader's rcle is cne of ean iu-house edviecr cencentrating
on improvements and adjustments cf the internal vorkings of the func-
tional offices in accordence with <he reorganization plan, including
develorment of guidelines ror delegeting cutkerity, reporting systems,
und operating manuels and procedures. Thnese steps are izncluded in the
Ministry's reorganization irmplementation rlan.

.3.17. The Team Leader will also heve Dejor responsidlity fer pro-
7iding advice on the development of the Tax Traizing Institute. The
needs in tax administration training are documentei in detail in the
1975 survey. A major effort will be needed to develop this Institute
into an effective organization meeting <he needs of the Tax Deparinment
and short-term advisors will assist a5 necessary.

3.18. The Teanm 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 cculd be delegated to
the other long-term advisor when sppropriate. BHe will also be avail-
able for consultation iz selecting end processing host government
officiels for training abroad, and he would assurze 2 viable technical

-6 -



role in restiructuring the orgsnization end providing advisory
ascistance to the examinatior/escessment/apreals divisions.
Pinally, he would be responsitle to the USAID Mission and to
IPS/TAAS Division for progress reporting on the project.

3.19. The other long-term advisor, a Systems Analyst/ADP

Advisor, will edvise the Tex Department on its sutozmation unit

in the establishment of the datz processing activity. The Systems
Analyst will alsc assist in planning end programming in functional
areas such as delincuent returns, delinquent accounts, etc. He
will edvise in the development of a taxpayer master file and assist
in overell ADP planning requirements for the Tax Derpartment.

3.20. As the master file is establiched, refined, znd some opera-
tional experience is geined by the deta processing unit, the poten-
tial for linkages to other accounts will grow, since the system will
utilize & texpzyer numerical ideztificatior number which can be *ied
to rany transactions such as customs, property transactions, etc.
The perfection and widespread use of a commorn identifier is likely
to teke several yeers to achieve, but its usz will be huilt inteo

the initial processing system. With the grester use of third perty
informaticn docurents for assessment ané evesion control, this
linkege with other informetion systems is very important ic the Tax
Departaent.

3.21. Short-term technicians would advise in thie spec
of Training (12 months), ALP (12 months), Delinguent
Delinguen: Returns (10 zornthe), Examiration/Assessm
(6 months), Taxz Evasicn (4 months), and Project Evalua
They would 2lso assist in eprropriete cm-ciie training
needed.

3.22, USAID will finance required contractcr suppers ser
an interpreter/office adainistrator ard e bilingual secretery.

2, Training

3.23. AID funding for fcrmel training abroad will totel $330,0C0
of which $66,000 will be in local currency.

3.24. MTraining in the U.S. will de in four prograxs: IRS orienta-
tion of top policy/adzinistrative executives; IRS Middle anagement
Treining for tax manegers; specific. tax studies at the Institute for
Tax Administration at the University of Southern Califorrnias; end four
specialized management courses to te conducted by IRS; (Tax Training
Yanagement, Examination Management, Collections Managemeni, end
Computer Management).

37257 The orientation course fTorthe top—policy/adéministretive-execu
tives will incorporate visits to ell operational levels of the U.S.
Internal Kevenue Service. The developing country exesutive will heave



an opportunity to meet and tal: with top IRS tex officisls in ell
major line end staff manegerent areas. The program is decigned to
demonstrete to those officiels the interrelaticnship of the various
tex edministretion functions, to obeerve firsi-hand decision making
at the lovest practicel level of orperations ard to oriemt them to
tre necessi*y for ccnsidering adiinistretive implications prior to
eny finel policy decisions in the taxction areess. These orientation
courses are of three weeks' duretion.

3.25. The IRS Middle Menagement Courses for manegers below the level
of »Xirector General are practical courses in tax administration
managemert. They incorporate formal training with officiels from
other develcping countries, affording the participants a forum for
the mutuel discussion of problems and the interchange of ideas. The
participants will also have an opportunity to visit the various or-
garizational levels and functions of itk Internal Revenue Service,
and discuss precedures end problems with locel cfficials. Six
Division level menagers ere programmed to attend thesc ccurses ir
each of the tkree yeers of the project,

3.27. Tke University of Southern Cslifcrnic's Irstitute for Tax
Administration provides the opporturity %o eudy specific arcas of
taxation not otherwise provided for bty either the IPS or oiher

State tax adzinistreticns. These couries ere gerncrelly of five
veeks' duraiion., Four rerticipants in cach ¢f the three years of
the project are progremzed for etterding hese svecimlized courses.
3.28. 1In addition to the progremmed treinipg oflered by “he IRS,
four special functional maregement treining courses will be precvided
to hich level Taxt Departzment manigers. These will be Tax Training
Management, Exaczination Mznagement, Collections Management and Com-
buter Maznagement. These cources cr specielized seminers will con-
centrate on the management policles in each of Lie four creas. Focus
will Ye on.program definition, planning, dir ct;on, coordination
between functicnal activities, and evaluatien. Two managers in each
of the four areas will receive ihis bpeCIC ized manegerent trainircg.
Tue seminars will be of two weeks' duratiou. See Exnibi: N for
frainiang schedule and budget deteails.

3. Cormodities

3.29. AID ccrmodity contraduiicn will total $350,000 during the
life of the p:oject. The allocation of these commodities is:

ADP $ 237,000
" Tax Training Institute——67,000 —
Test Equipment Lo,000

Advisor's Office 6,000

-8



3.30. Commodities for the ADP unit provide for the acquisitiom
of an edditional ADP equipment and treining materiels for tbe

ADP Division of the Tax Department. However, the bulk of these
acquisitions are not prograrmed until the third year of +he
project, or until such time az special eveluation of the ADP
Divicion's operations is completed prior to the end of the second
.yYear of the project.

3.31. Commodity acquisitions for the Tex Treinirs Inst:tute Tro-
vide fer meterials, books, supplies, treining aids, and equipment.
Specific commodity assistance to the Tax Training Institute is to
be deferred until senior ‘ax management training is completed and
the short-term Treining Advisor hes had an opportunity to determine
the most criticel and izmediate needs of ihe Tax Treining Institute

3.32. Test eguipment commodity support is provided to permit deron-
stretion of increased productivity end efficiency in operational acti-
vities (examinations, collections, appeals, tax evasion, etc.) when
employees are provided with the necessary tools of their {irade

(adding machines, celculators, locking files (for unique records},

acd photocopiers). -

L. Other Invutc

3.33. These "other" AID inputs total $LE 000, sil of whick cre

local currency funds. This fundirz prevides for ine-country trevsl

of all advisors to visit the significen® locz*icns outside of Ceiro
vhick impact substariively on tex collecilons wnd/cr et which large
numbers of Tox Depariment exrloyees werk or where wslume of Sumsizng
(returns, examineticns, etc.) is located. The full-*ire advisors are
expected to visit each Regioral Office at leest onca each vear gnd the
stort~term adviscrs cre expected to visit the Alexcmiria Fegicnal Offi
once.

3.2k, Also included under this heading ere funds <o cover <he ccsts
of an interpreter/office administrator and s bilinguel secretary for
use by tte tax teem. See Exhibit J for Sumrery of Cezmmodity Inputs.

GOE INPUTS
3.35. Principal inputs frem the GOE would be operetional project
suppert, expanded facilities (Taex Training Institute and ADP sitey,
and support fcr the advisory team. Total GOE project suppert is
calculated at $870,000. See Schedule 1 {Pege 21) for cost analysis.

D. Administrative/Mana. 2ment Resvonsibilities

3.36. The adninistretive and mansgement responsibilities of the
project are divided be“ween AIT, through the IRS Senior Advisor
(Team Leader) and responsible GOT cfficials of both the Ministry of
Finence &nd the Taxaticn Department.

-9 -
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3.37. AID: Tke IRS Senior Advisor is responsible for managing

the inputs of the preject. Ee will identify and coordinzte with
sppropriete counterpart officials to assure that project inmputs

are aprlied in an orderly and timely ranner. Fe will assist in
selecticz end supervision of all other teaz members. He is re-
sponsible for assigoment of projects to team members and evalua-
ting their performance. The Team Leader is resporsible to the AID
Dire~tor or his designee for the tax edministretion prograr end its
relatior to the overall AID Missicn urnd CDSS. The Team Lecder re-
ceives operaticnal supervision from the Pirector, Tax Administration
Advisory Services Division, IRS Washington,

3.38, The Tex Advisory Teem works directly with Texation Department
persornel ir the performance of team's objectives., The Tax Team
serves in ar advisory or consultative cepacity. The effectiveness
end success .f the effort depends grestly on the degree of confi-
dence GOE officials heve in the teanm's abllity, integrity ené dedi-
"ecation.

3.39. COZ: The principal official wiih whom the IS Llvisory Team
works with is the Director General of "azetion. t is he viho has
final approval of ell Gecicicns to irrlenent or refrain frow imple-
meniing progrem reccrmendations. Success of thre prcject is predicatied
on the COE's willirgness to assume an ective ccunterpert suprpcrtive
role to assure the attainmert of project otjectives. To this end,

it is imperative that counterrart officziels be designeted to wvork with
the IKS Advisory Teerm. ‘

3.40. In cdditien to the Director CGereral of Taxetion, the IRS
Adviscry Team must cocrdinate activities with the Director, Tex
Modernizetion Progrem. This latter hes respensibility for deter-
ninirg administretive feasibility of 21l newv <ex legislaticn proroszls.
The Deputy Prime Minister has appcinted Dr. Attel Sedkey tc ascune
manegenent end decisional responsibility for the prcject. Eowever,

it must be recognized thet 21l inpuis rust be irplexmerted thrcugh

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

E. Relation to Progrem Objectives

l. Relation to CDSS

3.41. The FY 82 Country Development Strategy Statement (CDSS) iso-
lates growth in reel incoze, improved quality of life and containment
of population as centrel <o U.S. political objectives of peace and
stability in Egypt. Dominent themes of the strategy for FY 82-86

are productivity and the preserveticn of sociel equity. Inherent
'in—the*achievement—of“the"strategy’and'the‘rejuvination‘of‘the“"““““
Egyptian economy is the advent of more effective ecomozic zanagement.
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3.42. As stated in thte CDSS, the Egyptian Governmert has resumed
_subtstantial responsibilities for the provision of a panopoly of

basic needs and social services, either directly in the form of

budget allocations or indirectly iz the form of subsicdies and price
controls. This bas resulted in large tudget deficits end inflationary
pressures wbich have eroded the value of this aepproach to equity. The
CDSS recognizes the need for increased revenues, reduced tex evacion
end increased ccllections. Tex reform, of which improved edministra-
tion is & part, is one way of restructuring the eqguity base frem income
suppcris to real rroductivity by helpinrg to reduce dbudget deficits end
increasing equity through equitable reeilcceation of revenues (social
services) and ecuitabtle taxation. The increese of collections without
additionel tax durden is one way to increese netionel productivity end
equity without destabilization.

2. 'Reletion to GOE Objectives

3.43. There is no question that the GOE hes embderked on an effort to
increase revenues., This is reflected in the activiiies undertaken by
the Mirnisiry of Finance witk regard to ine Tex lModernizaticn Project
vhich will culmirete in draft tex lcgiclaticn. The activities of suc-
cessive ITS tax advisors, who heve be:n escisting the Mipistry since 1975,
bave led directly to the Tex Adminictraiicn Project. GCE concern thst
- the outputs of the two prcjects shculd tenefit each other is reflected
by the eppointiment of e single individual to assume responmsitility for
the inplemerntation ard coordinatiorn of btecth prcjects,

3. QOthor Tonsy Activities

3.44,  The principazl other donors in the srec of taxation are the
Internaticrz) lMoretary Fund (IMF), werking in sales tex legicleticen
reforn, and, in conjuncticn with the Goverrment of France, Custenms
Administration ard Tariff Reforms. A related rroject, invclving USAID,
the Ford Foundation, Ministry of Firance contractors from the U.S.
(comparative tex law experts Professcrs Clidzman and McIntyre, respeciively,
of Herverd and Weyne Stete Universities) aznd other elements cf the GOE

is the Tex Mocdernizatiorn Project.

&. Tax Modernization Prciect (263-800-G-002)

3,45, Tris project is desigrned to provide modern draft corporste and
personal income tax laws based on studies of various issues suzkh as the
schedular vs. glotal tax system, equity in persomal taxation {(how does
one or dces one vant to tax agricultural inccme, income earned abroad,
hard-to-tax groups), and tax incentives for sevings and investment.

-3.h6,n.There_are.a_number.of.strong,linkxges,between,this,lnd"the_pgigg;
pal project. The corversion to a global incoze tax was recommended by
the IRS' 1975 Repori as a mejor element in facilitating inceme tax
administration. Decisions on other issues mentioned above will have
obvious tex esdzinistretion izmzlications. »Modernizeotion of the inccme
tax administraticn will broeder the elternatives availeble to the tax
policymakers and strengthen the pcssibility that the policies selected
can be implenented with mirimum disturtances in service.

’n-
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3.47. The principa: project will coordirate closely with this project.
Adminigtrative feasibllity of any new legislotive prorosal will weigh
heavily on decisicns made. However, the focus cf the principal project
ie to improve end strengthen the existing tex system; with thet purpose’
accomplisied, administrution of new tax legislation is facilitated.

b.. Seles Tax Eeform

3.48. The People's Assemtly is currently studying e proposal submitted
by the Internaticnal Monetary Furd. EHowever, Sales Tex Adwiristration is
the responsibility of arother agency and at present, except fur providirg
training at USC in Sales Tax Administretion to selented participants, the
principel pronject is focused on personal and business income tex edminis-
tretion improvements.

c. Customs Aldrinistrstion and Teriff Reforms

3.49. These prograrxs ere respectively being handled by the French
Government and the IMF. The former progran includes the computerization
of most customs operaticnes; the letter has provided recommendetions for
a new tariff code consistent with Egypt's econczic objectives., 1In fact,
part cf these recommendations have alrecdy teen decreed. Custcems hes
been identified as & potential source of inicrmztiion on taxpayer identi-
ficetion end return comgpliance cnd other izccze tex-related informatien.
Improvement of this syter should ircreese the guality end quantity.of
inforraticn available to the Tax Derarimeni es well as make date rmore
‘repidly evailable. Treacibility of rartial use cf Custcz's semputer
fecilities for income tex eduinistration will be studied.

F. Funding

3.50. Projected AID comtribution to the prcjeet is $2.1 miliion. GCZ
contributions total $870,000. Total project cost is estimated at $2,970,CC0.
The breakdown of project costc by ccmponent is as fcl

- w»
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Summary of Fanding
(Uu.s. $000 or LT Zquivalent)

Comnoﬁent AID LOE Totel
Full-time Advisory Surport 82¢ 33 853
Full-time COperational Support -—— 627 627
Short-term Advisory Support Ls7 - L9T
Formal Traizning & Oriexteticn 300 20 320
Commodities & Facilities 350 190 5%0
Travel & Miscellaneous 18 — 18
Speciel U.S. Support 3¢ —— 30
Subtotal 2,015 870 2,885
Contingency ' °85 —- ‘85
TOTAL 2,100 870 2,970

AREEE E 1 2 3 BEEER

Refer to Schedule 5 (Page 25)for dollar amouat LT eguivaleat analysis.
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Iv.

Analvses

A. Econcmic Analvsie

4,01, The econonic bepefits to be derived from impréved orgaunization,

automatic data processing and better trained tax officials ere easily
idertifistle but difficult to quantify. Although there are numerous
problers with tax laws, which the GOE has recogrized and is attempting
to rectify tkrough tex reform (Tax Modernizatior Project 263-800-G-002),
there can be no doubt thet the administration of the Taxation Departrent
has been a majeor ccmstreint o timely and fair collection of taxes. At
the present time, the Department audits each tax return and is some three

- years behind in eudit of those returns thet have been filed. This does

not take into account: the overvhelming problem of tax evasion which im-
proved edministration should remedy to a larce extent. The achievement
of project purposes of improved tax eguity end edditional revenue will
have a beneficiel economic impact on several levels. Clearly, incressed
revenue without additional tax burden is ir the interest of the GOF end,
indirectly, the individual terpayer shoulé receive the berefits cf in-
creased services thet greater revenues generate. At the same time, in-
ividual taxpayer:z should realize e direct benefit from tke crestior of
a collection system that is predictzilc ari equitatle.

4.c2. Ac stated in the CDEE, Egypt's comzitment *to eguity thrcugh direct
and indirect sutcidies has placed e tremendous firencial dburden on thre
GOZ. 1In 1979, the budget deficit grew Ly IE 70C zillion to IE 2.5
billior by year's end. As more than Lels of this deficit is benk finzrce
the money supply in 1979 grew by over 30 percent, fuelirg inflation by

& similar gmount. The Texation Department, et current leveis cf per-
forrence, is still two yeurs esvay frerm final determinztion of 197G texes.
There can be nc doukt thet the increased ccllections that will eccrue
from improved edministretio: should reduce the imdalance beiwecn revenues
anéd ‘expenditures. The reduction in inflaticn that should result should
have & very real impact et every level of the economy.

B. Social Soundress Ansclysis

1. Beneficiary Analysis

4.03. Tre direct beneficiaries of the project will be the counterparts
working with the IRS tax ‘eaz and the GOE tax officiels receiving
treining in Egypt end ir the U.S. A special effcrt is being mede to
train womer to ecsume technical positions. Thereafter, the eatire Tax
Department of 16,000 exmployves will terefit, boik Netionel Cffice and
the field (Regions and Districis), in terms of betiter work systems,
organizaticn, envirorment, and opportunities for upward mobility and
better pay and promotions through trairning.

HTOHT—wIﬁdIfEEfLBéﬁafizlﬁfiéiuaigf—i'lbﬁé@?-fiiiriillwbi—thé_ttxﬁiyéi
community (currently about 1,000,000 people and compenies) with a whole



range of improved services, including taxpayer informetion end
assistence. Improved collection procedures snd a broadening of

the tax tase vill lessen the tax turien felling or those who cur-
rently pey texes. Investors shouléd tenmefit from efficient, reliatle,
and equitable tar sdministration. Purther, increased investment as
& result of added develomment resources would heve a veriety of posi-
tive economic end social effects, inzluding added enployment oppor-
tunitier. Similarly, to the extent additionel revenue is directed
towvard reducing the budget deficit, irnflationary pressures should
lessen wkich would provide a broad range of benefits to a large num-
ber of people, especially those with more relatively fixed incomes.

2. The Role cof Voren

L.'05. The GOE does not diseriminate in arpointing women to important
technical &nd managerial positions. Presently there are & number of
capable women serving at botb levels. Two wcmen were included in the
group of fifteer vho were selected for Systems Analysis and Program
training at Ain Shams University, funded entirely by the Ministry o2
Finance. These same women are currently assigned to the core of the
nascent ADP Divieian.

C. Technicel Teasibility

4. Technical Analysis

L,06. The project will emphasize irnstitutionelizetion eazd modernizaticn
of all irportant interral tax admizistration functions end their integro-
tion uncer a single tex office. Speciel enthesic Is5 pleced upon treining
of tax maregers and techrniciens, the establistment of & Tax Treining
Institute as well es expanding and fostering AP capebilities. ‘
L.07. Trerc are few project related technical considerations cther than
the USAID/IBRS-furnished techrnical advisory cervices. roject planning
is adequate and cozprehensive. The timetetle and cost sllccation for
technicel service, training, commodities cad ciher items are both timely
and reasoreble.

L.08. The development Plan and GOE Budget, o which these revenuess will
be primarily ellocated, have a strong bias in favor of Egypi's rural and
wrban poor.

a. Techniqg; Assistance Description

L.09. The plan provides for two full-time advisors for the project life.
A Systers Anelyst/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 dociments and subsequently in creaticg
an integrated taxpayer master file and other basic applications such as
delinquent returns, delinquent accounts, assessment examizations and
appeals. The second advisor would be the generalist Sezicr Tex Aévisor
who would cocrdirete the entire prograzm, including the develcpment of
and adjustments to the internal workings of the functional offices in
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sccordance with the Miristry of Finence reorganization plan end
development of guidelines for delegations of euthority, reporting
€ystems, opereting mepusls and procedures. The Senior Advisor
would be responzible for overall project manesgerent, including re-
porting, eveluation, etec.

.10, The 45 staff months of short-term specialists includes 12
months for e Training Advisor, 12 months for additional ADP processing
specielization, 10 months for assistence in delinquent eccounts and
delinquent returns, 6 months fer en eppeals specialist, ! months for

& tax evaesion specielist, end 1 staff month for a progran eveluation
specialist,

D. Administretive Feasibility

1. Technicql

4,11, The technical preperetion of most Egyptian tax officiels (tax
inspectors, collections, ete.) is generally very high. Most tax in-
spectors, if not all, ere college graductes. The great mejority are
graduate accountants. Therefcre, bacic “echnical rreparaticn of <hese
officials, unlike ir meny otker 2evelceing countries, is no* a major
concern ci' the project. This is not to cay, hovsver, that there are
no technical tax administration fecets to te considered. There are
many.

k.12, As pointed out in toze Surrey Report of Tex Admiristration in
Egypt, technicel percsonnel utilize much of their time on adnoiristrative
ead clerical duties better left to cle=ical versonnel to perform. Tax
law enforcement is currently implerernted by imposing artitrary quotas on
tax inspectors, é.g., they are required to "complete" fifty exerinsticns
per mont:z. o quzlity examiraticn standards are estebliched. From: line
supervisors ere exclusively occupled witk mio-ferma review and appreving
of all exzminations concluded. Supervisors have no tire eveiletle to
evaluete performance other than by quantity of examinetions preduced by
tax laspecters.

4,13, Cae-hurdred percent of all resturns filed each year are thecreti-
celly to te audited/assessed. In fact, not all tax returns are audited
asse:zsed each year. As a conseguence an exaniretion of one texpayer
_ generally covers scveral years tax returns. Additionally, as the tax-
payer pepulation grows, the backlog of unexarined returns increcses.
When the statute of limiteticn is about to toll fer a particular tux
Year, a great meay of the unexamined returns for that year rececive ro
more than a curscry reviev and are either esccepted as filed by the tax-
payer or arbitrary adjustments are made tc increase the taxpayer's tax
. lability.

Lok, a consequence of these arbitrary adjustments, either during

normal examinations or near the end of the statute of limitstion period
(adjustments based upon a tax inspecter's subjective judgment and/or
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upon upsubstnntiated "averages," "standerds" or "norms" -- much of
vhich 1s brought about tecause of pressure for "x" exaninaticns per
zonth to e completed -~ ) is thet iteypayers do not agree to the
edditionel texes proposed by the tax irspector. This causes a sub-
stantiel becklog of work in the "Appeels" erea. To errange for a
meeting with the i-¥Xpeyer, kis representative and with the Committee
assigned to the case is & long, drawn-out tedious affair. To arrive
at & reasoneble determiration of the additionel tex due is even more
difficult. JApproximetely half of the cases resolved by the “Appeals
Comnittee” are elevated to the judiciery for final settlement. Judi-
cial settlements heve bty far favored the taspeyer. This latter is
not due to any preéisposition to favor texzeyers over the tex agency
but simply that the tex egency, because of its practices of forcing
quantity of exaninaticns, cannot sustain the burden of prouf cf addi-
ticnal income to the court's setisfaciion.

L.'15, Vhen texpayers egree tc settlement of his/her tax assessment,
they routinely ask for and are granted the opportunity to pay their
additionel tax in instalizents. The instellmert pericd grented is
generally eguel to the sum of the monihs of the tax veers assessed:
e.g., three years' returns exarined allows vexpayer to pey adéitionsl
taxes over thirty-six months; four veurs wewld entitle taxpayer forty-
eight nenths and so on. It is not unucual feor a tex inspector ‘1o audit
five or six years' reiurns of one taxpsyer simultarnecusly. Ko interest
ic ckarged on the uncderpeyment. Though the iInstallment contract permitc
nullification for nen-ccmpliance with its terms, this authority is sel-
dom exercised. A result is e backlog of urcollected taxes.

k.16, The Egyptian lew provides for essesement of renclties egeinst
taxpayers for tex evasion. However, =5 one at the Texation Zepartnent
cen recall a single case in which penelties provided have been applied
or a casc wkich has been transmitted to the courts for %fax evesion.

lax evesion enforcement ig primarily devoted to obteining third-varty
information.whick will permit tax insvectors to make detercinations of
omitted inccme, This effort would te of grect assistance to the govern-
ment in cerrying its burden of prood with regard to income, but the
protlem with the existirng systec is thet this date is processed manuelly.
As a consequence, the information is not timely, it is incczplete and
generally inaccurste.

4.17. The sbove fairly summarizes the primary concerns of the project
in audit/azcesszerts/eppeels; delirngquent acccunts and returns ané fax
evasion, Teckhnical assistance in these greas will provide the Zgyptiar
tex edminsitration with the expertise required to become efficient and
effective in these primery areas. Discussions with both Ministry ané
Taxation Department officiels indicate the GCE acknowledgement of the
problems end their desire to overcome them. Senior officiels have, for
-exazple, .acknovledged _ihet they carnot. continue to pretend & one-hundred
percent eaudit/essescment of tex returns and “rat quality of exemination
standards is requirec to overcome the cycle of essessment/eppeals/judi-
cial intervention of most exexminations. They also egree that the rou-
tine granting of installment facilities to pay additional taxes en-
courages understatenments of taxes when the returns sre filed.
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V.

2. Menegerial
4,18, The chortage of qualified managers presents another serious
impediment for effective tax administration., Inadequate planning,
insufficient controls over employees, resources and procedures, ex-
cessive centralizetion of authority and lack of follow-through are
significant drevbacks of existing management. The project proposes
to overcome these managenent.deficiencies by concentrating on exposing
sefior Tex Department officials to systems whereby controls can be es-
teblished tc assure program accomplishments with proper delegations of
authority. During discussions of the Project Paper, acssurances were
given that delegations of authority would be implemented. Ministerieal
Decision L02/1678, the basic document fcr the Taxation Department's
organization change end acsignment ¢f functionel responcibilities lends
credence to the oral essurances 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 aréa, the pilot progrem has demonsirated

the GOE's seriousnsss of purpose. At its own expense the Minisiry fi-

nenced the treining for fifteen Tax Devertment employees to Ain Shons

. University. The irzining included systems analysis, prograzming and

statistics. A consultant to serve es lieison between the Tex Department
and the Ministry was coniracted; he reports directly to the Minister om
all ADP matters. Site for installation of the tranmscripticn equipment
(financed by AID during the pilot progrem end currently being contracted
for by AIT/VW) has been obteined and refurtishing of this site will be
financed by the Ministry. Third-party -nfo ration docuzents processin

will be undertaken by the ADP Division initially and other eppl;catlon

releted to the other primary areas will be underieken together with es-
tablishing & texpayer mester file.

.E. " 'Summery

4,20. Most of the problems stated in this section have been ecknovledged
by GOE officiels and they have expressed their desire and willingness to
undertake measures 1o overcome them. The project is designed to provide
the expertise to foster those desires so that the GOE can successfully

"implement the project.

k.21, While our expectations are pcsitive with regard to GOE intentions
and will to irplement substantive tex esdministration reforz in efforts
to increase revenues for development, there are established in Part IX
Conditions Precedent in those areas where ections take place to assure
that_the project can go forward as planned and at a pace consistent with
project inputs aznd "GOE ability to absorb change.

Technical Soundness

5.01. The technical edvisors, all of whom will have had experience in
developmen: assistance, are the major inpuis to this project. All
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pProject objectives will depend on their successful performance.
Adviscry cssistence proposed is the minimum necessary for achieving
project goals,

A. ‘Tréining
1. Descrivntion

5.02. VManagement treining in the U.S. (IRS) for tventy-six tax
officials is propoced. Twelve perticipants to the special courses
in tax administration zt the University of California ere elso pro-
grammed. In addition, orientation visits to the U.S. for fourteen
policy~level senior officials ere scheduled. On-site treining in
instructor treining techniques is also planned.

2. ‘Technical Scundness

5,03, Experience with similar tax administration projects hes demon-

strated the effectiveness of Job oriented training, Menagers in de-
veloping countries are usuvally week in modern administrative techniques.
The treining rplanned can remedy that defect and ic vitael to developing
institutionalized modern tax adninisiration practices. The need for
training of GCT tex officiels, menagers znd technicians hes beern identi-
fied by all past studies of Tex Departnent operutions.

B, ‘Cormodities end Tacilities

l. Description
R —————— S ——

5.0L, uUsaID's conmodity cortributions will cossist primerily of addi-

tional ADP equipment, trairing aids and equirzent for the Tex Training
Institute, Operetions dexcrnsiration equipment and equiprment for the Tax
Teen office.

2.05. GOE's commodity input will consist prizarily of site for the Tax
Treining Institute, refurbtishing of c*fice space for insiellation of

AD? equipment, end office space for the USAID/IRS advisors sad secretarial

assistance for the advisors.

2. Technicel Soundness

5.06. Commedities, facilities and maintenance are essentiel contribu-
tions to project success. Efficient handling of processing systems,
management of Izmproved systems and building a&n in-house capability to
train emplcyees will require +he inputs of these items, The commodi-
ties cell for no new or overly-sophisticated systems and are within the
ability of the GOE to provide required meintenence support.

C. Other Elemen:s

1. Description

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

for the Tax Teax (interpreter/orrice zenager and a bilingual secretary).
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2. Technicel Soundness
5.08. The allocation of minimal budget support for travel and for
Adocal contracting of ar interpreter and bilingual secretary is essen-
tial to project success,

D. Envirorrental Cecncerns

5.09. V¥hile eny number of projects to be finenced from incressed tax
revenues would have varying degrees of environmental irpact, this prcject
has none. The primary concern of the project is upgrading the tax system
through irproving manegeriel and technical competence of people, improving
the operational elements of tax administreticn functions and providing
equipment whkich support them. ' There are no ervirommentel ccnsiderations
in the activities thet would achieve those objectives.

5.10. In view of its nature, this project has no environmentel implica-
tions; therefore it is recommended thet the threshold éecision be nega-

tive and that no environmental assessment or environmental impact state-
ment be prepared.

Financial kAnelvsis

A.  Summary Cost Estimate and Financiel Plan

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

Schedule 1: Summary Cost Estizezte and Finznelal Plen
(Total Project Costs)

'Schedule 2: Financial Plan - Inputs (Breakdown of AID/GOE
Inputs ty Project Yezr)

Schedule 3: Costing of Project - Inputs/Outputs
(Relationship of Project Inputs to Outputs)

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

Schedule 5: Summery Financial Plan (AID and GOE Iaput

Dollar Costs and LE Equivalent)

Schedule 6: Projection of Expenditures ty Year (AID and GOE
Inputs, Dollar Costs and LE Equivalents)

JFunds will be provided to the Ministry of Finance on a grant basis.

6.02, The project life is proposed for three years. Total funding is
budgeted at $2,97C,000. USAID's grant-funded contributions will be
$2,100,000, of which $616,000 will be in local currency costs; the GOE's
contridution is $870,00C (IE equivalent), There is no other funding
wroposed for the project.



6.03. The GOE counterpart coatribution, which meets AID's developmert
asgsistance guidelines, is made up of project-related operations sup-
pert, facilities, commoiities, and office and secretariel support for
the USAID/IRS Advisory Team.

6.0k, AID's principal input will finence technical essistance and
training with pert of the funds, approximately 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 contridvu-
tion.

6,05, After termination of AID's project funding it is enticipated

that the Tax Department will require no outside financing beyond normal
GOE budget appropriations.
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Schedule 1 ‘SUMMARY COST ESTIMATE AND FINARCIAL
(U.S. $000 or LE Equivalent)
Component AID ‘GOE 1
Full-time Advisory Support 820 33
Full-time Operational Support o 627
Short-term Advisory Support Lot —
Formal Training & Orientation 300 20
Commodities & Facilities ‘350 190
Travel & Miscellaneous 18 ———
Special UY.-S. Support 30 -— -
Subtotal 2,015 870 z
Contingency’ 8 — _
TOTAL © 2,100 870 2
m=ana === =



(u.s. $ooc)

‘FUNDING .

" "PERIOD "INPUTS "AID GOE "TOTAL
L ] *

Year 1 U.S. Technicel Services L 5L
Training -85 6 91
Commodities & Facilities 83 54 137
Travel & Miscellaneous 6 - 6
Special Teex Support 10 — 10
GCE Operaticns Support e 205 205
Advisory Team Support —— 13 13
Contingency L2 — 42
TOTAL 680 e73 958
Year 2 U.S. Technical Services 453 - 153
Training 111 1 118
Commodities & Facilities 20 57 107
Travel & !iscellaneous € C— 6
Special Team Support 10 — 10
GOE Operations Support — 21k 21k
Advisory Team Support -— 10 10
Contingency ' 30 = 30
TOTAL 630 318 _9L8
Year 3 U.S. Technicel Services k10 — k10
' Training 104 T 11
Commodities & Facilities 2k7 Lg 296
Travellt Miscellareous é — é
Special Team Support 10 — 10
GOE Operations Support _—— 208 208
Advisory Team Support — 10 10
Contingency 13 ——— 13
TOTAL 790 274 1,06k
GRAND TOTALS 2,100 870 2,970
EERESE R EEREE



SCHEDUTE 3 COST OF PROJECT INPUTS/QUTPUTS (RELATIONSHIPS)
(u.s. $000)
Treining of Orientation Establishment Orgsniza- Establish and/or ETtnblish
Munagement & of Senior of Tax Training tional Upgrading- of Tax ! ADP
Technical Personnel Institute Changes Administration Capability TOTAL
Personnel Functions |
Full-Time Advisors 12} 129 L6 184 115 272 870
Short-Term 96 106 195 103 500
Advisors
Training 206 84 15 15 320
Programs !
]
Commodities & 220 L6 . 294 560
Faclilities \
Project Staffing 92 82 1h7 306 627
Travel & 15 10 20 13 58
Miscellaneous
Team Support 5 p) 5 5 _1o ' 5 35
TOTAL W31 231 46l 281 533 1,008 2,970
S= === ==z3 11 = s|SEm=s mIerzzs
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SCEEDULE b

PROJEZCT SUMMARY - ATD AFPPROPRIATED FUNDS

Component

U.S. Techncians

Participant Training

Commodities

Travel & Miscellaneous

Special U.S; Support
Subtotal

Contingency

‘TOTAL

(u#s. $000).

-2k -

Year 1 | Year 2 Yeer 3
A5k 453 410
85 ARE 104

83 20 24T
6 6 6
20 10 0
638 600 TT7
k2 30 A3
680 630 790

‘Total

1,317
300
350

18

30
2,015
__8s

2,100



SCHEDULE S5 SUMMARY FINANCIAL PLAN

(u.s. $000)
AID GOE TOTAL
$ LE Ec. T $ LE Eq. T $ LE Eq. T
Staff 908 Lo9 1,317 _— 660 660 908 1,069 1,977
Training 214 86 300 — 20 20 214 106 320
Commodities & 307 43 350 -— 190 190 307 253 540
Facllities :
Other: '
Travel -— 18 18 — —— —_— —_— 18 18
Special U.S. ——- 30 30 - — . =—— — 30 30
Support - - -
Subiotal 1,k29 586 2,015 -0- 870 870 1,429 1,456 2,885
Contingency 5 .30 85 -0- 55. 30 8s

TOTAL 1,484 616 2,100 -0~ 870 870 1,484 1,486 2,970
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~ ECHEDULE 6 PROJECTION OF EXPENDITURES BY YEAR  (U.S. $000)

YEAR 1 AID GOE TOTAL
$ LE Eq. T 3 LE Eq. T $ LE Eq. T
Staff 312 142 hsh — 217 217 312 359 671
Training 61 2) 85 — 6 6 61 30 91
Commodities & 55 28 83 — sk sk 55 82 137
Facilities
Other:
Travel -— 6 6 — — e m— 6 6
Special U.S. — 10 10 "0 — — - 10 10
Support
Subtotal 28 210 B30 ) 277 2Tt W28  EBT 915
Contingency > S | A ' R == = 25 17 k2
TOTAL YEAR 1 hs3 227 680 0 2717 " 27T us3 S04 957
YEAR 2
Stafrf 321 132 453 -— 225 225 321 357 678
Training 19 33 112 - f T 19 ko 119
Comnodities & 10 10 20 J— 87 87- 10 97 107
Facilities
Other:
Travel -— 6 6 — — —— —— 6 6
Special U.S. _— 10 10 — _— — e 10 10
Support o . L . -
Subtotal 6 191 601 0 319 319 §10 7510 920
Contingency 20 10 30 - — — 20 10 _30
" 520 950

TOTAL YEAR 2 "~ k30 200 63 -0

)
ot
\O
(3]
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« YEAR 3

Steff
Training

Commodities &
 Facilities

Other:
Travel
Special U.S.
Support
Subtotal

Centingency
TOTAL YEAR 3

Life of Project

(Continued)

SCJIEDJLE 6

ARID GOE TOTAL

3 LE Eq. T $ ILE Eq. T $ LE Eq. T
275 135 hio - 218 218. 275 353 628
Th 29 103 -— ({ 7 ™ 36 110
242 5 247 -— L9 . L9 2h2 54 296
_— 6 6 -— -_— -— -— 6 6
- 10 10 — -— -— _— 10 10
591 185 T76 0 27k 274 591 k59 1,050
10 3 13 -_— -_— -— 10 3 13
601 188 789 0 27h 27h 601 u62 1,063
1,484 616 2,100 0 870 870 1,484 - 1,486 2,970




VII. Implementation Flanning

A. Organizatior of Tux Administration in Egyot

T.01. The personal end business income tax administratior in Egypt

ic adminisiered by one agency, the Texation Department of the Ministry
of Finance. For the reason that the tax system of Egypt is schedular,
its tax administration had evolved into an orgenizetional structure
to receive returns, process, enforce and collect taxes by the type

of tex the taxpayer was required to pay, i.e., either commercial
profits, professional enterprise, employee status, etc. Commencing
with the 197C TDY effort at reorganizing the Texation Department
elong functional activities rather than by texes, as was the prac-
tice, and continuing until present, there has been a decision by the
Miristry of Finence that the Taxation Department will be orgenized
primerily by functional activity. However, initiel implementaticn

07 this functional reorganization is to be completed at the Netional
Office level first (to keep disrupticn of on-going activities &t a
minimum) and then be extended to the Regional Cffices (20 regional
offices located throughout the country) and finzlly to the locel tax
offices (10l offices throughout Egypt). Total employmenz of the
Taxztion Department is epproximetely 16,000.

T.02. The fregmentation cf tax administration on o by-tex basis has
resulted in a variety of management disfunctions, cduplication of pro-
cesses and ron-uzniform arplication of tax law te taxpayers in sirilar
circumstences.

T.03. It is generally recognized that tax evasion/tex evoidance in
Egypt is commonplece. Many eligible taxpayvers simply do not file tax
returns. These who do, particularly professionels ard indeperndent pro-
prietorstirps, substarntially understate their ectuzl incecmes. 4 aajor
reason for this state of affairs is the wealkness of the tax edcinistre-
ticn system, i.e., little plarning, inadequete treining, inadeguate
ranuzgement, lack of written procedural zanuels, pocrly designed forms
and insufficient supplies to support the ‘ax office functions.

T.04, Most of these problems are recognized by the Mipistry cf Finance.
The desire to correct them is indicated by the GOE's request fcr this
project. It is evident that there is much to be done through better
enfcrcement, strengthencd procedures, ectetlishrent of an in-house
treining capebility and efficient utilizetion of ADP processes end mcre
effective training for menagers end technicians., Effective and efficient
tax administration will be essential to the GOE's desire to increase
revenues for development purposes.

B. Project Implementation

T7.05. The Senior IRS Advisor will cortinue on-siie activities (presently
in Cairo under extensior of PASA agreement with IRS) to assure a smooth
transition from the pilot project to full project implemerntation.
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7.06. The mejor cetegories 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 ascistance,
treining and commodity support irputs, the following implementation
schedule is proposed:

a, Yeer 1l

T.0T. A total of 39 staff months will be provided including 2k

months of Iull-time advisors. The remaining 15 months will be supplied
by specialists in Training (6 months); Delinguent Accounts and Delinguer
Returns (6 months); and Exsminstion, Assessment and Appeals (3 months).
Orientation to the IRS Tex System will be provided to the Director
General and to three Sector Chiefs. A Specizlized Training Maregement
seminar will also be provided to two of the senior Tax Training Institut
" managers. Six Division Chiefs will attend the TRS/INTAY managenment
training program, and four perticipants will receive treaining in
specialized courses at USC. Substantially, &)l of project cemmodities
earmerked for the Tax Training Institute will be in place during the
first year of the project.

b. Year 2

7.08. A total of L3 steff months will be provided, including 24
months of the full-time advisors. The receinirg 19 months will be
supplied by a Training Advisor (3 months); additicmal ADP rrocessing
specialist (6 months); Delinguent Accounts and Delinguent Returns (3
months); Assessment, Examination and Appeels (3 montks); tex evasion.
expert (3 months); and project evaluation experi (1 moanth). Orienta-
tion to the IRS tax system will te provided for the remaining four
Sector Chiefs end 1 other senior executive. Four managers from the
Collections and Ixamination functions will participate in a special
IRS seminar decigned to review the managemernt policies of those func-
tion:l areas. An edditionsgl six Tivision Chiefs will be participents
to the IRS/IVTAY Middle Menagement semipars, erd four acdditionel em-
ployees will be sent to USC for the specialized tax treining courses.
Seventy-five percent of the demonsiration commodities will have been
acquired in year two. These commodities will be used primarily for
the operational functioms (collections, exeminations, tax evasion).

¢c. Year 3

T.09. A total of 35 staff months will be provided, including 24 from
the long-term advisors. The remaining 11 rmonths will be provided in

the same areas as in Yeaer 2, with the exception of the Assesszent,
Examinatior and Arpeals function and the Evaluation expert, i.e.,
Treining Advisor (3 months); ADP specialist (6 months); Delinquent
-Accounts—and~Delinquent~Returns~(l-month~follov—up-and review of-prior —
efforts); tax evesion (1 month follow-up and reviev of prior eZ’-rts).
Five senior executives will receive the IRS orientation course, and

two ADP managers will receive the special Computer Management seminar.,
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gix Division Chiefs will perticipate ir the IRS TTAX Middle
Mansgement Traicing courses, ard four additionel ezployees will
receive the specialized tax training courses offered et USC.

The bulk of the commodity funding for the ADP unit will be com-
mitted in year three, provided that the special evaluetion con-
ducted prior to the end of year iwo supports the GOE's ability

to absorb ndditional ADP equipment and use it effectively.

During the entire project life AID/IRS inputs will be coordinated
with those of the GOE to assure orderly achievement of project.
objectives.

'+ ‘Implementation Arrangezent

7.10. The project is to be implemented over & three-year period.
Technical Assistance will be provided through & PASA sgreement with
the U.S5. Internel Revenue Service.

7.11. Project commodities will be procured through AID-financed pro-
curement procedures esteblished in Hendbook 11 in the lMission Order

on Locel Procurerent. The IRS Team Leader will develop specifications
for commodity ecquisitions. The special evelustion related to ADP
operations, to be conducted during the ninetecnth zonth of full project
implementation, must result in affirmetive recoumendetions before eddi-
tional ADP eouipment is rrocured. Local procurement precedures may te
approved by AID for procurements under $10,00C or Egyptiez pound equiva-
lent.

17.12. Arrengements for all offshore training will be the responsibility
of the AID Training Division. IRS Senior Advisor will assist the Taxation
Departmert in identifying &nd selection of guelified yerticiparts.

7.13. Following signeture of the Project Agreezent, the Project Manager
(IRS Senior Advisor) will assume ell project ~znagement responsibilities.
AID management responsibilities will be exercised by the AID Director's
designee and other USAID offices as required.
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Project Imrlementation Schedule

‘Timetable

July, 1980

‘July, 1980

‘August 1980

‘August, 1980

August, 1980

PP developed and submitted

.CN sent

-3l -

PP approval USAID/Cairo

PRO/AG and PIO/T signed

Project initiated



VIII.

IX.

Evaluation end Monitoring Plan

8.01. The project menager for this project is the IRS Senior Advisor.
The project manager will prepare periodic narrative reports no less
often than quarterly, reporting on.ackhievements, setbacks, impedi-
ments and édelejed sub-projects and plars for future actions. The
reports will be quantified to.the extent possible, and at leest
annually will record revenue collections in project-related tex

areas.

8,02, Feilure to echieve planned objectives must be explained and

alternative objectives must be established if feesible,

8.03. After year one of full project implementation, USAID will

conduct an in-house evaluaticn to assess progress toward meeting

project objectives as shown in the logical framework. Ninety days
before the end of project, & comprehensive overall eveluation will

be made bty a USAID/IRS team. It is expected that these evelustions

vill take eppreximately 15 days each. Upcr review and ezsessaent of
the results of this evaluation, the Senior idvisor will take steps where
necessary to irmplement those recommenistions implicit in the evaluation
and to adjust project inputs where necessary.

8.0b, A speciel evaluation will be mede beginning in rmonth rnineteen
of full project implexentation of the deta processing operetion to

broy T ? g€ Or
make recommendations for long-range irprovemernts of personnel, cata
systems and equirment needs. The decision to nove ahead witk ADP
Commodity iaputs whick ere budgeted for the project in year inree

T € E¥Oy M

will be deferred until the coapletion of this evaluation and, (Ze-
pending on the result), mey be substantielly altered or cancelled.

Conditions, Covernants and liezotiation Status

A. Conditione Precedent

l. Conditions Precedent for Iritial Disbursement

9.01 a. Initiel disbursemert will be rmade following receipt of
evidence that senior tax officiels have been designated
by the Director Gereral of Taxation as official counter-
varts to the IRS Senior Advisor.

b. A statement of the nsxes of the person or persons
authorized to represeant the Grentee and the Ministry
of Finence and a cpecimen signature of each.

‘c. Evidence ihat the Grantee bhas tade all of the grant
funds available to the Ministry of Finance.



2. . Conditions Precedent for Svecific Comwonents

9.02.

.9.03.

9.0L,

9.05.

9.06.

‘Tax Treipinz Institute Ccrmodities: Disbursements for

© this purpose will reguire evidence thet (&) the site

for the Tav Training Institute has been acquired for

the use by the Taxation Department, (b) that its Director
and senior staff have teen selected and epproved, (c)
that the Taxation' Department agrees to develop its in-
house training cepabilities; that it will conduct in-
structor training courses; and that employees will be
trained during normal work hours.

' ADP Commodities: Disbursements for this purpose will

require (&) recormendation of the special review com-
mittee described in the Evaluaticn Section and (b) evi-
dence that the Computer Division has been orgarizationally
established within the Taxation Depertment; (c) that a
Divicion Director has been selected and approved; (d)

that the Computer Division staff hes been formelly trans-
ferred to that Division; and (e) thet the GOE will estab-
lish an incentive pay plen to retzin trained, ‘gualified
personnel within the Computer Division.

' Training:

i) Observationzl Treining Prcgrax=s: Disbursements for
this purpose will require evidence that the senior
executives cselected have in fact been delegated
authority for performance of their positionc.

4i) Particivent Treining (INTAY): Disbursements for this

purpose will reguire evidence that the perticipants
are incunbent menagers or assurancc given that they
will be placed in managerial positions upen comple-
tion of the traiming. (USC): Disbursements for tkis
purpcse will require evidence that the participents
are employees of the functionel unit for which the
training is designed, e.g., rerticipants to the Sales
Tex Admipistration course must be employees of the

Sales Tax Office.

111) Svecielized IRS Manacement Trairine: Disbursement. feor

this purpecse will require evidence that (a) managers
selected for this training have been delegated authority
for performance of their positions and (b) thet they are
incumbent managers or assurance given that they will be
placed in that functional area as.a manager upon comple-. .
tion of the training.
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B. Covenants

9.07. AID's "Stendard Grart Agreemeni Covenants" will spply.

C. Negotieticn Status

9.08. This project has hed sutstantial inputs in the form of pre-
project activities in both commodities (ADP equipment) and technical
assistance. One of the most serious constraints to pre-project ime
plementation was the failure to appoint personnel within the Taxation
Department to effect the reorganizeticn of the Department. The de-
cision to proceed with this project was made after & Project Dircetor/
Coordinator was arpointed by the Deputy Prime Minister for Finence.

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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Regardipg your letber o2 7 Nay:197%, I would like to
confirm reguests for ascistarce discussed in our uzetins of
Aprii 25, Thesc reouests cevered three dacic arzas @

tecknical aseistance, equirzont, aecd truirning,

In addition to a.rcplcce:cnt fox lr., Wrbson, which ry
letter of April 26 cddreoacsed, ve dis Ls#cd 1h2 nzcd for a
accond lons-term adviscer to wozi for at iesstv one year with
ou> Tax Departzant'a rewly ezteblished Treining Iastitule,
Thia exrert would alsc 22cist in ideatilying oDanagement
trainins needs zeleted to the mors efficiont fwnctiondng of

the reorgonized cflices,

I requented dhzy &ID £sist our cormnputenizatliocu Tro-
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ment. Ve have devalerned thiz progran to o doirnt noe wliera
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A3glotocce that AID coz provide iz these areas will
be greatly ap}reciated by the Miniestry. Considering *toe
varied nature of our rcguests, the ceatext ané direstioyn
of our current Jjoint efforts ir modernizaticn of the Tax
Depertrent, cxl the likelihood thesce efferts will coniizue
uver a long tera, we would be interestad in exploriaz wars
to establicsh zore forzel ezreezents that will more edeguatsl:
reet the futu-e meeds cf the Teox Devcrimeny, rather then

depending on ad bhoc arrecgencnts as in vie past,
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Annex B
RECOMMENDATION. TO PURCHASE EGYPTIAN POUNDS WITH U.S. DOLLARS

The major thrust of the project 'is to assist the Ministry
of Finance Taxation Department to reorcanize; establish

a training Institute and develop ADP capability. 1In
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 eguivalent
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 additionzl reason for recommending zapproval 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 programming 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.



Annex C

RECOMMENDATION TO APPROVE DIRECT 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 procurement 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 (2) 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 overturdening the
newly reorganized department with this responsibility would
necessarily detract from performance of primary project
duties,

For the foregoing reasons, it is recommenced that direct
A.I.D. procurement of up to $365,000 in commodities be
approved and an oxception made to the general policy ex-
pressed in Policy Determination 63 which calls for host
country procurement of commodities,



Annex D

INITIAL ENVIRONMENTAL EXAMINATION
NARRATIVE DISCUSSION

l. Project location: Egypt

2. Prdject Title: Tax Administration

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

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

5. Action Recommended: Negative Determination

€. Discussion of Major Environmental Relatlonships of Project
Relevant to Attached Impact lcdentification and Evaluation FOrm:

This project will provide financial and technical a-~sistance to
the Taxation Department of the Ministry of Fii.ance. The major
input will be assistance in brlngzng 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 accormodate the
ADP equipment., Benefits will accrue to the individval taxpayer
in the form of equ*table 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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TERESHOLD DECISION BASED ON
INITIAL ENVIRONMENTAL EXAMINATIONS
M

Project Location: Egypt

Project Title: Tax Administration

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

IEE Prepared By: Date:
J. E. Stephenson July 16, 1980

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

Negative Determination

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

IEE)

Approved:
Disapproved:
Date: S
Clearances: :
Environmental Coordinator: = - - Date:
Other Mission Offices: __Date:
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IMPACT IDENTIFICATION AND EVALUATION FORM

Impact Areas and Sub-areas

A. LAND USE

1.

Changing the character of the land through: -

‘a. Increasing the population

b. Extfacting natural résources
c. Land cleariﬁg

d. Changing soil character
Altering natural defensecs
Foreclosing important uses
Jeopardizing man or his works

Other factors

B. " WATER QUALITY

1.
2,
3.
4

amzpz'

Physical state of water
Chemical- and biological states
Ecological balance

Other factors

;No'environméntal impact

Iittle environmental impact
Moderate environmental impact
High environmental impact
Un%ﬁowﬂ

environmental impact

4
A ———
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and Evaluation 1/
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IMPACT IDENTIFICATION AND EVALUATION FORM

c.

D.

ATMOSPEERE

l. Air additives
2. Air pollutiog
3. Noise polluticn
4. Othe; factors

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

" NATURAL RESOURCES

1. Diversion, altered use of water
2. Irreversible, inefficient cormmitments

3. Other factors

CULTURAL

l. Altering physical symbols
2. Dilution of cultural traditions

3. Other factors

" SOCIOECONOMIC

1. Changes in economic/employment patterns

.2.__Changes_in_population._

3. Changes in culturil patterns

4. Other factors

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

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

UTTOTI . (S




IMPACT IDENTIFICATION AND EVALUATION FORM

G. HEALTH

l. Changing 2 natural environment

2. Eliminating an ecosystem element

3. Other factors

H. ' GENERAL

1. 1International impacts

2, Controversial impacts

3. Other factors

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

Prepared by:  J.E. Stephenson Date:

‘Project Location: Egypt

Project Title: Tax Administration
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ANNEX §

PROJECT AUTHORIZATION

Name 0of Country: Arab Republic of Egvpt Name of Prcject: Tex Administra-
' tion
Fumber of Projeci: 263-01;5

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

2. The project will assist Egypt to reorganize the Taexaticn Department
of the Ministry of Finance; update the Department's date gathering and
enalysis capability and establish a tax training institute. The imple-
menting Agency for the Froject shall be the Ministry of Firance of the
Government of Egypt. The entire amourt of the A.I.D. finercing herein
authorized for the Project will be obligated vhen 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 Delegaticons of Authority shell be sutject to the following
essential terms and covenants and major conditions, together with such
other terms and conditions as A.I.D. may deem eppropriste.

k. a. Source erd Origin of GCoods 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 es 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 oaly on flag
vessels of the United States.

b. Conditions Precedent to Disbursement

(1) TInitiel Disbursement

Prior to any disbursement or <o the issuance by A.I.D. of
documentation pursuant to whick disbursement will be made, the Grantee shall,
except as the Parties may egree otherwise in writing, furanish to A.I.D. in
form and substance satisfactory to A.I.D.:
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(s) A statement of the pames and titles with specimen
sigoatures of the person or percons vho will act as the representa-
tives of the Grantee;

(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.

(e¢) Evidence of the appointment of senior tax official
in the Taxation Depertment to cooperate with the project advisors.

(a)  Evidence that the Ministry of Finance has authorized
and directed the Director General of the Texation Department or his designee
to make available to the project advisor relevant data (exclusive of per-
sonal taxpayer informetion) necessery for project evaluation.

(2)- Conditions Precedent to Disbursement for Tax Training
" Institute Cemmodities

Prior to disbursement, or the issuance by A.I.D. of docu-
mentetion pursuent to vkick distursement will be made, for the procurecent
of Tax Trainirg Institute cocmodities, tke Grentee shall, except es the
Parties may agree othervise in vriting furnish tc A.I.D. in form end
substance setisfactory to A.I.D. evidence that the Texation Department
has: (a) acquired an adequate site for the Tex Traeining Institute;

(b) selected and approved its Director and senior steff; ernd (c) esteblished
& plan to develop its in-hcuse treining capatilities through instructor
treining courses and treining during norral work hours.

(3) cCecnditions Precadent to Disburcerent for Autormated Data
Frocessirnz ("tL2") Cormodities

Prior to disbursement, or the issuance by A.I.D. of documenta-
tion pursuant to which distursement 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 satisfectery to
A.I.D., evidence that the Taxation Department has: (a) accepted the
recomnendations of the special reviev committee; (b) established an
operating Computer Division with adequate staf: and an approved Division
Director; (c) end promulgated an incesntive pey plan to retain qualified
personnel within the Computer Division.

(L) Conditions Precedent to Disbursement for Certain Training

Prior to disburserent or to the issuance by A.I.D. of documen-
—tation -pursuent to whick-disbursement will-be mede for -training activities —
specified below, the Grantee shall except as the Parties may agree other-
wise in writing, furnish tc A.I.D. in form and substence satisfactory to

A.I.D.:
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(a) TYor Observational Training: evidence that the
selected senicr executives have in fact been delegated suthority
to perform their duties.

(b) For Participant Trainirg: . evidence that the parti-
cipants selected for INTAY. treining are incumbent managers or will be
piaced in manegerial positions upon completion of such training and
that the participants selected for USC training are employees of the
functional unit for which the reining is designed.

(¢) For Specialized IRS Management Training: evidence
that the managers selected for such training heve been delegated authority
to perform their duties end that they are either incuxbent menegers or
will bpe placed in that functicnal aree as managers upon completion of the
training.

¢. Covenants
The Grantee shall:

(1) Assure that the Taxation Department will do all things neces-
sary and reasonable to implexment tke reorgaznizetion mendated by
Presidential Decree Nuzber 557 of 1977 and Ministry of Finance Decision
Number U02 of 1970 &nd tkat the Ministry of Finence will include in its
future budget plans for the tizely 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 ond efriciency, ena
in conformity with sound engineering, constructicn, finencial, administre-
tive and other professional practices.

(3) Cause the project to be carried out in conformence with all
the plans, specifications, and with all modificsticns thereirn approved by
A.I1.D. pursuant to the Agreement, including the provision, on a timely
basis, of necessary lccel currency and in-kind support as specified in
the Agreement and its annexes,

(L) Cooperate fully with A.I.D. to assure that the purpose of
the grant will te accomplished and the GOE and A.I.D. shall froem time to
time, at the request of either party, exchenge views through their repre-
sentatives witt regard to the progress cf ike prcject, the performance
of consultants, coniractors and suppliers engeged on the project, and
matters relating to the project.

(5) Establish a project evalustion program which shall include,
__during the implementation of the Project and at one or more polnts there-
efter; (a) evaluation of progress towvard attainment of the objectives of —
the Project; (b) identification and evaluation of problem areas or con-
straints which may inhidit such attaioment; (c) assessment of how such
informetion mey be used to help overcome such problezs, and (d) evaluatior,
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 dslegated authority
to pgrtorn 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 thc experditure of United Statss Dollers for the precurement

of goods and services in Egypt is required to fulfill the purposes of
this Project; that the purposes of this Project cannot be met effec-
tively through the expenditure of United States-owned local currencies

for such procuremert; and that the acministretive official approving local
cost vouchers mzy use this determination es the basis for the certifica-
tior required by Section 612(b) of ihe 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 Determinationm
No. 68, and suthorize A.I.D.-direct procurement of commodities necessary
for the Project.

Owen Cylke
Acting Director, USAID/Cairo

Date



5¢ (2) - PROJECT .CEECKLIST

Listed below are statutory criterie eppliccble generally to projects
vith FAA funds and project criter.a applicadle to individual funding
sources: Developrment Assistance .with a subcategery for criteria
eppliceble only to loans); &nd Economic Support Fund.

CROSS REFERENCES: IS COUNTRY CHECILIST UP TO DATE? Yes
EAS STANDARD ITEM CHECKLIST BEEN REVIEWED FOR
THIS PROJECT? Yes

A. GENERAL CRITERIA FOR PROJECT

1. 'FY 79 Avv. Act Urnumbered: FY 80 Aov.
Act Unnumbered: TFAA Sec  €3LA; Sec. 653(b); (a) Congressionel Fotificetion

(a) Describe how authorizing enc appro- has been submitted.
priations Committees of Senate and House
have been or will be notified concerning (b) Yes

the project; (b) is assistence within
(Operational Year Budget) country or
international crgezaizetion ellocation
reported to Congress (or not more than
$1 nillion over that figure)?

2. FAA Sec. f11(a) (1). Prior to
obligation in excess of $100,000, will
therc te (&) engineering, financial,

and other plans necessary to carry out (a) Yes, firm finencial plans
the assistance and (b) a reesonably firm have been developed as par:
estimete of the cost to the U.S. of the of the Project Paper.
assistance? : (b) Yes

3. FAA Sec. 6li(e) (2). I further

legislative actioa is required within

recipient courtry, what is basis for

reasonable expectation that such action

vill be completed in time to permit None required.
orderly acccmplishment of purpose of

the assistance?

b, Faa Sec. 611(b); FY 79 App. Act Sec. 101;

FY 80 App. Act Sec. (501.) If for water

or water-related land resource construction,

has project net the standards ard criteria

as per the Principles and Standerds for Hot applicabdie.

-Planning Water and Relaied Land-Resources
dated Octoder 25, 19732
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5. FAA Sec. 611(e). 1If project-is
capital assistance (e.g., construction),
end all U.S. assistance for it will excced
$1 rillion, has Mission Director certified
and Regionel Assistant Administrator

taken into consideration the country's
capability effectively to meintain and
utilize the project?

6. FAA Sec. 209. Is project susceptible
of execution es part of regiomal or multi-
lateral project? If so why is project not
so executed? Information end conclusion
vhether assistence will cpncourage regional
developmesnt programs,

T. FAA Sec. 601(a). Information and
conclusions whether project will encourage
efforts of the country to: (a) increese
the flow of international trade; (b) foster
private initietive and competition;

(¢) ercouvage development and use of
cooperatives, credit unicns, and savings
and loan essccietions; (d) discourage
monopolistic practices; (e} improve
technical efficiency of industry, agri-
culture and commerce; and (f) strengthen
free labor unions.

8. FAA Sec. €01(»}. Inforration and
conclusion on how project will encourage
U.8. private trade and irvestmer+

abroad and encourage priveie U.S. parti-
cipation in foreign assistince programs
(including use of private trade channels
and services of U.S. private enterprise).

9. FAA Sec. 612(b): Sec. €36(h). Des-
cribe steps teken to assure that, to

the maximum extent possible, the country
is contributing locel currencies to meet
the cost of contractual and other serv-
ices, and fcreigz currencies ocwned by
the U.S. are utilized to meet the cost
of contractval ané other services.

F_a

Not applicable

This project is not
susceptible to execution

as a regional or multilateral
project. Impact will be
country.specific.

No

Project will rave impact on
private corpanies and in-
dividuals and will promote
econormic equity.

Not directly,

No

Yes, equitable taxction shoul
result in better plenning.

No

Inproved tax administration
shculd improve opereting
conditions for U.S. in-
vestors ard others. Com-
modities and technlcel
essicstance are U.3.

The project grant will so
provide.

See Annex B request for e
determination under Section
612 (n) that dollars be used

. te procure locel currency..



1.'

10. PAA See. 612(d). Does the U.S. own

excess foreign currency of the country Yes. Gee Annex B for
and, if zo, vhat arrangements have been rcasons U.S. owned foreign
made for its release? currency will not be used.

11, FAA Sec. 601(e). Will the project
utilize competitive selection proecedures
for the awarding of- contracte, except . Yes
vhere applicable procurement rules '
allow otherwise?

12. FY 79 fpp. Act, Sec. 608: Fy 80

Apbp. Act Sec. (521). If assistance is

for the production of any commodity

for export, is the commodity likely Kot applicable.
to be in surplus on world markets at the ‘

time the resulting productive capacity

becomes operetive, -and is such

assistance likely to cause substantial

injury to U.S. producers of the sare,

similar or competing commodity?

FUNDING CRITERIA FOR PRGJECT

Develcoment Assistance Projeet Criteria

a. FAA Sac. 102(b); 111; 113: 281a.

Extent to which activity will

(2) effectively involve the poor in

develorment, by extending access to Not applicable.
economy at locel level, increasing '
labor-intensive production and the use

of eppropriate technology, spreadirng

investment out from cities to small

towns and rural areas, end imsuring

vide pirticipation 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 rurel and urba:-

poor to help themselves toward letter life,

and otherwise encourage democratic

privete end local governmental institue

tions; (c) support the self-help efforts
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of developing countries; (d) promote

the participation of women in the nationel
economies of developing countries and

the improvement of women's -status; and

(e) utilize and encourage regional
cooperation by develcoping countries?

b, 'FAA Sec. 103, 103A, 104, 05, 106 107.
Is assistence being made available: ,
(include only epplicable peragraph which
corresponds to source of funds used,

If more than one fund source is used for
project, include relevant peragraph for
esch fund source.)

(1)  (o3) for agriculture, rural
developrent or nutrition; if so (a) extent
to vhich activity is specifically
designed to increese troductivity and
income of rural poor; (103A) if for
agricultural recearch, full account
shall be taken of the needs of szall
fermers, and extensive use of field
testing to adapt basic reseerch to local
conditions shell be made; (b) extent
to which assistance is used in ccordira-
tion with progrems carried out under
Sec. 1C4 to help improve nutrition of
the people of acvaloping countries through
encoyragement of ii~reased production
of crops with greater autritional value,
improverment of planning, research, and
education with respect to nutritionm,
particulerly with refereace to improve-
ment and expanded use c¢f irdigernously
praoduced foodstuffs; end the undertakirg
of pilot or denonstration progruns
explicitly addressing the problex of
malnutrition of poor and vulnerabie
people; end {c) extezt to which
activity increases national food
security by ixproving food policies
end management end by strengthening
national food reserves, with particular
concern for the needs of the poor,
—-through measures ‘encouraging domestic-
production, building national food
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Teserves, expending availatle storage
.Tacilities, reducing post harvest food
losses, and improving food distributiéam.

(2) (204) for populstion planning

under Sec. 104(b) or health under

Sec. 104(c); if so, (a) extent to whichk
activity exphasizes low-cost, integrated
delivery systems for health, nutrition

and fanily planning for the poorest pecple,
with particular attention to the needs -
of motkbers end young children, using
parazedicel and guxiliary medical personnel,
clinics and health posts, commercial
distribution systems and other modes of
community research.

(3) (205) for education, public
administration, or buman resources develop-
ment; if so, extent to which activity
strengthens nonforral education, mekes
formal education more relevent, especially
for rural femilies and urtan poor, or
strergthens manegement cepability of
institutions enabling the poor to parti-
cipate in development; and (b) extent

to vhich assistence provides edvanced
education and trainirg 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: Ei) (a) concerned
with date collection and anelysis, the
training ol skilled personnel, research
on and development of suitable eneérgy
sources, ard pilot projects to test new
methods of energy production; and

(b) facilitetive of geological and geo=-
physical survey work to locate potential,
oil, natural gas, and coal reserves and to
.encourage exploration for potential oil,
patural gas, and coal reserves.
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(13) technicel cooperstion and development,
especially with U.S. private and voluntary,
or regional and international develcpment,
organizations;

(i41) research into, and evaluation of,
economic development processes and techniques;

(4v) reconstruction after netursl or manmade
disaster;

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

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

c. (107) 13is appropriate effort pleced on
use of apprepriate technology? (relatively
cmaller, cost-saving, lebor using techno-
logies that ere generelly most appropriate
for the sm2ll farms, csmall businesses,

and small inccres of the poor.)

d.  FAA Sec. 110(s). Will the reciplent
country provide et leest '25% of the costs
of the progrem, project, or activity
with respect to which the assistance is
to be furnished (or has the latter cost-
sharing requirement been weived for a
"relatively least developed" country)?

‘e. FAA Sec. 110{(d). Will grant capital
assistance bte disbursed for project over

more than 3 years? If so, has justifi-

cation setisfactory to Congress been made,

and efforts for other financing, or is the
recipient couatry "reletively least developed"?

f. FAA Sec. 231(b). Describe extent ta
vhich prograc recognizes tkhe particular
needs, desires, and capacities of the

people of the country; utilizes ‘he country's
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2,

intellectual resources to encourage
institutional development; and supports
¢ivil education and training in skills
roquired for effective participation in
governmental processes essential to

-self-government,

8. FAA Sec. '122(b). Does the activity
give rzasonable promise of contributing
to the development of economic resources,

‘or to the increase of productive capacities

and self-sustaining economic growth?

Develiopment Assistance Project Criteria (Loans Only)

a. 'FAA Sec. 122(b). Information and
conclusion on capacity of the country
to repay the loan, at a reasonzble rate
of interest.

b, FAA Sec. 620(d). 1If assistance is for
any productive enterprise which will compete
with U,S. enterprises, is there an azreement
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?

Project Criteria Solely for Economic Support Fund

3. ~FAA Sec. 531(a). Will this assistance
premote economic or political stability?

To the extent possible, does it reflect the
policy directions of Section 1027

b. FAA Sec. 531(c). Will assictance under
this chapter be used for ailitary, or
paramilitary activities?

5C(3) - STANDARD ITEM CHECKLIST

Not applicable.

Yes. Tax equity is a

‘major concern both

economically and poli-
tically. This project
is designed to promote
equity and increase pro-
ductivity.

No.

Listed below are statutory items vhich nbtmally will be covered routinely

funds,
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Thesc itcme are arranged under che general hicadings of (A) Procurement,
(B). Construction, znd (C) Other Restrictions.

A. 'Procurcment

1. FAA Sec. 602. Are there arrangments Yes
to permit U.S. small business to participate

equitably in the furnishing of commodities

and services financed?

2, 'FAA Sec. €04(a). Will all procurement

be from the U.S. except as otherwise . Yes
deterzined by the President or under delega-

tion from him?

3., FAA Sec. 604(d). If the cooperating

country discriminates against U.S. marine

insurance companies, will commodities be

insured in the United States against marine Egypt does not so dis-
risk with a company or companies authorized criminate.

to do marine insurance business in the U.§%

4, TFAA Sec. 604(e). 1If offshore procure-

nment of agricultural commodity or produst Not applicable.
{s to be financed, is there provision

against such procurewment when the domestic

price of such commodity is less than

parity?.

5. FAA Sec. €03, Coxpliance with

requirement in Section 901(b) of the

Merchant Marine Act of 1936, as amended,

.that at leest 50 per centum of the gross

tonnage of commodities- (computed separately Yes
for dry bulk carriers, dry cargo liners,

and tankers) financed shall be transported

on privately owned U.S.-flag commercial

yeéssels to the extent that such vessels

are available at fair and reasonable rates.

€. FAA Sec. 608(a). Will U,S. Govermment

excess personal property be utilized

wherever practicable in lieu of the procure- Yes
ment of new items? '

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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B.

c.

contract basig? If the facilitier of other:
Federal agencies will be utilized, are

they particularly suitatle, not competitive
vith privete enterprise, and made

available without undue interference

with domestic programs?

8. International Air Transport. Fair
Competitive Practices Act, 1974, .

If air transportation of persons or property
is financed on grant basis, will provision
be madc that U.S.-flag carriers will be
utilized to the extent such service

is available? '

94" 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?

Construction

1. FAA Sec. 601(d), 1If a capital

(e.g., construction) project, are engineer-
ing and professional services of U.S. firms
and their affiliates to be used to the
mazimm 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). 1If for comnstruction
of productive enterprise, will aggregate value

.of assistance to be furnished by the U.S,

not exceed $100 million?

‘Other Restriction

1. 'FAA Sec. 122(b). 1If development loan,
is interest rate at least 2% per annum during

grace period and at least 3% per annum there-
after?

F-9

Yes

Yes

Yeas

It will so provide.

Not applicabla.

Not applicable.

Not applicable.

Not applicable.



2. FAA Sec, 301(d). If fund is establighed
solely by U'\S. contributious and adminiscered
by an international organization, does
Comptroller General have audit rights?

3. FAA Sec. 620(h). Do arrangements exist
to insure that United States foreign aid is
not used ir a manner which, contrary to the
‘best interests of the United States,
promotes or assists the foreign aid
projects or activities of the Communist-
bloc countries?

4, FAA Sec. 636(i). Is finanzing not
permitted to be used, without waiver, for
purchase sale, longterm lease, exchange
or guaranty of motor vehicles manufactured
outside the U.S.?

5. Will arrangements preclude use of fi-
nancing;

A. FAA Sec, 104(f). To pay for perfor-
mance of ztortions 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
fanmily planning, or to coerce or provide
financial incentive to any person to uadergo
sterilization?

by 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 police, 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 30 App.
‘Act Sec. (504., To pay pensicms, etc.,.
for military personnel?

£. FY 79 App. Act, Sec., 106; FY B0 App.
Act. Sec. (506.) To p2y Un.N, assessments?
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Not applicable,

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes



N B ]9 App. Act, Sec, 107; FY 80 A
Act. Sec, (507.) To carry out provisizns
of FAA Section 209(d)? (Transfe. of FAA
funds to multilateral organizations for
lending.)

be " 'FY 79 App. ‘Act, Séé. 112: ‘FY ‘80 ‘App.
" Act Sec. 2511.5 To finance the export
of nuclear equipment, fuel, or technology
or to train foreign nationals in nuclear

fields?

i. FY 79 App. Act, Séc. 601;: FY 80 App.
Act Sec. (515.) To be used for publicity
or propaganda purposes within U.S. not
Authorized by Congress?

Fell

Yas

Yes

Yes



1,

2,

3.

List of Reports, Studies by IRS on

GOE Tax Administration
m'“—

A Study of Tax Administration, Ministry of Finance,
Government of Egypt June, 1975

IDY Report Regarding Taxatien Administration,
Government of Egypt September 29 - October 13, 1976

Computerization of Tax System in the
Govermment of Egypt . February 17, 1978

Proposed Reorganization of the Taxatien
Department,'uinistry of Finance, GOE, March 29, 1978
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ANNEX H

CtRIIFICAI;ON PURSUANT TO SECTION 611(e) OF THE
FOREIGN ASSISTANT ACT OF 1961  AS AMENDED

I, Owen Cylke, the Acting Principal Officer for the Agency for
International Development in Egypt, having taken into account,
among other thiugs, the maintenance and utilization of projects

in Egypt previously financed or assisted by the United States

and techni.il assistance and training planned under this project,
do hereby certify that in my judgment Egypt has both the fimancial
capability and human resources capability to effectively maintain
and ptilize the techrical and financial assistance to be provided
to the Ministry of Finance.

Owen Cylke
Acting Director, USAID/Cairo

Date
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AID 1099-28 (2-73)

ANNEK I

P:ofact Titla & Numbcr: 263-0115

PROJECT DESIG

N SUMMARY

LOGICAL FRAMEWORK

HARRATIVE SUMMARY

Lile ot Pm‘oct:

FiomfV_ 00 wfY_RL
Yorsd U S, Fundd ’27'}‘)”
o« 171775

ORJECTIVELY VERIFIAGLE INDICATORS

MEANS OF VERIFICATION

Dane Py
IMPFORTANT ASSUMPTIONS

Proxem or Sectr Goal: Tha r0acar otjactive to
which tis prcject contridutes:

koasurez of Goul Achicvernent:

tax revenue increas-

P1icra bor achisving gaal targets:

. 1) Income 1) GOE tax-collection data,’ 1) Economic stability and growth.
Provide additional tax revenue for ing to 252 of total tax re- 2) GOE Budget and CNP data. 2) Improvemcatr in tax administra-
development. . venues by 1584, 3) COE tax collection data. tion will tead to greater re-
: 2) Budget deficit declining to : venues.
9% of GiP by 1984, ' 3) Budgetary discipline will allo-
3) Income tax revenues, dis- cate incrcased resources for
counted for inflation, 1in- development. )
creaced by 15 per cent over 4) Tax law changes do anot decrease
pre-preject Jevels, a affactive tai—wetes.,
A 3ject Purpass: Cozditions that will ir.d.cate putpors hes been A 1ions for achieving puprse:

Madernize the administration of the
Govarnment of Egypt'a personal and
business incone'tgx-syste-s, and
1aproving equirty,

1

2

¢

achievad: End of project suitus,

) Functional vesponsibilities

clearly assipred and autuorit§)

aprropriately delegated
Key managerial and technical
stafi trained and applying
techniques learred.

Hore accurate & current tax
ussuscmentsy,

)

)

)) Review of organfzational chart
written responsibilities,
dalegation orders.

Peview training recozde USAID
ard COE status reports.

Revieu and analysis of collect
ion scatistics.,

In depth review of selected
procedures and processes.

3)
4)

5) Counslstent application of
equitable tax policy and
regulations.

Delepatlons of authorliy.

Actual implementarion and cpera~-
tion of modernized systenm, and
commitmecnt to continue improving

1)
2)

Capute ) .
Identified Management Systea and
Procadures for Functional Tax Arcas].
Automarad Data Processing.

Treining Programs. vF
2

1)

.
’

2

J)
§)

More accurate, current and inclusi
' tax assessments. .

M:gnin:de of Outpuis:

). More comprehensive reporting
and anz vsin of tax informa-
tion.

) Organlzscional plan, office
and staff positions descript-
lons, proccedural manuals cov-
€cr.ny assessment, collection,
data processing.

tagun:

LY
1) Teclmical Asgistance
2) Training Opportunities in U.s.
3) Comundities )
4) Im-country travel & special U.S.

Support services.
GOE:
1) Project support
2) Tratining o ¢
3) Commodirties & Facily

F

)

-

g
t

b'.'c’i)

Pleaca sge
tiaes

Imoicmuenistion Ta:go (Tyrv 0 Deartat,)

YEauinped_nrd staffed_processy

unit. (Pleasc src back)

) 117 staff months of assist-
ance; 72 long term, 45 short
ternm,

50 tax department personnel
trained in U.S5. ot exccuciva
$350,000; primarily fn ADP
Visits to outlying Repicnal
Oifices, Interpreter and

)
)
)

*1b

la
frplementing decrces, position
doscriptions.,

functional areas. .
Tnterviev and audit of pro-
cessing unit,
‘Raview of U.5. and GOE trainin
statistics. .
he I _Fevicw curr 2
of Tax Training Institute.
Jc Review & examine facilicies,
(Please see back)

2)
3a

v

ATD:
1-7 ATID Mission files
4) Travel Vouchers

COE;

bilingual secretary contract

A On-sito reviev of operations.

Review of orpanizational charcgA

Peview of procedural manuals fd

svatemy,
t.ons 10: achiavi

L L

3)

Continued geod mazagement and
GOE support of tax department

Acceptance of U.S. assistence
modes and abilicy to adjust to
Egyptian context.

Timely procurement of needed
equipment and release of staff

_'!)_Ade.qa'uta_mrmu.ms_m attréce
Az 2 p Lag s I.' .

and retain qualified ADP
aonnel.;

1)

2)

per-

1) AvnilLble GOE and “U.S. ‘re-
sources. 5 o

2) GOE will ecstablich project
counterparis to ovarsee
implementation of project.
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FROJECT DESIGN SULMALRY .

A1 323398 (3-7m "J" 0;2*“‘ -
acy, P fom »
LOGICAL FRAMEWORXK Tetsi US. Fongs
. 263-0115 Date Prapared:
Projaet Tithe & Numbe::
. NARRATIVE SUNIARY OBJECTIWVELY VERIFIASLE INDICATGRS MEANS OF VERIFICATION IMPORTANT ASSUMP; iONS
Program of Sactor Goak:  The Brosdar ebjective ta A of Goal Achi Assumpticns far sshloving guel torge
wnich thls project contrioutet:
Preject Purposs: Canditions that will indicate p Pose has besn Assumptions for achisving purpess:
. schisved: End of project \iatua,
Cuapas: Aazniunds of Gutpun: Assumprions for sehisving suapus:
-3.a. 50 personsel trained in [4.a. Review Audic Division etatis}
U.S. in varfous tax spe~ tical records, :
clalties. . J4.b. Review Classification Manual
3.b. 35 ctraining courses con- |4.c., Review Audit Techniques
ducted et Tux Training In- Handbock.
stituce.
4.a. Audic cycle less than 6yrf.
b. Selective audit progzram
¢, Packare acvdit instituted, :
rgmu lrplemantation Target {Type 3G Qusntity) mwumm

4. Incencives pricarily
.for ADP personnal.

GOE:;

(1) Managerial and techaical ¢

(2) Training Inscitute establi
attending sessfons; COE co
to U.s. '

(3) Tax Training Institute and

(4) various types of monetary

available to ADP gtaff.

punterparts wvorking uith‘ndvisorc.
ihed; instructors trained, trainee
htinued salary for participantsg

ADP gites, Tax Team office.
'nd non-monetary incentives




AID Inputs - Commodities

" IRS Team Office
1. Adr conditioning, copy
machine
Tax Training Institute

1. Equipment & Supplies
TTI & Regional Centers

2, Library

Subtotal

Demonstraticn Equipment

l, Fuonciional Activities

ADP
1. Library Assistance
2. Transcription Equipment
3. Related ADP
‘Subtotal

TOTAL

_Year 1

AINEX J

“Year 2 “Year 3  Total

Chp——

6,000

10,000

2,000

— — 6,000
—— — 52,000
—— — 15,000

67,000

20,000 10,000 40,000

. 3,000 — 5,000
——  200.000 200.000
— 32,000 32,000

‘3,000 232,000 237,000

23,000 242,000 350,000

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

(2) Additional ADP equipment.need:.to.be determined. after_ special ADP

reviev and evaluation,
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RBIJECT: PID - TAX ADMINISTRATION (263-8115)

NELC FEILD DFCEMBTR 22. PID APPROVED &kD MISSION
THCRIZED TC DEVELO? AND APPECTZ PP WITAQUT TURTHIR AID/Y
VIER., NZAS RECOVMENDS MISSIOM IWCOPRPOHATE CONSIDERALTION

FOLLOWIRG POINTS IN PRCJECT PAPEFR

COAL-LINE OF LOGFRLMT ACCOMPANTING PID SITS T20 CREZT
LURDEN VOR DRDJ.CT. H CORCIST STATIRNT IS FO:Til‘ED
N FIR3104°S TY- 82 CONGZISSICHAL PALFI“TATION ALD THE HEAC
GGESTS IT BT USID.. SPZCIFIL SUSCZISTIONS FOR TEHEE LOG-
JAME REVISION ARZ AT FTOLLQYS:

PURPOSE: AS STATZD Ja MISSION’S CP FOR Ty &2.

END OF PRCJZCT STIATG INCCHME TAX RIVENUES DISCSCUNTED
R OINFLATION, IH"V"5"°7 nv 1% PERCERT “"PPUVP FROJEST -
JVELS) FUNCTIONA h:SlO\S.B LITIES CLEMVLY ATSIGNZID AND
TLORITY &FY?DPQIF::L\ DEIBCATZDS KoY MAL ATEITAL, TEC3-
ICAL STAFF TRAITID) TITTLR, “MORE COMPRTAELSIVE RETORTING
MY ARALYSIS ¢F "'ﬁX INTCRUMATION. )

QUTPUTS: - IDINTIFIED MANAGEMENT SYSTEM AND PRQOCEDURES
R FUECTIONAL TAX LRENST SUTCMATED DATA PROCGEISSINGS
RAWING PROGRANS) IORZ ACCURATE, CURLRZINT ARKD INCLUSIVE
AYX LSSESSMEINT '

. MOLE IMPZASIS SHEOULD 2E PLACED OK TEZ MIDPROJECT
YELUATION WEICH NTAC FSLITVIS PARINOUNT IN DETERMINING
IRECTION, CHANSETS MECESSARY FOR BaLLNCT OF LOP AND 1M
LERNING _-FCR-.FUTLET . DISIGN ADJUSTHENTS SZONLD FOLLOV=-0M_

Ed APPROPRLATS  FVALUSTION PLEX SESULD 3E ATIRED 1S
ELL TO TIT CEANZEIS ALGPTED 45 RESULT OF SUGGESTIONS I¥
ARA 2.

. PP STOULD DFSCRIZS IuEs BETYIEM T21S FROJECT AND
TESR EXTIPNALLY FUKDI! PROSECTS DESCRIZED 1N ALNEX 2

F PID, NOTIG PARTICULARLY TES ROLE THIS PRCJECT IS
XPECTED 7O PLAY It RELATI0NSHIP 10 15 OTHERS.

. FINALLY, KEAC SUICISTS THET MISSICH CONSISFR PUTURS
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ANKEX M
Terminal Dates

A. Recommendetion

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 excepticn to the general
policy expressed in Policy Determination 68 calling for host couatry pro-
curement of commodities to allow direct AID procurement of up to $350,000
in comnodities (Annex C).

B. Terminal Dates

1C.03. The terminal date for satisfaction of conditioms precedent %o
initiel disbursement will be 15 days from the date of the project grant
agreement signing. The Project Assistance Completiorn Date (PACD) is
set uat December 31, 1983 which will allow about three years froem the
expected satisfaction of Corditions Precedent. The Terrinal .Date for
opening letters of commitment will be March 31, 1983. Terminal Date
for disbursements will be June 30, 198.L, '

M-l
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PARTICIPANT TRAINING SCHEDULE AND EUDGET

I. INTAX Middle Management Numbexr of Participants

1.
2,

II. UUSCC.

1.
2.

Internationz1 Travel (L.E. equivalent)
IRS Fees, Participant per diem, U.S. travel
TorAL INTAX

Spicialized Courses - Number of Participants
Iniernational Travel (0.E. Equivalent)

USC Fees, Parti¢ipant per diem

TCTAL USC

11I. GOE Executive Observation Nuwnber of Participants

1.
2.
3e
k.

Intcenational Travel (B.E. Equivalent)

Perticipant per diem, U.S, Travel
Intzrpreter fee, per dien U.S. travel

1R Fees, Escort per diem and U.S. travel
TOTAL OBSERVATION '

IV. Functional Manarcment Seminars Number of Participants

2.
3.

k.
SUMMARY

1.
2.

Tatarn~tional Travel (L.E. Eguivalent)
Participant per diem, U.S. travel
Inteypreier fee, per diem U.S. travel
IKS Fees, Escocrt per diem and U.S5. travel
POPAL SEFINARS .

Number of Participants

L.E. Equivalent - Iniernational Travel
U.S.-dollar costis

TOTLL TRAINING COSTS

COURSE

DURATION

&) Veeks

5 Weeks

3 We=ks

2 Veeks

|
YEAR YEAR! YEAR
1 2 i _}__
|
6 6! 6
7,800  B,400 9,600
26,200 33,000 3L,100
36,000 39,400 43,700
L -
7,600 . 8,L00 9,200
1k,000 . 15,400 16,900
21,600 23,800 26,100
_____ 23800 26,100
|
L ! 5
g,200 7,150 8,000
6,600 9,025 9,825
3,230 3,595 3,965
350 9,580 _9,7h0
52,500 29,350 31,530
—
2,600 9,720
2,600 5,660
2,220 50160
2,256 _6,6L0
16 19|
23,200 29,670
67,750 86,280
90,950 115,950
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