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To: Mr. Joseph R. Harmon, Director SALD Y| Dl
Tax Administration Advisory Stafsl
Internal Revenue Bervice, Room 1409
1111 Constitution Avenue, N.W.
Veshingtam, D.C. 20224 A.1I.D.
) Reference Center
From; williea B. Flaherty, Ssaier Teax Advieor Room 1656 KNS
Subject: Moathly Report for May 1972
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As you know the VI CIAT Assexbly was successfully concluded in
Paraguay this month. The tax team coordinated fairly closely with the
organizing committee and was principally occupied with this the first
part of the month.

At that Asseably, the CIAT Executive Secretary requested that Ray
Bateman reviev the proposed agenda for tae Collection Seminar to be
offered in Panami in August. lMost of the subjects previcusly reccamended
by Ray were included in the agenda.

He is now coordinating with the chief of the mew Collectiom Sectiom
(Apremios y Cobranzas) in the Internal tax office on the paper the latter
vill present at the Penand Seminar.

Income Tax Office (La Renta)

The tax teanm met several times with the chief of the Special Audit
Prograz in this office. Although the prograz is going very well - we will
have some meaningful statistics in our June report - 1 probvlea has developed,
that could have serious implications for the project. By law, the auditors
are entitled to 30% of any fines levied on deficiencies, as additional
compensation. (This participation in fines was to have been omitted in
the now sus d income tax law, but 1972 amendments to the old lawv haven't
changed it.) To date they have ieceived no payment, although collection
of fines on newly proposed deficiencies have been made. 1f some payment s
are not made soon, the auditors will lose interest in the program. The
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prograa, and advises Dr. Vasquez, Director of the Aadit Program that

tbe Minister, himself, will have to authorize paymsnts. We've =zentioned
the Director's apathy to avdit programs before. The Minister has verbally
sgreed to the payments, but, o date, has signed mo suthorization. We
suggested that an suthorizing letter be submitted to the Minister for his
signature, but as of this moment, we have nothing nev on the situationm.

As we reported before, with the vary limited sudit progrsz, before
this one, collections for 1972 in the Income Tax Office had fallen beiow
1971, slthough collections in the Internal and Real Propert, aoffices had
increased, With tlis new audit progres we'd hoped that: (lgve'dbe able
to comvince the Minister of the need for a permanently assigned suwdit
force to the Income Tax Office, and (2) that the program would have a
sslutary effect on total collections for this office (income and sales)
and push thes shead of 1971. TFor example, through Msy, total income tax
offics collections have nov drawa even with 1971. We're hopeful the
payment problem will be resclved. It's similar to the problem we have in
tbe Real Property tax office.

Internal Tax Office (Impuestos nternos)

Progress continues in establishing needed procedures for dealing with
the nev Business License (Patentes Fiscales) lav. Daily production records
have been established and are being maintained on employees who are pro-
cessing Patentes documents. Arrangexents have been made with the Ministry
of Finance to perform the kay punching on Pstente documents. Follow-up
procedures have been established for field offices nmot submitting proper
documentation. Director Martinez withheld monthly salary payments from
field offices not submitting the required Patzate documentation. This

appears to have solved the prodlem.

Planning is started on the mew Collection (Apremios y Cobranzas)
Section in this office. As I mentioned, the new chief, S8r. Vicente Capello
is preparing the Paraguayan paper for the Panami CIAT Seminar. Ray is
assisting him. A stepped up procedure for sending out delinquency notices
has been initisted. We should be developing some meaningful statistics
on the new Collection function shortly.

Ray continues to coordinate with this office on the establishment of
magter files for the various taxes for which Impuestos Internos is respon-
sible. As I noted in a recent letter to you, it appears qQuite likely that
we'll be requesting TDY help for this project later im this calendar year.
My own view is that the CIAP report will suggest that this project be
stepped up considerstly. Eince we're spread pretty thinly bere now, it's



unliksly that we can concentrate much more of our present resources on this
ixportant project.

We're comtinuing with the skills inventory recestly started in the

office. Hopefully, we'll have logged skills for all -of the offices with
which we coordinate this calendar year.

Real Property Tax Office (Impuesto Inmobiliaric)

We met again with the Director of this office to discuss (1) opening
the Regional Offices (2) Gelayed peyments to collectors and (3) a persannel
and equipment survey. The Director told us again that he would talk to the
Minister on (1) and (2). He approved (3). There is mothing much more we
can do on the Regiomal Offices, except keep “"bugging”™ the Director. Some
high officials in that eouggutcdtou,thatumeouactimm

runaing vell ahaed: figures are
being net, (thmahmeouectim Director is not
mmmammmuumm eyen more, Shus giving himself an
incrdinately high dbase for 1973. ieinyit-hum We'll try to

convince him nov that the real benefits mm.bnmmmgim
offices in the latter half of 1.912, won't begin to appear wmtil in 1973,
%2're certain, he's Literestel,’ wod: dqually dertain that those offices
vill represent a persanent pluv%tq lp;goperty\tu collections in Paraguay.

Othar

The tax team attended u meetir- .o May with Dr. Gemtil Bojas (CIAP)
to discuss posaible future * __unical needs in tax administration. As I've
reported to you by letter, I've aleo attended a series of meetings with
Rojas and other Int.armian). Mviaou, to nu-t 1in the joint prepars-~
tion of a paper relst 0% A comprehensive study of
the Paraguayan fiscal struqtun..‘ln the Jm report, and, Yy ispecial
lstter, as the ‘occanios i'uminn, VEgEL m.qr. thmﬁdyg that exerciee.
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The tax tess, hnuy, QJ&%W% equipment to
Impuestos Internos (U4 electric adding machimns) and to Ispuesto a la Renta
(3 electric adding machines and 1 electric calculstor). 7The latter equip-
ment i3 being used initially, and, principally, in the Special Andit

Prograa.

We expect to begin distribution of the correspondence courses in
accounting within the next two weeks,

I will be on amual leave in Buenos Aires July 2 through July 8.
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