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I. SUSTANTIVE REPORT
 

A. Project Status
 

1. General
 

The Chief of Party arrived in Quito on Saturday, August
 
17, 1985, followed by the Audit Advisor on September 12
 
and the Processing Systems Advisor on October 5. The long
 
term Returns Compliance and Delinquent Collections Advisor
 
to the present date has not been filled; the advisor ori
ginally selected for this area, at the last moment could
 
not come to Quito due to health problems. However the work
 
of this long term advisor has been advanced through utili
zation of two TDY'S one from September 7, - December 6, 
1985 and the other from January 11, - March 28, 1986. With
 
the full advisory complement on board by early October, 
and to put the semi-annual reporting on a consistent basis, 
the first semi-annual report actually covers a period o 
approximately seven and a half months of advisory activity. 

An early step in the Project was the establishment of the 
high level committee, which along with the dusignated coor
dinator of the project, has responsability for overseeing 
for the Director General the implementation of the project. 
Also, the project strategy was immediately translated in
to Spanish and thoroughly reviewed w-th the Committee. Sub
s'-quently, the Work Plan for the project for 1936 was deve
lolled and transmitted by the Director General to the USAiD/ 
Quito in December, 1985. 

The overal1 collections achieved from the carryover of pro
grams put into place in the former pilot project and the 
renewed emphasis engendered by the present project 'aove 
been excellent. In 1985 collections of 49,114,589,500 su
cres were 49.3 over 1984 collections in current sucres or 
19% higher in constant sucres. During the first t.o months 
of 1986 collections have continued at a brisk ,ate, with 
12,322,809 sucres collected which is 85% over the same pe
riod in the prior year in current sucres or 52% in cons
tant sucres. In constant terms over 1984, collections are 
43% higher for the same period. 

2. Revenue Generation Activities
 

a. Improved Collections and Returns Compliance Systems
 

The new professional corps contemplated to upgrade per
formance in these two functional areas was recruited,
 
trained and began operations early in the project.
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They were deployed in two phases: the group to work in 
the Sierra provinces began on October 15, 1935 and 
those to work the provinces in the Litoral began on 
November 1. A total of fifty agentes tributarios 
were recruited, but a few have resigned leaving a to
tal of 45 in operation. These, to date, have been paid 
from the loan funds of the project. Unanticipated pro
blems ocurred in the mechanisms for making timely sa
lary payments to the agentes, both within USAID and 
with the Ministry of Finance, with a delay of three 
months in paying salaries for December through Februa
ry. To ease this situation Omnimax International, Inc
 
advanced a total of 257,400 sucres to the agentes in 
the earlier group. Happily, these problems have now 
been resolved and salary payments are now current. 

The initial activities of the new corps have been di
rected to the collection of delinquent accounts. In 
the first four months of activity the new group has 
turned in a remarkable performance; their efforts have 
resulted in the collection of 535 million sucres in 
outstanding deli nquent accounts. 

During the first quarter of this year a progrim was 
developed for t ranfeorring the return,; comp] iance 
function from the Audit Division to the new corps of 
agente- tributarios. Procedures have been prepared 
to put the program into effect, beginning with the 
high Ilon-compl iance sales tax (transaccinoes mercanti-
les). A short trairing program has been developed for, 
supervisor.s and agentes tc be given in April to pre
pare them for their new duties and for' tie specific 
prosram to be under'taken. Implementation i, planned 
for May this year. 

In view of the increase workload anticipated and the 
high priority to be given to both these programs in 
supporrt of tire extremely high goal st for 1986 (al
most 89 billion sucres), USAID has been requested to 
support an additional 20 agentes. if appr'oved, these 
together with those for' the five vacancies will be re
cruited and trained during the next period. 

b. Improved Audit System 

A series of sessions were conducted with all audit su
pervisors in the Quito area covering Sup;ervisory res
ponsabi ities, means for increasing productivity and 
suggested pro;JecLs for improving audit operations. -
This was done early in the project as a means to begin 
the conversion of supervisory concepts concerning ma
naging tho audit program. 
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The pilot programs, which were initiated in the ear
lier project, were reviewed and actions were taken to
 
improve results. This consisted mainly in giving em
phasis to steps required to meet the objectives of
 
these two projects, i.e. increasing audit coverage and 
incorporating non-filers. Improved management of these 
programs increased productivity during the final 
months of the year and achievements for 1985 were: 

PP-i - 698 taxpayers audited produced 
million; 

S1. 125.0 

PP-3 - 669 taxpayers audited produced 
million. 

SI. 263.4 

To provide expanded audit coverage and an early impact
 
in revenue generation an information document matching
 
program was initiated. Information has been extracted
 
in payments made such as conmissions, rents, dividenas 
interest, etc., from which lists are being developed 
showing taxpayers who have received such income but 
who may not have reported current amounts in their re
turns or who may not have filled tax returns. Other 
information sources such as government contractors is 
also being utilized. it is anticipated that almost 
3,7C0 audit leads will be generated by th program
which will broaden considerably the audit impact for 
this year. The development of these leads are nea
ring completion and it is anticipated that the program 
will be put into execution during April. 

A program has been developed to shift the groups of 
auditors now working in the returns compliance pilot 
program ( extended from the former pilot project ) to 
perform audits on non-filers referred to Audit by the 
agentes tributaries. It is anticipated that the lat
ter will assume this function in May and an important 
support to the new returns compliance program will be 
the prompt audit of such referrals. An anticipated 
2,000 referrals will provide additional impact by 
means of quick audits. 

Development is underway for improved audit planning
and monitoring report and selection of returns for au
dit. Adjustments will be required in the current plan

for 1986 and will take into account the distribution 
of resources and the manner in which they will be em
ployed. Sources of returns will be taken into account 
so that in the future numbers and types of returns 
will be know-m at the beginning of the year. 



Orvganiza ional mprovemen 'ActivitiiS... 

D.G..eorganizatlon 
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Coijynitfee, w ~ei D recta , General1'and ith mods de7

pate6lcifs of te,D. G, R." This 'occurred over -a'4 
'meSpero -,rsu ng, n lthe sukmiss a 

the Direto'eali Feb'ruary of, he omple e( stu-m
dtoehrwitl he _posed -Ministerial Areemernt., 

forthnste' T alttr,, s:now-with 

A 

the J iister,epd about readr ,to6 beg6in..implementa on. 
ne 1atter.wi4 be accomplishIed carefully _-through a 

es s @g- wi thih the next 1wo, years~ and 
w$il inrldc~jintensiye-,trafning irnmanagement 'priti 
pi~es' and teohniques, motivational seminars and de

-ple~rep a iA n at each stge of~ml n on1
The approvedorgnization1 provides, the 'structure, to 
accomplish th'e pro6ject goal for- 'this" element~ of; the 
pro'ject and when implemented will have~ the~ following 
.char'acteristics 

~ 

'laseparation of~national managemnL roepea 

* 
~ Cl.ear def'inition an~d separation of -the 

A~unctions of tax admifnistration.:~ 4 
prin~cipal~ 

An appropriate decentralizationjof operations. 
Awldeveloped stem of functional management. 

*.* 

Aplan for acquisitiono untr n equipment, for 
the first two phases of tfe-'eorganization has~ been 
~developed. '7 

b. Restructured Processing~Systems< q 

~Efforts for the imiprovement in ta diitrtnpo 
~cessing were-~focussed priniciply in5 ares:~~ 
S1)~jStrength~ening of the tehnical ad programing sup-Th 

port of Direcci6ni doerganizaci6n y Sistemas (Mi-T
nistry of F~inance Computer Center). 

2) Strengthening of Direcci6i General de Rentas 
computer techniques ca~pabi lities., 

mini 

3)7 Improving instituitional relationship 
and DOR. 

between DOS 
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h our. week ina~ mna intheU.S. De,group a

,:,so received several;-'raining sessin byth roces-.
 
sin1g advisor. 

Strengthening of the Direcci6n.Genermi ,de' nsin.
 
compiuter centerwas accomplished 'by contracting addi
tional dat .input; persori~iel thereby, reivnF~orm
 mers -ar systems peirsonnel to concentPt -on moe
 

proritetasks. Adecision 'to chang~ the central'comi
puter'.uni 'from NCR~ 9100) to a NCR f106M _52 system will
 

in~i'odi~c -d'~on1fibilitythe
'into, : Di'recc6nGeneral'~ Rent~ n'n op~te etiPersonel' 
snte
asrd,Cminicompter

f romgDG lted 'veral UNIX se ia~ and co~irc6e 
'duin'Wefistsemester. 1986.L 

Impro6ving institutional relationship betwee&&he i bU-

Snistry~ of FinanceComputer Center andt Dirvc6n Gene
ra doRntshs been ma~deby defining sci'C areas
 
of~ interest anid future development in l.ine~withi the o

~Plan~for the imiprovement of,the mini~ computer, system
~' in Direcci6n General de RentasYas comlete and put in'<

motiph during the p~erid, 'Thei NCR':TOWER 32~wa se-Y~ 

imfii _cbmputer sys~tem. The -TOWER supports 'tii universal
 
UN a h~ytexcellent,
s compter' to .
camp' tercaPbi'1itis NCR has agreedo0 accept: the 
oigin I NCR 91D00 partial ,payment arthe nie TO_ 

WER thus elimiinating rh~n6J8 r &bcst~ of equiipmen~t. con

~arecompatbe. ith the newer TOWER thus assuring~ the
 
original investmInIt. Tw adiinlterinals: have
 
been ordered by OCR increasing the noew TOWE compte
 

Intrmediate sstems for tax collections adadtn
 
were~implementedi andaeben processed by7,both
~ DGR,
and DOS compj~ter~ centers. Asalesi tax program for 1985114
 
was accomplished centers,~ inDOS the Piat ,both fo'oi 
chincha Province and 'inDOR for the 1rest~of' the~ cotun
try. 4Tiird party inforn'atio as well as stockolder
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~proval and .imp~emen ation of new gapizat onie 'Ror 

t:. willt cc'~o funda-melp ases Of the reoaia ioarln Jled~t 

c. PublIic Rela ions Prog ran 

No acti iy 'this-area other& than~ normal. sporadic
eflrts,aaitng stablishient_ of the ,new Depara

mnode Difusi6n yPublicaciopes T4cn'icas , under ,the 

1"lretganizatio . 

seminar's coniducted off-sit~e 

;u -i,~ one for' top, executives of to ieinGnra:de
 

Rentas and ione for Deprment-Ciefs. The- fViistjfr' two,
 

,,o. were 	 at an, inn away fromw, 

days 	 days 'fcluded dicussioo
1yand the'second fortir 

t}he~unctionas of~txc adiinistration, ba'ic 'rg~hizig and 
manage tprinciples'; .he' 0r oit stratgy ard the m~c
 
~zatin bing prcipbsiI for the,,DR.Attlo 9mngr

attended thieseminars.toaof94naer
 

A ~ Fifty~aentes tributrios to mian th~e new professional 
corps Awere trainedI in their' basic functions to bei cl ~ 

tlection ofcdelinquent occounts. 
Fi~fteen paticipants compled the"'special 4 weeks manage-~", 
meintflcoursegie inteUie ttsb h U.S In"Tter-

Snal Revenue Service. , 

Iiirty supervisors r~eceived ~a two $day course 'inmotia
 
tion ar'ranged 'by theadvisory group 'and >given by CEFE
 
(Centr~o de F'rmac6 Empresrial);, 'an additional day on 
1986 annual audit pln asalso given.'Y ' 

&enty-.fourtax	Tw :auditor from the Quito area were given a
 
50 hour course,inbi3jc a~udiuing techniques.
 

A-comprehIensive traininig. plan for the project was de~e
loped and has bieen approved by the DIirector General. he,
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plan provides for varios seminars and courses and the par
ticipants to be selected for such training together with
 
quarterly schedules and expenditures over the life of the
 
project.
 

B. Plans for The Next Six Month Period
 

1. General
 

Collections through August are exoected to reach 55 bil
lion sucres.
 

2. Revenue Generation Activities
 

a. Improved Collections and Returns Compliance Systems
 

- Agentes Tributaries and Supervimi uwill be trained 
in naw returns compliaOnce program. 

- Returns compliance program for sales tax will be 
implemented. 

- 25 now Agentes will be recruited and trained. 

- Cont inned snrveillonce of the in itial delinquent 
accounts ind tetLurnLs compliance programs will be 
conducted and refinements Ln program and procedures 
will be introduced. 

- 'ilie new Divisin do orosidad will bc e:stablished 
and function lug under thle new org:anizational struc
ture. 

- The five now r,, end Departamentos do Mors idad 
wil be established and the refined programs will 
be functioning within the pattern of the new orga
nizationa I,t ructuro. 

b. Improved Audit. 3y:stro 

- The proor.am for audit : leads derived from the match
ing of infOu'r;ation d0ccu:!:nts will be implemented. 

- The program for auditing referrals from the agentes 
tributarios will be in operation. 

- An improved planning and return soeloion system 
will be adopted for use in future years and plan 
adjustments made for the current year. 

- A pilot Review Section will be es;tablished in the 
Quito area audit f'unct ion. 

- 'lle new Divisi6n de Auditorra Tributaria will be 
established a d functioning, under the new organiza
tional structure. 

http:proor.am
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- The five regional Departamentos de Auditorfa will 
be established and functioning within the pattern 
of the new organizational structure. 

3. Organizational Improvement Activities
 

a. D.G.R. Reorganization 

- The first phase of the reorganization establishing 
the functional management departments at the natio
nal level will be implemented. 

- The second phase of the reorganization, establish
ing the basic regional structure, will be imple
mented.
 

- Training to support these phases of the reorganiza
tion will he conducted (see training below). 

b. Restructured Processing System 

- h'lie new upgraded computer will be installed and 
the sales tax system connverted to a UNIX data base 

- Plans will hc developed for adding processing con
trol of withholdin, Agsentes to the new computer 
system. 

- A detailed processing] plan will be prepared for im
plementation in the - regions under the new organi
zation. 

- Specifications for the regional computers will be 
developed and procurement initiated. 

- An improved RUC system will be designed and imple
mented.
 

c. Professional Inspection Service 

No activity 
period. 

is planned for this area during the next 

d. Public: Relations Program 

The Departamento de Difusi6n y Publicaciones 
will be established under the reort'anization. 

T6cnicas 

4. Trainin, 

- A management seminar will be conducted for 20 key re
gional and national personnel. 

- '\'enty key regional and national personnel will attend 
the special 4 eeks management course given in the 

United States,; by the U.S. Internal Revenue Service. 
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- Five executives from the Ministry of Finance will attend 
the C.I.A.T. (Interamerican Center of Tax Administration) 
annual conference to be held in Buenos Aires. 

- Fifteen new chiefs selcc-d for key positions in the new 
organization will receive orientation seminars in their 
new duties.
 

- Forty-five agenteo, tributarios and twelve supervisors 
will be trained in the new returns compliance program. 

- A seminar on processing systems will be conducted for 5 
regional processing chiefs and several key national pro
cessing personnel. 

- Five computer programmiers will be trained in Cobol and 
Computer lanrguage C. 

- Tenty-five auditors will receive training in basic au
diting techniques. 

- Ten auditors will receive instructor training and course 
development to serve as an instructor corps for the au
dit function. 



A. Expenditures
 

Category 


&Slaries & Wages 


Fringe Benefits 


Administrative Costs 


Differential & Allow. 


Trvel & Transp. 


Other Direct Costs 


Profit of Pee 


GRAND TOTAL 


II. ADMINISTRATIVE REPORT
 

Budget Amount 


$ 1,559,775 


99,937 


54,685 


355,540 


373,084 


102,030 


254,505 


$ 2,799,556 


Expenditures
 

(6/1.85 - 3/31/86)
 

$183,229.13
 

31,529.68
 

7,653.32 

34,060.19
 

40,948.83
 

45,674.85
 

34,305.09
 

$377,401.09
 

http:377,401.09
http:34,305.09
http:45,674.85
http:40,948.83
http:34,060.19
http:7,653.32
http:31,529.68
http:183,229.13
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B. 	Personnel Employed
 

1. 	Field (Aug. 17,1985 - March 31, 1986)
 

a. 	Long Term Advisors
 

Advisor 


Chief of Party 


Audit 


Processing Systems 


Delinquent Collection & 

Returns Compl iance*
 

Total Long Torm 

* 2 short torm advisors 
utilized duo to unavai
lability of long term 
advisors.
 

b. 	 Short Term Advisori; 

Audit 


Training 


Management 


Total Short Term 

c. 	 Local Hire Support
 

Secretary 


WlTAL FIELD 

2. 	 Home Office Support (Julyl,1985 

Compny President 
Vice President Planning
& Budget 

Office Clerical support 

Total Home Office 

'JXYI'AL PERSONNEL 

Work - Months 

7.5 

6.5 

6.0 

6.0 

26 

1.25 

1.0 

0.5 

2.75 

7.0 

35.75 

- March 31,1986) 

3.2 

3.0 

7.2 

EMPLOYED 

13.4 

49.15 


