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Problem: Your signature is required on the attached project
authorization amendment to provide an increase in funding of
$1,000,000 in the Income Tax Assistance Project and to extend
the Project Assistance Completion Date (PACD) to 31 December
1986,

Discussion: The Income Tax Assistance Project was authorized

in August 1981 with the objective, or project purpose, of
enhancing the GOJ institutional capacity for incoma2 tax adminis-
tration. The Project Agreement was signed on 26 August 1981 and
provided $1,000,000 in AID funds.

A project evaluation in 'arch 19383 recommended a project extension,
Significant changes in the Department of Income Tax (DIT) in
respect to the method of assessment and in the administration of
the department have presented an opportunity for an expanded effort
oriented towards institution building.

As detailed in the amended project paper the new project focus and
emphasis will require an extension of the PACD and additional funding.
The additional funding primarily provides the 90 persor months of I2S
Advisory services to the DIT. Additionally, the PP makes provision
for Jordanian Technical and ‘dninistrative support for the DIT and
the IRS Team.

State 043142 dated 12 February 1984 provided an ad hoc delegation of
authority for you to approve the project paper amendment and authorize
the additional funding and PACD extension.

State 065412 dated 6 March 1984 indicated that a Congressional Moti-
fication on the subject project was forwarded 29 February 1984 and
would expire on 15 March 1984, State 130372 of 4 May 1984 advised
that the CM waiting period expired without objection,
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Recommendation: (1) That you sign the attached Amendment of Project
Authorization, which will increase the approved level of project
funding from $1,000,000 to $2 million extend the PACD to 31 December
1986. (2) That you sign the face sheet of Project Paper Amendment.

o Ml B4 -

Walter G. Bojiingev
Director, USAID/J
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FIRST AMENDMENT
TO

PROJECT AUTHORIZATIOM

Name of Country : Hashemite Kingdom of Jordan
Name of Project : Income Tax Assistance
Number of Project: 278-02u7

Pursuant to Section 532 of the Foreign Assistance Act of 1961,
as amended, the Income Tax Assistance Project was authorized
by the USAID/Jordan Mission Director in August 1981, That
authorization is hereby amended as follows:

A. The Project is defined to consist of improving and
modernizing, through institutional development and
otherwise, the technical capacity of the Department
of Income Tax.

B. The amount of funds authorized for the Project is increased
by $1,000,000 to a new total amoun- of $2,000,000. Subject
to availability of funds in accordance with the A.I.D, O0YB/
allotment process, obligation of this $1,000,000 increase
is planned over a one-year period from the date of this
amended authorization.

C. The planned life of the Project (i.e., the Project Assistance
Completion Date) is hereby extended to 31 Necember 1986,

The original authorization, cited above, remains in force except
as hereby amended.

An amendment to the Project Agreement may be negotiated and
executed by the officer(s) to whom such authority is delegated

in accordance with A.I.D. regulations and delegations of authority,
subject to the above and such other terms and conditions as A.I.D.

may deem appropriate,
it Fll)~

Walter G. éollinger
Director, USAID/Jordan

Date: MIA{ lz%, (4477
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I. Summary ano Recommengations

background:

In August 1981 a Project Agreement was signed with the GOJ to
assist in income tax agministration. The Agreement provided $1,000,000
in AID funoing for activities through the PACD of 12/31/83. The
initial project evaluation, (PES 83-1), was completea in April 1983.
The PES anag a subsequent project review in October 1983 resultea in
agreement between the GOJ, USAID, ana the IRS to expano the project
into a longer-term effort, aimea at developing a firm institutional
base within the DIT for an efficient income tax system. Accomplishment
of this objective requires an extension of the PACD to 12/31/86 and
agaitional inputs from the GUJ ana AID. This amendment to the project
paper aetails the proposec changes to the project.

Grantee: The Government of the Hashemite Kingagom of Jordan.

Implementing Agency:

Department of Income Tax

Total Project Cost :

This amenoment provices an aooitional $1,000,000 in AID funding and an
agaitional GOJ contribution of $931,000. The total project cost is

therefore $3,483,000 consisting of the AID contribution of $2,000,000
ana the GOJ contribution of $1,483,000.

Project Bescription:

The Income Tax Assistance Project is a technical assistance and
training effort oirecteo towaro the improvement ana mogernization of
the Lepartment of Income Tax (DIT). Technical Assistance proviced by
IRS ang training will be utilizea in a coorcinatea effort aimea at the
establisnment of a souno managerial ano technical pase within the DIT.
The project is a continuation of previous short-term assistance
efforts. The reviseo project as oescribea within the PP amenoment
reairects the activity towaras institution ouilaing. The DIT will be
strengthenec througn tne organizational cevelogment and growth of three
units in particular; the Systems, Proceoure, ano Analysis group; the
Public Information ana Training Section; ana the Computer Section.
Technology transfer will be a focus of the project through the
installation of a new computer system ano the preparation of revised
programs anag, througn tne implementation of self-assessment as required
by the 1962 Tax Law. Areas of emphasis uncer the project include: (1)
cata processing applications; (2) management ana organization; (3) the
assessment ang aucit process; (4) collections ana celiquent accounts.
The success of tax aoministration to cate uncer the project has
prompteo the GOJ to seek a broaocening anc extension of the assistance.

¥R



Grantee Contribution
The GOJ contribution under the revised project will be $1,483,000 or 43
% of total project costs. -

Statutory Checklist:
The original check list has been reviewed ang revised in accordance
with current requirements. See annex C to this amendment.

Issues: The new work groups will require an organizational change
within the DIT. Particularly since the provision of adequate
counterpart persuvnnel has been a problem, the establishment of the work
groups ang the assignment of a minimum level of personnel will be the
subject of a covenant.

Source ano Origin: Goods and services, except for ocean shipping,
financea by AID uncer the Project shall have their source and origin in

either the U.S. or Joroan. Ocean freight financed by AID shall be
financea on U.S. flag vessels.

Recommengation: It is recommencea that an acditional grant of
$1,000,000 be authorizea in accordance with the draft project
authorization shown in Annex D.

Project Committee:

Douglas L. Shelagon:

Controlier, Chairman

Lary Scollick :

IRS Senior Aavisor

Stanley Stalla :

Assistant Project Development Officer
Nancy Carmichael

Assistant Program Officer

Senior Review Committee:

Geralc Gower

Deputy Lirector

Daniel Leaty :

Program Officer

Thomas Rishoi :

Project Development Officer

William Libby :

General Engineering Officer (Acting)
Douglas Shelaon :

Controlier



II. Project Description

A. Background anag Current Status of the Project

The Income Tax Assistance Project Agreement, signea August
26, 1981, proviced a grant of $1,000,000 to the GOJ Department of
Income Tax (DIT). The project represented a follow-on to previous
short-term activities ana was conceivea as a technical assistance
training effort aimeo at improving the capacity for income tax
aoministration within the DIT. To achieve this objective, project
efforts were oirectec towaros:

(1) Development anc implementation of improvea operational
systems for income tax assessment, collection, clerical
processing, and aaministrative servicing.

(2) Development of the DIT capacity for training.

(3) Improvement of the automatea cata processing (ADP) capacity
within the DIT.

The project was initially envisioneo as a relatively short
term, 27 month, effort with the PACD establishea as 31 December 1983.
With the satisfaction of the initial CP's on September 6, 1981, a PASA
agreement was signeo with the U.S. Internal Revenue Service (IRS) to
provige necessary technical assistance ana training in the U.S.

As of 31 December 1983 a total of 46 months of technical
assistance, long ana short term, has been proviceo uncer the project.
USAID has also provicea, (or assistea in the provision of ),
approximately 450 person months of appropriate training for DIT
employees. The aavisors have made substantial progress in the

gevelopment of a tax aaministration capacity particularly in respect to.

ACP applications. Achievements of the effort to assist the DIT are
cetaileg 1in Annex E, summary of experience. More cetailea summaries of
progress to aate can be founa in: (1) Annex H to the original project
paper, wnhich 1s a summary of assistance activities prior to the
Project; (2) PES 83-1, which cetails project progress through 3/31/83;
ano (3) the Tax Team Aavisors monthly reports to IRS. The
aforementionea cocuments are incorporated by reference into this
project paper amencment.

The project evaluation, completec in March 1983, indicated
that circumstances nao changea considerably from those which prevailed
guring project cesign, ana recommenaed an extension of the PACD. The
PES abstract anc relateo corresponoence are inclucec in Annex I.

Since the completion of the PES, the DIT, USAID, and IRS have
haa an opportunity to further assess progress in view of the results of
initial cycle of self-assessment. One increasingly eviaent problem was
the technical limitation of the existent automateo data processing
(ADP) system in respect to the increasea gocument processing
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requirements of self-assessment. IRS/TAAS provided a consultant who
completea a status report/analysis of the computer function within the
OIT. The consultant's finainys ana the DIT's experience in
self-assessment were the focal points of the IRS annual project

review. The review consisteo of a series of oiscussions between IRS
Commissioner Egger, IRS/TAAS Director Ormeroa, DIT Director Abdulla
Nsour, ano USAID Director bBollinger. The proposed project extension
is, in effect, a result of the program review ang the USAID Jordan PES.

The project was originally envisionead as a short-term
infusion of assistance to help the DIT with the cevelopment of selezted
statf resources. Over the course of project implementation, factors
affecting the DIT have changeo consicerably.

l. As explainea in the PES, the DIT went through an
aaministrative upheaval in 10/8l1 which resultea in the aismissal of
virtually the entire assessment/audit staff ang a significant number of
management personnel. Thus the auoit/assessment function is now
staffeg with relatively new personnel.

2. The GOJ is placing increasing reliance on the internal
generation of revenue, especially since the orop in Arab aid. The
realization of increasea income tax revenues has become an issue of
ever increasing importance tor the GOJ.

3. As a part of a general effort to improve the system for
aagministration of inccme tax, the GOJ passed a new tax law in 1982.
The new law provicea for the conversion from agency assessment to self
assessment. The new law also enhancea greatly the authorities of the
OIT to implement an effective system of income taxation.

The Income Tax Assistance Project has to date been
successful with significant achievements getaileo in the PES. Yet, as
notea above, the circumstances have changeo. The original concept of a
short-term infusion of assistance no longer represents an acequate
approach to meeting tnhe DIT's requirements. Wwhile a number of short
range proolems coulo pe aocoresseo via the project as originally,
gesignea, the change in the operating environment clearly inaicates the
requirement/opportunity for more funoamental systems upgrading ana
institutional mooifications.

USAID Joroan has concluoed that the accomplishment of the
project purpose continues to represent a high cevelopmental priority
ano that tne most appropriate course of action is to convert the
project into a longer term effort focuseo oirectly on institution
builoing ano technology transfer.

1. The conversion to self-assessment is a complex ungertaking
ouring wnich the entire organizational ano procecural structure af the
DIT must cnange. The initial cycle has been a qualifieo success which
in turn, has inoicateo the scope of the task aheaa. The IRS is
uniquely qualifieo to assist the DIT through the early stages of this
oifficult process.



2. To fullfill its mandate, the DIT will need to modernize its
institutional structure ang capacity. As a part of the project
extension, the Tax Team will assist in the cevelopment of two new
organizational units within the DIT; (1) a System/Procedures/Analysis
(SPR) group; ana (2) A Public Information/Training Section.

These two units will provice the broacened institution building
focus for the amendea project. The SPA group will enable the DIT to
develop a capacity for ongoing review, ano system design/modification
which it ooes not now possess. The public information/training section
will be cevelopea in recognition of the ongoing responsibilities of the
Department to inform the public about income tax relatea requirements
ang the ongoing nature of training requirea for the technical staff.

3. The effective utilization of state-of-the-art data processing
systems as well represents a significant opportunity for technology
transfer ano institution builaing. The DIT has reachea the limits of
it's first generation of computer haroware/software ang must change to
more efficient automateo methoas of processing ang manipulating cata.
The DIT has movea ahead to procure the necessary new haraware and has
requestea assistance in ocesigning ana implementing the new systems
which are requirea.

To accomplish these institution building effort objectives will
require a PACD extension until 12/31/86 ana an aooitional $1,000,000.
These funos will be useo tc provice acoitional technical assistance and
training.

11.b6. Project Purpose ang Strategy

l. Project Purpose

The project purpose remains as statea in the original praject
paper; the enhancement of the institutional capcity for income tax
aaministration witnin the GOJ. The approach by which the project
purpose is attaineo will be mogifiea, hcwever. The amenament
anticipates more funoamental institutional changes ano strengthening
than gio the original project. The project purpose will te achieved
primarily through growth ano cevelopment of three organizational units
within the DIT; the systems procecures anc analysis group; the public
information training section; ana the computer section.

The SPA group, ocescribeo more fully in section II D, Project
Outputs ana in Annex G, will by the ena of the project, be able to
continue most of the tasks performeoc by the Aavisors i.e. the
continuing process of review/mogification af systems and procedures,
ang the analysis of tax compliance ang revenue cata.

The PIT section will pe able to continue the ongoing process
of preparing ana aisseminating guigance, instructions, ang exhortations
to the taxpayers. The section will also plan ano monitor in service
training programs.
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The function of the computer section will be more clearly
cefinea. A new computer system will be installed and new programs
written and implemented. By oroject completion, the Computer Section
should be able to maintain the new system and make programatic
alterations ang mooifications within the general framework of the
system.

The growth ano development of the three organization elements
shoula be ingicative of the achievement of the project purpose. The
functioning of the three units should be reflected throughout the DIT
with significant improvement in systems/procedures in respect to the
assessment ana collection functions.

The GOJ remains ceterminea to implement an effective income
tax ana recognizes that the principal constraint is the technical
capacity of the DIT. ODespite very severe budgetary limitations the GOJ
is firmly committeo to the continued gevelopment of the DIT into an
organization capable of effectively implementing income taxation. This
committment has been gemonstratea recently by:

- the construction of a new building for the DIT;

- the increase in staff from about 275 in 1980 to about 400
tocay;

- purchase of computer haroware to supplement the current
system ana the gecision to invest in a new computer system
for the DIT; ana

- the passage of a comprehensive revision to the income tax law.

I1. B. 2. Beneficiaries

The project extension does not after the project beneficiaries as
inoicateo in the original project paper.

I1. B. 3. Sector Goals

The overail goals of the Project remain as statea in the
original Project Paper: (1) to increase the generation of comestic
revenue; ang, (2) to strengthen the capacity for public administration
within the GOJ. The principal assumption to the achievement of the
goal of increaseg financial self-sufficiency is that improvements in
the technical capacity for tax administration will be reflected through
agoitional revenues. The principal assumption to the achievement of an
enhanceo capacity for public aaministration is the degree to which the
OIT is aple to play a more effective role within the GOJ. It shoula be
restateg that the Income Tax Assistance Project as an indivigual
activity, will neitner oring the GOJ to financial self-sufficiency nor
alter significantly overall public agministration within Jordan. The
Project is one measure aimea at assisting the GOJ in these directions.
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While the project goals remain unchangeo, it is appropriate
to note the change in the economic environment which has occured since
the original project cesign, and to reexamine the role of income
taxation in relation to the changea economic circumstances. Lastly, it
is worthwhile to review the progress to date towara the sector goals.

Financial Self-Sufficiency

The Project Paper notea the GOJ pusuit of the goal of financial
self-sufficiency, ano inaicatea that increasing dependence on
concessicnary foreign fimancing represented a constraint to
development. The Secono Five Year Plan (SFYP), 1981-1985, expressed
the GUJ intent to increase comestic revenue generation to 100% of
current expenditure, (from e2% in 1979). The SFYP nonetheless placed
consiceraole reliance on foreign assistance to fung the developmental
effort. Table 1 compares SFYP projections with actual results for the
periog 1981-1983. As preoicteo in the PP, Foreign Assistance did not
meet expectatiors. The plan envisioneo a total of 1,205 Million JOD in
foreign grants ano concessionary loans for these three years of the
plan perioa. Actual assistance amounteo to 760 Million JD or 63% of
the projection. The reouction was reflectea in reducea capital
investment. Interestingly, SFYP objectives in respect to the current
account have so far peen realizea. UComestic revenues actually exceeoed
projections. Table 2 ingicates that domestic revenue grew at an
annualizea rate of 20.5% for the perioa (1981-1983).

Current expenaitures increaseg at an annualizeo rate of 10.1% auring
the same perioo ano roughly matchea SFYP projections. In view of the
sluggish state of the Joroanian economy, attributable to factors
largely peyono the GOJ control, the success in increasing domestic
revenues ana holaing current expenaitures in check is noteworthy ang
represents an important achievement. The GOJ is very much on target in
it's projection for comestic revenues to equal current expenoitures
ouriny the plan petioa. The following table inaicates progress to date
in respect to the percentage of current expenoitures coverea by
gomestic revenues.

PLAN ACTUAL
1980 68.9%
1981 71.6% 79.0%
1982 79.2% 83.0%
1983 84.3% 88.3%
1984 91.9% 99.2% (BUDGET)
1985 100.4%

Actual buaget results for the perioa 1980-1983 are inocicated in Table 2
Income taxation has played an important part in achieving the SFYP
domestic revenue obj)ectives. As indicateo in table 3, income taxes
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increasea from 27.9 Million JD in 1980 to 48.1 Million J0 in 1983, an
annualizea increase of 19.9%. Over a 5 year period (1978-1983) income
taxes have graoually increased as a percentage of total tax revenue
(21.1% 1n 1983). Income tax as a percentage of total domestic revenue
has remainea relatively constant at about 12.3%. Thus the increase in
income taxes has paralled the overall growth in comestic revenues.
The increasing importance of income taxes in respect to the reduction
in Arab assistance is cemonstrated in tie growth of income tax as a
percentage of total revenues ana yrant assistance from 5.6% in 1979 to
9.2% in 1983. The rate of increase in income tax revenues is expected
to slip somewhat in 1984 to 8.4% ouz to the state of the economy .,

Table 4 inaicates the GOJ reliance on increases in non-tax revenues in
1984.

Progress_towara the achievement of the Sector Goal

Consigerable progress has been achievea towaro the realization of the
project goal ouring the perioo 1981-1983. An ingicator of goal
achievement getaileag in the project paper was the increase in income
tax collections of 15% over revenues c.timateo without project
assistance. The Economic Analysis projecteo targets towara that
objective. Actual results for 1981-1983 have closely parallea
projections. Revenues for 1983 amounted to 48.1 Millior JD's ccmpared
to estimates of 46.9 Million JD's. Revenue increases were achieved
cespite the recguction of the tax rates by approximately 25%, and the
reducea rate of growth in the economy. These factors were apparently
offset by tne introouction of self-assessment, aro the identification
of aaoitional taxpayers. The Project Paper inaicates the ability to
implement tax policy as an ingicator of the goal of improving the
capacity for public aaministration. The relative success to date in
implementing selt-assessment gemonstrates the DIT's improved capacity
for the implementation of a fundamental change in tax policy.

Summary

Increasea financial self-sufficiency, ana the improvement of the
capacity for public aaministration are stated GOJ policy objectives
which USAID supports.

The Secona Five Year Plan and USAID planning documents igentify these
goals as important issues in Jcrgan's economic aevelopment. The Income
Tax Assistance Project aims at assisting the GOJ towara these
ocjuctives. The extension of the Project is consistent with USAID and
GOJ policy in view of the success of the activity to date.



TABLE 1
BUDGETARY RESULTS vs,SFYP PROJECTS, 1981-83

( JD MILLIONS)

AVAILABILITIES/EXPENDITURES
(a) IN EXCESS OF (LESS THAN)

SFYP ACTUAL/EST. PLAN
A, Available Funds:
1. Domestic Revs. 970 1,065 95
2. Budget Suggest 732 521 (211)
3. Loan Repayment - 10 10
4. Current Revs. 1,702 1,596 (106) (b)
S. Current Exps., 1,230 1,274 ( uu)
6. Current Account
( 4-5) 472 372 (150)
7. Foreign loans &
Technical Assistance 473 239 (234)
8. Net Available
( 647 ) 9us. 561 (384)
B. Deficit Financing 98 : 186 . 88
C. Capital Expenditures
of which: 1,043 747 (296)
1, Ordinary 275
2. Plan Investment 768

Notes: (a) Actual for 1981; Preliminary for 1982 & 83
(b) Expenditures greater than Plan equals reduction
in funds available for plan investments,

Sources: Central Bank: Monthly Statistical Bulletins and Annual Reports
for 1981 and 1982
Budget Law for 1984
National Planning Council, Second Five Year Plan for 1981-8S5,



A. Revenues

1. Domestic

a. Tax

2. External

a. Arab aid
b. Foreign Loans

-3, Other (Loans repaid)

B. Expenditures

1. Current
2, Capital

a. Development
b. Ordinary

C. Deficit

Notes: (a) Actual
(b) Preliminary
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TABLE.. 2

CENTRAL GOVERNMENT BUDGET, 1980-83
( JD MILLIONS)

1980¢2)

507.0

% Rate
of Inec.
1081¢®) 1982(®) 14g3®)  1ago.g3
§98.5  606.6  629.5 7.5
309.2  360.2  396.0 20.5
233.0  260.9  296.6 19.3
76.2 99.3 99.4 24,6
282.0  246.0  231.5 -6.2
206.3  184.5  130.0 -13.8
75.7 61.5  101.5 9.2
7.9 0.4 2.0 -
647.1  656.3  T17.7 8.4
391.5  433.8  449.0 10.1
255.6  222.5  268.7 5.8
226. 198.8  N.A. N.A.
29.4 23.7  N.A. N.A.
48.6 49,7  88.2

Sources: Central Bank, Monthly Statistical Bulletin, Jan 1984,
and Annual Reports for 1981 and 1982
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TABLE 3

GOJ INCOME TAX REVENUES
AND PERCENTAGES, (1978 - 1983)

1978 1979 1980 1981 19823/
Income Tax Collections
JD (000,000,0) 18.6 22,4 27.9 40,0 43.5
Income Tax as a % of
total tax revenue 19.3% 18.9% 20.5% 23,.4% 22,0%
Income Tax as a % of
domestic revenue 11,7% 11,9% 12,3% 12,.9% 12.1%
Income Tax as a % of
domestic revenues and
grants assistance 7.7% 5.6% 6.5% 7.8% 8.0%

1/ Preliminary results

Sources: Central Bank, Monthly Stat. Bulletine,
Jan 84 and annual reports for 1981 and 1982,

19831/
48,2

21,1%

12,2%

9.2%

1% K



Income and Profit Tax
Customs Taxes

Other Taxes

Subtotal

Licenses

Fees

Port, tel €& tel
Subtotal

Interest and profits
Other revenues

Totals
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TABLE 4

GOJ DOMESTIC REVENUES 1983-1984

DOMESTIC REVENUES - JD MILLIONS

1983, RESST.

48,171
158,630
21,798
228,599
22,573
38,438
21,526
82,537

56,191
28,679

396,000

984, PROJ,

52,200
170,000
23,000
245,200
30,400
47,640
34,935
112,975

56,500
34,325

449,000

7.26

34,67
23.94
62,29
36.88

0.55
19.69

13.38

N



1I1.C - Project Inputs

The total project cost, as indicated in section IV is
approximately $3,483,000. AID inputs consist of technical assistance
ana training and total $2,000,000 for the 64 month span of the
project. GOJ contributions are estimatea to be the JD equivalent of
$1,483,000 consisting of appropriate managerial/technical staff
support, counterparts, provision of a computer and related costs, and
facilities/service support for the IRS technicians.

1. AID Inputs - Technical Assistance

The project originally callea for a total of 72 months of IRS
technical assistance. The total technical assistance unger the project
will be increasea to 142 person months. A total of 46 months of
assistance were provicea through 12/31/83. The project extension
through 12/31/86 requires an adoitional 96 months of assistance. This
will consist of: the services of 3 long-term aavisors, ( a team leader
for 32 months, two ALP agvisors for 24 months each), and 16 months of
short-term assistance.

A . Long-Term Aavisors

The aovisory team will consist of three long-term aavisors
supplementea by short term aavisors. The long-term advisors will have
a general knowleoge of all areas of tax aaministration and specilized
skills.

Team Leager/Compliance Aavisor

The Compliance Aavisor is responsible for assisting the DIT in
developing the institutional capacity to assure the highest possible
cegree of taxpayer compliance with the new tax law. This involves the
following areas.

(1) Taxpayer motivation: The advisor will make appropriate
recommengations regaraing tax taw, administrative policy, ano internal
proceoures aimea at motivating ana facilitating taxpayer compliance
with law.

(2) Assessment Efficiency: The aavisor will assist the DIT in
geveloping ano refining the system of assessments, assessment review,
ang appeais.

(3) Collection Efficiency: The advisor will assist the DIT in
assuring that agequate collection systems ano procedures are

establisheo.
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The compliance Aavisor is also a generalist in the field of
tax aoministration ang is expecteo to provide guidance and assistance
as necessary in administrative areas such as organization, management,
training, ana personnel. The Compliance Advisor will also serve as
Tean Leacer with overall responsibilitity for the implementation of the
Project. Team leacer responsibilities inciuce the following:

(1) Serves as principal advisor to the Director of the DIT
ang other appropriate DIT officials. Aavises ano offers
recommengations on all aspects of income tax administration.

(2) Supervises girectly all IRS ana contract personnel
assignea to the Project. Assigns tasks and evaluates performance of

suboraoinates.

(3) Liaises ano coorainates with (a) the USAID Project
Officer and other USAID Officials; (b) the Tax Aoministration Advisory

Services Division of IRS (IRS/TAAS); (c) the Director of the Income Tax
Department ano other GOJ officials.

(4) Developes specific project elans, reports, and other
communications requirea by USAID ana IRS/TAAS.

(5) Monitors all contracts ana agreements uncer the training
component of the project.

Data Processing Aovisor - Systems

The System Aavisor will work primarily with the Systems,
Proceoures, ana Analysis (SPA) group. The Advisor's role will be to
provige guioance ang oirection in oeveloping a capacity for the
following:

(1) Analysis of manual ana ADP neeads, ano preparation of the
getaileg plans requireo for implementation of systems to meet
those neeas.

(2) writing Programmer Requirement Packages (PRP's) for programs
to be written by the Computer Section.

(3) Develop test cata ana precetermirea results for systems
acceptability testing (SAT). Testing of programs written by
the Computer Section to insure tney function as intendea.

(4) Reviewing, analyzing ano writing proceoures to cetail
agocument processing from the mcment of receipt to final
oisposition for both manual ano ACP operations.

(5) Conouct feasibility stucies for proposed computer support.

(6) Train users of computer outputs how to use reports
effectively ang how to request aocitional computer output for
new or special neecs.
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(7) Develop a plan for the orderly conversion of ADP operations
from the ola system and hardware, to the new. This will
include identification of programs and files requiring
conversion ana time frames required for the conversion
process.

hhile the role of the Systems Aavisor will be aavisory, he
will perform his task by dgemonstrating the work to be performed and by
proviaging on-the-Job training to the systems staff. The Systems
Aavisor has a major role in the evolution ano cevelopment of the SP&A
group as well as in the computerization of the Department of Income Tax
functions.

Data Processing Aavisor - Programming

The Programming Advisor will work with the Computer Section in
developing the programming skills necessary to support and maintain the
Department's computer installation. The advisor will provide guidance
ang airection to the programming staff anag assist in writing computer
programs as aeemea necessary. His specific auties will include the
following:

(1) Aavise on proposed haraware, software and relatea equipment
requirea by the Department.

(2) Aovising on site preparation, installation, acceptance
testing, review of bonas ana guarantees and maintenance and
servicing arrangements.

(3) Provice the programming staff with job training in COBOL
programming ano other available software.

(4) with the assistance of his counterpart, the aovisor will
oversee the mooification ano writing of all computer pr~grams.

(5) Levelop ana aocument operating proceaures for computer
operations (i.e. back-up proouction files) anac develop a
system oesignea to scheaule ana control the associated
computer work flow.

(6) Develop ano aocument programming standaras for all
programming activities, i.e. naming conventions, testing
conventions, copy libraries, proouction libraries, etc.

Short-Term Technical Assistance

A total of le months of short-term technical assistance is
inclucea for specializeo expertise where requireo, ang to provide for
assistance beyona the work-loaa capacity of the long-term aavisors. A
total of 3-5 months of short-term assistance will be required to
provice gata processing assistance prior to the arrival of the
long-term aovisors. An accitional 2 months of short term assistance
wlll be requireo to replace the Compliance Aagvisor ouring his home
leave. A total of 6 months of short term assistance is allocated for
the cevelopment of the Public Information ano T..aining Section.
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The following list is representative of the functions which may
be adaressea by the short-term advisors. It should be noteu, however,
that primary objectives of the short-term aovisors are to exploit
targets of opportunity and to provide specialized assistance when
problems occur in the course of implementation.

Feb-April 84 Short-term ADP assistance 3 months
April-May 84 ADP Asssistance 2 months
June-July 84 Tax Compliance Assistance (Re-

placement of Compliance Advisor) 2 months
Sept-Nov. 84 Public Information/taxpayer assist. 2 months
April-May 85 Revision of training plan and assist

to Training Office. 2 months
July-Aug. 85 Auait Techniques/methoas 2 months
October 85 Public Information Assistance 1 month
April-May 86 Monitor Public Information ana

Training efforts. 2 months

AIC Inputs-Training

Training represents a continuing project focus. The original
project viewea training in the context of participant training through
the IRS/INTAX program, ang in the cevelopment of a training capacity
within the DIT. Wwhile the general framework of the training component
remains the same, the project will be airectea more towards institution
builoing. Project objectives are to be adgressed through the
organizational growth of two new work groups or functions with the OIT,
the Systems, Proceaures ang Analysis Group and the Public Information
ana Training Section, ana through the improvement of the Computer
Section. The training component of the project will address
specifically training neeas of these entities in acaition to other
agreea upon training neeas of the DIT.

. Participant Training

1. INTAX

The Project originally envisionea 8 DIT participants in the Intax
Program. As of 12/31/83, only 3 participants have completed the
course. The INTAX Program is a particularly appropriate training
opportunity for staff assignea to the SPA, and 6 staff members will
attena the course over the life of the project. Adoitional special
programs will oe oevelopea in conjunction with the INTAX to provige
specializeo training in similar groups in the IRS. A total of 6 other
supervisary or senior level employees within the DIT will also attend
INTAX seminars as well with specializea follow-up programs arranged
arouna their functions within the DIT.



2. Specialized Training

a. Public Information and Training Section

Specializea training programs will be organized either in IRS
or in an appropriate institution for staff members of the Public
Information ana Training Section (PIT). The training would consist
primarily of observational training opportunities in IRS training anc
taxpayer information centers coupled with appropriate short courses.
Training courses of approximately 3 months in length will be provided
for 2 employees.

b. Systems Proceoures ana Analysis Group

In acoition to training under the INTAX Program, 3 months
Training courses in statistical analysis will be provided to 2
employees of the SPA group.

c. Computer Section

The project originally notea the neea for on-going data
processing training particularly in respect to programming and system
gesign/analysis. It was also recognizea that the small size of DIT
mage impractical an in-house cata processing training capacity. With
USKID assistance, the DIT attempteo to prepare with the University of
Joroan a self stuoy course. A number of lesson modules were prepared
ano testea by the DIT ano tne LOJ. Results were not encouraging.
Several points were quickly evigent:

- The nature of the subject material mandatec use of the English

language as opposea to Arabic. Most of the students oig not
possess the necessary backgrouna.

- Self Stuay as a learning mechanism was culturally foreign to many
of the stucents.

- The U0J was not capable of preparing the lesson modules in a
manner that was ungerstangable to the students.

In view of the results of the testing of the actual modules
cevelopment of the self study course has been curtailed.

Specializeo training for the Computer Section will be performed
in a more tracitional manner. Training ang evaluation of potential
will oe carriea out as on-the-job training by the IRS agvisor. As
canaicates of sufficient technical backgrouno ano language capability
are iocentifieo, specializea training courses through IRS or another
institution will be arrangeo. Courses of approximately 6 months are
envisionea for 3 empioyees.
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B. Development of the Training Capacity within the DIT

The training function within the DIT has become well established
in certain areas. Basic training courses for newly hired
auditors/assessors in accounting, auditing and tax law have been most
successful. With the use of resources within the DIT and those
providea by AID approximately 150 employees have received a total of
450 months of training. The training courses which were ceveloped are
continuing for new employees hireo as a result of normal
turnover/attrition and for increases in staff necessitatea by the
conversion to self-assessment. Through the end of the project USAID
will continue to assist the DIT in the presentation of the following
courses for newly hirea assessors:

- basic ang advancea accounting for income tax
- Auaiting
- Tax Law

USAID will also assist the DIT in the cevelopment ana
presentation of additional in-service courses including English
language training. In accorgance with past practice USAID will
consiger financing, on a case by case basis, a portion of the DIT's
out-of-pocket costs for the presentation of the training courses. By
the ena of the project the DIT shoulao be prepared to present all of the
basic traininy courses as an in-hourse training function through the
Public Information ana Training Section.

3. AID Inputs - Local Consulting and Other Services

In agoition to personnel resources to be proviced by IRS the use
of some services available within Jorgan are anticipatea. The
requirements for such local services inciuce up to 15 person months of
aagaitional programming or other cata processing expertise and the
services of a biiingual aaministrative assistant for 24 months.

Programming ana Data Processing Assistance.

Given the small size of the DIT ang the nature of the ongoing
requirements in the area of cata processing, it is unrealistic to
expect the ocevelopment of a programming ana systems/design capacity
which is capabie of performing complete (or very major) revisions of
the computer programming system. Exercises such as the development of
the programs for the new computer are exceptional circumstances. The
DIT can expect to gevelop computer section personnel to an aavanced
maintenance levei. From this perspective DIT should be able to operate
existing programs ana make minor programatic moaifications to the
programs to accomogate changes in procecures, ana new or moaified
information requirements. The requirement will exist, however, for
OCCasional aavanceo programming expertise where the requirements exceed
staff capabilities. Ouring the course of the project the aovisors will
seek to iaentify ano utilize as neegec agoitional assistance from
capable local firms, institutions, or indiviouals.
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Billingual Administrative Assistant.

Project experience to date has inaicated the need for clerical
ano aaministrative assistance in excess of what the DIT can reasonably
provice. Particularly with a basic team expanded to three long-term
aovisors there will be a constant requirement for secretarial,
translating, ano routine support services, in addition to that
available to the counterpart groups. In the past many of these
clerical services have been performed by the Advisors themselves which
is an ineffective use of their time. To resolve this problem a local
administrative assistant will be hired for a period of approximately 24
months to provice required clerical and aaministrative support.

4. GOJ Inputs

GOJ inputs will total approximately $1,483,000 over the life of
the project. Project inputs through the original PACD of 12/31/83 are
detaileoc in the original PP ano amount to $551,000. The GOJ inputs
have been estimated for the period of project extension as $931,000,
ang are oetaiieu within this section. GOJ inputs consist of: (1)
support to technical assistance; (2) support to training effarts; (3)
the provisicn of a computer ano relatea equipment/software; ana (4) GOJ
Personnel.

(A) Support to Technical Assistance

The GUJ wiil oirectly support the AID financed technical
aovisors ang the counterpart groups through provision of office
facilities, supplies, ano reiateo operational support. The GOJ
contribution uncer this input is estimated to be $145,500.

a. The GOJ will provice office space ana facilities for the
three long-term aovisors, short-term agvisors, and counterpart
personnel assignec to tne SPA group anc the PIT Section. Facilities
incluces necessary office furniture and equipment, office supplies,
telephone ano other requireao services.

b. The aovisory team anag counterpart personnel will require
ather support services ano personnel on a regular basis incluaing the
following: (1) secretarial services in arabic ana english; (2)
messenger services; (3) local transportation as required; and (4)
printing, photocopying etc.



- 20 -

(B) Support to Training Efforts

The GOJ contribution to the training component consists of:
(1) provision of an agequate training facility; (2) employee time to
serve as trainers or instructors for courses carried out as an in house
function; (3) employee time for employees who will be trained; (4)
approrr-ate materials ana equipment for the continuation of training
beyona the life of the project; and (5) international travel costs for
specializea training in the U.S. and other sites outside of Joraan.
The value of DIT support to the training component of the project is
estimatea to be $290,600.

(C) Computer ana related costs

The GOJ will supply all necessary computer haraware ang
relatec costs as a part of it's contribution. The initjial computer
cost (the first generation of data processing equipment) was purchased
ana installed by the DIT in 198l anag was considered a part of the GOJ
contribution to the project. The project extension envisions the
purchase ana installation of a new computer system agesigneco to
accomogate the DIT's expancea requirements attributable to the
changeover to self-assessment, ana the expanded utilization of
automatea ocata processinyg in tax aaministration.

The IFB for the new computer system was issued in 12 October
1983. An IRS gata processing consultant offerea comments on the terms
ana conaitions of the IFH prior to the issuance. The contract was
tentatively awarced in March 1984 to Data General. The final award is
expectea by 30 April. The new computer system ana related costs are
consigered a GOJ contribution to the project in the amount of $327,400.

In view of the anticipated leag time until the new computer
system is installea ana operational the DIT has been requirea to
upgrage the existing system to permit an expansion of the data base.
The agoitional equipment requirea to upgrade the existing system is
similarly consicerec a GOJ input to the project. The new equipment
purchasea is vaivec at $z1,600.

(D) GOJ Personnel

The total contribution of GOJ personnel is valued at
approximately $226,900. This input consists of counterpart personnel
ana other project relatea employee time.

For purposes of cefinition, counterpart personnel will be
employees assignea to the SPA ana the PIT work groups. As inaicated in
section II D, Project Gutputs, minimum staffing levels far the groups
are 6 professional employees for the SPA, ang 4 employees for the PIT.
A minimum of two counterparts will also be assignea from the computer
section to work with the Programming Agvisor assigned to that group.
Thus, the GOJ contribution for counterpart personnel is calculatea as
tne staff cost of 1z professional employees, or $226,900, for the
perioa of the project extension.



I1I.D. Project Outputs

The Project extension can best be viewed from the perspective of
the refineo project outputs. The revised outputs indicate that the |
project purpose willi be achieved through the organizational cevelopment
ano growth of selecteo sections of the DIT ano through technology
transfer.

A. Output 1: A functioning Systems, Procedures and Analysis (SPA)
Group.

The operational functions of assessment ang collection are the
central focus of the DIT. The efficiency and utility of the
operational functions is completely depenoent upon the systems, throu%h
which work is performea/reviewea/analyzed. Similarly, the results o
operations must be analyzea with finaings presentea to management in a
coherent form. The DIT Must have an organizational unit capable of
designing/testing/reviewing ana implementing information ano document
processing systems, both manual ano automated. The group must also be
capable of adoressing statistically the requirement of monitoring
compliance. The task of oesigning information ano gocument processing
systems, both manual ano ADP, ana analysis falls to the SP & A group.
The SP&A group is more fully gescribea in Annex G.

Output No. (1) is tnerefore the establishment of the SPA group
within the DIT. The SPA group will consist of 6-10 appropriately
qualifieo employees who will serve, as a group, as counterparts to the
IRS Agvisors. At project completion it is anticipated that this group
wiil be able to continue the ongoing review anao moaification ana design
of systems ano proceoures ana provige the DIT with an analytic capacity
which i1t ooes not now possess. Specific inoicators which will ingicate
ouput achievement are as follows:

- Assignment of quaiifieo staff, consisting of both ADP and
management analysts, to full time outies with authority to make
inquiries in all parts of the DIT.

- Capacity for ongoing review ana moaification of existing systems,
ana aevelopment of new manual ana automatic systems.

- Oevelopment of a manual of procedures for each activity within
the cepartment.

- Monitoring anao reporting the level of conformance of DIT
personnel with written praceagures.

- Preparation of statistical reports of compliance patterns.

8. Output 2: Complete Conversion to the Self-Assessment Tax System.
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The DIT recognizes the benefits to be derived from a system in
which each taxpayer assesses his own tax. The DIT's first attempt at
self-assessment began in 1983. The number of self-assessment documents
fileo exceeceao even the most optimistic ano informea estimates. With
the experience gainea the DIT is now ready to increase the numbers of
persons requireag to file self-assessment cocuments annually which will
leaa to the complete conversion to a self-assessment system. Specific
ingicators of output achievement are:

a- An increasing numper of self-assessments (and self-assessment
auaits<) each year.

b- Decreasing number of agency assessments with gradual shift of
personnel assignec this duty to the task of examining
self-assessments cocuments.

c- Development of proceaures for systematic processing, review,
selection ana prioritization of self-assessment documents for

auoit within the statutory period of limitations.
C. Output 3: An Operational Automatea Data Processing System.

Output 3 refers to the projsct emphasis on the gevelopment of an
ROP system. because the shift to a self-assessment tax is accompanied
Dy an exponential growth in the number of acocuments to be processed,
the ability to utilize mooern electronic data processing equipment to
Support compliance efforts 1s essential to the success of the project.
This output is girectec towaras the cevelopment of ADP support through
the agaptation of existing systems to new haroware anag the gevelopment
ana implementation of new applications possible as the result of
€xpanceo computer capacity. The foliowing are ingicators of the
accomplishment of this output.

- Immeaiate sccess to correct and current taxpayer account
information.

- The apility to input, process ano utilize thirg party information
in the return selection anc examinaticn process.

- A current ano correct taxpayer master file.

- Ability to generate notices to taxpayers from computer files.
- Written procecures for correct cocument control.
- Ability to maintain or a~just existing programs anc to write

agaitional programs for ..ew applications anc tax law changes.

~
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L. Output 4: Public Information and Training Section.

The DIT has hag ano continues to have significant requirement for
training ano eaucational activities, includin? the requirement to
provioe taxpayers with the knowleoge ana skill to prepare
self-assessments. The committment to self-assessment also means that
the level of technical staffiny in the Department is much higher.
Normai attrition rates will require regular training classes for newly
hirea assessors. The quantity ano quality of material now requirea to
meet these changing neeos justifies the employment of specialists whose
sole function is the preparation ano presentation of eoucational
materials. These tasks fall to the Public Information ana Training
Section (PITS) which is more fully oescribea iri annex H.

Output No. 4 is tnerefore the aevelopment of a small unit of 4-5
employees within the DIT with the responsipbility for the preparation
ano presentation of taxpayer eaucation materials, guioance, ano
instruction. Tne group will also ceveiop, coorainate, and monitor
training activities internal to the DIT particularly in respect to the
onygoing training for new assessors/augitors. Specific indicators which
woula illustrate the development of a Public Information ana Training
capacity are:

- The concuct of an annual public information campaign to keep the
public aware of their annual self-assessment responsibilities.

- The vevelopment ano presentation to the public of an ecucational
campaign leaging to increasea accounting ano recora keeping for
tax purposes.

- Preparation of interpretative materiais to guige the public
through the preparation of self-assessment tax returns.

- Preparation ana preseatation of job-specific training courses for
assessors/auagitors.

I11. Analiyses

A. Economic Feaslbiliity

The economic feasibility analysis remains as presented in the
original project paper. The economic relationship to the project goal
of 1ncreaseo revenues ano tne progress to cate towara goal achievement
are agoresseag in Section II A 3, Sector Goals.

8. Social Sounaness

The social sounaness analysls remains as presentec in the
original project paper except in the context of equity unger the tax
law. The new tax law is oiscussea in the PES.



C. Technical Feasibility

The technical feasibility analysis remains as presented in
the original project paper.

D. Aaministrative Feasibility

The aaministrative feasibility analysis remains as presented
in the original project paper. In respect to the administrative
environment, the PES aiscusses fully the reorganization of the DIT
which occurrea in October 198l.

E. Environmental concerns

The environmental analysis ano determination remains as
presentea in the original project paper.

Iv. Financial Plan ang Analysis

The Income Tax Assistance Project is an institution builaing
activity. Although generation of revenue is the raison d'etre of the
DIT, the revenue is the result of law, ana not economic activity. The
OIT is not therefore a revenue prooucing entity for purposes of
financial analysis. The scope of the financial analysis of the project
is therefore limitea to: (A) buogetary analysis; (B) a review of
contingencies ana inflation; ana (C) a discussion of project financial
implementation. Oiscussion of recurrent cost aspects of the project
ang the financial management capacity of the DIT remain as presented in

the original PP.

A. Buogetary Analysis

The revisea buaget is summarizeo in Table 5. The total
project cost is estimatea at $3,482,500. AID inputs total $2,000,000
ano incluoe the provision of technical assistance ano training. GOJ
1nputs total $1,48%,500 or 43% of project costs ano inclucge: ?a)
support to the technicians; (b) support to training inputs; (c)
commoaities in the form of computer equipment; ana (a) the provision of
counterpart personnel.

This project paper amenament extenas the life of the project,
proviges aaaitional funaing, ano moaifies somewhat the direction of the
project. These changes are reflectea in Table é which ingicates the
original project buaget for the U.S. contribution ano the line item
changes to the original buoget estimates.

S
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The increased funaing for technical assistance reflects
the 1ife of project requirement for 142 months of assistance rather
than the 60 months originally planned. Requirements for participant
training have similarly increased. The original estimates incluced a
total of 26 months of participant training. The revised estimate will
provige 72 months of such training. These increases in technical
assistance ano participant training are consistent with the institution
builaing emphasis of the activity. The new project outputs include the
formation of two new work groups ana the strengthening of the Computer
Section. The adoitional technical assistance ana training is focused
upon these three organizational elements. The Technical Assistance
Component of the revisea project buogcet also contains a provision for
local consulting ano other services to supplement the efforts of the
Aagvisors ano DIT personnel resources. These services will enable the
DIT to cevelop ongoing reiationsnips with local firms ano inoivicuals
who can be usea to supplement the DIT's resources in the areas of
programming after project completion. The revisea buaget ingicates a
relative reauction in the U.S. contribution to the gevelopment of an
incountry training capacity. This change is reflective of progress
which has been realizeo to cate. In certain fielas, specifically
accounting, auaiting, ano tax law the DIT now possesses this training
capacity ana courses have been conducted with success. As more
in-servicew is performec with UIT resources less AID funaing is
requireo.

Table 7 inaicates actual project expendgitures through
12/31/83 ano the project resources requirea for the balance of the
project. A totai of $5689,700 of the original grant of $1,000,000 has
been utilizeo. The remaining funding of the original grant of $410,300
ang the aocgitional grant of $1,000,000 will provige 96 months of
technical assistance 62 months of participant training ang additional
support to in-country training.

B. Contingency ano Inflation

Buayet tables have pbeen preparea to conform with guioance
containea in State 234165 (83) ano State 052165 (83). Amounts are
inoicatea in constant collars with March 1984 as the base perioag.
Local currency costs are convertea at a rate of .370 J0 = $1.00. In
accoroance with Ne/OP guigance, a physical contingency provision has
been aocea to all base year costs, except expenditures incurred prior
to 12/31/83. A physical cantingency of rate of 5% has been useag rather
than the usual provision of 10% inacicateo in State 052165. The 5%
factor is usea in that project implementation is relatively
straightforwara. Technical assistance costs are obtainea through a
PASA with IKS. The salary scales, benefits, ana support requirements
for technicians are known in sufficient cetail for planning purposes.
The bulk of participant training will be through the INTAX training

y
3L
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program ano the costs are also known. While the exchange rate for
local currency can fluctuate somewhat it can be expected to remain more
or less stable, ano in any event, less than 30% of the U.S.
Contribution will be through local currency. The U.S. contribution
ocoes not contain any commooity costs. There are no significant
uncefin=g elements of the project. Thus,a physical contingency of 5%
should be quite acequate. The total physical contingency for the U.S.
contribution is $62,900.

As inoicateo in the Financial Implementation Plan, Table 8,
physical contingencies have been adoed to projected expenditures on a
quarterly basis. Inflation factors have been calculated on a
cumulative basis using the rates proviced in State 234165. For dollar
costs the following annual factors were usea: 7.5% for 1984; 7% for
1985; anc 6.0% for 1986. The annual factor for L/C costs in Jordan was
7.5% for the perioo of project implementation. The total inflation
provision calculateo for the project extension period is $90,200.

C. Project Financial Implementation

Table 8 inoicates project financial implementation planning
froml/1/84 through the PACD of 12/31/86 a perioa of 36 months. AID
inputs to the progject will eno with the ceparture of the Team
Leager/Compliance Aavisor in Aug/Sept. of 1986. The adaitional period
of 3 months until the PACD is intenceo to accomodate any slippage.

The key factor is financial implementation planning is the
timely arrival of the two acoitional long-term aovisors, (the Team
Leager/Compliance Aovisor is on-site). Project Flanning envisions the
arrival of the two accitional aovisors for assignment in July/August
1984.

The principal mechanism for project implementation is a PASA
agreement with the IRS for the necessary technical assistance. As the
PASA agreement is in existance, it neeo only be amencea. Because aof
the specializeo nature of the expertise to be proviceo there is no
realistic aiternative to the IRS for assistance in the fielo of tax
administration. It shoulo however bne noteo that Data Processing
skills are in great oemano worlo wice. Although IRS will use it's best
efforts to locate qualifieo personnel, there is a possibility that the
IRS may be unable to provice both of the Data Processing Aovisars
requirea. In this circumstance USAID Joroan woulo seek the necessary
services on a contractual basis, (oirect or host country) outsice of
the PASA, the funoing for which woulo be corresponoingly reduced. The
financial implementation plan i1noicates that locai consulting services
will be utilizeo to supplement DIT resources, from time to time. These
services will be obtaineg through a host country contract, financed by
AID, on a case by case basis.

33
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Training costs for participants will be implemented through
the PIG/P process and through IRS. It is anticipated that most
requireo participant training will be provided directly by IRS.

Project implementation ano methods of financing can be
summarizea as follows:

AMOUNT (000
PASA Reimbursement to IRS 1028.4
PASA relatea Mission Costs Direct Payment 461.0
Participant Training Costs Fung Transfer 204.4
HCC for consulting ano
other services Reimbursement 64.8
Incountry Training Costs Direct Payment or
Reimbursement 88.3
Contingencies ana Esca-
lation N/A 153.1
Total Funding 2,000

Internal Control ang Auoit

The Income Tax Assistance Project has a very low level of vulnerability
in respect to the payment process. A total of 1,232.8 or 67% of
project financing wili be oisbursea through internal fund transfers for
the PASA ana participant training. Mission support costs are normal
operating expense costs wnich are proviocec in accorcance with USAID
Jorgan policy, with little risk in the payment process. The remaining
project financing will be usea for in country services which will be
monitorea oirectly by the IRS aavisors in adoition to USAID Jordan
staff.

The necessity for financial auait of the project is similarly minimal.
IRS is responsible for the internal audit of PASA costs and related
internal control requirements. Training through AID/W will be aucited
in conjunction with normal provisions for DIT operations. Mission
support costs are straightforwara operating expense activities
performeo uncer the Amman JAO function and oo not represent a high
auoit potentiai. The remaining project funas total only 8% of total
financing ano represents services which are reimbursed, Or paia
agirectly after performance.

3



INPUTS
Input No. 1-Technical Assistance

Long-Term Technical Assistance
Short-Term Technical Assistance
Consulting and Other Services
GOJ Support for Technicians

Input No. 2-Training

Participant Training in the U.S.
Development of Capacity for In-
country Training

Input No, 3 - Computer Equipment

Input No., 4 - GOJ Personnel

Project Cost
Provision for Contingencies

Provision for Inflation and
Price Escalation

TOTAL PROJECT COST

TABLE 5

REVISED
SUMMARY BUDGET
U.S. $ (000.0)

U.S.

1,554.2
1,206.9

282,5
64.8

292,7
204, 4

88.3

1,846.9

62,9

90.2

2,000,0

28

148,5

145,5

290.6
102.3

188.3

574,6

382.1

1,392.8

42.0

47,7

1,482,5

TOTAL

1,699,7
1,206,9
282,5
64.8
145,5
583.3
306.7

276.6

S74.6

382,1

3,239,7

104.9

137.9

3,482.5
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TABLE 6

U.S. CONTRIBUTION

29 -

ADDITIONAL FUNDING FOR EXTENSION

U.S. 8 ( 000.0)
ORIGINAL ADDITICNAL
INPUTS BUDGET FUNDING
Input 1 - Technical Assistance 751.4 802.8
Long-Term: 557.1 649,8
PASA Costs 381.3 426.8
Mission Costs 175.8 223,0
Short-Term: 194,3 88,2
PASA Costs 158,9 61.4
Mission Costs 35.4 26.8
Consulting and Other Services 64.8
Input 2 - Training 2u8,6 by.1
Participant Training: 105.6 98.8
INTAX 105.6 10.0
Specialized Training 88,8
Development of Capacity for )
Incountry Training 143.,0 (s4.7)
Project Cost 1,000.0 846.9
Provision for Contingencies 62.9
Provision for Inflation 90.2
TOTAL PROJECT COST 1,000.0 1,000.0

REVISED
BUDGET

1;554,2
1,206.9
808.1
398.8
282.5
220.3
62.2

64,8

292,7
2044

115.6
88.8

88.3

1,846.9
62.9
90.2

2,000,0
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TABLE 7

Detailed Budget
U.S. Contribution
U.S. $ (000.0)

Inputs Expenditures
to 12/31/83
P/M Dols.
Input No. 1
Technical Assistance u6 549.2
Long-term Advisors 36 4i1o.4
PASA Costs - 295.0
Mission Costs 115.4
Short-term Advisors 10 128.9
PASA Costs 109.9
Mission Costs 19.0
Consult. and other Serv. 9.9
Input No. 2
Training 10 ho.s5
Participant Training 10 18.8
INTAX 18.8
Specialized Tralning
Development of Training ) 21.7
Capacity /Incountry Training
Project Cost 589.7
Provision for Contingency
Provision for Inflation
Total Project Cost 589.7

Expenditures
1/1/84-PACD
P/M Dols.
96 1005.0
_so 796.5
513.1
283.4
1s 153.6
110.4
43.2
54.9
62 252.2
62 185.3
96.
T 88.8
66.6
1257.2
62.9
90.2
1410.3

Revised Total Budget

P/M  Dols. FX LC
142 1554.2 1151.3 402.9
116 1206.9 931.0 275.9
808.1 808.1
398.8 122.9 275.9
26 282.5 220.3 62.2
220.3  220.3
62.2 62.2
64.8 64.8
72 292.7 197.6 95.1
72 204 .4 1gg.g g.g
48 115.6  108. .
% 88.8  88.8
88.3 88.3
1846.9 1348.9 498.0
62.9 4s5.4 17.5
90.2 64.9 _25.3
2000.0 1459.2 540.8
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TANLE. 8
FINAICIAL INPLINMDNTATION PLAN

u,s. $ (000.0)
TOTAL
ry ss CXronITn
LXreo [a ] rv es YOTAL = = = = = QURTIRS « = = « = = = = = = 1A/ -
TROULCY  TURMOUGH I/A/0870 - - -TY 88 (QAKTERS - --- TORAL - - - = TY 83 QUARTDRS - - - tet 7d 3cd “h PACD
TOTAL 12/31/8) 9/30 /88 201 Ird Sth st el Jed Sth
U.S. InMITsS
TYechnlical Asslstence 1954,2 49,2 290.9 37.2 65.0 196.7 3088 106,7 76,3 110.0 90.% n.? 108,68 1.0 78.2 $9.3 1008.0
long-term 1206.9 810,08 2007 21.2 26.7 156,90 3008 86.0 “.N . 80.° 207,68 s, 9 7.0 (SN} 3.3 798.%
Short -term 82,9 120.9 75,8 10.6 29.6 A N 8.3 18.9 29.¢8 29.% 10.9 - 10,6 - 153,68
Local Consult, (- N ] °.9 10.6 $.8 0.7 L% ) 1.3 1.0 9.9 2.9 2.9 80 1.0 1.8 1.2 - N9
Treining 192.7 vo.s 7.9 [ N ) .87 19,6 1189 3.4 (LIS I 1 B 8.2 $9.8 .s 1280 2¢.0 3.8 252.2
Participant 208,08 10.8 37.3 26,2 11.1 103,9 . ‘11.1 37,3 22.2 w8 22,2 72.2 - 185.6¢
Incountry 00,3 2.7 36.6 8.6 19,9 0.9 15,0 3.0 3.0 3.0 3.4 18.0 3.0 3.0 3,8 3.6 .0
U.S. Project Cost 1086, 9 589.7 372.0 4S8 110.7 2163 $03,3 183,08 9.2 181.9 116, 381.1 110,08 107.8 101,2 1.9 1287.2
Provision for Contingency 62,9 - 18,6 2.3 $.9 10,0 23,2 7.2 .6 7.8 $.) 19.1 s.8 .8 s.1 3.1 62,9
Provision for Inflation 90.2 - .2 - - N2 N0 $.7 .8 11,7 1.2 ' $2.0 12,6 18,2 .0 10.8 0.2
Total U.S, Project Cost 2000.0 $09.7 339,06 8.1 116.2 1.3 %62, 1%8,7 101.2 173,2 1.} i 852,2 128,8 127,22 121.1 75.84 80,3
GOJ _IMITS .
GOJ Support to Techniclens 185,93 6,0 22,3 7.8 7.8 .8 1.7 7.0 7.8 7.8 13! 20,7 7.8 7.0 7.8 7.8 0.7
0 Mupport to Treining 290.6 108.9 w.1 12.2 2.8 19.8 75,0 20.1 15.6 21,9 10.% .2 10.7 17.3 9.1 °.1
Participant Training 102.3 20,8 17.9 - 10.3 7.2 39,2 10.9 6.8 12.8 9.3 17.8 9.9 6.1 - -
tacovatry Trelning 180.3 70.9 3.6 12,2 12,2 12.2 3s.6 9.2 %2 .1 9.. 36.6 9.2 9.2 9.1 9.1
Coamjuter Cquip/Commodities EILN ] 223.6 9.0 .6 - 377.0
GOJ Personne) 392.1 198.2 32,8 10.0 10.8 10.9 7.2 0.3 w3 3,3 n, 9.2 2.3 .3 .9 2.9
A0J Project Cost 1392,0 $31.1 7.9 s2.0 €o.? 38,2 2027  51.0 0.3 8.2 W 101.1 $0.0 a0 vo.» %o,
Provision for Cantingency 2.0 - 7.9 2.6 2.0 10.3 10.1 2.6 2.6 2.7 2. 9.0 2.8 2.3 2.0 2.0
Provieion for Inflation .7 - 7.2 - - 7.2 180 2.0 2.9 .2 S.0 2.5 6.0 s.¢ 6.0 7.3
TOTAL OOJ Projwct Cost 1982,5 $31.1 8.0 N6 2.7 " 390,7 228.8 $6.8 $2.% 60.1 $7.3 216.6 $0.9 8.3 4,2 $0.2
TOTAL Project Cost ne2.8 1160,0 3.6 102.7 159.9 622,06 709.3 213.1 133.7 231.3 191.¢ 40,0 107.8 105.9 170.3 123.6



V. Implementation Plan

The following key project implementation actions have been

completea through 3/31/84.

Project Agreement signeo 8/8l
Implementation Letter No. 1 issuego 8/81
Initial CP's satisfieo 9/81
PIO/T issueo ano PASA Agreement signea 10/81
Long-Term ADP Aavisor/Team Leacer arrives 10/81
Short-Term Collection Aovisor arrives for

1l month assignment 11/81
Short-Term Compliance Aovisor arrives for

2 1/Z months assignment 2/82
Two participants cepart for 3 months of

raining at IRS INTAX seminar 3/82
Short-Term Training Aovisor arrives for

2 month assignment 3/82
Comprenensive training plan submittea to
AlD for approval 5/82
Short-term Compliance Aovisor arrives for

1 month TOY 7/82

Remaining CP on in-country training satisfieo 8/82
DIT signs agreement with University of Joroan

for assistance in oceveloping ADP training to

be funoceo by AID 9/82
Long-term Compiiance Aovisor arrives at post. 10/82
Short-term Meoila Aovisor arrives for 1 month.

TOY to heip with publicity for self-assessment 11/82
IRS/TAAS Director arrives for Program feview. 12/82
Snort-term ACP training Specialist arrives for

2 month TOY to neip University of Joroan with

the cevelopment of ACP Course. 1/83
Mio-term Project gvaluation compietea. 3/85
Director General of DIT completec observational

training visit to IRS anc CIAT conference 6/83

Lata Processing Consultant completea 1 month
assignment anc preparea survey of reviseo computer

ano cata processing requirements. $/83
IRS Commissioner ano IRS/TAAS Director holgo
annual IRS project review. 10/83

PACD extengeg to 12/31/84 as temporary measure

until acoitiaonal project oevelopment work

completeo. 11/83
Services of short term oata processing con-

sultant obtalnec to keep system operational

prior to arrival of long-term aovisors. 11/83
Data Processing Systems Aovisors arrives for
3 month TOY. 2/84

€



The following are target cates for project implementation
activities.

Three participants cepart for IRS INTAX seminar 4/84
Project paper completec ano approved. S5/8¢
Amenoment to Project Agreement signed 5/84
PIO/T ana PASA amenceo providing for extension

of IRS services. 5/84
Long-Term Data processing Advisors arrive

for tour 7/84

Short-Term agvisor arrives for 2 month
assignment in the area of public information/

training. 9/84
DIT satisfies covenant to Project Agreement
by assigning staff to SPA group. 9/84

Three participants oepart for INTAX seminar 10/84
Annual IRS/USAID Project review ana aevelopment

of reisea work plan 11784
New computer (financeo by GOJ) installeo,
testeo ano operational 12/84

Training Aavisor arrives for z month assignment
to review training plans ano assist in opera-

tions of PITS. 4/85
Three participants oepart for INTAX ano
specializeo training. 4/85

Lirector General of DIT attenas CIAT conference 6/85
Short Term aavisors arrives for 2 month assign-
ment to provioe assistance in the area of

augit techniques. 7/85
Interim project evaluation completeo. 8/85
Three participants cepart for INTAX ana

specializeo training. 10/85
Annual IRS/USAID Project Review and development

of specific work plan. 11/85
Public information aavisor arrives for 1 month

TOY. 10785
Three participants aepart for INTAX seminar ang
speciallzeo training. 4/86

Training aavisor arrives for 2 month TOY to
monitor ano sovise on in-house training efforts. 4/86

Final IRS/USAID Program Review. 7/86
Long-Term ALP aavisors Depart. 7/86
Compliance Aavisor/Team Leacer ceparts. 10/86
PACD. 12/86
Final Project Evaluation. 6/87
T00. 9/87

HO
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Project Implementation

The revisea project life is approximately 66 months
(8/81-12/86). The initial project was anticipated to last 30 months.
The extension through 1586 will provige an adaoitional 36 months. As a
working methocology the IRS tax team prepares a cetailea annual work
plan in November of eacn year, wnaich specifies the tasks which the
Ravisors will unoertake.

During the perioo of the project extension, the Agvisors will
work generally within the framework of the newly establisheg work
groups, the SPA ano the PITS, ano, with the Computer section. Annex J
is a summary of the activities to be uncertaken which will leac to the
accompiishment of the project purpose.

The activities are groupea under general objectives which
correspono broaaly to the Project outputs:

- Management/Aaministration: creation af the SPA group.

- Training: Creation of tne Public Information ano Training Section.
- Self Assessment ano returns examination.

- Coliections ano Taxpayer igentification.

- Automatea Data Processing.

Project Monitor’ngy

Project monitoriny willi be performeo in the manner ocescribea in
the original project paper

Vi.® Evaluation Plan

Tne project nas unoergone an initial interim evaluation in March
1983 approximately 18 months after the project began. The results of
tnat evaiuation were incorporatec into this project paper amenoment.
Original project aesign envisioneao two evaluations with a final
evaluation o months after project compietian.

In view of the project extension through 12/31/86 ang the
institution ouilaing nature of the revisea project, USAID will arrange
for another interim evaluation in agaition to the final evaluation at
project completion.

l. The interim evaiuation will take piace approximately one year
after the arrival of the two acoitional long-term aavisors, ana the
establishment of the two new work groups, the SPA ana the PIT The
evaluation will focus on the following areas.

Al
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a. Progress of the DIT in providing adequate personnel for
the new work groups ano the computer section

b. The operational status of the new computer system and
progress in oeveloping/implementing the new programs ano
relatea proceoures.

c. Achievements of the new work groups in respect to the
project outputs anc project purpose.

2. The final evaiuation woulo take place within six months of
the ceparture nf the aagvisors ang the completion of the project. The
final evaluation woulo be broaa in scope ano woulo review the averall
progress of the DIT. Particular emphasis would be given to the oegree
of success with which the ULIT is able to maintain the systems cevelped
ouring the project ang to continue to make improvements ano
mooifications to the system. The evaluation team woulc have full
access to ana araw heavily on the results of the IRS evaluation. It is
anticipatec that a senior IRS official woulc participate in the
evaluation.

Specific attention wiil be given to the foliowing:

a. Capability cevelopea within the DIT to continue existing
programs ana implement improvements after project completion.

b. The quantity ano quality of training conducteo within the DIT.

c. The extent to which implementeo systems are conoucted

ingepencently by Departmental employees with minimum
assistance from the aavisors.

USAID project evaluations will utilize statistical cata cevelopec
Dy tne IKS as both baseline oata and as a measure of progress in
assessing tne achievement of project outputs, project purpose, and
goal. Evaluation personnel arawn from AID/wW, if any, woulo in all
probability be oirect hire personnel ano accoroingly funcea from
operating expenses. Shoulad project monitoring or the initial in-house
evaluation incicate imoiementation aifficulties, aocaitional evaluations
may De SCheouleg as requireag.



VII. Conditions, Covenants, and l'ogotiating Status
A. Conditions Precedent to Disbursement

No conditions precedent to disbursement are envizioned in
the amendment to the Project Agreemcnt.

B. Special Covenants

The following special covenant will be included within
the amendment of the Project Agreement,

The Grantee covenants that it will within 180 days, except as
AID may otherwise agree, establish within the DIT the two new work
groups described within Annex 1 to the Agreement, and assign a
sufficient level of qualified staff to the groups.
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ANNEX A

LOGICAL FRAMEWORK

PROGRAM-SECTOR LEVEL

NARRATIVE SUMMARY: THE BROADER OBJECTIVES TO WHICH THIS PROJECT
CONTRIBUTES:

To increase the generation of damestic revenues,

To enhance the capacity for public administration

within the GOJ.

VERIFIABLE INDICATORS: MEASURES OF GOAL ACHIEVEMENT:

Income Tax Revenues to increase at the same rate or a greater rate as

other tax revenues,

Increased ability to implement effectively tax policy
MEANS OF VERIFICATIOM:

GOJ Tax collection and statistical data.

IMPORTANT ASSUMPTIONS:
1. Continued economic stability and growth.
2. Improvements in tax administration will lead to greater revenues.

3. Tax law changes do not decrease base or reduce tax rates.

PROJECT LEVEL

NARRATIVE SUMMARY: PROJECT PURPOSE:

Modernization and improvement of GOJ tax administration capacity.

I
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VERIFIABLE INDICATORS: CONDITIONS THAT WILL INDICATE PURPOSE HAS BEEN

ACHIEVED: END OF PROJECT STATUS:

1. New organizational units functioning and able to continue independently
after project completionm,

2. Self assessment implemented and a capacity to continue efforts to
monitor and improve compliance.

3. New computer system and programs in place and the capacity to operate
ongoing systems efficiently.

4., Improved record keeping, reporting, and analysis through the use of

computers,

MEANS OF VERIFICATION:
1. Review training record of USAID and GOJ status reports,
2. Review and anlaysis of collection and assessment statistics.

3. Examination of computer output reports.

IMPORTANT ASSUMPTIONS:
Continuation of present management commitment of support and participation
in (a) implementation of necessary systemic changes, and (b) staffing and

training to provide for continuing capability.

OUTPUTS

A. Output 1: A functioning Systems, Procedures and Analysis (SPA) Group.

VERIFIABLE IMDICATORS

- Assignment of qualified with authority to make inquiries in all parts
of the DIT.

- Capacity for ongoing review and mofification of existing system, and
development of new manual and automated systems.

- Development of a manual of procedures for each activity within the

department, l/(f



B.

Monitoring and reporting the level of conformance of ITD personnel
with written procedures.

Preparation of statistical reports of compliance patterms.

Output 2: Complete Conversion to the Self-Assessment Tax System.

VERIFIABLE INDICATORS

An increasing number of self-assessments (and self assessment audits)
each year.

Decreasing number of agency assessments with gradual shift of personnel
assigned this duty to the task of examining self-assessments documents.
Development of procedures for systematic processing, review, selection
and prioritization of self-assessment documents. for audit within

the statutory period of limitations.

Qutput 3: An Operational Automated Data Processing System

VERIFIABLE IMNDICATORS

Immediate access to correct and current taxpayer account information.
The ability to input, process and utilize third party information in
the return selection and examination process.

A current and correct taxpayer master f£ile.

Ability to generate notices to taxpavers from computer files.

Written procedures for correct document handing.

Ability to maintain or adjust existing programs and to write additional

programs for new applications and tax law changes.
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D. Output 4: Public Education and Training Section.

VERIFIABLE INDICATORS

- The conduct of an annual public information campaign to keep the
public aware of their annual self-assessment responsibilities.

- Tie development and presentation to the public of an educational
campaign to leading to increased accounting and record keeping
for tax purposes,

-  Preparation of interpretative materials to guide the public
through the preparation of self-assessment tax returns.

- Preparation of presentation of a training course for assessors which

is job-specific to the ITD,

MEANS OF VERIFICATION:
1. Review of programs and procedures in operation,
2, Personnel documents and interviews,

3. Ixamination of facilities, documentation and operational records.

IMPORTANT ASSUMPTIONS: ASSUMPTIONS FOR ACHIEVING OUTPUT:

1. Active management support for appropriate changes required to implement
tax system modifications.,

2, GOJ provides adequate incentives to attract and retain qualified ADP and

other personnel,

INPUTS:
NARRATIVE SUMMARY
AID Technical assistance and training.

GOJ Project support, GOJ personnel and ADP eguipment



VERIFIABLE INDICATORS: IMPLEMENTATION TARGETS (TYPE AND QUANTITY):

AID 1.
2,

3.

142 staff months of assistance; 116 long term and 26 short term
72 staff months training

Support of training facility

Office space, facilities and supplies.
Counterparts and support staff working with the advisors

Availability of computer and data entry equipment

MEANS OF VERIFICATION:

AID AID Mission files

GOJ On-site inspection.

IMPORTANT ASSUMPTIONS: ASSUMPTIONS FOR PROVIDING INPUT:

GOJ will made adequate resources available for required personnel

and support.



Annex B

AID/W Project Extension Approval
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STATUTORY CHECKLIST

I. COUNTRY CHECKLIST
II. PROJECT CHECKLIST

Listea below are statutory criteria
applicable to projects. This section is
oivicea into two parts. Part A.
incluges criteria applicapie to all
projects. Part b. applies to projects
funoea from specific sources only: 6.1
applies to all projects fungea with
Development  Assistance  Funags, B.2.
applies to projects fungea with
Development Assistance loans, ano b.3.
applies to projects funoea from ESP.

CRUSS REFERENCES: IS COUNTRY
CHECKLIST WP TO
DATE? HAS
STANDARD ITEM
CHECKLIST BEEN
REVISED FOR THIS
PROJECT?

A.  GENERAL CRITERIA FCR PROJECT

l. FY 1982 Appropriation Act Sec. 523;

FRA SeC. 654R; SeEC. 653(D)

(a) Describe Frow authorizing ang
appropriations committees of Senate
ang House nave bpeen or will be
notifieo concerning the project;

(b) is assistance within
(Uperational Year cuoget) country
or internaticnal organization

airlocation reporteo to Congress (or
not more than $i million over that
amount)?

<. FAA Sec. 6li (a)ll). Prior to
obligation in excess of $100,00
will <twnere oe (a) engineering,
financial or other plans necessary
to carry out the assistance anag (b)
a reasonably firm estimate of the
cost to the U.S. of the assistance?

Yes

(a) Normal Congressional Notification

proceagures will be follawea.

(b) Yes.

(a)Yes.

(b) Yes.

Chy

~—



FAA Sec. 6ll(a)(2). If further

legislative action is requiread
within recipient country, what is
basis for reasonable expectation
that sucn action will be completea
in time to permit orgerly
accomplishment of purpose of the
assistance?

FAA  Sec. 611(b); FY 1982

Appropriation Act Sec 501. If for

water or water-relatea land
resource construction, has project
met the stancares and criteria as
set forth in the Principles ana
Stancaras for Planning water ano
Relatea Lano Resources, oateg
October 25, 19737 (See AID
Hanabook 3 tor new guicelines.)

FAR Sec. 611 (e). If project is
capltal asslstance (e.g.,
construction), anc all u.S.
assistance for it will exceec $1
million, has Mission Director
certifiea anua Regional Assistant
Agministrator taken into
consigeration the country's
capability effectively to maintain
anc utilize the project?

FAA  Sec. 209. Is project

susceptible to execution as part
of regional or multilateral
project? If so, why is project
rot so executec? Information ana
conclusion whether assistance will
encourage regional cevelopment
programs.

FAR Sec 60l(a). Informaticn anag
conciusions whether project will
encourage efforts of the country
to: (a) increase the flow of
internationat trace; (b) foster
private initiative ano
competition; ana (Cc) encourage
gevelopment ana use of
cooperatives, ano crecit wunions,
ano savings ano loan assaciations;
(a) aiscourage monopolistic
practices; (e) improve technical
efficiency of inaustry,
agriculture ana commerce; ano (f)
strenythen free lapor unions.

No further
required.

legislative action s

N.A.

N.A.

Project is not susceptible of such
execution ana there is no present
inoication that it will contribute to
regional development programs.

(a) The project provices technical
services from the Internal Revenue
Service improved tax aaministration.
Little impact in the 60l(a) area is

envisionea.



8.

10.

1l.

12.

13.

FAA Sec. 60l1(b). Information and

conclusions on how project will
encourage U.S. private traoce ano

investment abroac anc encourage
private U.S. participation in
foreign assistance programs

(inclucing use of private trace
channels, ano the services of U.S.

private enterprise).

FAA Sec. 612(b), 636(h); FY 1982
Appropriation Act Sec. 507.

Describe steps taken to assure
that, to the maximum extent
possinle, the country is
contributing local currencies to
meet the cost of contractual ana
other services, ang foreign
currencies owneo by the U.S. are
utilizeo in lieu of dollars.

FAA Sec. 6l2(0). Does the U.S.
own excess foreign currency of the
country ano, if S0, what
arrangements have been macge for
its release?

FAA Sec. 60l(e). will the project

utilize competitive selection
procecures for the awarcing of
contracts, except where applicable

prccurement ruies allow otherwise?

FY 1582 Aporopriation Act Sec. 521.
If assistance is for the
procucticn of any commogity for
export, is the commogity likely to
De 1N SUIPLUS On worlo markets at
the time the resulting procuctive
Capaclly Ceccmes cperative, ang 1s
such assistance likely to cause
substantlal injury to u.S.
procucers of the same, similar or
CCmpeETING CCMMOO1Ty?

FAR 118(c) ano_(a). Does the
project comply with the
envirormentatl proceoures set forth
in AID Regulation 16? Does the
project or program take into
consigeration the proolem of the
cestruction of tropical forests?

49 <

No impact. The Project will fund
primarily technical services from the
Internal Revenue Service.

The Grantee will

contribute about
$1,483,000 toward this $3,483,000
activity.

Joraan is not an excess currency country.

Yes.

None of the assistance is for the

proguction of any commoaity for export.

Yes.

N.A.

(I

<



14,

FAA lzilg). If a Sahel Project,
has a getermination been mace that
the host government has an
adequate system for accounting for
ana controliing receipt ang
expenaiture of  project funas
(goliars or local currency
generatea thersfrom)?

FUNDING CRITERIA FOR PROJECT

Levelopment Assistance  Project

Criteria

Levelopment Assistance Project

Criteria (Loans only)

gconomic  Support Fung Project

Criteria

FAA Sec. 53l(a). will this
assistance promote economic or
political stapility? To the
extent possible, ocoes it reflect
the policy oirections of FAA
Section 1027

FRA Sec. 3531(c). wili assistance
unger this chapter be useag for
myiitary, or paramilitary
activities?

FRA Sec. 534. will ESP fungs be
Jusea to finance the construction
of, the operation or maintenance
of, or the supplying of fuel for,
a nuclear facility? If so, has
tne Presicent _ertifica that such
use of fungs is 1noispensapie to
nonproliferation objectives?

FRA Sec. 60y. If commooities are
to ope granteda sa that sale
proceeeos wlll accrue ta e
recipient cointry, have Special
Account (counterpart) arrangements
been maqge?

50

N.A.

N.A.

N.A.

Yes.

Yes

N.A.

N.A.



III. STANDARD ITEM CHECKLIST

Listea below are the statutory items

whlich normally will Dbe covereo
routinely in those provisions of an
assistance agreement cealing with its
implementation, or coverea in the
ayreement oy imposing limits on
certain uses of funas.

These items are arrangea uncer the
general heaaings of (A) Procurement,
() Construction, ang (C) Other
Restrictions.

A. Procurement

l. FAA Sec. 602. Are there
arrangements to permit U.S. small
business to participate equitably
in the furnishing of commogities
ang services financea?

2. FAA  Sec. e04(a). will all
procurement pe frcm the U.S.
except as otnerwise ageterminea by
the Presioent or uncer ocelegation
from him?

3. FAA Sec. 604(0). If the
cooperating country aiscriminates
against marine insurance companies
authorizea to 00 business in the
U.S., will commogities pe insureg
in the Unitea States against
marine risk wltn such a company?

4, FAA Sec. 604(e); ISOCCA of 1980

Sec. 705(a). Ir of fshore
procurement of agricultural
commogity or proauct is to be
financec, 1s there  provision
against sucn procurement when the
comestic price of such commooity
is less than parity? (Exceptian
where commooltyfinancea coula not
reasonably pe pracurec in U.S.).

N.A.

Yes

.The cooperating country aoes

oiscriminatg.

N.A.

not

SO

5§



5.

FAA Sec. 604(qg). will
construction or engineering
services pe procureo from firms of
countries otherwise eligible uncer
Coce 941, but which have attaineo
a competitive Capability in
international markets 1in one or
these areas?

FAA Sec. 603. Is the shipping
exciuoea from compliance with
requirement in section $0l(b) of
the Merchant Marine Act of 1936,
as amencea, that at least 50 per
centun of the gross tonnage of
commooities (computea separately
for ory bulk carriers, ory cargo
liners, ana tankers) financeo
shall be transportea on privately
ownea U.S. fiay commercial vessels
to the extent that such vessels
are availaple at fair ana
reasonable rates?

FAA Sec. ouzl. If technical
assistance is financea, will such
assistance be furnisneac by private
enterprise on a contract basis to
the fuslest extent praticaole? If
the facilities of other Fegeral
agencies wlii De utilizeo, are
they particularly suitabie,not
cumpetitive with private
enterprise, anc mace available
wlthout uncue 1nterference witn
aomestic programs?

Internationat Alr Transport. Failr

LOmpetltlve Practices ACt, 1¥/4.

If air transportation of persons
or property is financea on grant
basis, will U.S. carriers be usea
to the extent such service is
availaonie?

FY - 198z Appropriation Act Sec.

504. It the U.S. Government 1s a
party to a contract for
procurement, coes the contract
contain a provision authorizing
termination of such contract for
the convenience of the Unitea
States.

(a) Yes The Internal Revenue Service
has been provioing services to aate
unger this project. Continuation of
those services will satisfy relevant

criteria.

(b) N.A.

Yes

Only a PASA ang host country contracts
are envisioneo uncer the Project.

by



Construction

FAA Sec. 6&01(a). If capital

(e.g., construction) project, will
U.S. engineering anag praofessional
services to be usea?

FAA Sec. 6llic). If contracts for

construction are to be financed,
will they be let on a competitive
basis to maximum extent
practicaple?

FAA Sec. 620(K) . If for

construction of proauctive

enterprise, will aggregate value
of assistance to be furnishea by

the U.S. not exceea 3$100 million
(except for proouctive enterprises

in Egypt that were ocescribes in
the CP)?

Gther Restrlctlons

FAR Sec. 1lz2(t). If ocevelopment

loan, 1s interest rate at least 2%
per annum ouring grace perioo ang
at least 3% per annum thereafter?

FAA Sec. 301(a). If funo s

estaplisnea solely by u.s.
contriputions anu aoministerea oy
an international organization,
aces Lumptroller Generai have
auoit rights?

FAA Sec. 6z0uh). Do arrangements

exlst to 1insure that Unitea States
foreigh 3io 1s not usea in a
manner which, contrary to the best
interests of tne Unitea States,

promotes or assists the foreign
alo prnjects or activities of the

Communist-bloc countries?

S3 -

N.A.

N.A.

The project is for less than $100
million ana does not involve

construction of proouctive enterprise.

N.A.

N.A.

Yes

Lo



wWill arrangements precluce use of
financing:

FAA Sec. 104(f); FY 1982

ropriation Act Sec. 525: (1)

0  pay tor  performance  of
abortions as a methoo of family
planning or to motivate or coerce
persons to practice abortions; (2)
to pay for performance  of
involuntary sterilizations as a
methoo of family planning, or to
coerce  or provioe financing
incentive to any person to undergo
sterilization; (3) to pay for any
biomeoical research which relates,
in whole or part, to methoas ar
the performance of abortions or
involuntary sterilizations a&as a
means of family planning; (4) to
looby for aoortion?

FAA Sec. 620(g). To compensate

owners ror expropriatec
naticnalizeag property?

FAA Sec. 660. To provioe training

or aavice or provice any financial
support for posice, prisons, or
other law enforcement forces,
except for narcotics programs?

FAA Sec. 66Z. For CIA activities?

FRA  Sec. 636(i). ror purchase,

sale, .iong-term lease, excnange or
guaranty of the sale of motor
venlicies manutracturec outsioe
U.S., unless a waiver is cbtaineg?

FY 1Yo¢ Appropriation Act, Sec.
503. To pay pensions, annuities,
retirement pay, or agjusteo
service ccmpensation for military
personneli?

FY 1982z Appropriation Act, Sec.

505. Jo pay U.N. assessments,
arrearages or oues?

54 -

Yes. to all questions.

Yes
Yes (Improveg tax aaministration is not

consicerea "law enforcement”.)

Yes

Yes

Yes

Yes



h.

FY 1982 Appropriation Act, Sec.
506. To carry out provisions of
FRA Section 209(a) (Transfer of
FAR funos to multilateral

organizations for lenaing)?

FY 1982 gggrogriation Act, Sec.
. 0 finance the export O
nucliear equipment, fuel, or

technology or to train foreign
nationals i1n nuciear fielos?

FY 1982 Appropriation Act, Sec.
211, Q alo the erforts o e
government of such country to
repress the legitimate rights of
the population of such countr

contrary to the Universa
Deciaration of Human Rights?

FY 1982 Appropriation Act, Sec.
215, O be usec ror publicity or
propayanca purposes within U.S.
not authorizeo by Congress?

FY 1984 Continuiny Resolution.

Have all provisions of the FY 84 -

CR been cons10erea ana foowd to
be either inapplicabie or
satisfieq? These incliuce
prohibtions on assistance to the
PLU, SWAPU of various countries,
minority contracting
consicerations, restrictions in
the marotics area of preference
for private sector funciny where
practical.

SS

Yes

Yes

Yes

Yes

Yes

!

(W,



S5C(l) - COUNTRY CEECKLIST

Liscted below are statuzory
criteria applicable generally to
FAA funds, and criteria
applicable to individual fund
souzces: Development Assistance

and Economic Support Frund.

A GENERAL CRITERIA FOR COUNTRY

Noe
PLIGIBLITY

FAA Sec. 481; FY 1383 Appropriation

S6

1.
. Act Sec. T33.” Has it been determined

that the government of the

recipient country has
failed to take adequate

steps to prevent narcectic

drugs and other

controlled substances (as

defined by the
Comprehensive Drug Abuse
Prevention and Control
Act of 1970) produced or

processed, in whole or in
part, in such country, ot,

transported througn such
country, from being sold
illegall)y within the
Jurisdiction of such

country to U.S.
Government personnel or

their depencents, or from

entering the U.S.
unlawfully?

2. FAA Sec. 620(¢c). TIf
2ssistance 1S to a
covernment, is the
government liable as
debto: or unconditional

guarantor on any debt to
2 U.S. citizen for goods
0 services furnished or

crdered where (2) such
citizen has exhausted

available leczl remedies

and (k) the debt is not
cenied o:r contested by
such covernment?

BEST AVAILABLE DOCUMENT

No

No

CF‘
TGN



2=
FXA Sec. 620(e)(l). If

assistance 1S to a
government, has it
(including covernment
agencies or subdivisions)
taken any action which '
bas the effect of
nationalizing,
expropriating, or
otherwise seizing
ownership or control of
property of U.S. citizens
or entities beneficially
owned by them without
taking steps to discharge
its obligations toward
such citizens or entities?

- PAA Sec. 532(c), 620(2),

20(f). 620D: FY 2

e
ADDroOpriation AcCt Secs.

2 and 513. Is

recipient country a
Communist country? Wwill
assistance be provided to
Angola, Cambodia, Cuba,
Laos, Vietnam, Syria,
Libya, Irag, or South
Yemen? Will assistance
be provided to
Afghanistan or Mozambique
without a waiver?

ISDCA of 1981 sSecs. 724,
27 and 730. °Pfor

‘specific restrictions on

assistance to Nicaragua,

. See Sec., 724 of the ISDCA

of 1581. rFor specific
restrictions on
assistance to El
Salvador, see Secs. 727
and 730 of the ISDCA of
1681.

FAA Sec. 620(3j). Bas the

country permitted, or
failed to take adeguate
measures to 2revent, the
damage or cdes:ruction by
mob action of U.:..
property?

s7

No

No

N/A

No

UMY
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FAA Sec. 620(l). Bas th
country failed to ence:
into an agreement with
orIC?

FAA Sec. 620(0);
Fishermen's Protective
ACt 0f 1967, 2as amenaged
Sec. 5. (a) B8Sas the
country seized, or
imposed any Penalty or
sanction against, any

. U.S. £fishing activities

in international waters?

(b) If so, has any
deduction requized by the
Pishermen's Protective
Act been made?

FAA Sec. 620(ag): PY 1982

ADDrcpriation Act Sec,
517 (a) Bas the
government of the
tecipient countzy been in
default for more than six
months on interest or
principal of any AID loan
to the country? (b) BHas
the country been in
cdefault for more than one
year on interest or
Principal on any U.S.

loan under a program for
which the approrriation
5ill aporopriates funds?

FAA Sec. 620(s). ~If

contemplacec assistance
is develormen: loan or
£zom Zconomic Suppors
fund, has =the
Aéministrator taken iato
account the anount of
foreign exchance or other
zesources which the
count:y nas speat on
silitecy ecuipment?
(?efereﬁce may be made to
the annual *Teaking into

8

Yes

BEST AVAILABLE DOCUMENT



11.

12.

13.

" FAA Sec.

-4-

Consideration® memo:
*Yes, taken into account
by the Administrator .at
time of approval of
Agency OYB.® This
approval by the
Administrator of the
Operational Year Budget
can be the basis for an
affirmative answer during
the fiscal vear unless
significant changes in
circumstances occur.)

620(¢t).
countryv severe
diplomatic relations with
the United States? 1If
S0, have they been
resumed anc have new
bilateral assistance
agreements been
negotiated and entered
into since such
resumption?

Bas the

FAA Sec. 620(u). What s

the payment status of the
country's U.N.
obligations? If the
country is in arrears,
were such arrearages
t2zken into 2ccount by the
AID Administrator in
detezmining the current
AID Operational Year
Budget? (Reference may
be made to the Taking
into Consideration memo.)

FAA Sec. 620A: FY 1982
ADDrodriation ACt Sec.
520. 3as the country
arded or abetted, by
granting sanctuary from
prosecution to, any
indivicdual or group which
has committed an act of
international terrorism?
Bés the countcy aided or

No

Jordan has paid all of its
outstanding UN obligations.

No

No



14.

16.

_BEST AVAILABLE DOCUMENT

-5-

abetted, by granting
sanctuacy from
prosecuation to, any
individual or group which

has committed a war crime?

FAA Sec. 666. Does the

countzy object, on the
basis of race, religion,
national origin or sex,
to the presence of any
officer or employee of
the U.S. who is present
in such country to carry
out economic development
programs under the FAA?

FAA Sec. 66%, 670. Bas

the country, alter August
3, 1977, delivered or
received nuclear :
enrichment or
reprocessing equipment,
materials, or technology,
without specified
arrangements or
safeguards? Bas it
transferred a nuclear
explosive device to a
non-nuclear wearon state,
or if such a state,
either received or
detonated a nuclear
explosive device, after
August 3, 18772 (Fxa
Sec. 620FE permits a
special waiver of Sec.
669 for Pakistan.)

ISDCA of 1981 Szc. 720.

wWas the country
represented at the
Meeting of Ministers of
Foreign Affairs and S5eads
of Delecations of the
Non-rlicned Countries to
the :5th General Secssion
of the Ganerzl Assembly
of the J.N. o S2pt. 25
and 235, 1581, ancd fa:iled

60

No

See taking into consideration

memorandun .

L]



17.

BEST AVAILABLE DOCUMENT

-5

to disasscciate itself
Srom the cemmunique
issted? If so, has =he
President taken it inco
accouat? (Reference gav
be nade to the Taking
into Consideration memo. )

ISDCA of 1981 Sec. 721.
See special requirements
202 assistance to Baiti.

FONDING _SOURCE CRITERTA FOR
COUNTRY ELIGIBILTITY

l.

2.

Develcoment Assistance
Countryv Criteria.

4. FAA Sec. 116. 3as the
departnent of State
determined that this
government has engaged in
3 coensistent pattern of
gross violations of
internationally
recognized human rights?
I so, can it be
demonstrated that
contenplated assistance
will directly benefit the
needy?

Economic Supoort Pund
Country Criter:a

8. FAA Sec. 502B. Has
it beea cecerained that
the country has engacged
in a consistent Pattern
0L gross vic'ations of

‘internationally

recognizacdé ihunman cights?
If so, has :he counctry
wale such significans
inpreveients in its susas
.c¢hts record taas '

ninc suceh

NA

Neo-



.

b. ZS2CA of 1981, Ssec.
725(5). I1f ESF is =0 be
furnisheé to Azgentina, ’
has the President
certified that (1) the
Govt. of Argentina has -
made significant progress
in human rights; and (2)
that the provision of
such assistance is in the
national interests of the
U0.S.?

C. ISDCA of 1981, Sec.
726(b). I1f EST
assistance is to be
furnished to Chile, has
the President certified
thaet (l) the Govt. of
Chile has made
significant progress in
Buman rights; (2) it is
in the national interest
of the U.S.; and (3) the
Govt. of Chile is not.
aiding international
terrorism and haes taken
Steps to bring to justice
those indicted in
connection with the
murder of QOrlando
Leteliez?

N/A

N/A

b



PROJECT AUTHORIZATION
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May 6, 1984
Douglas L. Sheldon, Controller

Authorization to Amend the Income
Tax Assistance Project

Walter G. Bollinger, Mission Director

Problem: Your signature is required on the attached project
authorization amendment to provide an increase in funding of
$1,000,000 in the Income Tax Assistance Project and to extend
the Project Assistance Completion Date (PACD) to 31 December
1986, '

Discussion: The Income Tax Assistance Project was authorized

{n August 1981 with thé objective, or project purpose, of
enhancing the GOJ institutional capacity for income tax adminis-
tration. The Project Agreement was signed on 26 August 1981 and
provided $1,000,000 in AID funds.

A project evaluation in tarch 1983 recormended a project extension.
Significant changes in the Department of Income Tax (DIT) in
respect to the method of assessment and in the administration of
the department have presented an opportunity for an expanded effort
oriented towards institution building.

As detailed in the amended project paper the new project focus and
emphasis will require an extension of the PACD and additional funding.
The additional funding primarily provides the 90 person nonths of IRS
Advisory services to the DIT. Additionally, the PP makes provision
for Jordanian Technical and Administrative support for the DIT and
the IRS Team.

State 043142 dated 12 February 1984 provided an ad hoc delegation of
authority for you to approve the project paper amendment and authorize
the additional funding and PACD extension. ' ‘ "

State 065412 dated 6 harch 1984 indicated that a Congressional Noti-
fication on the subject project was forwarded 29 February 1984 and
would expire on 15 March 1984, State 130372 of 4 May 1984 advised
that the C¥ waiting period expired without objection.



Recommendation: (1) That you sign the attached Amendment of Project
Authorization, which will {ncrease the approved level of project
funding from $1,000,000 to $2 million extend the PACD to 31 December
1988, (2) That you sign the face sheet of Project Paper Amendment.

APPROYE:

Yalter G. Sollinger
Director, USAID/J

CONT:DSheldon:la

Clearances: DD:Glover
RLA:%0'Donnell
?0:TRishoi
?°G:Dleaty .
=G :YLibby
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BEST AVAILABLE DOCUMENT

FIRST AMENDMENT
T0

PROJECT ANUTEORIZATION

llane of Country : Hashenite Kinédom of Jordan
Jane of Project : Income Tax Assistance
Nunber of Project: 278-02u7

Pursuant to Section 532 of the Foreign Assistance Act of 1961,
as amended, the Income Tax Assistance Project was authorized
by the USAID/Jordan Mission Director in August 1981,, That
authorization is hereby amended as follows:

A. The Project is defined to consis} of inproving and
modernizing, through institutional developnent and
otherwise, the technical capacity of the Tepartment
of Income Tax.

8. The anount of funds authorized o= tha Project is {ncreased
by $1,000,000 to a new total anount of €2,000,000. Subject
to availability of funds in accordance with the A.I.D. 0Y3/
allotment process, obligation of this $1,000,000 increase
is planned over a one-year period froa the date of this
anended authorization. ,

C. The planned life of the Project (i.e., the ?roject Assistance
Completion Date) is heraby extendad to 31 Jecenber 1986, .

The original authorization, cited above, renains in force except
as hereby amended.

An anencaent to the Project Agresnent may be negotiated and
executed by the officer(s) to whom such authority is delegated

in accordance with A.I.9. regulations and delegations of authority,
sudject to the aove and such other terms and conditions as A,I1.D,
may deem appropriate, ‘

‘alter G, Bollinger
Director, USAID/Jordan

Clearances:

T:i2%%eldon

I T essy

PN Nonnell (AT

THCNLIbSy

——————————

e
PN.:""igkoi Date:

-n
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Summary of Prior Experience
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Annex E. Summary of Prior Experience

AID ana the IRS have provided assistance to the Department of
Income Tax through short-term technical assistance and training
activities, ana through the income Tax Assistance Project.

Assistance Prior to the Project

USAID supportea training for GOJ tax officials since 1963. A
total of 322 months of training was provided to 40 employees through
1980. From August 1978 through April 1981 approximately 20 months of
short term advisory assistance was provigcea to the DIT by USAID/IRS at
a total cost of approximately $215.000. An initial survey team
cgevelopeo a long-range plén and comprehensive analysis of the DIT's
requirements ang a long-range plan for implementation. Follow-up
visits were mace by USAID and IRS staff to review progress on
recommencations and to provice further assistance. The scope of
involvement ang accomplishments of pre project assistance are detailed

in Annex H to ““e original project paper
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Project accomplishments to Date

The success of short-term assistance prompted the GOJ to seek an
expansion of the assistance through the Income Tax Assistance Project.
The Project Agreement was signea in August 1981. The initial project
evaluation was completed in March 1983 and detailea progress through
the initial 18 months of project implementation. The evaluation
abstract is cantainea in Annex I to this project paper amendment.
Project accomplishments are also detailed in the IRS advisors monthly
progress reports. The attached report prepared by the IRS Aavisors
summarizes project activities ouring the last 12 months i.e. through 31
March 1984.
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REPORT OF STATUS AND SUMMARY OF ACCOMPLISHMENTS OF INCOME TAX ASSISTANCE
PROJECT AS OF MARCH 31,1984

I. BACKGROUND

Successive evaluations of the activities under the initial Income Tax
Assistance Project have occured in August of 1982, and in March, 1983. The
March, 1983 evaluation and summary was based upon a revised workplan which
eliminated elements of the original workplan which were accomplished, or which
were judged unfeasible based on the changing circumstances. This summary is
intended to be part of the foundation for a new and expanded effort to
increase the effectivness of the Department of Income Tax as a principal
contributor to the public finances of Jordan.

II. GENERAL OBSERVATIONS

As will be detailed below the strides made during the past 12 montns uere
modest, but measured against tha backdrop of the adverse circumstances into
which the Department was cast, they demonstrate a continuing committment to
place increasing reliance on the Income Tax system as a tool for public
finance. Some of the the more significant adverse circumstances which
hindered progress are ac follows:

1. As noted previously the Department was stripped of virtually its
entire technical staffing just prior to the beginning of the original project.
Thus while ADP advancements were possible, the ability of the department to
conduct any activity other than training of new tax technicians was almost non
existant. At the same time as the Department uas endeavoring to rebuild its
staff of about 80 assessors from almost nothing, the first round of self-
assesment clearly demonstrated the need for a staff of two to three times of
that which was required under the old agency assessment system. The
institutional strain produced in any organiztion which attempts to double or
triple in size is great; when that same organization is required to bootstrap
itself at the same time the challange is enormous. In retrospect, prior
evaluations and workplan revisions did not accurately foresee the impact the
1981 upheaval would have on the Department.

2. The late passage of the new tax law was noted previously as a problem
of timeliness, but the full impact of that statute was not realized until
later. Combined with a near universal underestimation of the number of
taxpayrs who would comply with the gelf-assessment law, was a lack of
appreciation for the impact that the reduction in the tax rate in the fourth
calendar auarter of the year and the concomitant requests for refunds would
have on the department. This tremendous workload highlighted the limitations
of the DIT's existing ADP hardware. Ultimately, requests for refund had to be
calculated, audited and checke prepared by hand. This process was barely
completed in time to release some employees SO that preparation for the 1983

self-asessment filing season could procede.

3. There remained a lack of what was termed an Organization and Methods
staff, or O&M grcup. In retrospect the reason for this is relatively clear.
There were barely enough %rained and qualified personnel to perform the front
line work. There was certainly not enough time to identify and develop peorle
into mid-level type positions as envisioned for the 0&M staff.
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4. As noted above the unanticipated geometric growth in the flow of
papers and documents resulting from the new tax law highlighted the
inadaequacies of the Department’s first generation ADP harduware. Aside from
the fact that it suddenly became too small for the workload, was the
additional circumstances that there was was a distinct lack of technical
progress among the programming staff in the Department, and the inability
to locate a replacement for the ADP advisor who completed his two year tour in

September and departed post.
II1. ACCOMPLISHMENTS DURING THE PRECEDING TWELVE MONTHS

Despite the significant problems noted aboves there has been a rather long
list of minor advances which, taken together, provides clear indicia of a
commitment to, and potential for the Department of Income Tax to become fully
functional and dynamic organiztion within the next two years. Some of the
more important activities and accomplishments are as follows:

1. The Department planned and executed a masssive recruiting and
training effort which has increased total staffing from near zero in 1981, to
450 as of March 31, 1984. Of this number, 215 are fully trained and qualified
assesssing officers, and another 1468 perform semi-technical tasks such as
collections, third party information technicians etc. The fact that there now
exists job catevories classified as semi-technical represents an advance in
that it recognizes that not all personnel must be fully trained as assessors.

2. The Department has institutionalized its field collection activity
and has eight full time persons assigned the task of researching delinquent
accounts and making contact with offenders. One benefit which is at least
partially attributable to this effort was an increase in the total revenue .
collected for the 1982 tax year despite a significant reduction in the rate of
ta» imposed on individuals.

3. In January of 1984 the Department launched without outside helpy its
second annual public information campaign to assist taxpayers wishing to
comply with the new self-asssessment tax structure. While the campaign was
largely a replication of the effort undertaken during the last filing season
with the help of an IRS specialist, it perhaps was instrumental in part in
insuring that self-assessment would not be a one year phenomenon as had been
the case in the recent past.

4, Although there was no formal O&M group formed withing the department,
there was some progress in the decision-making process in that direction.
Prior IRS surveys and reports noted a lack of cdelegation and consultation in
the decision-making process. During the past 12 months there was evidence of
staff discussion and delegation in areas of collections, examinations and ADP
planning. While there remains a lack of full staff participation and
research, the efforts in this area so far are encouraging and should lead to
the promotion of qualified employees to mid-level staff positions.

S. The Department has broadened the categories of taxpayers required to
file tax returns, and has initiated a rudimentary form of unidentified
ta:payer survey. Lists of known businesspersons and professionals have been
obtained from trace gruups and liscensing agencies and compared to data
extracted from the computer. While this effort has been rather crude and
uncertain, now that the precedent has been set and the value of the exercise
demonstrated the activity is ripe to become a routine exercise using the neuw
ccmputer hardware.
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6. There has been instituted a crude examination prioQity classification
system for self-assessment returns. While this was born of necessity due to
the unexpectedly large number of returns filed, it has forced the recognition
that the Department cannot now, and prabably will never be able to conduct
examinations on 100% of the tax returns filed. Later should come the
recognition that such wide examination coverage is not necessary or even
desirable in a self-assessment tax system.

7. The Department has comissioned a complete study of its organizational
structure, to be performed by the Jordanian Institute for Public
Administration. The analysts agreed to cooperate with the tax team in
preparing their findings. The study is to recommend changes in the
organizational structure, and is to include the preparation of job
descriptions for all positions in the Department.

8. The Department is committed to a complete upgrading of 1ts physical
facility. A new & story building is scheduled for occupancy :n June of 1984.
and another building is scheduled to be started soon after. Thus the '
operations of the Department which are now at three widely saparated locations

may be consolidated as early as the end of 1983
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DATE:
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A.I.D. Pl‘OjOCt NO: 278-02“7

FIRST AMENDMENT
TO THE
GRANT AGREEMENT

BETWEEN

THE HASHEMITE KINGDOM OF JORDAN

AND

" THE UNITED STATES OF AMERICA

FOR

TMCOME TAX ASSISTANCE

1



AMENDMENT Number One Dated , between the United States of America,
acting through the Agency for International Development ("A.I.D.") and the
Hashemite Kingdom of Jordan ("Grantee").

WHEREAS, the Grantee and A.I.D, entered into a Project Grant Agreement,
dated August 26, 1981 ("Agreement™); and

WHEREAS, The Grantee and A.I.D. desire to amend the Agreement further to
record mutually agreeable changes to the Agreement;

NOW THEREFORE, the parties hereby agree that certain sections of the
Agreement are amended in their entirety, and new gections are added, to
read as follows:

1. Article 2, SECTION 2.1. The Profect: The Project, which is further
described in Annex 1, will consist of efforts to enhance the capacity for
income tax administration within Jordan. Annex I, attached, amplifies the
above definition of the Project. Within the limits of the above definition
of the Project, elements of the amplified description stated in Annex 1 may
be changed by written agreement of the authorized representatives of the
Parties named in Section 8.2 without formal amendment of this Agreenment.

2. Article 2, SECTION 2.2. Project Funding: This amendment obligates an
additional One Million United States Dollars ($1,000,000) to this Grant for
a cumulative total of Two Million (%$2,000,000). With the above described
obligation of funds, A.I.D.'s financial contribution to the Project under
this Agreement is hereby complete.

3., Article 3. SECTION 3.1 The Grant: To assist the Grantee to meet the

cost of carrying out the Project, A.I.D.,pursuant to the Foreign Assistance
Act of 1961, as amended, agrees as stated above to grant the Grantee under

the terms of this Agreement not to exceed Two Million U.S. Dollars ($2,000,000).
The Grant may be used to finance foreign exchange costs, as defined in SECTION
6.1., and local currency costs, as defined in SECTIOM 6.2., of good and
services required for the Project.

4, Article 3. SECTION 3.2. Grantee Resources for the Project:

(b) It is estimated that the total resources to be provided by the
Grantee for the Project over the life of the Project will be approximately
the equivalent of U.s. $1,483,000, {ncluding costs borme on an "in-kind" basis.

5. Article 3. SECTION 3.3. Project Assistance Completion Date: (a) The
"project Assistance Completion Date" (pPacD), which is December 31, 1986 or
such other date as the Parties may agree to in writing, is the date by which
the Parties estimate that all services financed under the Grant will have
been performed, and all goods financed under the Grant will have been
furnished for the Project, as contemplated in this Agreement.

6. Article 5. SECTION 5.4 Special Covenants: The Grantee covenants that
it will within 180 days, of the date of execution of this Amendment No. One,
and except as A.I.D., may otherwise agree in writing, establish within its
Department of Income Tax the two new organizational units or work groups
described within Annex 1 to the Agreement and assign a sufficient level of

qualified staff to those units or groups.
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ject Agreeﬁent of August 26, 1981

the above-specified Pro
d effect in accordance with its

IN ALL OTHER RESPECTS,
remains in full force an

as previously amended,
terms.

IN WITNESS WHEREOF, The Hashemite Kingdom of Jordan and the United States of
America, each acting through {ts respective duly authorized representative,
have caused this Amendment to be signed in their names and delivered as of the
day and date first above written.

THE HASHEMITE KINGDOM OF JORDAN THE UNITED STATES OF AMERICA

BY:

BY:
WALTER G. BOLLINGER

OMAR ABDULLAH DOKGHAN
PRESIDENT, NATIONAL PLANNING COUNCIL DIRECTOR, A.I.D. MISSION TO JOR




ﬁnendment Mumber One

\mendmen - ———

Annex 1 to the Project Agreement

Project Description

A. The objective of the Income Tax Assistance Project remains as indicated
in the original Project Agreement, namely, the improvenent of the
capacity for income tax administration within the Department of Income

Tax (DIT). The Project, as revised, will focus on the institutional
growth and development of the DIT as the means through which the Project
objective will be attained. The Amendment to the Project Agreement
provides additional funds and an extension of the Project Assistance
Completion Date.

To accomplish the Project objective, efforts will be directed towards
the following activities.

1. A Systems, Procedures, and Analysis work group will be established

within the DIT to provide an organizational unit capable of:

designing, testing, implementing, and ev_a.luathing {nformation 3nd’ -
document processing systens and monitoring compliance through
statistical analysis.

2. éonversion to the self agsessment method of income taxation.

3. A revised automated data processing systen will be developed and
installed.

4, A Public Information and Training Section will be established within

the DIT for the preparation and presentation of educaticnal materials

and guidance for the taxpayers and to monitor DIT intermal training
programs.

B. Project Components

The Project comsists of the following major elements:

1. USAID Contribution - Technical Assistance

USAID will provide a revised total of approximately 142 person-months
of U.S. technical assistance, including three long-term advisors for

a total of approximately 116 person-months, and approximately 26 months

of short-term technical assistance. The long-term advisors will be

specialists in the fields of automated data processing and tax adminis-

tration and compliance. The short-term advisors will provide assistance

in training and other fields as required during the course of the
Project. Additionally, USAID will provide financing for limited
amounts of specialized Jordanian expertise and administrative support
for the Technical Advisors.

™



f bsam Contribution - Training

USAID will provide approxim. tely 72 person-months of participant training
for appropriate employees of tne Department of Income Tax. USAID will
also assist the GOJ in the dev:lopment of {nternal training needs. The
USAID contribution will be directed toward the preparation and initial
presentation of appropriate short-term courses. It is anticipated that
at the completion of the Project, either the DIT or another institution
will be able to continue the effective presentation of the courses
developed.

3. GOJ Contribution - Support to Technical Assistance

The GOJ will directly support the USAID-financed technical assistance
through provision of office space and facilities, office supplies, and
required operational support services.

4, GOJ Contribution - Support to Training

The GOJ contributior to the training effort will consist of an adequate
training facility, training staff, recurrent cost funding, employes

time for training as required, appropriate materials and equipmen® for

the continuation of the in-service training beyond the 1ife of the project,
and international travel costs for training in the U.S.

S. GOJ Contribution - Computer Facility/Commodities

The GOJ will provide an appropriate computer system installed and
operational in the Department of Income Tax. The GOJ will provide
any additional discs, supplies, or other required material to ensure
that the computer facility remains operational. The GOJ will ensure
the provision of necessary maintenance of the computer facility and
all other costs related to the computer facility.

6. 50J Contribution - Personnel

The GOJ will provide adequate staffing to the work groups which will
function as counterpart units to the technical assistance team. A
ainimum of 6 qualified employees shall be assigned to the Systems,
Procedurés and Analysis Group. A minimum of two qualified employees shall
be.. assigned to the public Information and Training Section. Two
Programmer/Analysts shall be designated as counterparts from the

Computer Section.

. Project Cost Estimates and Finan~ial Plan

The revised total project cost is estimated at $3,483,000 of which the U.S.
coatribution is $2,000,000. Table 1 is the summary project budget. As
{ndicated in Table 1, the USAID contribution consists of funding allocations
for two inputs - - technical assistance and training.
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L. Project Imglementatlon

The Project will be implemented over a period of approximat

from the signing of the Amendment to the Project Agreement, An abbre-

viated implamentation schedule follows this sectiom.
details for specific project components will be the sub

Implementation Letters.

ACTIVITY

10.
11.

12.
13.
4.
1s.
16.

Amendment to the Project Agreement signed.
Issuance of revised PIO/T and PASA.
Arrival of long-term data processing advisors.

DIT assigns gtaff to Systems, Procedures, and
Analysis Group and Public Information & training
gection. Covenant 5.4 satisfied.

Participants depart for training.

public relations campaign developed for self-
assessment cycle.

New computer system installed and operational.
participants depart for training.

Short-term epaining Advisor arrives to revie# in
house training program and assist with Public

{nformation and Training Section.
Interim project evaluation completed.

Annual Project review and development
of revised workplan.

participants depart for training.
Participants depart for training.
Long-term advisors depart.

Project Assistance Completion Date.
Final Project evaluation.

Project fEvaluation

Further implement

ject of Project

ely 32 months

ation

PROPOSED DATE

May
June

August

September
October

October
December
April

April
August

Sept;mber
October
April
September
December
July

A total of two additional project evaluations will take place during the

1ife of the

July 198S. The final evaluation is scheduled for Ju

project. An interim evaluation will review progress in
1y 1987.

1984
1984
1984

1984
1984

1984
1984
1985

1985
1985

1985
1985
1985
1986
1986
1987

il



TABLE 1
REVISED PROJECT BUDGET

(6 000 )

INPUTS ORIGINAL BUDGET PROJECT AMENDMENT REVISED BUDGET
AID GO TOTAL AID GOJ TOTAL AID GOJ TOTAL
Input 1 . Technical Asgistance 751 64 815 803 82 885 1,554 146 1,700
Long-term Advisors 557 557 + 650 650 1,207 1,207
Short-term Advisors 194 194 88 88 282 282
Consult. & Other Services ' 65 65 65 65
GOJ Support for Technicians 64 64 82 82 146 146
Input 2 - Training 249 106 355 4y 185 229 293 291 S84
participant 106 28 134 99 74 173 205 102 307
In-Country Training 143 78 221 (ss) 111 56 88 189 277
Input 3 - Computer Facllity 226 226 3us us S74 S74
o Input 4 - GOJ Personnel 155 185 227 227 382 382
Project Cost 1,000 ss1 1,551 ‘8u7 842 1,689 1,847 1,393 3,240
Provision for Contingency : 63 42 105 63 42 105
Provision for Inflation 90 u8 138 90 - u8 138
Total Project Cost 1,000 ss1 1,551 1,000 932 1,932 2,000 1,483 3,483



Annex G

Descriptlion of the Systems,Procedures,

and Analysis Group
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Annex G. Description of the Systems Procedures and Analysis Group

The operational functions of assessment/augit and collection
are the central foci of the DIT and represent the means through which
the Income Tax Law is implemented and enforced. The efficiency and
procuctivity of the operations functions and the DIT are dependent on:
(1) the systems ana procecures, manual and automated, through which
work is performed/reviewed/recorded/analyzed; (2) the analysis and
evaluation of results, with findings presented to management in a
coherent form; ana (3) the {nternal coordination within the DIT which
ensures that efforts are appropriately oirected, ana that resources are

not aissipatea

The Systems Procecures and Anélysis Group (SPA) is the
organizational entity which responds to these requirements. The DIT
must have an operationai unit pelow the level of the Director and his
key assistants capable of performing internally the necessary review,
cevelopment and implementation of systems ana methogs and uncertake
requirea analysis. The SPA is intended go address the following

general concerns.

Persgective:

The Director, Ceputy Oirector, and a very few key assistants must
concern themselves with the broaa scope of activities in the

Cepartment. virtually all other staff operate within the confines of



Narrow, specifib, functions, SPA group employees are charged with
taking the same global view of DIT as the Director. They assist the
Director by undertaking special analyses and approaching problems from
this broaa persbective rather than that of a single specializea area of
tax aoministration.

Coordination:
Tax Aaministration is a complex task which requires a coordinated
effort particularly in respect to systems and procedures. The SPA

ensures that necessary information flows smoothly through out the

organization with a minimum of wastea effort ana motion.

(ata Processing

Data Processing is the primary means through which information is
storea, disseminated, ana analyzed. All sectionswithin the OIT are
reliant in one way or another on the availability and accuracy of
computer generated information. It is a specific responsibility of the
SPA group to ensure that cata input and output is accurate, timely, and

useful.
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Role of the SPA within the DIT

The SPA group is the mechanism through which the Advisors address
the DIT's continuing requirements for: |

1) Continual review, upcating, testing and modification of the DIT's

systems nd procedures, manual and automated.

2) Systematic analysis and review of trends ana characteristics of
taxpayer compliance and recommendations for appfopriate response.

3) Development of recommencations for procedures and methods tc
' implement income tax aoministration policy formulated by the
Director ana to aavise the Director on projectea effects and

consequences of proposea policles.

4) A planning unit capable of preparing revenue projections and

implementations of proposed tax policies.

In respect to ALP operations the SPA group will be specifically

responsible for:

1) writing procedures to detail document processing from receipt to
the final filing for each type of document.

vl



3)

4)

5)

6)

7)

Identifying work that needs to be automated and present a
detailed plan of how this can be accomplished to the

Director-General for his approval and prioritization.

Writing specifications for programs to be written by the Computer
Section. This would include the inputs needed, the prccessing to

be done, and the reports and other files to be generated.

Testing for systems acceptability (SAT). This would require
making test documents which would test every situation required
by the program specifications and the pre-calculated results of
the processing.

Training the users of the computer outputs to use the reports
effectively: This will be done after the procedures have been
written ana a copy of the proceaures will be given to each user

guring training.

Tracking the progress of the cevelopment effort and reporting the
progress along with the problems encountered to the

Oirector-General on a regular basis.

Reviewing the various functions to ens':re that procedures are
being followea and encouraging suggestions from the employees for
ways to lmprove ano streamline the operation. They will report

their fingings ano recommendations to the Director-General.

~O
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Relationship of the SPA to the Computer Section

The SPA serves as the coorainating unit between the computer
section ana the rest of the DIT. The role of the SPA in relation to
the Computer Section is to:

- Receive anc review requests for new programs or specific reports,
output, or information from other sections of the DIT. If the
request is cetermined to have merit the SPA will:’

(a) Draw up specifications for the program or program
~ modification in a manner which will be intelligible to the

compucer section.

(b) Test the program which the computer section gesigns and
writes.

(c) when the program is perfected the SPA in consultation with
other organizational elements, prepare procedures to
implement the program.

(a) The SPA will then oversee the implementation of the program
ang the efficiency of the procedures, monitor the use of the
program for accuracy, and train the recipients of the Data

Output in its effective use.



- Examine independently the data input to the computer and output
from the computer from the perspective of timeliness, accuracy,
and utility.

(a) The SPA will coordinate with other sections of DIT to encure
that Data presented to the computer section is accurate,
through methods and procedures

(b) The SPA will examine computer output to ensure that it meets,

to the extent practicable, the needs of the users.

The role of the computer section in relations to the SPA is the
correct operation of the approved programs within the computer
section's procedural framework, correct and timely entry of data to the
data base in accorgance with the specified procedures, prov.sion of
necessary reports ana other output. The computer section is also
responsible for aesigning, documenting, writing programs to the
specifications geveloped by the SPA, and making necessary corrections

and program moaifications.

Relationship of the SPA to the IRS TAX Team

The SPA serves as a counterpart group, as a whole, to the tax
team. Two of the advisors will work directly with the group, and the
SPA will carry out the functions under the guidance and instruction of

the team. The objective is to gevelope the SPA to a point where at the



gnd of the project the group can continue to perform the system review

and analysis functions which have heretofore been largely done by the

advisors.

Relationship of the SPA to the Operational Functions of Augit

Assessment ang Collection

The SPA is generally charged with ensuring that procedures and
practices and administrative services support the operational
functions. The SPA measures the efficiency and proouctivity of the
workflow ana the resultant flows of information and revenue. The SPA
prcposes aaminisirative policies which will have the effect of
increasing revenue ana smoothing the process through which revenue is
collectea. The SPA measures and proposes methods to improve
compliance. The SPA is specifically chargea with coordination with the
internal auait function to ensure that systems ana procedures meet

internal control requirements.

Relationship of the SPA to the Director General and Senior Management

of the OIT

The SPA has a manaate to review operations throughout the DIT.
It is therefore a suitable group for the cirector and senior management
to utilize to perform special studies ana research as may be required

and to assist the director in long range planning for the cepartment.



The Director should utilize the SPA for periodic statistical
analysis of characteristics of compliance and the implications
thereof. Because of its broad scope of operations the SPA should prove
to be an excellent training grouna for future supervisors and senior

employees

Staffing of the SPA

The SPA should initially be staffed with 6 full time professional
staff members and supported by 2 secretaries one of whem is qualified
in English. As the section developes and the workload increases the |
staff should increase within a few months to 8-10 professional

employees.

It will not be necessary to utilize within the group personnei
currently assigneo to key supervisory positions. The individuals
selectea should be college gracuates (with appropriate backgrounos in
accounting, business, or economics) who are fully trained assessors.
In summary, the canoicates should be promising new employees who were
hireo in 1982 or 1983, who have completed the in service training
program and have serveo at least a few months in either assessments or
collections. To be most effective the skills necessary for this group

are:

1) They must collectively know how the ITD operates now and where to

go for cetailed information concerning the various functions;

1



2) They must have good English skills with at least one fluent

enough to act as a cocuments translator;

3) They must be able to communicate well both in written and spoken
Arabic;

4) Some knowleoge of the computer is helpful but not necessary.

It is acknowleoged that these employees will not have specific
experience, for the most part, in functions which the SPA will
perform. They will receive on-the-joh training from the aavisors and
specializea training. Employees shoula be assignea to the SPA on the
ungerstanaing that they will be proviced with significant training and,
that they would normally be expected to remain within the section for a
perioa of at least three years, thereby ensuring that the DIT benefits
from the training provicea. After the first year, a supervisor shoula
be selectea from the employees within the section, who would receive
special training ano guigance to lead the group ana to enable the group

to continue after the departure of the advisors.
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Annex H. PUBLIC INFORMATION AND TRAINING SECTION

Public information ano training are two functions which have
always existeo within the DIT to some degree. The functions have
normally been performed on an ad hoc basis. Particularly with the
advent of self-assessment, the DIT has recoginzed an increasing need
for an organizational unit capable of provioing continuocus review,
Updating ana monitoring of the information available to the taxpayer in
the form of guicance ano instructions. Similarly, the OIT has
recognizea that staff training is a continuous process both in respect
to provioing basic or introouctory training for new employees, and ih

upgrading the skills of experiencea employees.

The Pulic information and training section is the unit which
adoresses both of these requirements. The two functions are combined
because both represent staff functions which are somewhat outside the
opecrational scope of the rest of the DIT, and both functions are
primarily eagucational i{n nature. In view of tne relative small size of
the OIT ana the intermittent nature of the training requirements the

training function coes not require a full time organizational unit.
A. Public Information anad Education
Any system of income taxation relies to a great extent on

voluntary compliance by the taxpayers. Self assessment is particularly

cepenoent on fhe taxpayer being able ano willing to comply with the
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law. Compliance is therefore to a great cegree depenaent on the extent

to which the public understands what is expected for compliance.
Taxpayers also neeg remingers to encourage them to perform what is at
best an unpleasant duty, i.e. paying taxes.

The role of the PIT is: to provice information ano educational
material to the public; ang to encourage the taxpayers to file
self-assessment returns, comply with withholoing and other
requirements, pay their taxes. The role of the PIT is also to
explain how to comply with the Law, i.e., what the DIT expects of the
taxﬁayer. It is responsibility of the PIT to explain in a manner
ungerstanoable to the public how the Income Tax Law is to be applied.
Specific functions to be performea by the PIT in relation to public

infcrmation are the fdllowing:

- Develope ana present an annual public relations campaign to
reminc the public of their duties and responsibilities under

self-assessment, ang possible consequences for failure to comply.

- Arrange for interviews, magazine articles, forms, etc. for the

Director General anag other senior GOJ Officials to explain income

taxation ana the taxpayer responsibilities.
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- Recommend public relations activities with the objective of
developing a positive public image of the Department of Income

Tax.

- Develope public information materials which explain how the
taxpayers are expected to comply with the law in the form of
pamphlets, ano written instructions.

- Review continually and update informational material based on
aoministrative division, court rulings etc. which modify the
interpretation of the income tax law.

- Provice special materials ana train assessors assigneo to the

taxpayer information services.
- Respona to all correspongence and queries, in consultation with

the legal section, as to the interpretation of the law and'

proceoures to be followeo in complying with the law.

Training Responsibilities

The process of staff training is a continuous one. With normal
attrition the department can expect approximately SO new employees each
year mostly within the auoit/assessment section. A number of training

courses have been oevelopea to provide introductory training to new
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assessors/auaitors. An in-service rotation type training program has
also been developed to round ocut the training. Other employees require
specializeo training outside of the DIT. The PIT training function
will consist of the review monitoring and development of courses which
are to be presented within the DIT. Virtually all of the introductory
training courses will be providea, eventually, from within the DIT.

The PIT will also be responsible for identifying employees suitable for
specialized training, making appropriate arrangements for the training.

Specific training functions which will be performeo include the
following:

- Develope in conjunction with supervisars ang the Director an
annual training plan. V

- keview ang upcate the inhouse training courses. Obtain
instructors from other secticns, or from outside the DIT if

necessary. bMonitor the course presentation.

- Develope in conjunction with the Director new training courses to

be offerea to both new or experienced employees.

- Igentify employees ana opportunities for specialized training

courses ang oversee all arrangements for the training.
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- Oevelope a series of tests to monitor the overall effectiveness

ang implement a procedure to test ang monitor

The Public Information anc Training group shoula initially be staffed
by 4 professional employees ana supported by a secretary qualified in
english and arabic. Depending on workload the staff could grow
eventually to a maximum of 6 employees. At least two of the four
employees should probably be hirea from outside the DIT with
backgrounds in education andg the writing or development of educational
materiais. One or two of the employees shouio be qualified
assessors/avoitors knowledgerble in the tax law with experience in the
OIT's top actions.

/O
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"NEAR EAST EVALUATION ABSTRAC!

°20JECT TITL?(S)-AND.§UHBER(S)?‘ _MISSION/AID/W.OP?ICE'
faceme Tax Assistance - e A
A.I.D. GRANT XNO. 278-0247 o . USAID/JORDAN

~—

2roject Description: This project is a technical assistance /training effort,
implemented through a PASA with the IRS, aimed at improving the capacity for
income tax administration within the GOJ Department of Income Tax (DIT) .
Project objectives will be achieved by: (1) Development and implementation of
imzroved operational systems for income tax assessment, collection, glerical
orocessing, and administrative services; (2) development of the GOJ capacity
for training in management and gystems development; and (3) enhancement of the
overational automatic data processing capacity within the DIT.

. AUTHORIZATION DATE AND U.S. LOP FUNDING AMOUNT PES NUMBER PES DATE PES TYPE

August 17,-1981 $1,000,000 . 83-1 ~ MARCH 1983 X Regular Othe:
' - (Soecif

A3STRACT PREPARED BY: ABSTRACT CLEARED BY, DATE special

STANLEY A. STALLA CONT, RROMANO 3/25( %3 s

ASSISTANT PROJECT PRG, DLEATY — 5/27/Y3 rerminal

DEVELOPMENT OFFICER PO, TPEARSON z . 7 2 /74

MARCE 23, 1983 RLA, XOCONNELL 372413

(1) This interim project evaluation was originally scheduled for the 2nd guarte
of FY 82 as an in-house review aimed at reviewing the GOJ's progress in
staffing the computer facility and keeping its equipment operational, and a
assessing the general degree of supocrt accorded the project. However, a
decision was made to postpone this evaluation to the 2nd quarter of FY 33
because: 1) the arrival of one of the two ey long-ta2r= IRS advisors (the
compliance advisor) was delaved almost one year, and this advisor was o
osarticipate in the develooment of a ravised workplan and in reviewing Dzojs<
objectives with raspect °9 audit/assessment/compliance: 2) the I2S bacxstot
office had »lanned an annual oroject raview/evaluation for December, 19392;
ané 3) the 305 was in the jrocess ~f implementing tae self-assessment provi
0f the naw 1932 Income Tax Law.

(2) To date, a total of 31 months of long and shorct-term technical assisztance :

heen provided, and aporoximately 90 person -~onths of training have taken 0.
The advisors have made substantial progress in the develooment of a tax
administration capability, particularly in respect Lo ADP applications. The
most notable accomolishments to date include substantial imprcvement in &he
data entrv and tax payer accounts srocessing systen, initiazion by <he JIT
of pracedent-setting enZorcement action Zor ~on-ccnpliance, ccmpleticn cf
ccmprenensive training needs study and establishment c£ methods and oriori:
for Suture training. However, project imclementation is aporoximately one
‘year benind schedule due to the delayed arrival of the tax ccmpliance ‘advi:
the massive internal reorganization undergone by the DIT and, uncertainty
surrounding the composition and passage of the comprahensive -evision to t.
Income Tax Law. In order to obtain assistance in tnhe implementation of th
self-assessment provision of the new tax law and the resctructuring aréd re-
building of the DIT, the OIT will recuest a one year extension of the 2roj
3ecause of a lesser level of expenditure to date than envisioned, as well
a restructuring of the training component, the prooosed extension  @ill not
require additional funding.

BEST AVAILABLE-DOCUMENT
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SUBJECT : Jordan Income Tax Assistance PSS

Problem: A decision is needed on what review the subject FES requires.

ES%Q: The Income Tax Assistance Project began in August, 1981, and "
provides a total of $1 o to the GOJ Department of Income Tex (DIT). This
follow-on to previous short-term activities represents a technical
assiscance/trainirg effort to improve the capacity of incoce tax
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presernt a 75 cr evaluation.
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PROJECT ONE: MANAGEMENT/ADMINISTRATION: CREATE SYSTEMS, PROCEDURES AND
ANALYSIS GROUP

A. BACKGROUND

The first IRS survey identified problems associated with the Department
of Income Tax’ q!}gani#&ional structure and operational deficiencies stemming
from, among other things, communicaticns and information gaps in the
management infrastructure. The reccmmended solution to these problems was the
creation of what was called an "Organzation and Methods" or °*0&M" group.

While efforts to staff this group continued during the life of the initial
project term it was nct until the end of this term that it was realized that
there was a simple lack of personnel with the requisit mi: of managerial and
technical skill to carry out the tasks envisioned for “his group. Faced with
the combined effects of an almost entirely new technical staff, and a workload
suelled by self-asessement returns and refund claims, most management actions
were taken on a purely ad hoc basis and no progress on this project was
possible or registered.

Following the scheduled completion date of the intitial two year project and
at the request cf the Department, the IRS conducted a survey of the status of
the tuture needs for ADP systems and hardware. In the part relevant to
project one, the survey concluded that the mast sucessful ADP applications
were those that began as successful manual systems, then transferred to
electronic equipment to perform the more laboricus and time ccasuming
processing. The survey report noted that in successful ADP operations, the
work of designing manual systems and converting them to ADP applicatons is
performed by specialists called Systems Analysts whose function is to study,
design and document the processing systems, write procecures and train system
users, prepare specificaitons for ADP programmers, and validate the input and
output frcm ADP eauipment.

3, PYRPASZ AMD SCOPE

The purposa of the new Systems, Procecdures and Analysis group (cr SP&A) will
5e broader than that contemplated for the O&M group in the original project.
This broadening is in recagniticn that the shift to a self-assesment tax
sustem placas increasec burcens cn management. The self-assasment ta: system
manager must nave information about compliance patterns, tecause a suczessful
self-assessment system can only be built upon a ta:paying public confident
that tha ta: liws are teing enforced fairly and uniformly, This confidence
tollows from erfcrcament acticons taken by the Department of Income ta: which
are balanczed and ezuitable. 2ecause skilled technical staffing is always a
finite ccmmodity which ususally falls short of the available workioad, the
assimilaticn anc distillaticn of large volumes of informaticn generated by
self-assesment can Se periormed 2concmically cniy hy ADP methods.

The troad purpcse of the SP4A group is to design information systems which
will yield data needed to plot effective compliance enkancement stratagies.

t is also the funcition of the SPZA group to insure insofar as possible that
a.l resuired functicns leading tc a completaz and successful conversion to
calf-assassrent have been delegated to raspcnsible officials.

i
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C. PLANNED ACTIVITIES
{A. SELECT STAFFING FOR SYSTEMS, PROCEDURES AND ANALYSIS GROUP

SCHEDULED START: APRIL 'B4

The SP&A grcup will function primarily as the courtersart of

tse IQS *ax team edviscrs. I% will have an int=zrest in ali
areas of the Department’s cperations anc will perfcrm staff
inguiry and analys:s in all areas, and ecpecially in ADP
activities. DBecaus2 of *he large anticipated vorkload for this
groupy it shouid be staffed with a minimum of six pecple. Three
shoulc be skiii=2d, cr nave an artitude for ADP systems cesign.
The remaining three persons should have e:perienca ir all arzas
of the Department’s technical operations and should pussess jooc
writing skills. Some management experience or aptitude is
desirable, and at least one of the ncr=ACP staff persons must

be fluent in English and Arabic.

13. PREPARE JOB DESCRIPTIONS FOR THE DEPARTMENT
SCHEDULED START: JUNE '84

The lack of specific job definition has been a problem since

the first IRS survey team. Lack of understanding of the

work expected leads to necessary tasks left undone.

Because the SP&A group will function in ail areas of the
Department it is natural that the group start by studying all
jobs in the Department in terms of the organi:ztional mission and
structure, and to write descriptions and instructions which will
insure that all functicns have been mace the responsiobility of
some specifisc person.

{C. PREPAFE DOCUMENT HANCLIMG PROCSDURES
SCHEDULED START:

Presently errors are macde because document handling procedures
ar2 given orally withcut a written reference. CLorrect procadures
are forgctten, or not transmitted uniformly to newly hired
personnel. Inconsistently applied procadures leads to errors

in Department records.

’
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REVISE EMPLOYEE INCENTIVE AND BONUS SYSTEM

SCHEDULED START:

The first IRS survey identified the public employment
salary structure as a disincentive toc the attraction

and retention of highly skilled and qualified technicians,
particularly in the ADP area. This can be partially
offset by a system of Bonus2s and Awards. In order ta be
successful, the new system must be perceived as fair and
equitable. Objective criteria nust be established and
utilized to the extent possible.

ENVIRONMENTAL SURVEY OF NEW BUILDINGS

SCHEDULED START:

The plan to consolidate Departmental operations into
three Suildings in one location presents an excellent
opeortunity to tailor the facilities to suit the
changing needs ‘o self-assessment.

TRANSFER OF INACTIVE HISTORICAL FILES TO MICROFICHE

SCHEDULED START:

Use of filing system is inhibited by the presence of
large numbers cf files not used on a regular basis.
This activity wil) identify no-activity files anc place
them on microfiche.

[13%
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PROJECT TWO: TRAINING: CREATION OF PUBLIC INFORMATION AND TRAINING SECTION

A.  BACKGROU:ID

The prior project, and earlier IRS surveys identified shortcomings in the
Department’'s training programs. A lenghty report on training needs was
undertaken early in 1982, but for a variety of reasons, not the least of which
vag the 1981 organizational upheaval noted above, many of these recommendation
could not be fulfilled. In addtion to tha problems icentified previously, the
change to a self-assement tax system has burdended both the Department of
Income Tax and the taxpaying public in new ways. The burden to the former
results from a cdramatically increased workload resulting from the number of
assessments made each year. This in turn reaquires the cepartment tc maintain
a larger staff of technical and semi-technical personrel. Natural attrition
among an expanded staff now demands that the Departiment be prewarza to
rcutinely conduct training for newly hired assessors anc others who replace
those who quite, retire, or otherwise leave the cepartment.

The burcden on the ta:paying public results from the imposition of the
requirement that they annually render scme self-stsled statement ¢o the
Department summarizing their financial activities for the period. Pricr tc
the enactment of the 1987 tax lauw there was no incducement for taxrayers ta
rcutinely maintain reasonably accurate books of account ‘or their business
transactions. Sinze it is the income ta: law which now makas this cemand on
taxpayers it 135 naturally incumbent upon the Department tc uncertake procrams
which in *ime will enable the public to prepare increasingly accurate
gelf-assesment ta: forns.

B. PURPOSE_AMD SCOFS

This srojez* will at*empt to establish an full time section whose twofold
surpcse is o (a) insure that all! emplcyees receive needed jcb specific
training i~ a tima2l!y manner and (b) prepare and cdisseminate apprcoriate
educaticnal materials *o enable the ta:paying public to pr2pare increasingly
more cs~ract self-assassmenrnt documents,

. PLAMMED ACTIVITIZES

2A. CRSATE AND STAFF FUBLIC INFORMATION AND TRAINING SECTION
SCHEDULED START:

The Department should recruit two full-time persons

with proven skill and experiance in the fiel2 of education
and public relations. One should alsc have scme managerial
or administrative skill cr potantial, and stculd bte named
head of the section. The other should have skiil in the
praparation of written 2ducaticnal materials for a variety
of literacy levels.

BEST AVAILABLE DOCUMENT
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2B, CONDUCT DEPARTMENT WIDE SURVEY OF TRAINING ACHEIVEMENTS
SCHEDULED START:

In order to correctly design a training program it will
be necessary to identify the level of achievement of each

employea.
2C. CONDUCT COBCL TRAINING PROGRAM
SCHEDULED START:

The Department expects installation of a new computer

which should be ready early in the project. Also, expanded
information needs are being generatead by the new
self-assessment tax system. The department needs to

add programmers to the staff to assist in preparing the
new computer as an effective tool for tax administration.
Potential programmers should be selected from applicants
within the department, with priority given to those with
characteristics identified in the recent IRS survey

report.

2D. CONDUCT TRAINING IN SUNDAMENTALS OF ADP AND SYSTEMS ANALYSIS
SCHEDULED START:

At no time during the initial two year project has there
emerged an ADP technician within the department who
demonstrates the requisite skill to conduct the

analysis necessary to prepare sophisticated ADP

applications. This activity is aimed at offering a combination
of textbook work and OJT for persons asf jned to the SP&A
$"OUp.

2E, MANAGEMENT TRAINING FOR SPLA GROUP
SCHEDULED START:

In order for non-ADP members of the SP&A group to become
tully effective as compilers and communicators of
management information they must have management skills.
This activity contemplates early INTAX training for thcse
selected to the SP&A group.

2F. PREPARE/ADAPT STANDARDIZED TRAINING COURSES AND TEXTS
SCHEDULED START:

Baecause of the regular attrition that will accompany

an expanced staff standardized courses in Accounting,
Auditing and Ta: Law should be prepared to insur2
uniformity in *he presentation of the material needed to
=ertorn assesnment cduties correctly. Ccurses to provide
spacialized training in criminal investigative techniques
wil! be developed and presentad. '
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PROJECT THREE: SELF-ASSESSMENT AND RETURNS EXAMINATION

A. BACKGROUND

With the enactment of the tax law nf 1982, Jordan again made an effort to
convert from a relatively inefficient agency assessment method of collecti...
income tax revenue, to the self-assessment system wherein each taxpager is
assessed and pays his proper tax each year. The second assesssment period
draws to a close in April, 1984 and it appears that efforts to
institutionalize this system in Jordanian society stand a 9ood chance of
succeeding. ¢ this essential effort is to succeed finally, substantial
crganiztional adjustments will be required.

B. PURPOSE AND SCOPE

The purpose of this project will be to complete the conversion from the older
agency assessment process to a full self-assessment system. This project is
concarned with conducting those activities which in sum will equal a balanced
enforcement effort.

C. PLANNED ACTIVITIES
A, PROMULGATZ ACCOUNTING AND SECORDKEEPING STANDARDS
SCHEDULZD ETART:
Accurat2 Self-acsesments can only he orezarecd by taxrFxayers
who systematically rmaintain tccks of account ang reccros of
saangactions which ar2 sicnificant “or income tax surpases.

't {g e <uty of *the Zepartsont o saeci’y standards tc
the tenefis cf taspayers.

1
~
-

33, CONDUCT PUZLIC IMFURMATION CAMPAIGNS
CHESULED START:

The conca2at 3f zalf-zssasment and r2corgie2pias is not
widely uncerstczd ia Jorcdan., It is the duty to the
Lepartment toc infcrm taxpayers what is eupected of them

in “he way cf recorckeeping and *c annually concuct
information campaigns tc assist in the srparation of Zorract
returns.

3C. CONDUCT COMPLIANCE MEASUREMEMT SURVEY
SCHEDULED START:

The necessary process of influencing taxpayer behavior
consists not oniy of ass sting them with preparing records
and returns, but also of reacting to areas of error or
abuse, Compliance measurement devices can be used to
pinpoint such areas and guide in the preparation of
corrective meacures.

BEST AVAILABLE DOCUMENT



- 109 -

3D. CREATE EXAMINATION PRIORITY CLASSIFICATION SYSTEM
SCHEDULED START:

The large number of self-assessment returns received

during the first filing season serve to point out that

it is not possible or necessary to examine the accuracy

of each document. Priorities and criteria for the selection
of certain returns must be established and adhered to if

the concept of balance and eauity in the process is to

be achieved.

3JE. PHASE-OUT AND ELIMINATION OF AGENCY ASSESSMENTS
SCHEDULED START:

As the ADP data base is corrected to give an accurate
national index of taxpayers, and the taxpayer accounts
system gives accurate cata about pre-1982 assessments
it should be possible to shedule the remaining agency
assesgments and complete the conversion to
self-assessment.

3F. PROMULGATE AND IMPLEMENT PROCEDURES FOR PROSECUTION CASES
SCHEDULED START:

In tYe balanced enforcemnent approach to self-assesment,
a vital companion to tarpayer service and information
igs the idea of prosectiun for flagrant ignorance or
abuse of the law. Criteria for icdentification, and
procecures for evidenci accumulation and presentation
to be used by Assessor; specializing in this field are
necessary.

|

—~———
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PROJECT FOUR: COLLECTIONS AND TAXPAYER IDENTIFICATION

A. BACKGROUND

Great strides have been recorded in the area of collections and taxpayer
identification since the first IRS survey. Methods toc control flow of funds
from withholding agents, and internal controls over funds collected are two of
the most notable. Also significant is action taken by a field collaction
force organized during the first project to make the Department an active,
rather than merely a passive collector of revenue.

B. PURPOSE_AND SCOPE

The duties of the Collection section consist of detecting taxpayers who are
delinquent either in the payment of taxes or in the filing of returns. This
project is directed to collecting revenue due the department.

C. PLANNED ACTIVITIES
44, ESTABLISH COLLECTION CLASSIFICATION AND PRIORITY SYSTEM

SCHEDULED START:

With the large number of cases and amount of assessed tax in the
accounts, some method of determining priorities for collection
action is in order. COnce a corrected ta:payer account list

is srcvided by the ADP section, accounts should be categorized
by amount and age as a potential measure of collectability.
Provision will te made for accounts which are °doubtful®

due to age, amount, or for other reason ancd effcrt will be
directed *o the appropriate acccunts.

4P. DEVISE AND IMPLEMENT SYSTEMATIC DELINQUENCY FROCEDURES
SCHEDULED START:

Pelinquency ccnsists of *a:payers who fail to self-assess

as regquiread by law, and taxpayers whc rafuse cr *ail to

pay assessed *axas in a timelu manner. Systematic prcocecures
will ersure that the best method of contact with the ta:payer
will be selected and thereby the maximum benefit can be
realized from the collectors’ time,
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PROJECT FIVE: AUTOMATIC DATA PROCESSING

SCHEDULED START!

A. PACKGROUND

The majority effcrt expended by IRS advisors since the first survey teanm
visited in 1978 has been in the area of Automatic Data Processing.
Achievements to date have been mixed. There is appreciation in the Department
sor the fact that a modern, self-assesment tax system cannot function without
the processing speed obtainable only with modern comfuters. The tirst
generation hardware currently being used has proven useful for some tasks,

but for a variety of reasons including the inability to attract qualified
programmers and technicians, the need is recognized to move to
state-of-the-art hardware and systems.

B. PURPOSE AND SCOPE

The purpose of this project is to make the computer a useful tool in the
compliance enhancing efforts of the Department of Income Tax, and to develop
the staffing necessary to keep a newly designed systam operating.

C. PLANNED ACTIVITIES

SA. CORRECT AND PUREIFY TAXPAYER ACCOUNT DATABASE
' SCHEDULED START: April '84

The original ADP effort began with an attempt to transfer

the bookkeeping effort for the taxpayer accounts to ADP
methods. In order *o get as much utiliczation of the existing
vwardware, an effactive and efficient computer file structure
was designed. Unfcrtunately what it gaired in efficiency and
economy, it lost in fragility and corruptability. For reasons
which will never be entirely certain data has been lost and
corrupted rencdering *he computer cutput so unreliatle at to
be useless. The first effort will be *o corract information
in the machine and to identifly and ccrrect manual zystems
which lead to corruption of the datatase.

SB, DEVELOP PURIFIED MATIONAL NAME AND ADDRESS INDEX FILE
SCHEDULED START: April '84

The original inde: contains numerous errors and cannot be relied

upon with any degree of recularity. The index must de redesigned
and reprogranmed for the new system incorporating safaguards

to prevent circumvention of validation rcutines. The systam must
incorporate automatic updating and errcr resolution cycles. New

records must contain adeguate reserved spaca far future addtic.s

to the data fizlcs.

I
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SC. DEVELOP DATA ENTRY VALIDATION SYSTEM
SCHEDULED START:

Current data entry validaticn method (visual) is not

acceptable for the procession of self-assesment returns.

A program must be written for the duplicate entry of each
document, followed by computer comparison of the entries and an
error listing whenever there is a mis match. A by-product of
such a system is a system to evaluate quality of data entry by
operators.

SD. DEVELOP COMPUTERIZED FILE NUMBER ASSIGNMENT SYSTEM
SCHEDULED START:

The current manual system of assigning and raecording file numburs
does not contain adequate safeguards against duplicate file
numbers, transposition of digits, etc. The new sustem would have
an operator query the computer for the next available number, and
the operator would immediately input the ta:ipayer name, adcress,
and all other pertinent information. This would serve as and
addition or update of the National Index file.

SE. REDESIGN TAXPAYER ACCOUNT SYSTEM
SCHEDULED START:

Following the correction of the old taxpayer accounts, the

new computer hardware will combine the ability to concuct math
verifications of self-assessment and cther documents, issue

bills and notices of acjustments and delinquencies, and immediate,
on line accaess %o taxpayer lecdger balances for all years.

Ln

€. DEVELOP COMPUTERIZED THIRD PARTY INFORMATION SYSTEM
SCHEDULED START:

The third patrty information section srovides the best

available backgraund for preparing accurate assesments, or
reasssessments. The present manual system is capabl!e of matching
only a very small percentage of third party information to
self-assessment returns. Criteria for input of selected third
party infarmaticn wil! Se developed and programs written to
identify under-raporters and non-filers.

BEST AVAILABLE DOCUMENT
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SG. DEVELOP RETURNS CLASSIFICATION SYSTEM
SCHEDULED START:

Sei*-assessrmert praduces more documants than can te
chacked Sy sracent sta¥fing, and it is zsnsiceres a
dicadva~tage *c attenst '90% eramination ccrerase.

A program must b2 develcrel to assist 1n the saiecticn of
returas for examination according to criteria dasignec to
maximiza *4e level of voiuntary ccmplianca,

BEST AVAILABLE DOCUMENT



