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Methodology

This study was developed based on the information
gathered through a questionnaire sent by CIAT's
Executive Secretary to Tax Administration in Latin
American countries during 2011. Such document
was prepared in conjunction with the sponsoring
institutions.

The questionnaire included 327 questions written in
different types and distributed in distinctive sections
such as: Institutional aspects, human resources, legal
framework for taxation, tax procedures, international
taxation, large taxpayers, Information technology
(IT) and communications, studies and planning,
Interaction with society and future frends and
challenges.

The questionnaire was responded by the countries’ TAs
in the second quarter of 2011, subsequently reviewed
and contrasted on-site by tax specialists appointed
by the sponsoring institutions, to ensure data quality
and consistency of the criteria used in the response
evaluation.

The information obtained through the questionnaire,
once treated and purged, had been uploaded to a
database, hosted by the CIAT, which will be used as
reference for self-assessment, information about best
practices, comparative studies and identification on
technical assistance needs for the Tax Administrations
in Latin American countries.

Furthermore, the Tax Administrations have been taken

advantage of a new tax revenue database (IDB-
CIAT), composed of an innovative way of quantifying
them, which also includes the usual income tax,
contributions to private health systems, pensions and

income from natural resources (royalties and other
special levies on public companies). A scientific paper
will be published later in this year, outlining the details
on this matter.

The insight provided by the answers of the TAs to the
questionnaire, as well as the expertise and information
obtained, will certainly give us a more accurate
picture of one sensitive sector of the Government
Administration, and hence will facilitate the dialogue
among the TAs representatives to share solutions
for common problems, identifying good practices
successfully implemented in certain counfry and
susceptible to adaptation to another country. In a few
words, the information obtained and it subsequent
analysis should encourage a more effective and
efficient functioning of the TAs in LATAM.

The Part | of this document will cover the information
obtained through the questionnaire, highlighting the
most important aspects of the functioning of the TAs
in LATAM. Part Il of this document describes a deeper
analysis, and also the annexes had been included in
this publication, which consolidates all the answers to
the questionnaire provided by the participant TAs of
this study.

We would like to clarify that the data exclusively
indicate domestic taxes to the period 2006-2010. With
the intention of offering a vast array of information
covering new ground, the CIAT and the IDB have
inifiated a similar project for the British Caribbean
colonies.
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In order to achieve social equity and strengthen
democratic system functionality, nations must have
that promote equitable economic
also fiscal

fax systems
development,
adequate level of public spending, as well as
redistributive  capacity to ensure Government
insfitution’s operationality and thus provide to citizens
and businesses the necessary public goods and
services.

capacity to fund an

The tax system must also be applicable; and it is
imperative that TAs could ensure faithful compliance
of the terms and conditions of laws approved by
legislators, in order to avoid transfer of tax burdens
from aimed targeted groups to another.

The TAs in LATAM have experienced a significant
modernization and transformation process over the
past twenty (20) years, based on the implementation
of a strategy that encouraged
compliance of the taxpayers (or at least persuaded).

voluntary tax

Furthermore, the TAs organizational structures have
incorporated a management approach, aimed
to safisfy tfaxpayers needs, ufilizing the full potential
offered by new technology to receive, depurate
and interpret large volumes of information, also
these organizations are reviewing their methods and
procedures to make them more effective and more
efficient, base on operatives budgetary issues.

In recent decades, tax specialists and the general
public have become aware of importance of efficient
performance of the organizations dedicated to
collect and manage government’s main source of
income.

Introduction

There are ideas worth fortunes, like the one suggesting
that a tax system'’s value is what the TAs responsible
for its implementation worth. In that matter, it have
been widely discussed that TAs in LATAM are the
tfax policy, this statement was probably frue few
years ago, in other words, it stated that TAs were
a limitation to the technically well-designed tax
system’s implementation However, many countries
in the region have effective TAs right now, with the
advance and technology support level at least
comparable with most advanced countries. The
commitment is to replicate the efficiency of those
fax administration to all Latin American counfries and
also apply policies to achieve sustainability. It is often
observable, how reforms and modernization of TAs
were getting very good results in relatively short time
like four (4) or five (5) years, in which fundamental
operational transformations were carried out, in
addition fo the strategy, the level of professionalism
and the work methods and procedures applied to
the tax organizations. However, unfortunately, in most
cases those successful restructuring processes were
abandoned and dismantled in even shorter periods of
fime due to political or managerial changes.

The sustainability of reforms is one of the fundamental
challenges confronted by some countries once they
prove that it is possible fo have good functioning TAs in
Latin American countries, as it is evidenced by many
examples.

o
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CHAPTER 1

Traditionally, fax revenues in Latin American countries
have been insufficient to afford adequate provision
of public services to citizens. Nevertheless, it is
undeniable that the tax burden in the region have
increased almost 40% in the last two (2) decades,
although there are still some structural features.

The tax revenues considered for this study are from
the federal, state and local government, sub-
national governments and from the social security
contributions.

Leaving aside cases like Argentina and Brazil, the
average tax burden of Latin American countries is
about half the one recorded by the OECD countries. It
is not only reduced in size but the composition of taxes
is focused on indirect taxes, specially consumption tax
(e.g. VAT) as well as import duty in some countries.

On average, LATAM direct taxes are ten (10)
percentage points less of the GDP collection than the
same ftax contribution in OECD countries. Wealth taxes
are rarely used in the region. Except for Argenfing,
Colombia and Uruguay; the rest of the countries
only certain forms of wealth are taxed, mainly at
sub-national governments levels, preventing greater
improvement of the tax system.

The corporate income tax (which follows the main
commodities of the region) have a high contribution
in the collection of taxes on personal income, which
ultimately does not create citizen-taxpayers. Thus, the
income tax as a whole is foo volatile due to the price
variation of main natural resources produced in the
region. On the other hand, the low level of collection
of taxes on personal income - practically focused on
dependent workers - restricts it redistributive capacity.

Tax Revenues

In the last decade, the countries efforts o maintain
or increase the tax collection we oriented fowards
unorthodox tax schemes. Thus, there are minimum
taxes based on assets still active in the region,
alternative determination system on a presume basis
(usually gross income), taxes on financial fransactions,
and even taxes on exports have come back,
outstanding the cases of Argentina and Costa Rica.

Likewise, the concern to improve tax compliance of
small and medium businesses was reflected in the
development or improvement of simplified tax system
for small taxpayers or VAT presumptive tax regimes or
income tax, etc., rather than achieving high revenues,
seek to incorporate small and medium businesses to
the tax network and reduce their compliance costs.

All these characteristics have remained unchanged
over the past five (5) years. Only the 2008-09 global
economic crises, which reduced tfax revenues
significantly in many countries of the region led to the
need of infroducing new tax changes. The negative
cases of collection in the region began in mid-2008,
but there is no doubt that the impact of the crisis was
fully noticeable in 2009.

In that year the collection of faxes administered by the
Cenftral, Federal or National governments in LATAM
dropped an average of 7.5% in real ferms over 2008.
With the exception of Panama, Paraguay, Uruguay
and Ecuador, all countries showed decreases that
year. In Nicaragua, El Salvador, Guatemala, Honduras,
Dominican Republic and Chile it was even the second
year in a row in which the collection was decreased.

Certainly, a major cause of diminished incomes
was aftributed to import contractions (due to the

s [



confraction impact on commodity prices in terms
of trade) and it negative multiplier effect on the
production and
(including imports).

consumption and investment

Butit was also aresult of the tax measuresimplemented
as part of fiscal stimulus packages. Some countries
even gave moratoriums and payment facilities to
improve taxpayer compliance. Later, many of these
measures had to be revoked and even countries were
forced to infroduce tax reforms to increase mainly the
income and excise fax rates.

Nevertheless, in 2006-2010 the Latin American countries
fax revenues remained, on average, 24.6% of GDP, the
results are weighted by the size different economies.
Countries that had higher collection levels during the
same period of time were Brazil and Argentina, with
tax burdens higher than 30% of GDP, followed by
Uruguay, Nicaragua, Chile, Costa Rica and Bolivia with
tax burdens between 20% and 30% of GDP. On the
confrary, we observe countries like Guatemala, Mexico
and Dominican Republic with tax burdens lower than
15% of GDP.

However, it is noteworthy that tax revenues of LATAM
countries, on average, experienced an increase of 2.6
percentage points of GDP, over the same period. As

GRAPHIC N° 1

Argentina
Ecuador
Nicaragua
Panama
Mexico
Uruguay
Honduras
El Salvador
Costa Rica
Peru
Bolivia
Paraguay
Brazil

Colombia
Guatemala
Dominican Rep.
Chile
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shown in GRAPHIC 1, countries like Argentina, Ecuador,
Nicaragua, Panama and Mexico increased their tax
revenue about two (2) or more percentage points of
GDP during the time lapse analysis, while countries like
Chile, Dominican Rep., Guatemala and Colombia
reduced them by more than two (2).

Although tax revenues of subnational governments
might be significant in federal countries like Argentina or
Brazil or in those highly decentralized economies such
as Colombia, or in countries where social contributions
are substantial and have a stronger nofions of welfare
state such as Argentina, Brazil, Costa Rica, Panama
and Uruguay. Normally, in LATAM countries, the
economic resources of the central, national or federal
governments usually determine the tax revenues of the
country.

In this regard, the TAs of the previously mentioned types
of government, are the ones able to generate important
changes for those countries, due to their capability
to mobilize new fiscal resources, thus contribute fo
achieve durable, sustained and inclusive growth; the
only path fo reach the Millennium Development Goals
(United Nations). Table No.1 shows percentage of tax
revenues managed by TAs of each counfry analyzed
in this study.

Changes in the tax burden between 2006 and 2010. In GDP percentage points.

-3.0 -2.0 -1.0 0.0

1.0 2.0 3.0 4.0 50 6.0
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The SUNAT of Peru, SAT
of Guatemala, DEl of
Honduras and AFIP  of
Argentina appear as the
important  LATAM
ATs, managing more than
80% of tax revenues for
their respective countries.
On the other hand, the
DGl of Uruguay, SRI of
Ecuador, DGI of Panama,

most

TABLE N° 1

Argentina (AFIP)
Bolivia (SIN)

Brazil (RFB)

Chile (SlI)

Colombia (DIAN)
Costa Rica (DGT)
Dominican Rep. (DGI)
Ecuador (SRI)

Importance of TAs in LATAM in terms of the country’s tax revenues. Percentages.

AVERAGES
2006 2007 2008 2009 2010 2006-2010
82.0 82.7 83.1 82.2 82.7 82.6
72.5 71.8 71.4 71.5 72.0 71.8
63.3 64.3 63.5 62.4 62.4 63.2
51.6 57.2 52.3 53.7 55.5 54.1
66.9 67.4 68.7 67.8 65.9 67.3
45.9 46.4 46.5 48.5 47 4 47.0
61.4 66.3 66.3 67.5 73.6 67.0
46.7 46.6 47.9 53.0 53.7 49.6

El Salvador (DGI)
Guatemala (SAT)
Honduras (DEl)
Mexico (SAT)
Nicaragua (DGl)
Panama (DGI)
Paraguay (SET)

DGT of Costa Rica, DCI
of Nicaragua and SET
of Paraguay, appear as
those that manage 50% of
tax revenues or less.

Peru (SUNAT)
In order to understand Uruguay (DGI)
these  numbers, it s Average

49.8 50.5 51.3 55.7 55.7 52.6
86.6 87.4 87.3 86.3 86.4 86.8
82.9 80.7 81.0 78.1 78.6 80.3

69.9 69.7 68.0 68.4 68.1 68.8
46.1 46.1 45.0 48.5 45.5 46.2
49.8 47.0 45.7 47.7 47.1 47.5

30.0 29.2 28.7 32.9 34.8 31.1
97.2 96.8 96.9 96.2 96.5 96.7
50.7 50.2 49.8 50.0 49.1 50.0
62.0 62.4 62.0 63.0 63.2 62.5

important to fake into

account the differences in

the competences extend of TAS analyzed. Some of
them have full competence over taxes; others share
their administrative role with other organizations.

For example, the AFIP of Argentina, RFB of Brazil, DIAN
of Colombia, DEI of Honduras, SAT of Guatemala,
SAT Mexico and SUNAT of Peru; are organizations
responsible formanaging not only internal taxation but
also Customs duties. Even the AFIF of Argentina, RFB of
Brazil and SUNAT of Peru, are collecting Social Security
incomes. While other TAs, share their competence
with Customs, the treasure bureau of the Ministry of
Finance (or equivalent) or entities providing social
security.

Even when having full competency, it is possible that
some parficular functions could not be under the
TA's control, as it will be explained below. The most
illustrative example is the collection process of the Sl of
Chile and the DGII of El Salvador, that have no control
what so ever over the tax debt collection, whether it
is enforcement of voluntary compliance or coercive
collection actions, while the RFB in Brazil, DGT of Costa
Rica, SAT of Guatemala, DEl of Honduras and SET of
Paraguay have no control over the coercive recovery
of tax debfs.

But the numbers also expose the importance of import
duties on public finances in some countries on the
region. Countries like Panama, Paraguay, Dominican
Republic, Ecuador, Honduras and Guatemala, the
import dufies collection is relatively higher than the rest
of the LATAM countries, and it is likely to be reflected in
an increase in the share of VAT collected.

Although, if we leave aside all the particularities, it's
clear that TAs contribution to public finances in Lafin
America is highly important, so there is no doubt that
the evaluation of their performance, which is the core
of this study, is absolutely justified.

o
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CHAPTER 2

This chapter analyzes TAs
characteristics that are related tfo
their legal natfure, control system,
competences, functions, models
of organizational structure, as well
as budgetary aspects and fax

management costs.
2.1 Legal nature of the TA

Over the last decade of the 20th
century and the first decade of the
current one, many Latfin American
countries have determined to provide
their TA with a significant level of
autonomy and flexibility to manage
their own budgetary resources and to
implement their own staffing policies,
as well as been given a differentiated
financing system from the one applied
to the rest of the Public Administration.

TABLE N°. 2 displays the current situation

Table N° 2

Argentina (AFIP)
Bolivia (SIN)

Brazil (RFB)

Chile (SlI)
Colombia (DIAN)
Costa Rica (DGT)
Dominican Rep. (DGII)
Ecuador (SRI)

El Salvador (DGII)
Guatemala (SAT)
Honduras (DEI)
Mexico (SAT)
Nicaragua (DGl)
Panama (DGI)
Paraguay (SET)
Peru (SUNAT)
Uruguay (DGI)

Legal nature of the TA

ITIS A UNIT WITHIN THE
STRUCTURE OF THE MINISTRY OF
FINANCE (OR THE EQUIVALENT IN
THE COUNTRY) SUCH AS DEPUTY
MINISTRY, SECRETARY,
DEPARTMENT, AMONG OTHERS

X

Institutional Aspects

THEY ARE: A) A FULLY
AUTONOMOUS AGENCY, OR B)
AN ENTITY THAT ENJOYS A
CERTAIN AMOUNT OF
AUTONOMY ALTHOUGHTIT IS
ATTACHED TO THE MINISTRY OF
FINANCE (OR THE EQUIVALENT
IN THE COUNTRY)

X

X

< X

X X X X

x

regarding TAs nature and indicate

that eleven (11) out of seventeen (17)

TAs analyzed are completely autonomous agencies
or entities that enjoy certain autonomy, although not
functionally dependent of the Ministry of Finance (or
equivalent); are certainly attached to it. Only six (6)
of them (RFB of Brazil, DGT from Costa Rica, DGII of
El Salvador, DGI of Panama, SET of Paraguay and
DGl from Uruguay) are units placed in the Ministry of
Finance's organizational structure (or equivalent),
hence functionally dependent of it.

This enhanced autonomy of TAs is aligned with the
government structures reforms that have been a
constant strategy implemented for the past thirty (30)

years, with the intent to achieve high quality services
deliver at lower cost.

The TAs have also been affected by this trend,
which has resulted, in many cases, to obtain a semi-
autonomy entity status to facilitate the improvement
of their functions and tax collection performance with
further maneuverability managing human resources
and budgefting. This frend have been gaining adepfts
in many countries around the world, not just in LATAM,
but in the OECD countries, twenty (20) TAs have fully
functional autonomy, though fourteen (14) do not
have'.

' See (2010) OECD Comparative Series.



In the case of LATAM, Peru was the first country to
transform its TA by giving them more flexibility by
creating in 1991 the SUNAT and infroducing an
organizational model that incorporated a significant
improvement from the financing of TAs point of
view, allocating 2% of fax revenues collected fo
be incorporated info its budget. This new financing
model was not adopted in general by Anglo-Saxon
countries, which | think it is worth pointing out, were
pioneers in granting autonomy to their TAs, and yet
was followed by many other countries in Latin America
(for example, AFIP of Argentina, SIN of Bolivia and SAT
of Guatemala).

However, the TAs classification, depending on whether
or not they have autonomy, must be sub-sectioned,
because even among the “autonomous” ones there
are important differences regarding their operational
scope.

For example, the AFIP can hire its staff independently,
setting salaries scales away from the rest of the
Public Administration. The budget is closely linked to
the TA administration performance
and results. The principal authority is
appointed by the President (endorsed
by Congress) and has a guaranteed
term of four (4) years, among other
aspects. In contrast, other countries

TABLE N° 3

STATE OF THE TAX ADMINISTRATION IN  LATIN' AMERICA: 2006-2010

questionnaire (QUESTION 2.5) show that ten (10) of them
are allowed to do it (AFIP of Argentina, SIN of Bolivia,
RFB of Brazil, Sl of Chile, DIAN of Colombia, DGII of
Dominican Rep., SAT of Guatemala, DEIl of Honduras,
SATin México and the DGI of Nicaragua). On the other
hand, only some of them (AFIP of Argentina, SIN from
Bolivia, DIAN in Colombia, DGIlI of Dominican Rep.,
SAT of Guatemala, DEIl of Honduras, DGI of Nicaragua
and DGl of Uruguay) can set salaries different from the
rest of the Public Administration, as indicated by the
answers fo the questionnaire (QUESTION 2.6).

Some evidence on the importance that TAs have
gained in recent years comes from the fact that most
of them -thirteen (13) out of seventeen (17) - the
designation of the top authority is appointed by the
President of the country, as shown in Table No. 3.

However, in all countries except for Argentina and
Bolivia there is no minimum legal period of time for
the TA's highest authority permanency (SEE ANSWER
TO QUESTION 3.2).

Nomination of the TA highest authority

with also “autonomous” TAs have
much smaller operating margin.
Analyzing the response to the
questionnaire (QUESTION2.1) itisevident
that no TA approvesits budget directly,
except for the SAT of Guatemala.
On the other hand, reviewing the
freedom to independently modify its
organizatfional structure, the answers
to the questionnaire (QUESTION 2.3)
shows that only a few organizations
(AFIP of Argentina, RFB of Brazil, SAT
of Guatemala, ISD of Honduras, DGI
of Nicaragua and the DGIl from
Dominican Republic) have it.

Regarding the autonomy to hire the
human resources, the answers to the

LEGISLATIVE MINISTRY OF
ASSEMBLY FINANCE
(OR TS (OR TS PRESIDENT ~ OTHERS

EQUIVALENT) EQUIVALENT)
Argentina (AFIP)1/ X
Bolivia (SIN) X
Brazil (RFB) X
Chile (Sl1) X
Colombia (DIAN) X
Costa Rica (DGT) X
Dominican Rep. (DGII) X
Ecuador (SRI) X
El Salvador (DGII) X
Guatemala (SAT) X
Honduras (DE) X
Mexico (SAT) 2/ X
Nicaragua (DGl) X
Panama (DGI) X
Paraguay (SET) X
Peru (SUNAT) X
Uruguay (DGI) X

1/ Endorsed by Congress.

2/ Ratified by the Senate or, where appropriate, of the Permanent Commission of

Congress.
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2.2 TAs control system

Despite TAs increasing level of autonomy, it looks like
civil society has been progressively getting involved
directly or indirectly with TAs management. Thus,
answers fo the questionnaire (QUESTION 2.7), shows
that the DIAN of Colombia, SRl of Ecuador, SAT of
Guatemala and SAT of Mexico, have members
of delegates, advisers or business associatfion
representatives, participating in the managerial
process through directories, advisor boards and similar
gathering meeting. Although the AFIP of Argenfing,
SIN of Bolivia and the DGII of Dominican Republic, they
do not directly participate in the managerial process,
they contribute through advisory councils constituted
by members of the public sector or academics.

Furthermore, TAs are becoming highly important
organizations for Governments and therefore must
be subjected to rigorous internal and external
control measures to identifying areas
most suscepfible to potential fraud to
developing appropriate strategies 1o

TABLE N° 4
|

to improve their performance. Although there are no
studies supporting such improvement, in general the
perception of autonomy, while it is not the ulfimate
solution, it does support the modernization process
and improve the organizations performance. But
it is noteworthy that the transformation process is
expensive and it takes fime, fransformation alone
with out a broader strategic plan does not solve
TAs infrinsic problems. It must be reminded that TAs
operational systems should be subject to rigorous
infernal and external controls in order to supervise their
effectiveness, efficiency and tfransparency, thus the
control measurements are much more needed in the
case of autonomous organizations.

2.3 Competences, functions
and organizational model

The competencies and functions developed by TAs
have varied over time, since the late 90s and the early

Controls applied to TAs in LATAM.

assure the fransparency. COMPTROLLER OR LEGISLATIVE INTERNAL
COURT OF AUDITS ASSEMBLY CONTROL UNIT
Control measures should verify the . YES NO YES  NO YES  NO
accuracy of information provided to the Ar??”*'”c (AFIP) X X X
ublic, the compliance of the strategic Bolivia (SIN) . ) .
P ' P 9 Brazil (RFB) X X X
lines and goals that have been defined Chile (Sl X X X
by political authorifies, the safe handling Colombia (DIAN) X X X
and custody of sensitive information, the Costa Rica (DGT) 1/ X X X
preventative and corrective measures in Dominican Rep. (DGII) X X X
case of TA's staff misconduct, etc. Ecuador (SRI) X X X
El Salvador (DGII) 2/ X X X
The results are quite satisfactory and Guatemala (SAT) X X X
seem fo reflect that TAs in LATAM is subject Honfjuros (DEI) X X X
to many controls. As shown in Table No. mexuco (SAT)DZI i(( X « i
4 all TAs are subject to the supervision of icaragua (DGI)
" ol Th t of Audit Panama (DGI) X X X
e Comptroller or the Court of Auditors, Py (o) X X X
at least nominally, most of which are Peru (SUNAT) 4/ X X X
subjected to the Parliament control - ten Uruguay (DGI) X X X

1/ The DGT doesn’t have an internal control body, but has an Internal Control Area.

(10) out of seventeen (17) - and almost
all of them have an internal control body

2/ As Ministry of Treasury, a yearly report is provided. The Internal Control proceeds
-fifteen (15) out of seventeen (17) -.

from the Ministry of Treasury.

3/ This administrative unit depends functionally on the Secretariat of Public Service,
. but organizationally and remuneratively on the SAT.
In  conclusion, TAs

fraditionally been considered as a way

\Y%
autonomy  have 4/ This function is making more suitable the laws that create an internal control system,

and the regulatfion rules applicable. These rules regulate the compulsory
implementation of the Internal Control System (COSO) in all Governmental
Institutions, including SUNAT. Act 28716/RC320 2006CG .



2000s, there was a clear frend towards integration of
the organizations responsible for collecting domestic
customs departments and security
incomes. Specifically in LATAM the integration of

faxes, social
customs and TAs was quite extensive and many
countries went for this new kind of operational
option. However, this practice has stopped at least
temporarily.

Table No. 5 shows that seven (7) out of the seventeen
(17) TAs manage domestic taxes and customs
resources combined, and additionally three (3) of
them (AFIP of Argentina, RFB from Brazil and SUNAT in
Peru) are also responsible for collecting social security
incomes. Furthermore, some TAs are responsible for
administering sub-national governments taxes, and
even specific non-tax revenues as royalfies, fees, etc.

It is noticeable that the integration process of TAs in
Latin America involving the areas of internal taxation
and customs, as mentioned before, has been stopped
inrecent years. It is not easy to understand the reasons
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this frend seems to happen, but it is worth mentioning
the significant impact of the fariff dismantling that
have led to a substantial reduction of importance
in the tax collection on foreign trade, the increasing
importance of the matters related to security and
frade facilitation, also the impact that are likely to
have regional effects when a country like Canada
decided to re-segregate Customs from the Revenue
Agency after an integration process that have been
used as reference for other countries around the
world, efc. Maybe it is worth talking info consideration
that infegration processes are sometimes more formal
than real, that there are strong internal resistance or
that infegration processes have often been absorption
processes based on the mistrust among the parties,
and this has led to negative consequences for many
years, furthermore the existence of formal infegrated
organizational structures but with a very distant real
functioning.

Comparing the previous mentioned situation with
the OECD countries, it is remarkable that due to

TABLE N° 5 TAs Competences
INLAND CUSTOMS
REVENUE ADMINISTRATION

Argentina (AFIP) X X
Bolivia (SIN) X
Brazil (RFB) X X
Chile (SlI) X
Colombia (DIAN) X X
Costa Rica (DGT) X
Dominican Rep. (DGII) X
Ecuador (SRI) X
El Salvador (DGII) X
Guatemala (SAT) X X
Honduras (DEI) X X
Mexico (SAT) X X
Nicaragua (DGl) X
Panama (DGI) X
Paraguay (SET) X
Peru (SUNAT) X X
Uruguay (DGI) X

SOCIAL
SECURITY OTHERS
X Provincial Tax on Gross Income
X Sub-national taxes charged through SIMPLES
Municipal Tax on Real Estate
Motor Vehicle Circulation Tax
Municipal IUSI, oil and hydrocarbons royalties,
Tourism Tax and Departure Tax
FOMAV and other incomes not
related to taxation
Collect the social contributions of
independent workers
X IPM, Tax on Pleasure Sea Craft,

Gasoline Sales Tax, Mining Royalties



their tax structure and collection burden of the PIT,
the integration between domestic taxes and social
contributions is more frequent -thirteen (13) out of
thirty-four (34) counfries have chosen this solution-
than integrating of customs and infernal taxes, which
only nine (?) countries out of thirty (30) have done?.

Finally, we conclude at this point that the infegration of
tax and customs administration is one feasible opftion,
as well as any other organizational options could be
equally valid. However, what is essential and crucial is
a impervious functional coordination (with or without
organic integration), allowing a secure information
sharing between the two areas, in order to facilitate a
coordinated and consistent monitoring of compliance
with appropriate
aftention to taxpayers, although recognizing and
honoring the different functional characteristics of the

tax obligafions and customs,

two organizations.

TABLE N° é Collection powers in Latin American countries

Respecting to the roles performed by TAs in the
internal taxation field, it is worth mentioning that most
of TAs applies the procedure of tax administration
at large scope, from the information, support and
maintfenance of the taxpayer register, to the extensive
and infensive confrol.

A significant exception relevant to menfioning it is the
case of the collection procedure. Table No. é shows
that only the Sl of Chile and the DGII of El Salvador
have no competence concerning the recovery of fax
debts, whether on the voluntary or coercive phase,
on the other hand the RFB of Brazil, the DGT of Costa
Rica, the SAT of Guatemala, DEI of Honduras and the
SET of Paraguay are not accountable for the enforced
collection or coercive collection which is exercised by
other insfitutions.

2 On this last point it should be noted that on January 1, 2012 the
merger of the Tax and Customs Directorate in Portugal was perfor-
med.

IS TRESPONSIBLEFOR > T RESTONSIBLE

THE ADMINISTRATIVE FORCT(;ILEL:g;I%R; B
?
COLLECTION PROCESS? PROCESS? 1/
Argentina (AFIP) YES YES
Bolivia (SIN) YES YES
Brazil (RFB) YES NO
Chile (SlI) NO NO
Colombia (DIAN) YES YES
Costa Rica (DGT) YES NO
Dominican Rep. (DGII) YES YES
Ecuador (SRI) YES YES
El Salvador (DGII) NO NO
Guatemala (SAT) YES NO
Honduras (DEI) YES NO
Mexico (SAT) YES YES
Nicaragua (DGl) YES YES
Panama (DGI) YES YES
Paraguay (SET) YES NO
Peru (SUNAT) YES YES
Uruguay (DGI) YES YES

IF IT DOES NOT EXERCISE EITHER OR DOES THE ENFORCED COLLECTION

BOTH FUNCTIONS, WHO IS RESPONSIBLE REQUIERE A JUDGMENT OR
FOR THEM? ORDER FROM THE COURT?
YES
NO
The Attorney General of the YES
National Treasury (PGFN)
Treasury of the Republic NO
NO
General Directorate of Finance NO
NO
NO
General Directorate of Treasury
(administrative collection) and NO
Prosecutor General’s Office
(enforced collection)
The Judiciary YES
Attorney General of the Republic YES
NO
YES
NO
Attorney General of the Treasury NO
NO
YES

|
1/ Although, the coercive collection requires ajudge’s authorization letter or Court order, in the case of the AFIP of Argentina and DGI of Uruguay
we determine that they operate internal units handling the legal-administrative tasks related to the coercive process, in consequence it was

considered that they are accountable in that matter.




Certainly, beyond the adopted organizational model,
what ultimately matters is fo become acquainted with
the collection action effectiveness’s results for each
country, in correlation to bad debt charged-off and
recovered or prescribed each year. However, it can
be argued that the inclusion of coercive collection
among the TA specific functions is advisable for
valid reasons of coordination, in the collection
responsiveness, handling of information available and
in short, for effectiveness and efficiency reasons.

Alternative solutions such as collection transfers
through the administrative courts or collaborative
models between agencies, seems to be less effective

for the effective recovery of tax debts.

Considering the TAs organizational structure, it should
be mentioned that it normally have an mulfifunctional
character and there is no room fo be conceived as
an opfimal theoretfical model but it can distinguish
some significant lines or frends that make interesting
to analyze the various models under which TAs are
organized.

Reviewing the answers to the questionnaire (QUESTION
é) there is a common incidence of functional models
in TAs which essentially indicate the different stages
of the management procedures (information and
assistance, registration and voluntary collection,
collection conftrol), although it is also noficed some
level of service-oriented by taxpayers type.

The evolution is similar fo what occurred in private
companies, as well as organization of production
systems.

Only four (4) TAs responded they have a strictly
functional organization (DGT of Costa Rica, SRI of
Ecuador, DGI of Nicaragua and the DGI of Panama).
The remainder combines other criteria such as
taxpayer type, and geographic scope. Surprisingly no
country shows to have a TA organized by type of fax.

However, beyond the nominal structures and the
formal organizational charts to deftermine the real
organization of a TA, it is necessary to analyze their
intfernal processes, working methods, the informational

STATE OF THE TAX ADMINISTRATION IN  LATIN' AMERICA: 2006-2010

relations information
technology architecture and information systems

validity.

flow and especially the

Over the fime, the matter of the ideal organization
and ideal competence of a TA have been regarded
as secondary,
important the efficiency. In any case, from this
debate the need fo befter coordinate the action of
the different agencies responsible for tax collection,
should be rescued, particularly in terms of information,
having to move towards a model where information

in consequence becoming more

should be shared. This is also valid in today’s societies
with respect to TAs in the infernational and sub-
national levels.

The present analysis, which goes far beyond the scope
of this document, will allow the identification of the
occurrence of dissociations between the formal and
the real structure.

In Annex A, TAs organizational charts are presented.

2.4. Budget and financing

The financial and budgetary aspects are quite simple
in any organization, and of course also for TAs.

In recent years TAs budget executed in LATAM, have
grown significantly, as stated in TABLE NO. 7.

Inreal terms, the total budgets have grown in average
25.2%, leaving aside the AFIP of Argentina and the DEI
of Honduras cases, which show growth of more than
two (2) digits.

This figure is similar fo the 26.2% average grow
experienced by the budgets allocated exclusively to
manage infernal taxation.

It should be noted that the lack of a “cost per process”
calculation, prevents to include the RFB of Brazil, the
DIAN of Colombia, SAT of Guatemala and SUNAT of
Peru, in this table.

Substantial but unequal increases have been seen.
However, it seems clear that currently TAs in LATAM
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TABLE N° 7 TAs Budget in LATAM
|

YEAR 2010 (US$ MILLIONS) REAL VARIATION (%) 2010/06 COST OF COST OF
COLLECTIONIN ~ COLLECTION IN
TOTAL Q(A:?r:mlﬁz; TOTAL E;?,"E?‘%’:TTU‘;EFS RESPECT T RESPECT 10
EXPENDITURES EXPENDITURES TAs TOTAL COUNTRIES GDP
INTENDEND FOR INTENDED FOR

INTERNAL REVENUE INTERNAL REVENUE COLLECTION (AVERAGE

(AVERAGE 2006/10) 2006/10)
Argentina (AFIP) 2,452.3 1,508.8 153.6 127.4 2.01 0.55
Bolivia (SIN) 22.5 22.5 -13.9 -13.9 0.73 0.13
Brazil (RFB) 4,415.0 n.a. 59.0 n.a. 0.97 0.21
Chile (SH) 1/ 260.6 260.6 39.3 39.3 1.05 0.12
Colombia (DIAN) 2/ 381.0 n.a. 23.8 n.a. 0.98 0.12
Costa Rica (DGT) 51.0 51.0 88.5 88.5 1.40 0.14
Dominican Rep. (DGlI) 81.2 81.2 50.4 50.4 1.66 0.16
Ecuador (SRI) 79.0 79.0 52.2 52.2 1.30 0.12
El Salvador (DGII) 16.6 16.6 -3.1 -3.1 0.89 0.08
Guatemala (SAT) 105.4 n.a. -1.8 n.a. 2.30 0.27
Honduras (DEI) 33.7 n.a. 349.7 335.8 1.14 0.17
Mexico (SAT) 945.0 772.0 0.5 -3.8 1.03 0.09
Nicaragua (DGI) 185 15,5 -13.3 -13.3 1.90 0.22
Panama (DGlI) 10.0 10.0 n.a. n.a. 0.50 0.04
Paraguay (SET) 26.8 26.8 34.4 34.4 2.47 0.14
Peru (SUNAT) 391.2 n.a. 6.3 n.a. 1.54 0.29
Uruguay (DGI) 81.1 81.1 31.2 31.2 1.35 0.20
Average without AFIP and DEI 25.2 26.2 1.37 0.18

|
1/ The executed budget did not considered the "floating debt". A "floating debt"is an accrued but not paid debt.
2/ There are no costs units in charged to provide detailed breakdown of the data used.

have, in general, more resources than a few years
ago, which highlight their growing importance and
the increased support they are receiving from political
instfances. Thus will help to overcome particular
circumstances of permanent lack of funds in TAs
of some LATAM countries that prevents the proper
application of the tax system.

The TAs must work effectively and efficiently with the
minimum necessary resources to ensure appropriate
operation, requires having an adequate
number of staff, a reasonable remuneration to attract
and keep suitable staff, a sufficient level of investment
(especially in technology) and decent facilities o
serve the citizens.

which

If these minimums are not guaranteed, the TA
becomes ineffective and the savings apparently
achieved become in fact a waste of resources.
Perhaps, this is why in some countries and at certain
period of fime, have been so fightfisted with their TAs,

sending a clearly negative message to society and
forgetting (or perhaps not) that the financial resources
invested in the TA, to a certain reasonable level, are
very profitable for countries.

As already mentioned, a differential characteristic
in TAs in LATAM with autonomy is that most of them
obtain a significant porfion of their resources from
the tax revenue allocation. SUNAT of Peru started the
process then was subsequently followed by other
countries in the region. This type of financing does
not occur in other European or North American TAs,
awarded with autonomy, with the exception of the
Spanish Tax Agency that has a financing system with
some similarities.

The TAs which include along their financing sources a
share of the revenues collected are only the AFIP of
Argentina, the SIN of Bolivia, SAT in Guatemala, SUNAT
of Peru and the DGII of Dominican Republic, as shown
by the answers to the questionnaire (QUESTION 10).



On this point it is appropriate to comment that the
reality is far from the previsions established by the rules
of creation of the autonomous or semiautonomous
organizations. Indeed, this form of financing the TA
has always been much deliberated (excessively high
sharing percentage, discrimination in other areas of
public administration, weak impact of the TA in the
short-term voluntary collection etc.) and currently
just a few countries fully implemented it since the
resources available to the TA, ultimately depend on
the government which authorize the total amount of
credits or the TA spending limit.

Since the usage of a tax revenue sharing agreement
between Central Government and TAs is not direct,
automatic and unconditional, it does not guarantees
fo have the available, besides TAs
occasionally have to return to the Treasury a significant
part of their income or are authorized to spend much
less from their theorefical revenues, so they do not
benefit from the system.

resources

In LATAM, some of the institutions sharing tax collection
have seen how the staffs salaries and benefits were
freeze for many years while a large proportion of
theoretical revenue that corresponded to TAs was
returned.

It seems that the system of revenue sharing is not the
solution to TAs financial problems and it is appropriate
and necessary to establish adequate budgetary
scenarios allowing planning the need for significant
investment in the medium term. It is tfrue that sharing
the collection usually works plus allowing overcoming
the initial investment effort, but their maintenance
in the medium term depends on the political will
of governments to provide the TA with the means
necessary for its appropriate functioning. Perhaps the
program of temporary licison between the TA and the
Government for a period of four (4) or five (5) years is
a less ambitious solution but it is more useful to provide
stability and predictability to the TA budget and at the
same time amalgamate the quality and quantity of
the work done with the available resources.

In the final

analysis, the appropriate allocation

of resources for TAs and its correct operational
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performance, is certainly essenfial furthermore
the political will should be resounded in order to
implement the proper tax system as instructed by the
Parliament. The TA should be an example of austerity
and precision managing its resources and cannot be
excluded from the limitations of budget, just like the
rest of the Public Administration. The multiplier effect
that the TA allocated resources have, when they are
properly managed, cannot be forgotten as well as
that TAs must have a stable budgetary framework for
projects that may pose long-term investment (e.g.
Information Technology systems) allow them to define
the level of services to provide and control actions to

be performed.

It is important to understand how TAs spends ifs
budget, i.e., on what the resources are exhausted.
Due to not having a breakdown of the distribution
cost by activities of TAs, this analysis will combine the
expenditure distribution at the level of total budgets
in certain TAs with the distribution of expenditure
exclusively involved in the management of internal
taxation of others.

In TABLE NO.8, shows in details the situation in each
country and displays that on average for the year
2010, 68.1% of budgets where directed toward staff
costs, 21.4% for current expenses, 6.1% for investments
and 6.3% for other expenses.

If insfead of considering the median values for the
analysis it focused on the situation of each TA, large
differences will be noticed. Thus, in relafion to staff
costs, the values range from 89.0% of the AFIP of
Argentina and 42.3% of the SET of Paraguay, with
values higher than 80.0% for the DGI of Uruguay, the
DEI of Honduras, the SAT of Mexico and the Sl of Chile.

Regarding investments, with the 2010 data, the
differences are quite significant. In general the
resources allocation for investments are low, although
thereis a clear exception, the DIAN of Colombia, which

spends more than 30% of its budget on investments.

Besides the DIAN, only the SRI of Ecuador and the
DGI of Panama investments exceed 10%, while six
(6) TAs (AFIP of Argentina, DGII of El Salvador, DEIl of
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TABLE N° 8 Budget by type of expenditure. Year 2010.

2.5. The tax administration cost

STAFF OPERATIONAL VESTHENTS OTHER As already menﬂonfed. before,. the

EXPENDITURES ~ EXPENDITURES EXPENDITURES proper use of the limited available
Argentina (AFIP) 89.0 10.2 0.4 0.3 resources is a basic prerequisite for
Bolivia (SIN) 55.3 412 3.5 TAs functionality, since it conditions
Brazil (RFB) 72.1 25.7 2.0 0.2 the social perception of its operation
Chile (SlI) 1/ 81.9 12.6 4.8 0.7 and the use of public revenues, and
Colombia (DIAN) 46.4 10.9 39.1 3.6 as consequence it influences the
Costa Rica (DGT) 55.2 20.8 1.3 22.7 level of voluntary compliance with tax
Dominican Rep. (DGII) 62.9 30.8 6.0 0.2 obligations by taxpayers.
Ecuador (SRI) 63.3 24.1 11.4 1.3
El Salvador (DGII) 76.3 23.3 0.4 0.1 . . .
Guatemala (SAT) 575 377 43 0.5 In this regard, in recent years studies
Honduras (DEI) 85.5 14.0 0.5 have been widespread conducted to
Mexico (SAT) 2/ 83.4 16.3 03 identify TAs efficiency level and their
Nicaragua (DGI) 773 224 0.1 position in relation with other countries
Panama (DGI) 57.5 31.3 11.2 organizations.
Paraguay (SET) 3/ 42.3 0.1 7.6 50.0
Peru (SUNAT) 4/ 63.0 32.5 4.5 0.0 Although comparisons between
Uruguay (DGl) 88.6 8.9 0.7 1.7 TAs from different countries are only
Average 68.1 21.4 6.1 6.3

|
1/ The executed budget did not contain the "floating debt". A "floating debt" is an

accumulated value but not paid debt.

relafively significant, given the different
structural organization among them
and the different political ideologies,

2/ In the investment chapter the IT investments are not shown which are financed

through a trust.

3/ In the current expenses only the basic services were considered.

4/ The data include the budget for the collection of social security contributions.

Honduras, DGI of Nicaragua, SAT of Mexico and the
DGl of Uruguay) they do not even reach 1%, and two
(2) TA (RFB of Brazil and the DGT of Costa Rica) they do
not exceed 2%.

The average value of TAs investments is quite small,
6.1% (diminished fo 3.9% when excluding the DIAN
of Colombia) thus in many countries it is clearly
insufficient and its require to take immediate action
for maintaining the TA appropriate functioning.

However, it should be mentioned that some TAs (E.g.
The SAT of Mexico) cover it technology investments
through loans from international organizations or trusts,
that are not always evidence on TAs expenditure
budget.

In conclusion, in many Lafin American countries the
level of investment is not stable enough, consequently
can compromise TAs future.

territorial, demographic, etfc., scopes in
which they operate, the rates provide
the leads fo have some idea of ifs
operation and organization.

It should also be reminded that efficiency and
effectiveness are different concepts but we tend to
analyze the efficiency since although it is difficult and
relafively significant, however trying to determine the
level of TAs effectiveness is even more difficult.

The table No. ¢ displays TAs managing cosfs in LATAM
for the period 2006-10, assumed as the relationship
between the budget executed by each TA and total
netrevenues managed effectively by each TA. Again,
due to the lack of detailed cost distribution activities
in several TAs, this analysis was prepared with the total
budget, rather than the budget solely for the internal
taxation management.

On average and as shown on the period 2006-10, the
cost of applying the tax system in LATAM was 1.37% of
net revenue managed by the TA, but with noficeable
differences between countries.
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TABLE N° 9 TAs management costs be due to an increase of tax collection due
I — to an Qppropr]o‘[e funcﬁoning of the TA or
COST OF COLLECTION COST OF COLLECTION . . o )
IN RESPECT 10 IN RESPECT TO fo a highly rigorous budget administration
TAs TOTAL COLLECTION COUNTRIES GDP but also due to tax increases imposed by
(AVERAGE 2006/10) (AVERAGE 2006/10) regulatory  modifications,  unnecessary
Argentina (AFIP) 2.01 0.55 . .
reductions on the investments level or
Bolivia (SIN) 073 013 current  expenditure, an increase of
Brazil (RFB) 0.97 0.21 ) P "
Chile (Sll) 1/ 105 0.12 domeshc demand T? increase the volume
Colombia (DIAN) 2/ 0.98 0.12 of imports etc. Obviously, the assessment
Costa Rica (DGT) 1.40 0.14 percentage is quite different in every case.
Dominican Rep. (DGII) 1.66 0.16
Ecuador (SRI) 1.30 0.12 On the contrary, the size and cost of each
El Salvador (DGII) 0.89 0.08 TA should keep a direct relationship with
Guatemala (SAT) 2.30 0.27 the size of the country, its population and
Honguros (DE) 1.14 0.17 distribution, economy-size, etc. In this sense,
Z\gxmo (SAT)DGI 122 ggz the same table gives the percentage of TAs
icaragua (DCI) : : total budget in LATAM and their GDP. The
Panama (DGI) 0.50 0.04 0.18%) is sliahtly bel the OECD
Paraguay (SET) 2.47 0.14 average (0.18%] is slightly below the
Peru (SUNAT) 1.54 0.29 (0-2%).
Uruguay (DGl) 1.35 0.20
Average 1.37 0.18

1/ The executed budget did not contain the "floating debt". A "floating debt"is an
accrued but not paid debt.

2/ There are no costs centers to provide discriminated data.

Thus, some TAs have very low operational costs
(especially the DGI of Panama, the SIN of Bolivia and
the DGl of El Salvador) that clearly manage cost under
1%, while the AFIP of Argentina, the SAT of Guatemala
and the SET of Paraguay have a manage cost higher
than 2%.

The cost of tax collection in LATAM, it is at levels slightly
above the OECD countries that had an average cost
of 0.96% in 2009.

After investigating the frend, it can be evident that
in 2009 the management costs in Latin American
countriesincreased significantly as aresult of the severe
drop in tax collection due to the economic crisis, plus
the delay of national budgets to adjust quickly fo the
low budgets of the public entities, among them TAs.

It should be noted, that this percentage is not itself a

precise reference, furthermore entails a detailed case
by case analysis, since a high level of efficiency may
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CHAPTER 3

Human Resources

The personnel management policy includes a number
of areas, so, this chapter will address different issues
relating the organization and personnel allocation,
selection and recruitment, training, compensation
models, ethical codes and disciplinary regimen.

3.1. Staffing

Just like any public organization, that operates alarge
number of procedures with a complex technical and
legal fluctuating components, TAs are fundamentally
based on the capacities of the staff they have.

A qualified,
technical level, updated and with a reasonable and

integrated workforce, with a high

TABLE N° 10 Staffing.

commensurate salary level, matching their country's
conditions is essential to properly develop the functions
assigned to the TA.

These requirements are especially necessary when the
TA professionals must communicate to tax specialists
who defend the interests of private companies.

The TAs in LATAM have had a significant progress in their
total staff allocation for the period 2006/10. Actually,
out of thirteen (13) countries of which complete
information is available, in only ten of them (10) there
have been growing and in three (3) there have been
areduction and the average variation is 12.5% positive
for the total budget, as reflected in Table No.10.

s

STAFFING VAR. % 2010/04 SCOPE OF INLAND REVENUE STAFF
T0TAL ONLY INLAND - ONLY INLAND IN RESPECT OF IN RESPECT OF THE
REVENUE REVENUE THE POPULATION WORK FORCE
Argentina (AFIP) 23,170 13,140 9.7% 4.2% 3,084 1,398
Bolivia (SIN) 1,506 1,506 -16.9% -16.9% 6,923 3,334
Brazil (RFB) 26,473 n.d. 60.5% n.d. n.d. n.d.
Chile (SlI) 4,095 4,095 11.3% 11.3% 4,198 1,896
Colombia (DIAN) 8,648 4,366 7.8% -14.5% 10,424 4,913
Costa Rica (DGT) 953 953 n.d. n.d. 4,876 n.d.
Dominican Rep. (DGII) 2,646 2,646 -7.6% -7.6% 8,738 1,897
Ecuador (SRI) 3,114 3,114 44.2% 44.2% 4,749 2,067
El Salvador (DGII) 1,087 1,087 2.7% 2.7% 5,395 2,405
Guatemala (SAT) 4,066 2,029 n.d. 38.4% 7.078 2,799
Honduras (DEI) 2,490 1,046 n.d. n.d. 7,688 3,153
Mexico (SAT) 35,855 25,105 9.5% n.d. 4,327 1,866
Nicaragua (DGl) 1,911 1,911 43.3% 43.3% 3,043 1,244
Panama (DGI) 634 634 n.d. n.d. 5,563 2,456
Paraguay (SET) 953 953 -36.8% -36.8% 6,718 3.124
Peru (SUNAT) 7,411 4,677 2.4% n.d. 6,319 3,364
Uruguay (DGI) 1,617 1,617 31.9% 31.9% 2,076 1,056
Average 12.5% 9.1% 5,387 2,465



However, it is noted that a large dispersion on the
evolution of the payroll with very strong increases on
the RFB of Brazil, SRI of Ecuador, DGI of Nicaragua and
the DGI of Uruguay, and, in contrast, sharp reductions
in the Sin of Bolivia, the DGII of Dominican Republic and
especially in the SET of Paraguay.

The dissimilarities that exist in a relatively homogeneous
region as Central America are also noteworthy.

When it is analyzed in detail, only the staff involved with
the management of intfernal taxation, the situation
is quite similar. Out of eleven (11) countries of which
complete information is available, seven (7) have been
growing and in four (4) there have been a reduction
and the average change of 9.1%is positive, as reflected
in the same table.

It is also noted, that in addition to the previously
mentioned TAs, a large dispersion in the evolution of the
workforce with robust increases, is observed in the SAT
of Guatemala; besides sharp reductions in the DIAN of
Colombia.

Following the data analysis, in particular with regard to
distribution of employees among the permanent staff,
temp worker or other labor situations, payroll in TAs in
LATAM is clearly the maijority, representing 80.7% of the
total work force, in 2010.

Only in the DGII of El Salvador, temporary hired staffs are
a majority (75.9%) and they are also significant in the
SIN of Bolivia and the Sl of Chile where they represent
25.9% and 38.2% respectively.

Furthermore, a basic analysis to determine the relative
TAs staffing in different countries, could be done
by comparing the total payroll with the country’s
economic active population.

As shown on the above-mentioned table, the data of
the Latin American countries show an average value
of 5,387 when considering only the staff working on
management of internal faxation. In relation to the
economically active population, the average number
of staff is 2,465.
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The correlation between population and the TA staff is
much higher in LATAM than in European countries, or
even OECD countries where the average is around
1,338 inhabitants per employee. For example, in the
Netherlands 697 and 1,928 in Spain. In other countries
such as Canada, Australiac and New Zealand the
average is roughly 1,000 to 1,100 inhabitants per
employee.

However, it should be noted that TAs of many of the
mentioned countries were developed years ago when
the technology did not provide the current advantages
and possibilities, and they had to incorporate a lot of
staffing that now tends to decrease.

However, the obtained results must be relativized and
watched carefully due fo the different TA organization
in each country, in ferms of powers assumed (customs,
social security, land registration, enforced collection,
real estate property tax and vehicle policy tax, etc.).
Furthermore, the influence of political-territorial
structure of each country (centralized or federal) and
their country size are also important.

In conclusion, in some TAs in LATAM some growth in
staffing would be convenient but with caution, to
be placed in certain specialized areas (international
taxation, big corporations, in-depth audit etc.) and
taking into account the full use of new technologies,
the possible vertical or horizontal infegration processes
that the TAs can undertake or other significant
organizational changes.

3.2. Distribution of the staff

It is inferesting to understand how the organizations
distribute their personnel, base on the different

functions they perform.

The staff distribution by function, and therefore the
resources allocation to different areas of the TA, its
important since it represents the priorities of each
organization and its real strategy.
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In general, all TAs emphasize that they have two main
priorities: make it easier for taxpayers to comply with
their obligafions and fight tax fraud and tax non-
compliances.

However, analyzing the questionnaire responses, it
appears that in some countries the reality does not
match the declaration of principle.

Thus, it is noteworthy in Table No. 11 the insufficient
resources that, on average, are infended directly to
the conftrol and registration, collection and recovery
(just 30.1% and 25.2%, respectively) in the region, and
two (2) TAs engaged less than 20% of their resources
fo control.

Allocated resources to each area, so for example,
for counseling services and assistance, the DGI of
Panama assigns 25.9% of its staff while two (2) countries
spend less than 5%.

As for the managerial staff (management), it is
considered that the directive areas should be at
around 10%, with the exception of the DGT of Costa
Rica, this is achievable in LATAM. It is generally

advisable to move fowards management areas
relatively small, highly qualified, dedicated exclusively
fo planning and establishing how they should perform
in the operational areas and without assuming
responsibilities that distract managers from their main
function.

It is surprising that the representation ratio of
areas of administrative services, human resources
management, information technology and others
were so high (22.4%).

In conclusion it can be affirmed that it would be
appropriate for the monitoring compliance for tax
obligations and their collection, fo have more staff
assigned so the TAs can properly fulfill their function of
ensuring proper implementation of the tax system.

About the distribution of staff, between normative
areas (central services) and operafional areas,
the ratio is 20.9 to 79.1. It looks like the coverage of
normative areasis too high on average and especially
in some TAs, where the cenftral services represent over
30% of the total allocation.

TABLE N° 11 Distribution of the TAs employees in LA by function. Percentages.
GUIDANCE AND EXAMINATION
ASSITANCE TO AND
TAXPAYERS AUDITING
Argentina (AFIP) 8.6 42.9
Bolivia (SIN) n.d. n.d.
Brazil (RFB) n.d. n.d.
Chile (SlI) 13.6 50.6
Colombia (DIAN) 12.2 25.6
Costa Rica (DGT) 13.2 23.1
Dominican Rep. (DGII) 7.4 17.4
Ecuador (SRI) 23.1 34.8
El Salvador (DGII) 17.7 41.4
Guatemala (SAT) 1.7 31.8
Honduras (DEl) n.d. n.d.
Mexico (SAT) 7.8 34.3
Nicaragua (DGl) 7.1 21.6
Panama (DGI) 25.9 24.0
Paraguay (SET) 3.1 14.9
Peru (SUNAT) 17.0 35.3
Uruguay (DGI) 8.0 28,5
Average 11.9 30.1

REVENUE LEGAL AND
AND LITIGATION DIRECTORATES OTHERS

COLLECTION SERVICES
13.6 16.4 1.4 17.1
n.d. n.d. n.d. n.d.
n.d. n.d. n.d. n.d.
0.0 9.9 0.8 25.2
28.0 6.6 1.3 26.2
44.5 1.0 13.6 4.5
30.5 1.9 0.2 42.6
6.5 10.3 8.7 16.6
15.0 9.8 0.2 15.9
35.4 6.5 0.4 24.2
n.d. n.d. n.d. n.d.
29.4 9.1 0.0 19.3
39.0 6.9 0.7 24.6
12.0 3.0 0.6 34.5
44.7 6.0 8.9 22.4
13.8 7.3 3.4 23.2
40.7 4.7 5.7 17.5
25.2 7.1 8.3 22.4




This means, in many cases, some confusion
between the normative and operational tasks as
it is not uncommon to see TAs, that reserve for their
headquarters some actions or records of particular
relevance and purely bureaucratic administrative
tasks. In parallel, many operational functions have to

be decentralized to the territorial services.

3.3. Selection and fraining

Proper selection and staff training is one of the most
important elements for the TAs o successfully manage
complex tax systems and to transform, professionalize
and strengthen organizations.

The answers to the questionnaire (QUESTIONS 28, 29
AND 30) expose the policy and procedures for the TAs
staff hiring process, the types of assessment needed
to approve and if those tests are specifically required
for the TAs or otherwise of general acceptance and
application to all public sector entifies.

Itis apparent that all TAs hire their staff with a permanent
employment status or at least mixed contract forms
between temporary contracts
employment confracts, in addition the answers to
the questionnaire indicate that all job candidates
or applicants are required to have an appropriate
professional or academic qualification for the applied

position, except for the DGI of Nicaragua.

and permanent

Furthermore, with the exception of four (4) TAs — DGT
of Costa Rica, DEI of Honduras, SAT of Mexico and the
DGl of Panama, it is required to pass specific technical
tests. Evenin five (5) TAs — RFB of Brazil, Sl of Chile, SRI of
Ecuador, SAT in Mexico and SUNAT of Peru- it is required
to pass selective courses at the TAs training centers.
Therefore, it seems that the process is formally
impeccable then it is needed to ensure that the
selection processes are sufficiently transparent and
the tests are rigorous and challenging, plus that are
called with sufficient publicity advertising to ensure
access to public sector jobs base on merits or technical
qualifications of candidates.
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The educational background of the TAs staff in LATAM
is high, as reflected in GRAPHIC NO. 2.

Infact, on average, more than 50% of the TAs staff have
bachelor degree that is a much higher percentage
than the average educational level of the OECD
countries. Practically, the majority of the TAs personnel
are university graduates. In eight (8) TAs — RFB of Brazil,
Sl of Chile, DIAN in Colombia, DGT of Costa Rica, SRI
of Ecuador, SAT of Mexico, SUNAT of Peru and the DGl
of Dominican Republic- this group represents over 60%
of the total employees.

In addition, the staff continuous fraining process have
become a priority and most of the TAs possess training
units that use face to face or distance instructional
methods to keep staff updated on technical matters
and tax management.

This is suggested by the answers to the questionnaire
(QUESTIONS 31, 34, 35 AND 37) that also report the
number of teaching hours in 2010 and the number of
staff tfrained.

The permanent fraining process for professional
incentive should be a priority for the TAs to ensure a high
level of quality performance, especially considering
that tax officials have to deal with proficient specialists
working for business and professional offices, and have
fo do it with the adequate technical background.

3.4. Remuneration and incentives policies

The TAs staff professional level depends on the
remuneration policies and the relafive position of the
TAs staff salaries compared to the private sector and
also to the rest of the Public Administration.

The level of the TAs staff remuneration is a fundamental
factor, since it is not feasible to have highly skilled
technical professionals, with full dedication to the
organization, low rotation and high personnel stability,
with out a financial compensation appropriate to the
circumstances of each country. The remuneration
policy is an essential tool to lead organizations and
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GRAPHIC N° 2

Average academic background of the TAs staff in LATAM. In Percentages.
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also the TAs, even in austere environments and strict
control of public expenditure. They should avoid
repeafing the same mistake, offering very low wages,
since they cannot hire highly qualify professionals,
honest and fully dedicated to the organization.

Regarding the level of remuneration received by
the TAs staff, it shows that the salary seems to be
associated to the staff performance, especially those
employees specifically related to the overall results
of the TA. As seen in the answers to the questionnaire
(QUESTIONS 45 AND 46), ten (10)TAs —AFIP of Argenting,
Sl of Chile, DIAN of Colombia, DGII of Dominican Rep.,
SRI of Ecuador, SAT of Guatemala, DGI of Nicaragua,
the DGI of Panama and the SET of Paraguay and
the DGI of Uruguay - have established a variable
compensation system for their staff and six (6) of them,
AFIP of Argentina, SIl of Chile, DIAN of Colombia, DGII
of Dominican Republic, SET of Paraguay and DGI from
Panama- the variable compensation component
represents over 20% of the total staff salary. Increasing
the application of variable compensation systems and
it ratio of compensation to total salary, base on the
quantity and quality of performed work, is a positive
path on which the TAs should continue to progress.

Technical/Vocational
Education

Administrative
Training

The TAs staff remuneration of each country must
be analyzed and compared to its socio-economic
environment and the wages of public and private
organizations more or less comparable.

That was the purpose of QUESTIONS 41, 42 AND 43 of the
questionnaire, to compare the compensation of a
TAs junior auditor with the same or similar professional
on the rest of the Public Administrafion, also with
some specific public institutions (Central Bank and
Comptroller’'s Office) plus private sector entities.

The results are positive for the TAs personnel, when
compared their compensations with the ones
of comparable officials of the rest of the Public
Administration, as in eight (8) of them the salaries are
higher and in none of them are lower. On the conftraire,
if the comparison is made with the compensation of
similar officials of specific public institutions such as the
Central Bank and the Comptroller's Office. Whereas
in six (6) TAs are similar -RFB of Brazil, SIl of Chile, the
SAT of Mexico, DGIl of Dominican Republic, DGI of
Nicaragua and the DGI of Uruguay-, on the rest of
the analyzed TAs the compensation are lower. Only in
the case of the AFIP of Argentina, the compensation
exceeds the ones offered by the Cenftral Bank or the




Comptroller's Office.

The comparison with the compensation of similar
officials of the private sector is clearly in favor of the
private party. According to the information provided
only in seven (7) TAs are higher or much higher -
AFIP of Argentina, RFB of Brazil, Sll of Chile, DIAN of
Colombia, SRI of Ecuador, SAT of Guatemala and DG
of Uruguay-. Once again, only the AFIP of Argentina
with a compensation that exceeds in more than 40%
the salaries of the private sector. On the other end, the
SUNAT of Peru stands out for having significantly lower
compensations.

In conclusion, it appears that the TAs current salary
level in LATAM, with specific exceptions, is quite
reasonable and consistent with the socio-economic
environment of each country, that certainly will result
in a good functioning of the organizations responsible
forimplementing the tax system, since it is not possible
that the TA would work well if it does not pay well its
employees.
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3.5. Median age, permanence and gender

Anintferesting aspect fo understand the characteristics
of an organization is to analyze the staff median age
and the time of permanence in the organization.

In the TAs case, there is a clear dichotomy in the results
as exposed in TABLE NO. 12, which identifies mature TAs
with stable ambiance for the majority of their staff (in
the case of the AFIP of Argentina, RFB of Brazil, DIAN of
Colombia, the DGT of Costa Rica, SET of Paraguay or
the DGI of Uruguay) compared o other countries that
have had deep reforms and very large incorporation
processes in recent years.

In this regard, the SRI of Ecuador, the DGI of Panama,
the Dominican Republic DGII, the DGI of Nicaragua,
DElI of Guatemala and the SAT in Honduras, where
most of their staff have less than five (5) years working
for the TA. It should be noted the importance that
the fechnical staff at the TAs service should have
secured certain job stability, associated logically to an

adequate job performance.

TABLE N° 12 Distribution of the staff by age and seniority in the organization.
|
STAFF BY AGE SENIORITY
STAFF 30 STAFF 31 STAFF 46 STAFF 55 STAFF WITH STAFF WITH STAFF WITH STAFF WITH
YEARS OLD 1045 10 55 YEARS OLD LESS THAN 5 51010 117020 MORE THAN
AND LESS YEARSOLD ~ YEARSOLD  AND MORE YEARS YEARS YEARS 20 YEARS
Argentina (AFIP) 7.0 43.5 31.9 17.7 10.2 13.9 &8 36.5
Bolivia (SIN) 12.5 60.4 21.4 5.6
Brazil (RFB) 543 37.3 38.2 18.7 18.0 14.8 67.2
Chile (Sll) 10.2 51.5 21.3 17.1 23.4 25.5 26.3 24.9
Colombia (DIAN) 6.3 29.9 43.6 20.2 15.6 13.4 38.6 32.4
Costa Rica (DGT) 15.2 41.1 31.4 12.3 21.1 12.6 24.9 41.4
Dominican Rep. (DGII) 29.3 44.8 19.4 6.4 37.1 36.9 20.5 5.4
Ecuador (SRI) 50.9 45.7 2.6 0.8 50.5 42.3 7.2
El Salvador (DGlI) 17.4 46.3 25,3 11.0 18.0 25.8 27.9 28.3
Guatemala (SAT) 23.3 54.6 16.9 53 39.2 34.8 25.9
Honduras (DEI) 28.2 40.7 21.9 9.2 52.1 28.8 12.3 6.8
Mexico (SAT) 18.5 58.5 18.5 9.6 41.5 16.4 32.7 9.4
Nicaragua (DGl) 27.1 41.7 23.0 8.2 68.0 13.0 12.9 6.2
Panama (DGI) 11.5 37.1 32.6 18.8 51.7 10.9 17.2 20.2
Paraguay (SET) 22.2 45.5 27.6 4.6 222 10.9 34.5 3.8
Peru (SUNAT) 26.5 50.2 16.3 7.0 37.9 11.5 38.3 12.3
Uruguay (DGI) 3.7 32.4 41.7 22.2 26.0 10.8 23.4 39.7
Average 18.6 448 25.2 11.4 3.3 20.2 28.1 22.7
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As for the employees distribution by gender it shows
that the average is 49.3% for males and 50.7% for
women. In general, the gender distribution is equally
balanced except in some countries such as RFB of
Brazil, SAT of Guatemala and SET of Paraguay where
the proportion of menis higher and others such as DEI of
Honduras, the DGI of Panama and the DGI of Uruguay
where the percentage of women is significantly higher
than of men.
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CHAPTER 4

TAs Legal Framework

This chapter discusses various issues that conform the
legal framework in which the TAs operate, in their legal
aftributions and obligations to the taxpayers.

Thus, we review the legality of the TA to obtain relevant
information that allows them to applying the tax laws
as a basic aspect to apply further procedures. It will
also analyze banking secrecy, the rights prescription
and obligations and finally, the coercive instfruments
available for the TAs to activate its decisions, i.e. the
tax penalty regime, and finally important aspects such
as the deadline for the TA actions and the prescription.

In this regard, it is important to note that practically all
the Latin American countries have a Tax Code as a
single regulating entity of the juridical-taxation relation
in an infegrated way and covering all the procedures
through which the relation takes place.

4.1. Right to information

The TAs needs to have an integrated information
system to perform their functions.

The Tax Codes confer the TAsright to obtain information
with tax relevance then use it to confrol the correct
application of taxes. The information can be obtained
from taxpayers or third parties with whom they are
associated and those that the TA can require.

The legality of the TA to obtain and use informationis not
unlimited, and is limited exclusively to serve their own
purposes in addition to officials and public employees
are required to strict secrecy and confidentiality.

The exceptions fo this principle of tax information
privacy must be contained in an adequate regulations
and be limited.

In general, are recognized as causes of exemption
the privacy, the cases the crimes prosecution, the
collaboration among TAs in use of the rightful power
of information exchange, the collaboration with
the Compfroller's office or the Parliament during
investigation commissions or the prevention of money
laundering.

All TAs in LATAM can systematically access information
with fax relevance, however, and as reflected on
TABLE NO.13 there are some restrictions preventing use
of such information.

The limitations that exist in Brazil, Colombia, Ecuador,
Guatemala, Panama and Uruguay o use the previous
mentioned information in judicial civil, labor or frade
proceedings is highlighted.

As for the information sources, these are diverse as
seen on the answers to the questionnaire (QUESTION
152), most TAs have access to them. On this point we
must make an observation regarding the information
that must be collected for its tfreatment and use,
and always valuing the cost for taxpayers who
supply i, with the purpose of achieving a reasonable
proportionality.

The TAs challenges in LATAM include an active
management process that constantly depurate the
information to ensure quality then subsequently be
exploited and used to control the tax liability, not just
about having a lot of information/data but to use it
effectively and convert it into infegrated and quality
information to implement a rigorous risk analysis
system.
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4.2. Bank secrecy

TABLE N° 13 Limitation to use the information accessed by the TA
|
CAN BE CAN BE USED FOR
USED FOR o;:gkcégﬂﬁ?l' CAN BE OTHERS.
TAX AND CIVIL LA, ' USED FOR PLEASE
.IUII:IS(IZJIEASRY LAEOR LAW OR STATISTICS DESCRIBE.
COMMERCIAL LAW

Argentina (AFIP) X X X

Bolivia (SIN) X X X

Brazil (RFB) X X

Chile (SlI) 1/ X X X X

Colombia (DIAN) X X

Costa Rica (DGT) 2/ X X X

Dominican Rep. (DGII) 3/ X X X

Ecuador (SRI) X

El Salvador (DGII) X X X

Guatemala (SAT) X

Honduras (DEl) X X X

Mexico (SAT) 4/ X X X

Nicaragua (DGl) X X

Panama (DGI) X X

Paraguay (SET) X X

Peru (SUNAT) 5/ X X X X

Uruguay (DGI) X X

1/ For the Department of the Treasury's own collecting purposes. For the Court of Free
Competition purposes. For the exchange of information with foreign TAs. For granting
university loans.

2/ It can be used for other legal proceedings if the courts require it.

3/ Inthe case of the judicial processes the information can only be used for criminal frials,
frial on alimony, family or dissolution of matrimonial regime.

4/ In order to access tax information in civil, labor and commercial matters, we might
highlight that these will be performed only partially, as in civil matters it will only be
provided to the Family Judges on alimony, in labor matters only for social security
purposes and in commercial matters in certain cases within the Executive Administrative
Procedure (PAE in Spanish).

5/ It has been answered understanding that what is requested refers to the exceptions

regarding the use of the information covered by the tax confidentiality regulated in
Article 85 of the TUO of the Tax Code. When ordered by the General Attorney in cases
of criminal offense or the congressional investigating committees, with the consent of
the committee and it relates to the investigated case. The information contained in the
tax procedures file can be used for which it had handed down resolution that has been
consented, if it is for research or academic study purposes and is authorized by the TA.
The independent third party information used by the TA as comparable in administrative
acts that result from the application of transfer pricing rules is not confidential. The
publications on foreign trade performed by the TA regarding the information in the
customs statements by the Supreme Decree No. 226-2009-EF required information could
be published. There is an exception for information requested by the Central
Government in respect to its own pending or canceled debts for taxes for which the
SUNAT is responsible for its collection if their need is justified by Law or by a Supreme
Decree.
Also the confidential information exchanged between the TAs entities and requires
fulfilling their own purposes, upon request of the head of the applicant entity and under
its responsibility. Confidential information exchanged with TAs from other countries in
compliance with the terms of international conventions. The information required by the
Ministry of Economy and Finance to assess, design, implement, direct and control
matters related to tax and tariff policy, without identifying the taxpayers.

The TA’s legal attributions to obtain
relevant tax information cannot
be unlimited, since sometimes
that legality collides with other
principles worthy of protection,
such as the right to privacy. The
conflict between protected legal
values raises limitations fo the
duty to inform the TA of certain
professional and trade relations
with third parties. In these relatfions
two different areas such as the
personal and financial should be
separated, and while the personal
aspects should be preserved to the
TA knowledge, this is not the case
in economic terms, as the right to
privacy of citizens must yield to the
contribution for the sustainability
of public expenditures through a
general and equitable tax system.

In return for this infrusion of the TA in
the “economic privacy” of citizens
comes out the duty of secrecy that
hangs over any authority or officer
who can access information for
reasons related to the work.

In  today's world if there s
particularly relevant information
for the TAs, is undoubtedly financial
information. Therefore itisinteresting
to comprehend how the banking
secrecy operates in different Latin
American countries, where more
government is involved and what
is the procedure to be followed
by the TA fo access to banking
information with tax applicability.

Basically all countries claim fo have
bank secrecy, that is norms, rules
and regulations that protect the
client information being shared
by the bank with all and sundry,
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limiting the TA to access TABLE N° 14 Bank secrecy in LATAM
the required information |
. THETA CAN
to fulfill its purpose. In THE TA REQUIRES THETA CAN
; i JUDICIAL ACCESS Add
Brazil, Colombia and INFORMATION
AUTHORIZATION INFORMATION OTHERS.
Peru, the bank secrecy ACCESS DIRECILY. BUT DIRECTLY, WITHOUT
has been regulated in INFORMATION CASE BY CASE e
the constitution, while Argentina (AFIP) X
the rest of the countries Bolivia (SIN) X
have their banking Brazil (RFB) X
secrecy regulated by Chile (Sll) 1/ X X X
Decree-Law. Colombia (DIAN) X
Costa Rica (DGT) X
FinO”yl regording The Dominican Rep (DG”) 2/ X
procedure to obtain Ecuador (SRI) X
banking  information, El Salvador (DGII) a
f | AT X X
TABLE N°.14 shows that Guatemala (SAT) 3/
in nine (9) countries Honduras (DEI) 4/ X X
| | U |
. dicial Mexico (SAT) X
@ SPeC.' I v 'C'g Nicaragua (DGl) X
authorization is Panama (DGI) X
necessary fo access Paraguay (SET) X
information, in eight (8) Peru (SUNAT) 5/ X X
countries the TAs may Uruguay (DGI) 6/ X X
request the information, |
but individuolly and 1/ TCZ%;/;\ %%Ze?recﬂy access information without indicating a specific case, just base on the law and in
on case by case basis, 2/ The TA can access banking information in specific cases, through the Superintendency of Banks ( entity
. responsible for overseeing the financial activities), only if the proper request is made by the highest
and finally, in three (3) authority of the TA.
countries, Colombia, 3/ The Tax Administration ( SAT) can access to bank information for specific cases, through the
. . . Superintendence of Banks (entfity responsible for overseeing the financial activities), if requested from
Chile (in certain cases) highest authority of the Tax Administration. The SAT can request banking and financial information by duly
. notifying the bank institution, derived from a review of the tax liability of a taxpayer (third party
and  Peru (fOI’ active information). However, it remains subject fo the discretion of the banks official who provides it, arising from

. the limitation that it is confidential operations of the bank customers (banking secrecy) regulated by the
operohons) the TAs can Law on Banks and Financial Groups. The access to the banking and financial information is possible when
access information it is due to a tax crime, but with a judicial order.

. L . 4/ Th h the Banki | Nati |
without indicating a / Through the Banking and Insurance National commission

. 5/ In relation to the judicial authorization, it refers on a particular occasion of information access due to
specific case. passives operations, protected by the bank secrecy. On the contraire, in relation to direct access to
information, without any sort of case specification, it's refer to actives or neutral operations.

6/ Banking secrecy is not applicable when the inspection is for bank itself. In the matter of personal income
tax, in case of income from leases of real estate, when the taxpayer may have an intention fo obtaining
the exemption, should waive the banking secrecy to the TA. Also in the matter of tax agreement, if the
taxpayer waives the tax secrecy, the tax prescription period can be reduced.

It seems that, in the
maftter of bank secrecy
rules, in the Latin
American countries are
quite different to the 4.3. The Prescription
OECD countries where, in general, it's easier to access

the bank information. The juridical and tox relation can be legally

extinguished by not exercising enforced actions over
a period of time, i.e., due to prescription that cannot
be postponed by the TAs or the taxpayer’s mediation.

In this sense, the implementation of international tax
fransparency is a challenge and an opportunity for

the region.
The prescription or statutory limitation, may affect

the TA’s legality to determine the tax burden with
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its surcharges and interests, the TA action to impose
sanctions, to demand payment of tax debts and the
taxpayer’s right to request refunds or credit balances.

The Tax Codes usually regulate the motives of the
prescription
actions aimed at quantifying the debt or its collection

inferruption by certain  administrative

or by the taxpayer actions to appeal administrative
acts or to request refunds.

The responses to the questionnaire (QUESTION 68)
reflect the prescripfion lapses for tax obligations in
different countries. As it can be seen, the prescription
lapses generally differ from three (3) to five (5) years,
although there are frequent lapses extensions in the
case of unregistered taxpayers, for those who do not
file tax returns or when they are falsified.

It is very important to specifically regulate the
prescription lapses, which shall exceed the average
processing fimes of tax appeals, for the setflement of
these resources via administrative and judicial, in order
fo avoid the TA impediment
to an effective collection of

tax debts from taxpayers. TABLEN"15
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The tax penalty regime should be sufficiently tough
and rigorous to discourage non-compliance, but at
the same time has to be proportionate to the behavior
to be corrected otherwise it will be unenforceable
and will result in social rejection.

The Tax Code should penalize offences for non-
compliance the principal tax liability (non-payment
of debt or obtaining undue returns) but should also
criminalize and punish non-compliance of formal
obligations.

These obligations are increasingly important for the
TA: those relating to the taxpayer registratfion, the use
of Tax Identification Number (TIN), compliance with
accounting or invoicing obligations, compliance with
the duties of providing information fo the TA, efc.

Table No. 15 gives information about the quantity and
amount of sanctions imposed by the TAs. The number
of penalties issued is quite low. There is no detailed
information on the penalties duly paid by taxpayers

Penalties issued and felony convictions for crimes in the Year 2010.

44. Offences, penalties
and tax fraud

The penalfies system is a
fundamental aspect for the

appropriate application
of the tax system and fo
encourage taxpayers
fo comply in a timely
manner with  their  tax
obligations.  Along  with
the social perception of

risk in case of exposure for
non-compliance and the
amount of tax to be paid;
the penalties imposed by
the TA to punish tax offences
are the elements that really

determine the level of

Argentina (AFIP)
Bolivia (SIN)

Brazil (RFB)

Chile (SlI)
Colombia (DIAN)
Costa Rica (DGT) 1/
Dominican Rep. (DGII)
Ecuador (SRI) 2/

El Salvador (DGlI)
Guatemala (SAT)
Honduras (DEI)
Mexico (SAT)
Nicaragua (DGl)
Panama (DGI)
Paraguay (SET)
Peru (SUNAT)
Uruguay (DGI)

AMOUNT AMOUNT

NUMBEROF (PERCENTAGE OF c'émfé;g;s (PERCENTAGE OF

ADMINITRATIVE  TOTALCOLECTION  “OPTCE TOTAL COLLECTION
ENAITES  CARREDOUT  FORT CARRED OUTBY
BY THE AGENCY) THE AGENCY)

20,323 0.021 12 0.003
n.d. n.d. n.d. n.d.
23,754 9.632 n.d. n.d.
29,717 0.050 113 0.050
10,318 0.637 310 0.013
3,678 0.268 0 0.000
2,986 0.257 0 0.000
16,486 n.d. n.d. n.d.
762 0013 3 0.069
745 0.006 12 0.207
n.d. n.d. n.d. n.d.
n.d. n.d. 310 0.075
1,773 0.029 0 0.000
n.d. n.d. n.d. n.d.
1,625 1.935 n.d. n.d.
311,201 2.678 4 n.d.
n.d. n.d. 9 0.072

|
1/ The data provided are only for delinquent payments. None of the felony cases presented by the
prosecutors have been won.

voluntary compliance.

2/ There is not a single conviction for the requested period.
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after the administrative and the judiciary appeals, that
are particularly common on the penalty entourage.

In general it can be confimed that the penalty
system is not thoroughly applied by the TAs in LATAM,
therefore it is not a powerful instrument to discourage
tax violations.

As for tax fraud, it is punishable under the laws of all
countries. However, only a few TAs provide information
about the number of felony convictions imposed for
tax crime in 2010. It is remarkable that the number
of convictions is quite low and also in four (4) of the
considered countries it have been reduced in recent

years.

In summary, the number of convictions is very small
so it seems that tax crime is not yet eradicated in the
region, although few exceptions, such as Colombia,
Chile and Mexico (with a reasonable number of
convictions) in 2010, the rest of LATAM reported only
forty-three (43) convictions for tax offenses.

In Annexes C and D the information on offences,
penalfies and tax provided by the TAs are showed in
details.
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CHAPTER 5

Once the tax legal framework within the TAs will
function have been briefly evaluated, this chapter will
discuss the tax procedures, i.e. the set of interactions
established between the TA and taxpayers in order
to apply the tax system. It refers to the registration
procedure, information and tax assistance, tax conftrol,
the voluntary and coercive collection, the guarantee
system and appeals.

5.1. Taxpayers registration

The registry is one of the basic operations of the
TAs, hence it allows to identify which individual or
corporation is engaged in transactions with tax
relevance.

Registration must be complete (identifying all
taxpayers with tfax obligafions), accurate (reflecting
the identification of each taxpayer, the obligations to
fulfill and their frequency) and be constantly updated
based on a confinuous work of scrutiny.

Registration is essential for TAs but requires great care
and constant work fo incorporate new taxpayers,
fighting against the informal economy, removing
those who no longer have tax obligations and at fimes,
update the identification details or the obligations for
each registered taxpayer.

If this constant work is not constantly done, the registry
information quality fades quickly due to the high
mobility of the collected information and it will not be
a valuable tool for the tax administration anymore.

The tax identfification number (known as RUT, RUC,
NUI, among ofthers, in Lafin American countries) is
an essential element of the register and also permits
the organized management of large volumes of
information that can be assigned to each taxpayer.

Tax Procedures

The TIN is used to identify taxpayers not only by
their relations with the TA but also by their financial,
commercial, real estate operations efc. as long as
they have tax relevance. The TIN enables the TA to
classify, organize, assign and interpret the information
available about each taxpayer.

In LATAM, all countries assign TIN to every single
taxpayer. Public organizations and private institutions
use the TIN number to record the taxpayer's financial
fransactions except for Uruguay. Additionally, in all
countries, taxpayers are required to report to the TA
the changes in their registration status, except for
Panama.

The answers to the questionnaire (QUESTIONS 101,
104 AND 107) detail the TIN functioning and its use in
different Latin American countries.

TABLE N°. 16 provides information concerning the
number of registered taxpayers and out of those
how many are active, and their relation to the total
population.

It also shows the ratio of active taxpayers to the
total registered taxpayers, and indicate that in
some counfries is urgent to perform an update and
depuration procedure to the register since they have
a large number of registered taxpayers that no longer
to have economic activity. The average value in the
region (23.0%) of registered taxpayers out of fotal
population compared with the OECD data of 59.2%.

5.2. Taxpayers guidance and income tax return forms

To increase levels of voluntary compliance, the TAs need
fo implement rigorous monitoring of compliance of
tax obligations, and at the same time trying to built a
relationship based on trust with compliant taxpayers and
reduce the indirect tax burden.
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It also highlights the
main role that the

TABLE N° 16 Number of taxpayers. Year 2010.
|

NUMBER OF NUMBER OF

REGISTERED ACTIVE

TAXPAYERS TAXPAYERS
Argentina (AFIP) 10,345,372 4,546,361
Bolivia (SIN) 263,624 n.a.
Brazil (RFB) 204,352,507 152,783,036
Chile (SlI) 4,749,220 3,808,024
Colombia (DIAN) 7,888,675 n.a.
Costa Rica (DGT) n.a. 512,214
Dominican Rep. (DGII) 244,465 144,923
Ecuador (SRI) 2,745,076 1,589,080
El Salvador (DGII) n.a. 564,725
Guatemala (SAT) 873,511 627,752
Honduras (DEI) 126,331 125,016
Mexico (SAT) 38,891,671 33,468,711
Nicaragua (DGI) 219,406 178,202
Panama (DGI) 1,264,454 187,314
Paraguay (SET) 557,944 455,157
Peru (SUNAT) 7,342,839 5,116,793
Uruguay (DGI) 973,220 335,464
Average

ACTIVE/ REGISTERED/ ACTIVE/ direct channel have
REGISTERED POPULATION ~ LABOR FORCE in many countries
43.9 25.5 24.8 (for example DIAN
n.a. 2.5 n.a. of Colombia, Bolivia
74.8 105.7 n.a. S|N, SRI ECUOdOE
Sz 276 i SUNAT of Peru or RFB
n.a. 17.3 n.a. .
of Brazil,) compared
n.a. n.a. n.a. o th i .
593 25 29 o the other various
57.9 18.6 247 channels and the
n.a. n.a. 21.6 strong growth of the
71.9 6.1 11.1 Internet which is not
99.0 1.6 3.8 yet hegemonic in
86.1 35.8 71.4 most countries (DG
81.2 3.8 7.5 of Uruguay and SRI
14.8 35.9 12.0 of Ecuador would be
81.6 8.7 15.3 .
the exception).
69.7 24.8 32.5
34.5 29.0 19.6
65.7 230 228 It seems  that

the strategy is fo

Having good information and support services is a
strategic component in any modern TA. Information
services are a counterpart fo the new management
models that fransfer many obligations to taxpayers and,
at the same time is the citizen right to be informed about
the correct application of legal rules. An important TAs
goal is to achieve a balanced allocation of resources
between assistance and the fight against fraud.

In the wide range of tax systems there is a high demand
of information as of the rules complexity, and the
demand is highly seasonal and concentrated in certain
periods, making the dimensioning of services difficult
and the demand also requires immediate responses.
The high demand, immediacy and seasonality are
three characteristics that determine the organization
of information services and invite to pursue alternative
ways to provide service beyond the direct assistance in
offices or decentralized call centers in each offices.

The answers to the questionnaire (QUESTION 114) provides
information about the previous mentioned matter and
shows that in all countries the direct and by the phone
information is provided, and that the vast majority also
provide Website information.

continuing to provide
assistance services that do not require the physical
displacement of taxpayers to tax offices. Internet and
phone service should be the big bet and preferably the
first one.

Ultimately, the biggest information services' challenge is
fo guarantee service quality and uniform standards on
the responses provided. To achieve that, in addition to
the staff permanent training, it is convenient to build a
database with common questions and answers in which
immediately administrative interpretation of tax laws is
established.

This database should serve all the assistance channels,
be accessible online and answer the most frequently
asked questions by taxpayers.

The answers to the questionnaire (QUESTIONS 116, 117 AND
118) report that countries already have the FAQs basis,
accessible online and with a visitors access counter.

It shows that most countries already have a database of
frequently asked questions and in twelve (13) countries
it is accessible through Internet, however regarding the
number of hits only six (6) TAs have information and only
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the RFB of Brazil and the DGI of Uruguay had more than
one million hits in 2010. Therefore, it seems that there is still
room for improvement in this area.

One improvement for the assistance services in order
to facilitate the obligation of taxpayers to submit self-
refurns, is fo offer pre-made returns (or draft) in which the
TA includes all available information about the taxpayer
in respect to a particular tax, specially the PIT. This
approach began in Sweden about 20 years ago and
has been followed by other countries in the world.

In LATAM are five (5) TAs — AFIP of Argentina, SIl of Chile,
SAT of Mexico, SUNAT of Peru and the DGIl of Dominican
Republic, that have already implemented the pre-made
return service. The number of drafts will certainly grow
eventually as the service becomes betfter known and
delivery a high level of quality, which requires working
continuously to improve the updating and accuracy of
the tax information.

To facilitate the compliance of the taxpayers returns, the
TAs continue to rely on fax return forms over the Internet.
Of the different existing ways, GRAPHIC N°. 3 shows
that the average growth of the tax return forms on the

Internet has grown rapidly in Latin American countries,
and in some specific cases is clearly the most important
way to get it, for example in Argentina, Chile, Dominican
Republic, Ecuador, Mexico and Peru, and Brazil where it
is practically the only form of filing.

In LATAM the filing and payment of tax returns through
banks and other financial insfitutions or services is
well extended. Payment is usually done in cash and
by cashier's check, and payments made by bank
account debits and credit card is also now far more
common, as seen on the answers to the questionnaire
(QUESTION 129).

Additionally, as a compensatfion for the service
provided by those financial institutions to TAs(the
collection and recording of basic information), they
received their economic retribution through different
forms, as seen in the answers to the questionnaire
(Question 126). In general TAs combine different forms
of payment: a percentage of the collection, funds
usage for a few days before its submission to the
Treasury or a fixed amount per fransaction. Only three
(3) TAs (DIAN of Colombia, the DGT of Costa Rica and
DGI Nicaragua) use a single form of retribution.

GRAPHIC N° 3 Average growth of the returns via Internet in LA. Percentages of total returns.
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It would be advisable for TAs fo review the total cost
of the service provided by the collaborating financial
enfities, since in some cases it is quite expensive and
in return the quality of the information received could
be improved.

5.3. Control of willful omission
As already mentioned, an effective TA has to have

good
indispensible to establish arigorous compliance control

information services, at the same fime is
system for tax obligations. The disproporfion between
those two (2) lines of action or failure to correct any
malfunctioning of any of them immediately impairs
the operation of the organization as a whole.

For the control of tax obligations it is necessary to have
a suitable register of taxpayers (as noted above) and
a large information collection system, allowing an
arduous analysis of the taxpayers behavior.

TABLE N°. 17 shows that the correlation between willful
omission and taxpayers® exemplified in 2010, on
average, 29.7% are for general taxes on consumption
(VAT), 33.2 % on personal income ftax and 32.2% on
corporate income tax, percentages that are still

TABLE N° 17 Non-filers by type of tax
|
PERSONAL ~ CORPORATE
VAT INCOME INCOME
TAX TAX
Argentina (AFIP) 48.2 18.2 30.4
Bolivia (SIN) n.a. n.a. n.a.
Brazil (RFB) n.a. n.a. n.a.
Chile (SlI) 14.7 0.1 0.6
Colombia (DIAN) n.a. n.a. n.a.
Costa Rica (DGT) 24.0 n.a. n.a.
Dominican Rep. (DGII) 42.4 12.8 35.4
Ecuador (SRI) 33.0 82.5 60.4
El Salvador (DGII) 28.7 nd.
Guatemala (SAT) 13.1 43.7
Honduras (DEI) 1/ 3.9 19.9 26.1
Mexico (SAT) 52 27.4 46.7
Nicaragua (DGI) n.a. 75.1 21.4
Panama (DGI) n.a. n.a. n.a.
Paraguay (SET) AT - na
Peru (SUNAT) n.a.
Uruguay (DGI) 44.2 19.1 36.5
Average 29.7 33.2 32.2

|
1/ Data refer to large, medium and small taxpayers.
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considered important, plus in some countries those
ratios are scoring very high values.

The resulted data could be a consequence of poor
quality of the information included in the taxpayers’
register or a high level of non-compliance with their tax
obligations.

In both cases the TAs should react to improve
performance reduce
compliance as it have been already achieved
by, for example, Sl of Chile. The optimization and
depuration of the quality of the register, the organized

and systematic campaign of taxpayer's up to date

and  significantly non-

information requirements and the rigorous application
of the disciplinary system are essential to prevent the TA
discredit and the perception by taxpayers that willful
omission go unpunished because the TA is unable to
react and require the proper fiing of tax returns by
faxpayers.

5.4. Taxpayer audit selection

As mentioned before, the TAs sources of information
are diverse. In general, the TAs in LATAM have an
abundance of information although there are some
shortcomings with respect to important areas such as
financial fransactions, eight (8) TAs cannot access that
type of information, and in the case of the Sl of Chile
the access requires a court authorization, and public
subsidies, only four (4) TAs receive this information on
a regular basis.

It would be advisable to the TAs to carefully analyze
the sources of information available and identify which
other information source they might not have access
to, could be of interest to contact. When choosing
new sources of information, the real value they may
have must be considered and also it cost to faxpayers,
so as fo ensure a reasonable proportionality.

It is important to highlight that permanent information
optimization and depuration to ensure quality is
an essenfial task, and even if its effects are only for
the medium term, it is essential in order to achieve

3 Registered or active taxpayers depending on the supply of infor-

mation.
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superb results assisting taxpayers, for the control of the
obligations and for enforced coercive collection.

Regarding the risk analysis, it allows TAs to prioritize
actions and properly distribute the limited available
resources. It is a common concept that is not always
understood in the same way, as appreciated in the
answers to the questionnaire (QUESTION 134) seven
(7) TAs, DIAN of Colombia, DGII of El Salvador, DEI of
Honduras, DGI of Nicaragua, DGI of Panama, SUNAT
of Peru and DGIl of Dominican Republic, state that
they do not perform the risk analysis.

The responses fo the questionnaire (QUESTION 137)
demonstrate that all TAs use for case selection, the
crossing of information and taxpayers objective data.
The economic sector analysts and general complaints
are considered as a selection criterion also frequently

it seems a worthy mode to compare whether the
conventional and more sophisticated systems that
TAs use, really produce good results. At the same
fime, infroducing an alternative and unpredictable
selection system seems positive from the external and
infernal point of view (especially tax consultants) as
it avoids an excessive dependence on the taxpayers
selection unit to be audited, which may come to
exercise enormous influence in the whole tax control
process.

It is also noteworthy that in most of the TAs-ten (10) in
total, auditors can propose the taxpayers to select.
This option is reasonable but must be only a proposal
channeled through the superior manager and not a
final decision of the auditors.

It seems appropriate that auditors propose economic

> [

used. sectors, activities, taxpayers or risky areas to be
audited, but the proposal must be reviewed by those
In contrast, only four (4) TAs use random selection responsible for the auditing process, which must make

criteria. This should be very small quanfitatively, but the final decision on the merits of the audit.

TABLE N° 18 Taxpayer audit selection. Percentages.
|
SELECTION BASED iﬂ:g'gﬂ SELECTION  DISCRETIONARY
CROSSING OF ON TAXPAYER'S SECTORIAL BASED ON SELECTION OTHERS
INFORMATION ECONOMIC ECONOMIC RANDOM FROM
REALITY REPORTS CRITERIA AUDITORS
Argentina (AFIP) 49.7 23.4 11.2 15.4 0.2
Bolivia (SIN) 76.1 2.1 1.6 20.2 0.0
Brazil (RFB) 87.7 12.3
Chile (SlI) 98.6 1.4
Colombia (DIAN) 87.0 12.6 0.4
Costa Rica (DGT)
Dominican Rep. (DGII) 97.0 2.8 0.1 n.a.
Ecuador (SRI) 98.7 1.0 0.3
El Salvador (DGII) 44.4 37.1 17.6 0.9
Guatemala (SAT) 67.8 29.6 2.6
Honduras (DEI) 4.0 20.0 31.0 45.0
Mexico (SAT) 92.5 1.4 1.1 0.0 0.1 4.8
Nicaragua (DGI) 80.2 6.7 73 3.6 2.2
Panama (DGI) 27.8 10.1 10.4 4.6 47.1
Paraguay (SET) 100.0
Peru (SUNAT) 1.2 24.2 13.0 0.1 0.8 60.6
Uruguay (DGI) 32.7 39.5 7.9 19.3 0.6
Average 61.3 21.3 4.7 7.6 9.3 24.9



5.5. Fiscal audit

The general organization of the audit in the TAs in
LATAM seem formally correct, in fact, almost all
countries have a fiscal audit master plan, the TAs
produce internal reports regulating the standard
procedures and the auditors working methods, which
provides a computer database to support their work.
In addition, the fiscal audit plans are under constant
evaluation and follow up as reflected in the responses
to the questionnaire (QUESTIONS 139, 156, 157 AND 158).

the actual
performance of the fiscal audit on each TA, a detailed
analysis beyond the scope of this document by its
extension would be required, to evaluate the real
extent of confrol actions and the results obtained to
discourage tax non-compliances.

However, beyond the formality in

Fiscal audit procedures are typically complex and
therefore it is necessary to give the most possible
support fo auditors and frain them in the control of
certain sectors and activities.

The answers fo the questionnaire (QUESTIONS 159, 161, 167
AND 170) show that the auditors receive technological
support the performing of their work as well as sectorial
studies related fo their own area of expertise.

All TAs except for the SIN of Bolivia, DEI of Honduras,
DGI of Nicaragua and the DGI of Panama, have a
data hosting to facilitate the access and usage of
information by the auditors or comptrollers.

In addition, nine (9) TAs —AFIP of Argentina, SIN of
Bolivia, RFB of Brazil, Sl of Chile, DGT of Costa Rica,
DCIl of Dominican Republic, SRI of Ecuador, SUNAT
of Peru and DGl of Uruguay-provided auditors with a
specific software to perform verifications.

Except for DEl of Honduras, DGI of Nicaragua and
the DGI of Panama, all TAs offer their staff fiscal audit
support guidelines.

Regarding economic sectorial studies, most TAs have
them however, in almost half of these the auditors are
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not specialized on sectorial studies and they perform
various levels of complexity (from a deep fiscal audit fo
a large company to actions of simple fiscal presence)
which does not seem a good solution.

Itisimportant that the comptrollers work in mixed teams
constituted by professional from different levels or at
least different seniority and experience, furthermore
tfeams could achieve specialization in the control of
economic sectors to increase their effectiveness.

Likewise, the auditors should, as they gain more
experience and knowledge, they shall perform more
complex tasks (such as complete audits rather than
formal verification obligafions) and on economic
sectors with more tax relevance (e.g., confrol of
financial sector rather than control of retail).

Invoicing obligations and its control

To effectively manage tax obligations its necessary
for taxpayers to adjust their accounting and invoicing
systems to a standardized set of requirements to make
more difficult tax evasion and to facilitate it detection
and correction. In this sense invoicing obligations and
confrol are very important.

Table No. 19 reflects the answers to the questionnaire
(QUESTIONS 143, 145, 147 AND 149) that show the evolution
of invoice obligations in Latin American countries.
In recent years, many of them have implemented
leading-edge solutions for tax control, with electronic
through fiscal printers or prior
verification by taxpayers that the TA has authorized

invoicing, control

payment vouchers.

These solutions represent a significant improvement
in tax confrol and the results must be analyzed,
because it is probably more convenient fo extend
their implementation to other countries in the region
and other territories.

Five (5) TAs (AFIP of Argentina, RFB of Brazil, SIl of Chile,
the SAT of Mexico and the DGIl of Dominican Republic)
have infroduced the fiscal printers system that provide
precise confrol of the businesses invoicing where it is
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installed. This is another step TABLE N° 19
that will provide far-reaching
full potfential in the coming
years as its use becomes more
widespread in the retail market.
Electronic

invoicing is Argentina (AFIP)

implemented in nine (9) out of Bolivia (SIN)
the seventeen (17) countries, Brazil (RFB)
besides in eight (8) counfries, Chile (Sll)

Colombia (DIAN)
Costa Rica (DGT)

taxpayers can check via
Infernet that documents with

tfax relevance issued by their
Ecuador (SRI)

El Salvador (DGlI)
Guatemala (SAT)
Honduras (DEI)
Mexico (SAT)
Nicaragua (DGI)
Panama (DGlI)
Paraguay (SET) 2/
Peru (SUNAT)
Uruguay (DGI) 3/

customers or the TA has verified
suppliers. This infroduces a
very  important  additional
legal guarantee certainty for
taxpayers and for proper fax

compliance.

Massive fiscal audit

Dominican Rep. (DGIl) 1/

Invoicing Control
_____________________________________________________________________________|]

THEPRINING.  AVTHORIZED o) pRINTERS  THE ELECTRONIC
CENTERS REQURE ~  INVOICES ARE INVOICING IS
AUTHORLEION CAEYB(E)%EER;;'ED IMPLEMENTED ~ IMPLEMENTED

INVOICES ONIINE

Y5 NO VB N0 YB N0 YES  NO

X X X X

X X X X

X X X X

X X X X

X X X X

X X X X

X X X X

X X X X

X X X X

X X X X

X X X X

X X X X

X X X X

X X X X

X X X X

X X X X

X X X X

|
1/ The brands of fiscal printers authorized by the TA are Epson, IBM, OKI, BMC y STAR. All printer

The TA must send a clear
message to society showing
that it is capable to detect tax
fraud and to correct it quickly.
The social perception about
control risk by the TA, is essential to have a good
level of voluntary compliance by the society and to
achieve it, the TA have to properly combine different
types of control actions. Thus, it is necessary to perform
a number of extensive and fast controls that take
advantage of the available information basically to
transmit fiscal control existence and at the same fime,
the TA have to develop in-depth controls, complete
and rigorous (audits) to try to avoid the most complex
fraud and tax evasion.

The massive controls are characterized by it
immediacy in addition of being performed separately
on each of the taxpayers obligations, normally
without considering their general tax situation. They
are generally performed on the TA offices and can
be developed by the staff with average technical
qualification and detailed work manuals to ensure
standardization. Consequently, selective taxes are

models must be authorized by the Tax Administration prior its use.
2/ Granting document stamp, controlled by crossing data processes.

3/ The implementation of the electronic invoicing is in procedure.

not usually very high compared to the effective
performance percentages that tend to be very high.

The number of taxpayers covered by massive fiscal
audifs in relation to active taxpayers is shown in
Table No. 20, reflecting a high dispersion in the results
with values ranging from 0.2% (SAT of Mexico) to
66.9% (DGI of Nicaragua .) The average faxpayer
with respect to assets is 8.5%. Again it seems a low
percentage, especially considering the large volumes
of information that the TAs in LATAM currently handles
and the logical inconsistencies that exist between that
information and the one declared by taxpayers.

The possibilities of obtaining good results, both in ferms
of direct collection as well as fo discourage non-
compliance with invoicing controls and massive fiscall
audit are very high. It seems convenient that countries
of the region permanently, perform a systematic and

-



TABLE N° 20 Examinations
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INVOICING CONTROL PROGRAMS

NUMBER OF VERIFIED/

TAXPAYERS I A?ﬂﬁ RS
VERIFIED %)
Argentina (AFIP) 78,632 1.7
Bolivia (SIN) 844 n.a.
Brazil (RFB) 23,198 0.0
Chile (SlI) 225,524 5.9
Colombia (DIAN) 6,948 0.1
Costa Rica (DGT) n.a. n.a.
Dominican Rep. (DGII) 6,122 4.2
Ecuador (SRI) 159,290 10.0
El Salvador (DGII) 180 0.0
Guatemala (SAT) 62,826 10.0
Honduras (DEI) 36,189 28.9
Mexico (SAT) 75,313 0.2
Nicaragua (DGCI) 1,249 0.7
Panama (DGI) 158 0.1
Paraguay (SET) n.a. n.a.
Peru (SUNAT) 5218 0.1
Uruguay (DGlI) n.a. n.a.
Averages 4.8

MASSIVE COMPLIANCE PROGRAMS FIELD AUDITS
NUMBER OF VERIFIED/ NUMBER OF AUDITED/
TAXPAYERS I A?((IER;/EEM TAXPAYERS I A‘)\((IE,TAI}/EE RS

VERIFIED %) VERIFIED )
74,500 1.6 18,396 0.4
5,773 n.a. 52 n.a.
n.a. n.a. 23,198 0.0
565,373 14.8 7,693 0.2
8,676 n.a. 38,373 n.a.
1,633 0.3 635 0.1
5,261 3.6 268 0.2
19,352 1.2 626 0.0
5,383 1.0 572 0.1
5,739 0.9 4,789 0.8
n.a. n.a. 175 0.1
57,820 0.2 26,465 0.1
119,202 66.9 165 0.1
n.a. n.a. 413 0.2
3,081 0.7 n.a. n.a.
102,193 2.0 1,738 0.0
n.a. n.a. n.a. n.a.
8.5 0.2

leverage information stored in the tax database. The
challenge must be to generalize the massive audit
conftrols, to systematize them and achieve better
effective debt collection percentages.

Audits

The essential complement to the massive fiscal actions
is certainly complete and in-depth audits. If the first
enable the TA to be present to taxpayers and ensure
a minimum control level, audits must be the answer
fo the most complex forms of tax fraud and ensure
proper compliance by taxpayers with more collection
relevance. Society must perceive the ability of TA to
fight tax evasion and its aggressive planning.

TABLE N°, 20 also shows the taxpayers covered by
complete audits from the TAs and their relation with
active faxpayers.

In the analyzed countries, the results are relatively
homogeneous and the average percentage audited
taxpayers compared to active taxpayersis 0.2% on the

year 2010. Although by nature audits cannot be too
many, given its prolonged duration and complexity
and the limited resources available, the TAs in LATAM
figures seem quite low.

Performance of the tax control

The administrative control actions mainly seek to
achieve an induced effect on the taxpayer behavior,
so that they comply correctly with their tax obligations
during the voluntary period.

Theoretical models of tax compliance determination
and surveys made in some countries (for example
in Canada and Spain), show that the fear to the
administrative confrol and social perception that
the non-compliance risk are discovered, are the key
element to explain why citizens comply with their tax
obligations.

There are other factors that affect compliance (values,
complexity of regulations, public expenditure target,
amount of tax payable, applicable sanction system,
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etc.) But the perception of risk is the decisive element.
The real collection impact of the tax control allows to
assess the TA as a whole and not just their supervisory
bodies, so it would also depend on the quality of the
taxpayers registry, the stored information, the quality
of seftlements and their review by the administrative
and judicial bodies and of course the operation of
enforced collection.

TABLE N°. 21 reflects the effectiveness of control efforts.
Expose, which was the total debt, serviced by the TAs
and how much of that figure has been collected.
The table also shows the percentage that represents
what was really collected by the confrol actions for
the collection by the agency. It includes all forms of
control developed in 2010.

The above table shows that effective collection rates
represent an average of 26.8% with comparatively
high results for the Sl of Chile, SAT of Mexico and DGl of
Panama. The real collection for the collection agency
represents an average of 1.6% it can be considered a
bit low but with reasonable values in some of the nine
(?) countries considered.

Obviously, the results of monitoring carried out by
TAs have to be valued not only to achieve the direct
collection but also and mainly by their induced effect,
but it seems that in the case of direct tax collection the
results in LATAM are very small. Although it is difficult to
obtain reliable data from countries in other regions, in
general the collection as a result of audits are around
3% to 4%, this is the case for example in the OECD
countries which, in 2008 and 2009, had values of 3.4%
and 4.0% respectively.

In summary and in conclusion, regarding the procedure
of tax control, it is noted that on average, the resources
assigned to this task are insufficient, which would
require areview of the allocation of resources in the TAs
strengthening the provision of specific business areas
and particularly the control.

5.6. Enforcement and coercive collection

Enforced or executive collection is the closing phase
of the tax management process that begins with the
birth of the tax obligation and ends with the collection
of debt in the voluntary period, or otherwise, in the
enforcement or coercive phases.

TABLE N° 21 Repaired and collected debt. Year 2010
|
TAXADISTHENTS  Coa ety TAX ADJUSTMENTS Ciﬂf&?ﬁm i
(USS$ MILLIONS) ﬁ?sjllj\:lrl’néNNTé) B/A IN RESPECTTO TAs RESPECTTO TAs
-A- ( B TOTAL COLLECTION TOTAL COLLECTION
Argentina (AFIP) 1,5615.7 421.7 27.8 1.4 0.4
Bolivia (SIN) 369.6 28.2 7.6 10.8 0.8
Brazil (RFB) 99.780.0 n.a. n.a. 22.5 n.a.
Chile (SIl) 756.2 419.3 55,5 3.3 1.8
Colombia (DIAN) n.a. n.a. n.a. n.a. n.a.
Costa Rica (DGT) 165.9 n.a. n.a. 4.8 n.a.
Dominican Rep. (DGII) 149.7 16.0 10.7 3.0 0.3
Ecuador (SRI) 381.0 n.a. n.a. 5.8 n.a.
El Salvador (DGII) 89.4 23.4 26.2 4.6 1.2
Guatemala (SAT) n.a. n.a. n.a. n.a. n.a.
Honduras (DEl) 82.4 n.a. n.a. 3.6 n.a.
Mexico (SAT) 17,245.4 7,196.5 41.7 17.3 7.2
Nicaragua (DGl) 59.0 8.5 9.3 7.3 0.7
Panama (DGl) 43.6 24.6 56.3 1.9 1.1
Paraguay (SET) n.a. n.a. n.a. n.a. n.a.
Peru (SUNAT) 2,383.3 142.8 6.0 8.3 0.5
Uruguay (DGlI) 238.7 n.a. n.a. 4.0 n.a.
Averages 26.8 7.1 1.6



The TAs must have coercive means to collect unpaid
debts forcibly and may adopt cessation measures,
fo seize assets of the debtor, order the withholding
of payments from third parties, etc., and without
prejudice to subsequent review of the proceedings by
the courts.

As noted above when commenting on Table No.é,
the Sl of Chile and the DGII of El Salvador have no
competence regarding the recovery of tax debifs,
whether it is in the voluntary or coercive phase, while
the RFB of Brazil, the DGT of Costa Rica, the SAT of
Guatemala, DEI of Honduras and the SET of Paraguay
are not responsible for the enforced or coercive
collection, which is exercised by other institutions.

Table No. 22 shows the ratio of new bad debt collected
in 2010 and the debft is extinguished by its entering or
by other causes (failed, canceled by court order etc.).

The results are very worrying because they show that
the debt extinguished in 2010 is much less than the new
debt loaded and that implies a significant increase in
the outstanding debt.

TABLE N° 22 Flow of entered and retfrieved debt. Year 2010
|
TAXT DEBT ADDED TAX DEBT
DURING THE YEAR COLLECTED
(USS MILLIONS) DURING THE YEAR
(USS MILLIONS)
Argentina (AFIP) 1,564.1 285.6
Bolivia (SIN) 834.6 41.3
Brazil (RFB) n.a. n.a.
Chile (SlI) 1,039.8 719.2
Colombia (DIAN) n.a. 1,312.1
Costa Rica (DGT) 9.6 2.5
Dominican Rep. (DGII) 113.3 6.8
Ecuador (SRI) 944.3 190.3
El Salvador (DGII) 54.9 18.2
Guatemala (SAT) n.a. n.a.
Honduras (DEI) 13.0 0.4
Mexico (SAT) 24,384.6 1,355.8
Nicaragua (DGl) 143.0 76.6
Panama (DCl) n.a. n.a.
Paraguay (SET) 39.8 6.9
Peru (SUNAT) 1,647.8 1,433.0
Uruguay (DGlI) 1,653.3 7.7
Average
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The average extinguished debt is 26.5% of the
collected one, and then in some TAs the percentages
are much lower, so if nothing is done, the bad debft will
increase rapidly and the chances of recovery will be
very little. In a similar situation in the OECD countries in
2009 the extinguished debt was 26.2%.

On the other hand, the high concentration of the
stock of debt on both ends is noteworthy. The lower
amounts represent the maijority in terms of taxpayers,
larger amounts are concentrated
taxpayers.

while in few

The results are similar in all TAs, which invites them
to work the outstanding debt in a stratified manner,
especially to taxpayers with higher debt, because the
collection results heavily rely on them.

A factor also fo be considered in this behavior is the
fact that all administrative decisions which impose
obligations or deny rights to faxpayers can be
appealed, which delay the work of collection.

While natfional laws provide mechanisms and
pathways fo oppose administrative
decisions,

bodies that dictate the actions in

either before the same

courts or specialized in tax matters
before the courts, many taxpayers

INDEX abuse of this right to unnecessary
delay the collection.

18.3

5.0 Thus it seems reasonable to stratifying

n.a. by amounts and age of the debt to

69.2 have a complete picture of how these

;‘603 provisions affect the stock of debt.

6.0

201 Regarding the debts age, Table No.

331 23 is well organized in four (4) levels

n.a. according fo the year that it was

3.2 generated.

5.6

53.5 From the analysis of this table, it shows

e that in some countries the age of

L the debt is quite high. Parficularly

8;2 emphasizes the SUNAT of Peru and the

265 SET of Paraguay, but the accumulated
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debt pending for processing is also very old in the AFIP
of Argentina, Sl of Chile, DGII of El Salvador and the DEI
of Honduraos.

The reasons for the debt to be that old can be diverse
and in some cases not related to the TA per se (e.g.
the debt may be suspended by appeals filed on
administrative litigation) but it is helpful to reduce
outstanding debfts as soon as possible as in general,
the oldest the debt the less likely it will end up in the
Treasury's coffers.

Instead, it can be mentioned that to induce taxpayers
to fulfill their tax obligations, when they have temporary
financial difficulfies, the TAs might provide certain
conveniences such as delaying or splitting the payment
of the amountsto collect. In these cases, whatis needed
to be solved is how to combine the importance to
promote the maintenance of productive activity with
the necessities of the Treasury and facing the possibility
of unfair competition that can be assumed in relation
to taxpayers who comply with their obligations in timely
manner.

Regarding  this the TAs
informed a significant increase in
the number of delays and splits up
debts, from 2006 to 2010, with the

point,

TABLE N° 23

appeal administrative decisions, either through the same
entities that dictate the actions, specific tax courts or
before the Courts of Justice.

The first link in the chain will provide legal resources
for litigation and appeals, that usually have a simple
procedure and the lapses are generally short to solve
discrepancies or to dllow the taxpayer new ways to
appeals.

The appeals for reconsideration imply an immediate
response mechanism for correcting possible errors of
fact or errors of law of the TA, but with the limitation that
implies that the appeal is solved by the same entity that
made the decision being appealed.

In answers fo the questionnaire (QUESTION 192) in the
analyzed period, is generally observed that the number
of appeals tent to reduced (except for the RFB of Brazil
that experienced a great increase and to alesser extent,
the DGI of Nicaragua).

The previous mentioned fact is obviously positive, if it is
due to aimprovement on the quality of the administrative

Uncollected taxes according to their age. Percentages.

[T HAS MORE ITHAS MORE

notable exception of the DGI of [THAS THAN 1 YEARBUT  THAN 2 YEARS IT HAS
Nicaragua. Proper administration :’;ET;’R LESSTHAN  BUT LESS THAN M?L‘:j;f"
of requests for delays, rigorous 2 YEARS 5 YEARS

. . . Argentina (AFIP) 12.30 9.66 20.73 57.31
analysis, the solicitation of sufficient -

Bolivia (SIN) n.a. n.a. n.a. n.a.
guarantees and follow-up to ensure Brazil (RFB) - - - -
recovery of overdue debs, are one Chile (Il 11.93 12.44 29.59 46.04
of the most important and sensitive Colombia (DIAN) 22.83 2791 17.88 31.38
collection functions. Costa Rica (DGT) 19.81 25.94 29.85 24.40

Dominican Rep. DGI) 24.89 27.97 47.14 -
5.7. Appeadling Ecuador (SRI) 42.86 25.61 11.90 19.62

administrative decisions El Salvador (DGlII) 5.13 2.13 37.38 55.36

Guatemala (SAT) 14.91 21.12 63.98 -
All  administrative  decisions that Honquros IEE] s 2L wall oLt/
i bliaation r denv right Mexico (SAT) 36.31 21.58 26.16 15.95

pose oblgations or ceny nghts Nicaragua (DGI) 30.99 20.47 37.53 11.01
fo taxpayers should be subject to Panama (DGI) na na na na
dppeal. Paraguay (SET) 5.31 3.74 16.20 74.75

Peru (SUNAT) 0.89 1.62 11.16 86.32
For this matter, national laws provide Uruguay (DGI) n.a. n.a. n.a. n.a.
mechanisms and  pathways 1o Averages 21.12 15.83 27.20 42.37



acts issued by the TA, however could be also due to
fewer confrol of administrative acts issued or fo a lower
confidence of taxpayers in these types of resources, that
leads them to not present them and these cases would
indicate a negative developments.

More disturbing is the data of percentage of resolved
cases, which have decreased in all TAs except for the
DGl of Nicaragua and the RFB of Brazil, where they have
increased, but less than the filed appeals. This could
produce an accumulation of unresolved appeals and
therefore to a less efficient administrative entity.

A remarkable and positive exception is the SAT in Mexico
where over the analyzed period it has been verified that
the number of appeals is similar fo the ones fo be solved.
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As above-mentioned, after the reconsideration appeal,
in some countries it is possible to go to specialized tax
court and then escalate to the Court of Justice. The
answers fo the questionnaire (QUESTIONS 193 AND 194)
provide information regarding these two (2) paths.

In numerous TAs (for example, AFIP of Argentina, DIAN of
Colombia and SUNAT of Peru) also an important amount
of expedients and administrative process is produced.
Although this is not a responsibility of the TA it affects the
effectiveness of the collection.

In addition, the lapses of resolution for the appeals are
generally quite long but with noticeable  fluctuations
and differences. For example, in Colombia the period

for resolution through contentious litigation for a second

court hearing may reach fifteen years (180 months).
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CHAPTER 6

Other Relevant Aspects

6.1. International Taxation

The TAs cannot be unacquainted with the impact that
globalization have had in the international economic
relations, which certainly implies a greater complexity
for taxation process.

They cannot remain inert to a new context to which
they should adapt themselves. Consider, for example,
the capacity that taxpayers have fo situate savings
in low tax nations in the confext of free movement of
capital furthermore, the difficulty for the TA to verify
and investigate those movements.

The risk analysis techniques and the taxpayers’
selection be audited cannot just consider local matter
hence they will be voluntarily vulnerable if they do
not take info account the international dimension of
the implementation of the tax system. Strengthening
administrative cooperation, exchange of sensitive
information, development of combined actions of
control by the TAs, confrol of fransfer pricing, etc.
seem essential.

The TAs in LATAM have reacted in last decades,
although asymmetrically and in
insufficiently.

some cases

Despite its increasing importance, international
faxation has not been, unfil recently, an area of
attention for the TAs in LATAM, with a few notable
exceptions like the SAT of Mexico, the RFB from Brazil,
the Sl of Chile and the AFIP of Argentina.

The responses to the questionnaire (QUESTIONS 211 AND
218) reflect the existence of specialized teams in the
field of infernational taxation and shows that almost
half of the countries do not have teams specializing in
international matters and control of such operations.

Transfer pricing

Transfer pricing is probably one of the most complex
areasoftheinternationaltaxation. Animmediate effect
of globalization is the rapid growth of multinational
companies which activities are difficult to adequate
with the tax rules system normally designed fo national
level. The cross-border productionrelocation, the rapid
growth of intangible flows (information, knowledge,
design) especially among multinational companies of
large groups, the permanent change in the financial
sector and in product offerings that may lead to
financing decisions involving displacement taxable
base, eftc. are major obstacles to the adoption of
effective national tax policies since the real economic
entity, when talking about large transnational
economic groups are very complex and not just the
taxable individuals particularly considered by each
national legislation.

The answers to the questionnaire (QUESTION 199)
summarize which countries have fransfer pricing
control system and if they have teams specializing in
international operations and control of them.

The information shows that only six (6) countries-Bolivia,
Costa Rica, Guatemala, Honduras, Nicaragua and
Paraguay, out of the seventeen (17) countries have no
adopted transfer pricing rules (note that Guatemala
and Honduras are in the process of approval of laws
on the matter). Almost all countries use the defining
guidelines developed by the Committee on Fiscal
Affairs of OECD exclusively or in combination with a
localrules. There is, however, one important exception,
Brazil, known for applying its own criteria.

In relation to mutual agreement procedures, only
two (2) countries (Ecuador and Mexico) have been
applying them and only one (1) -Mexico—, has signed




a significant number of infernational agreements in
recent years —around thirty-five (35)- this year.

Agreements to Avoid Double Taxation
and Information Exchange Agreements

Agreements fo Avoid the Infernational Double Taxation
(DTA) are bilateral or multilateral agreements among
States, which attempt to prevent double taxation on
the basis of the resignation of their fiscal sovereignty
for each of the signatory States. In addition, the
agreements pursue to prevent fraud and tax evasion,
enhance legal confidence for tfaxpayers, promote
economic and trade relations between countries and
reduce the tax burden in the counfries receiving the
investment.

While the TAs are not always directly linked to the
negofiation of these agreements, they are part of
the negotiation teams, or are providers of technical
information on the matter. Without a doubft, the TAs
are competent authorities for the interpretation of
their applicafions and exchange of information
generated on the matter. The same happens with
specific Information Exchange agreements (IEAs).

By March 7, 2012, and as shown in TABLE N°. 24 in
the analyzed countries there were one hundred
fifty seven (157) current DTAs, of which three (3)
were still outstanding. Of these, one hundred fifteen
(115) correspond to just four (4) countries (Mexico,
Brazil, Chile and Argentina). It is noteworthy that
economically powerful countries such as Peru and
Colombia each have only four (4) agreements signed,
including the Andean Decision 578. There are three (3)
countries that do not have any in effect and three (3)
with only one.

The beginning of the current financial crisis in the
European countries and the United States also had a
significant acceleration in negoftiating TIEAs as a result
of resolutions made at the G20. In connection with
that, the countries of the region have twenty-one (21)
active, while thirteen (13) of them correspond to two
(2) countries: Argentfina and Mexico.

Notably, Argentina, Brazil, Chile and Peru have also
signed agreements under the CIAT agreement model
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(available on the Citrate institutional webpage) and,
more recently, Argentina, Brazil, Costa Rica and
Mexico have signed the mulfilateral Agreement on
Mutual Administrative Assistance in tax matters OECD/
EC. Finally, the Central American countries maintain
a Multilateral Agreement on Mutual Assistance and
Technical Cooperation between the Tax and Customs
Administrations, which may be sfill pending for
authorization in some countries.

In summary, it appears that international taxation is
a growing matter for many TAs in LATAM. It will need
fo be strengthened over the coming years for TAs to
adapt to new economic and financial reality, since
an adequate solution to the issues of international
taxation reduces the uncertainfies in attracting
foreign investment and savings and the application of
infernational standards on fiscal transparency, access
fo information and ownership of banking companies,
and ulfimately support the control of internal faxation.

6.2. Large taxpayers

A trend generally assumed by the TAs in LATAM is
the creation of specialized units dedicated fo the
freatment of large taxpayers, without breaking the
basic structure for tax processes, frying to provide
special attention to a small number of companies on
which a large part of tax collection of each country
depends.

The concept of "big company” is not identical and
varies significantly among countries, but the large
taxpayers Offices aim to provide a proper freatment
to their large taxpayers who have a very frequent
and intense relation with the TA. It is not granting
any privileges to big firms but to give them constant
attention (to support and fo tightly control) a small
number of taxpayers that produce a considerable
proportion of the total tax collection and also provide
a very important volume of information essential to
the implementation of the tax system.

Relations between the TA and large taxpayers are
characterized for being very frequent, the complexity
of the matter addressed by the highly qualified advice
available large private offices, for the international
implications of their activities and in occasions,

aggressive tax planning.
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TABLE N° 24

Agreements to Prevent the Double Taxation and Information
Exchange Agreements. To March 7, 2012

DTTs IN FORCE

IMPLEMENTED PENDING
1/ IMPLEMENTATION
Argentina (AFIP) 16
Bolivia (SIN) 7
Brazil (RFB) 31
Chile (SlI) 24 1
Colombia (DIAN) 4
Costa Rica (DGT) 1
Dominican Rep. (DGII) 1
Ecuador (SRI) 12
El Salvador (DGII) 1

Guatemala (SAT)
Honduras (DEl)
Mexico (SAT) 42 1
Nicaragua (DGl)
Panama (DGI)
Paraguay (SET)
Peru (SUNAT)
Uruguay (DGI)

a NN N

DS e TEAS  AGREEMENTS  MULTI-
SGNED, [\ SGNED, UNDERTHE  LATERAL
WINOTIN 0 BUTNOTN  CAT  pGReemENTS
FORCE YET FORCEYET® MODEL | 273/
2 6 6 4 1
2 1 1 1
2 2
4 1
2 2 12 2
]
1 1
]
]
1 1
4 7 5 1
1
4 1
2 : :
5 1 6

Source: CIAT, IBFD and Authority Tax.

1/ For Bolivia, Ecuador, Colombia and Peru includes the Andean Decision 578(2004) based on the principle of location
of the source of income. This substituted the Decision 40 of the Carfagena Agreement that created the Common
Regime for the Avoidance of Double Taxation (1972). It may be pending for ratification in some countries.

2/ For Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua includes the Multilateral Agreement on Mutual
Assistance and Technical Cooperation between the Tax and Customs Administrations of Central America (2006). It

may be pending for ratification in some countries.

3/ For Argentina, Brazil, Costa Rica and Mexico includes the Multilateral Agreement on Mutual Administrative
Assistance in Tax OECD / EC. It may be pending for ratification in some countries.

In this situation, all countries in the region (except
the DGI of Panama that is in process) have a Large
Taxpayers Unit (LTU).

The answer to the questionnaire (QUESTION 235) details
the criteria for selection of large taxpayers. It is noted
that the business furnover, the amount of tax entered
to the Treasury and the industry sector are widely used
criteria although some TAs such as the SAT in Mexico,
has a more complex assignment.

The key to the good functioning of the LTU is to assign
a small number of large taxpayers and with important
tax collection. Occasionally, in some countries, the
objective to increase rapidly the number of taxpayers
assigned to the LTU has been set, which have resulted
in negative effects as they come to incorporate some
no relevant taxpayers, this decision could make some
sense years ago when technological resources were
very limited and the system only covered the needs

of the main taxpayers, even for basic procedures
such as registration. As a tfoday, with more powerful
and developed tfechnological and computer systems,
it seems appropriate that the assigned number of
taxpayers not to be very high and fits well with the
resources assigned to the unit and of course, not
neglecting the attention to the other taxpayers.

Table No. 25shows on average, in 2010, the TAsin LATAM
have 3.935 taxpayers in their LTUs. It is noteworthy that
the number of large taxpayers registered in the DGII
of El Salvador is significantly higher than the larger TAs
such as the AFIP in Argentina or the SlI of Chile, as well
as the TAs of similar size of Central America. In some
cases it would be convenient to decrease the number
of taxpayers considered as a large companies to
make the LTU more efficient and operational, and in
this sense the DGII of El Salvador has recently decided
a very significant reduction in the number of the LTU
tfaxpayers.




-

Regarding the collection from large faxpayers, in all
cases it exceeds 60% of what the agency collects in
total (except for the SRI of Ecuador, the DGI of Uruguay
and the SAT of Guatemala) in many cases reached
over 70% and even 80% in SUNAT of Peru and the DEl
of Honduras. These data clearly outweigh the same in
comparison in OECD countries.

In relation fo the functions performed by the LTUs are
fairly homogeneous, although it is noteworthy that
in many TAs the updating and maintenance of the
taxpayer registry is not truthfully done. In the case
of the AFIP of Argentina, the SlI of Chile, the DGII of
Dominican Republic, the SRI of Ecuador, the DGI
of El Salvador, SUNAT of Peru, DGI of Uruguay efc.
It seems appropriate that the LTUs are responsible
for maintaining the registry, which is a basic tool
for the stratification of taxpayers and their proper
management and control.

These unitscould also play a criticalrole inimplementing
new methods or procedures as pilot offices, before
infroducing far-reaching changes besides close
monitoring of taxpayers assigned to these unifs send

a clear message of rigor in the application of tax laws.

For instance, the TA might test competing models
with big companies and appeal to corporate social
responsibility, even when aware of their practical
limitations.

Finally, as stated in the answers to the questionnaire
(QUESTION 240), the LTUs have a significant staff
allocation entirely dedicated to the unit. With this
information we can calculate the number of large
companies for each officer of the unit.

The range of enterprises by officials in the LTU is broad
and ranges from values lower than five (5) in the
DGI of Uruguay, SAT of Guatemala, SRI of Ecuador
and the AFIP of Argentina, while in other TAs (RFB of
Brazil, DIAN of Colombia and DGIl of El Salvador) it
is greater than thirty (30) and SUNAT in Peru exceeds
fifty (50) companies per (1) person working in the LTU.
The workload per employee in such countries seems
too high, and the TAs have to choose to allocate

STATE OF THE TAX ADMINISTRATION IN  LATIN' AMERICA: 2006-2010

TABLE N° 25 LTU taxpayers and percentage of their revenue

regarding the collection agency in 2010.

COLLECTION WITH
LARGE RESPECT TO THE
TAXPAYERS COLLECTION OF THE
AGENCY

Argentina (AFIP) 2,112 81.6
Bolivia (SIN) 2,118 n.d.
Brazil (RFB) 10,568 74.0
Chile (SlI) 1/ 1,972 85.0
Colombia (DIAN) 2/ 8,534 79.8
Costa Rica (DGT) 504 68.0
Dominican Rep. (DGII) 3/ 637 73.1
Ecuador (SRI) 200 32.9
El Salvador (DGII) 3.536 77.5
Guatemala (SAT) 504 57.2
Honduras (DEI) 4/ 812 85.0
Mexico (SAT) 15,630 60.9
Nicaragua (DGl) 402 71.6
Panama (DCl) = -

Paraguay (SET) 978 n.d.
Peru (SUNAT) 5/ 14,202 82.7
Uruguay (DGI) 252 48.0
Averages 3,935 69.8

|
1/ In the future it tries to stay with a figure of 1.400 companies plus
some special individuals.

2/ Other corresponds to embassies, consulates and diplomatic
entities.

3/ In the Large Taxpayers Unit, entity-Individuals are not controlled.

4/ Individuals who have personal business are considered as an
entity-individual because of the registration performed by the
taxpayer.

5/ Most of the main (large) taxpayers are corporations. About 1,200
out of the 14,000 are the most important and their  control is
cenfralized in Lima. The others are main taxpayers with territorial
distribution.

more staff or reduce significantly the number of big
companies affiliated to the LTU.

6.3. Information technology (IT) and communications

It is often said that information is a fundamental asset
of the TAs, in conjunction with qualified personnel to
analyze and manipulate it. Therefore, the intensive
use of technologies enables organizations o manage
large volumes of data, which effectively treated,
becomes an informative tool fo confrol tax obligations
and provide adequate service to taxpayers.
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The technology, well managed, can dramatically
improve the performance and effectiveness of the TAs,
compensating for their lack of means and resources.

The contemporary TAs can be considered as large
organizations that collect large volumes of information
they have to organize, adequate andinterpret with the
support of tfechnological tools. A powerful, integrated
system of information increases the chances of TAs to
fulfill their mission. It should be noted, in any case, that
informationis a very powerful and very useful tool, but it
is not by itself, its improvement must be fully integrated
info the overall TA strategy. The technology alone will
not solve the TAs difficulfies if it does not fit info TA’s
goals for reforming fax procedures to be simplified
and streamlined before properly computerizing them.

In last decades the advance and improvement of
the information technology have been dramatic for
many TAs. To the traditional information crossings have
been progressively added sophisticated solutions and
mechanisms that allow the application of risk analysis
techniques, data storage, knowledge management
tools, etc. All of them with more intfegrated information
systems and therefore more accessible, flexible and
open to receive and share information from other TAs
in response to the economic globalization.

Reducing costs of information managing, widespread
networks access to use new services and simpler
use of computers by staff and taxpayers, provide a
wonderful opportunity for the TAs improvement and
fransformation.

In this context, widespread access and use of the
Internet is probably the biggest transformation that
these organizations have experienced in decades,
since it is changing management processes and the
way how the TAs are connecting with citizens.

For all these reasons, it is important to comprehend
how the TAs in LATAM is using the new fechnologies.

As noted, the proper use of technology has to
become part of a plan that is consistent with the TA
overall strategy, and it seems appropriate that the
databases are centralized and infegrated from the

point of view of the end user. These three (3) matters
were answered on the questionnaire (QUESTIONS 251,
260 AND 263).

It shows that most TAs have an comprehensive IT
plan, and all have centralized databases and the
applications are integrated to the end user in eight
(8) out of the seventeen (17) TAs. It should be noted,
moreover, that in the entire seventeen (17) TAs
analyzed there’s connectivity between central and
regional offices.

All the TAs in LATAM creates the definitions of the
specifications of the IT developments and the vast
majority of computer developments are done
internally. There are, however, three (3) exceptions:
RFB of Brazil, SAT of Mexico and the SRI of Ecuador. In
this last TA most developments are outsourced but with
strong supervision from the SRI that directly develops
some critical projects.

When talking about available equipment for the use
of the officials, in the last years, the improvement has
been fast and keeps moving forward. In almost all TAs
the relationship between the number of computers
and officials stood around 1 to 1 ratio. Two (2) of them,
the DEI of Honduras and the DGI of Nicaragua there
is a computer for every 2.5 officers and in the AFIP of
Argentina the relatfionship is slightly greater than 1.
Another different problem is the average age of those
computers and their level of obsolescence.

Given the amount of information accumulated in the
tax databases, it is very important to ensure it is used
only by the officials and is always appropriate, and
exclusively used in the application of the tax system.
Therefore, it is necessary to know if the TAs adequately
regulates the access to tax information database.

Moreover, given the importance that information
tfool has to the TAs, it is important fo adopt measures
to ensure the confinuous accessibility to sensitive
data from each organization, by providing a backup
center.

Therefore, a response to the questionnaire (QUESTIONS
246 AND 258) summarizes the status of the TAs in LATAM




in these two (2) aspects. It is seen, for example, that
all of them perform access control measures to the
database base on the profile of the staff, and almost
all have a backup center (AFIP of Argentina, RFB of
Brazil, SIl of Chile, DIAN of Colombia, SRI of Ecuador,
DGIl of El Salvador, SAT of Mexico, DGI of Nicaragua,
SET of Paraguay, SUNAT of Peru, DGIl of Dominican
Republic and DGI of Uruguay).

It is important to mention that the increasing use of
Internet and Infranet in the TAs have become an
organizational incentive for its use by the rest of the
Public Administration and even to society as a whole.

Having overcome the initial information phase, in
almost all TAs many services are offered to taxpayers
(forms, assistance programs to filling up forms,
databases of FAQs, filing of applications or appeals,
etc.). This is a significant change in the TA model of
relationships with taxpayers which must lead fo a
radical fransformation through the ‘“virtual offices”
that offer citizens the opportunity to interact with
TA only on the Internet, ranging from the filing and
electronic payment (already widespread in LATAM),
electronic notification, submission of applications for
deferment, participation in auctions, invoicing, verify
the validity of pay stubs, etc. This is definitely a way by
which TAs have to continue moving forward and even
faster than before.

6.4. Planning and studies

The TAs are complex organizations due to the number
of employees and offices, the quantity of taxpayers
to control and report, the enormous volume of
information freated, the dynamic tax systems to
implement, the large number of different processes,
their social impact and it political importance, etc.

This organizational complexity needs to have a
planning and management confrol system that
permits to set the goals to achieve and the path to
follow.

The planning activity establishes the organization’s
strategies, goals fo achieve, the necessary measures
to accomplish them. The new management models
makes the public sector to move towards a culture
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oriented to results, previously implemented in the
private sector and should incorporate not only

quantitative aspects but also of quality.

The strategic management cycle usually starts with
defining the mission and organizational values and
vision, i.e. how the organization expects to be the
newly renovated enfity, in the medium to long ferm.
In the case of LATAM, all TAs except for the DGI of
Panama and the DGII of El Salvador, have an explicit
statement of mission and vision as reflected in the
answers fo the questionnaire (QUESTIONS 267 AND 268).

In a very summarized way, in the mission reports,
references are contained for the appropriate
application of the tax system with values such as
equity, ethics and respect for the taxpayers rights, it
is also explicitly mentioned in many cases, to promote
voluntary compliance of the taxpayers obligations
and in some countries include references to economic
development and welfare of citizens.

Therefore it seems reasonable definitions that happen
fo be in line with those of the OECD counfries.

The objectives describedin the TAs mission declarations
are defined with values such as excellence, the TAs
social recognition and the professionalism and service
to citizens. In term of the form, some are very short
(SAT of Mexico or the DGI of Nicaragua are good
examples) but certain are also very detailed as those
of DGI of Uruguay or DGT of Costa Rica.

All TAs of the region except for the DGI of Panama, say
they have a strategic plan adopted and in effect (DG
from El Salvador has just approved it and published
it on the web) and all but the DGI of Panama, have
an annual operating plan. Therefore, from the formal
point of view, the situation is accurate.

The most important performance indicators are
reflected in the

(QUESTION 273).

responses fo the questionnaire

A brief analysis of the indicators shows that virtually
all countries place as their first goal to achieve the
projected collection in the budgets, indicators for
monitoring fiscal actions and their tax payment
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results are very frequent, and many countries include
indicators relating to assistance and information and
lapses to comply the requirements of taxpayers.

However, in many cases the definitions of the indicators
are nonspecific (level of fiscal presence or enquiries
from taxpayers per month, process status) or, otherwise,
reach an excessive level of detail (index of attention
fo incidents computer), offen have little relevance to
assess the TA performance (internal budget execution,
coverage of tax education initiatives) or are very
difficult to compare (strengthened technical staff
capacity, institutional credibility and transparency).

In brief, it seems appropriate to review the delineation
of management indicators in many countries so the
TAs promote their authentic objectives, with a simple
definition and follow up, quantifiable and standardized
processes, that cover the TAs essential functioning.

For the management control system to properly
function, it is necessary that all data needed to
compare the performance of the indicators come
from the electronic database system without any
kind of manual adjustments. The information must be
provided by the corporate IT information technology
and be directly related to the management
procedures.

The answers to the questionnaire (QUESTION 274)
summarize how the operating plan follow up is
performed in the different TAs of the region.

Seven (7) TAs follow up the same through manual
reports (at least partially), whereas other seven (7) TAs
rely exclusively on the corporate computer facilities —
AFIP of Argentina, RFB of Brazil, DIAN of Colombia, SAT
of Guatemala, SET of Paraguay, DGII of Dominican
Rep and DGI of Uruguay DGI-.

It is clear that the situation is not the best because itfs
follow up is performed based on manual reports, at
least partially. Only four (4) TAs, the AFIP of Argentina,
RFB of Brazil, DIAN of Colombia and SAT of Guatemala
are based exclusively on the corporate computer
system.

This situation must change, otherwise the credibility
of the planning system will be affected and the
organizations offered data will be dissimilar, not
comparable and without homogeneity.

In relation to the impact of the OAP in the salaries and
administrative career in the TA staff, the answers to
the questionnaire (QUESTIONS 277 AND 279) show the
sifuation in different TAs.

It clearly shows the limited impact that the operational
planning system has on compensations and on the
staff professional career. There are some exceptions
but clearly a minority. This condition is a direct
consequence of the lack of expertise of the planning
systems and from the insufficient attention assumed to
this area by the TAs in LATAM, with few exceptions.

The appropriate planning systems and management
control are no longer merely a theoretical approach
with  no connection to the real functioning of
organizations and not very useful to the upper
level management, in order to acknowledge if the
organization is moving on the right direction and at
what pace. This is certainly an area to strengthen in
the coming years.

The TAs also need to have a comprehensive research
units that assist the Directors of the organizations
to make decisions in an orderly and ratfional
manner. Many countries have organized special
units dedicated to the development of tax sfudies,
monitoring and collection predictions, analysis of the
impact of regulatory changes, studies of tax non-
compliance, efc.

A strategic task which is usually developed by the
Study Units is monitoring tax collection, assessing the
impact of tax reforms, collection predictions etc. that
have relevance for the design of tax policy and also
to knowledge the economic situation in real fime,
given the monthly frequency of the main tax returns.

The answers to the questionnaire (QUESTION 282)
show that most of the TAs have Study Units managing
activities such as studies of fax evasion or non-
compliance and measurement of tax expenditures.




As it is shown, there are five (5) TAs that periodically
estimate the non-compliance or evasion (mainly VAT)
and they publish with full fransparency their reports.
They are the SRI of Ecuador, the Sl of Chile, DIAN of
Colombia, SUNAT of Peru and the DGI of Uruguay. It
starts fo be more common to estimate the CIT evasion.
Those who provided the data, show that the tendency
is positive because they reflect significant reductions
in the considered years.

4.5. Relations with society

To encourage the citizens voluntary compliance with
their tax obligations it is important that the society in
general comprehend the TAs mission in a democratic
society and the role they play as vital element to
smooth the functioning of the State.

In this sense, various TAs develop a variety of
programs to communicate the work they do and
the circumstances and conditions on how they do it.
Thus, most of them have a corporate communication
plan, as reflected in the answers to the questionnaire
(QUESTION 289).

Currently the most powerful communication channel,
immediate, effective and efficient between the TA and
society, is the Internet. This is reflected in the evolution
of the number of hits on the TAs webpage from 2006
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to 2010, the results are positive and in some TAs the
hits are massive (AFIP of Argentina, Sl of Chile, SAT of
Mexico or the DGII of Dominican Republic) where it
multiplies several times the number of population of
the country, but it seems very little in others. Certainly
there is still much to be done and the TAs must do it
fast since the technological elements allows so; this
is demonstrated by the results in different countries.
For example, in the AFIP of Argentina and in the DGl
of Dominican Republic the number of hits increased
almost five (5) times between 2006 and 2010 and it
has to be the result of a job well done and the design
of a website that provides services and confidence to
taxpayers. Instead in other TAs it have started very late
and also offer growth is sfill slower than the expected
one.

The number of hits on the TAs webpages is directly
related to the quantity and quality of services offered.
Note that in all countries, the website provides
information and allows performing on-line procedures
(registration, filing and payment of claims, submission
of resources, fracking records) as reflected in the
answers fo the questionnaire (QUESTION 29¢).

Its remarkable that in all the countries it is possible to
file tax returns through the website, but there are seven
(7) countries where payments of fax refurns cannot be
made.

Moreover, the presentation of

GRAPHIC N° 4 Non-compliance Studies or evasion performed by the TAs
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(QUESTION 297) reveal the situation in different TAs
and the options offered to staff about internal
communication.

It may be noted that five countries have also
established quality circles and improvement teams
to identify internal good practices and spread them
to the entire organization and to make proposals
for certain reform procedures. The TAs with these
improvement work teams is AFIP of Argentina, SII of
Chile, DIAN of Colombia, SAT of Mexico and DGI of
Nicaragua.

The TAs need to obtain feedback to understand
how citizens value the different services offered, to
improve them, re-define or replace them with others.
Satisfaction surveys in this matter are very common,
especially those aimed at knowing the value of
information and assistance services.

Satisfaction and evaluation surveys

The responses to the questionnaire (QUESTIONS 301
AND 302) show which TAs systematically conducts
satisfaction surveys and the citizens’ evaluations for the
services received. It is observed that most TAs, eleven
(11) out of seventeen (17) - conduct surveys, yet only
six (6) provide detailed information on the valuation
made by cifizens (SRI of Ecuador, SAT of Guatemala,
SAT of Mexico, SUNAT of Peru, DGIl of the Dominican
Republic and the DGI of Uruguay). GRAPHIC N°. 5
shows the most significant results.

As shown, most of the evaluation scores are excellent,
very good or good, although the results differ
between countries, they are probably influenced by
the methodology used. In any case, the results are
safisfactory.

Tax Education

Generally, the image that the Public Administration
and in particular the Tax Administration projects to
society affects the fax awareness of citizens and
determines the success of its mission. As the citizen
perceive more efficiency and professionalism in the
TA performance, his confidence increases and the

collective fiscal awareness is improved. But the fiscal
awareness is notf instinctive but a social product
resulting of tax education.

The massive expansion of government spending
throughout the XX century led to the increasing need
for public revenue to fund services required by society.
Thus the State is perceived as ambivalent: protection
and support is expected to exercise the rights, but
there is resistance when it comes to confront its
counterpart, from the angle of the obligations.

The tax non-compliance is rejected at the level of
moral judgments and the fraudsters are seen as
social abusers since they use and deplete goods and
services they have not helped to finance. However,
when we pass from the moral aspect to the specific
behaviors of individuals and social groups, convictions
are weakened and human conflicts appear.

Therefore, as stated, if the tax awareness is not
natural instinct but the result of tax education, it
seems appropriate for TAs to support and promote
the educational function of citizenship with rights
and duties. Young people and children are the main
target of this educational work program, which is not
infended to fransmit knowledge but instrumental to
socialize or practice values of civic and fiscal duties.

Currently, all TAs in LATAM, except for the DGI of
Panama have a tax education program and in nine
(?) out of seventeen (17)-AFIP of Argentina, RFB of
Brazil, DGT of Costa Rica, DGII of El Salvador, DGI of
Nicaragua, SET of Paraguay, SUNAT of Peru, DGII of
Dominican Republic and the DGI of Uruguay, the
program is part of the national educational system,
although in many cases the TA develop them or
supportfs teachers in charge of implementing it. These
programs are seen as positive but their effects will be
experienced only in the medium to long term.

6.6. Problems, implemented projects
and future frends

The problems identified by the TAs differ considerably
but there are some exiraordinary coincidences.
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GRAPHIC N° 5 Safisfaction surveys of taxpayers LA. Percentages of universe considered.
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The informal economy is particularly mentioned as a
significant problem to five (5) TAs, AFIP of Argentina,
SIN of Bolivia, RFB of Brazil, SAT of Guatemala and
SUNAT of Peru, and seems a reasonable answer to the
maijor role that various studies attribute to the informal
economy in Latin America, which in some counfries is
more than 50 % of the total economic activity.

To diminish the informal economy requires all kind
of action (regulatory, organizational,
encouraging return to formality) and the collaboration

of the TA with the institutions of welfare and social

repressive,

security, local governments efc. The implementation
of a simplified tax system, easy to use by very small
businesses, reasonably equitable and manageable
by the TA is a possible way for controling. Do not
forget, however, that the difficulty of the simplified tax
regimes is not the implementation process itself but to
maintain and apply it without altering the whole tax
system.

Complexity and instability of the tax system legal
framework, -RFB of Brazil, DGII of Dominican Republic,
and SRI of Ecuador and SAT of Guatemala, is another
of the topics. Certainly the complexity of the tax
system makes the TA labor more difficult as well as
the compliant of the tfaxpayers, while providing
opportunities and benefits to well-assessed taxpayers
and defaulters. It is important fo strengthen the TA role

Regular Bad

B Guatemala (SAT)
M Peru (SUNAT)
Uruguay (DGI)

as a counselor and advisor to the political authorities
who design the fax system to ensure their applicability.

Insufficient budgetary and personnelresources are also
considered as constraint for a good management. It is
the most frequent problem mentioned by the TAs, SIN
of Bolivia, RFB of Brazil, Sl of Chile, DGII of Dominican
Republic, DGII of El Salvador, SRI of Ecuador, DGI of
Nicaragua, SET of Paraguay and DGI of Uruguay-
which are aware of the need to strengthen the TAs as
a prerequisite for the properimplementation of the tax
system. As it have been repeated in this document,
the TAs should get used to function in an austerity
but the
authorities must be aware that excessive restrictions on

environment and limited on resources,
the resources allocated to the TA could be damaging
to the proper implementation of the fax system and

the proper functioning of the State.

Finally, there are other coincidence points but less
important such as low tax awareness mentioned by
three (3) TAs (RFB of Brazil, SRI of Ecuador and SAT
of Mexico), bank secrecy, weak penalty system,
improper design of the computer system, the high
level of evasion efc.

It is noteworthy that only one (1) TA, the AFIP of
Argentina, cited as imporfant risk issues related to
infernational faxation.
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The TAs complete answers are collected in QUESTION
317.

Regarding the most important implemented projects
inrecent years, there is considerable similarity between
the TAs to consider that the most significant projects
are related to technological advances. Virtually all TAs
refer to some important technological transformation
carried out in the last four (4) or five (5) years.

The electronic invoicing can be highlighted, AFIP of
Argentina, SAT of Guatemala, SAT of Mexico and the
SUNAT of Peru-, the starfing up of a new computer
system or fundamental changes, SIN of Bolivia, SRI
of Ecuador and DGII of El Salvador-progress towards
virtual office, RFB of Brazil and SIN of Bolivia-, fiscal
printers, advanced electronic signatures, new services
to taxpayers, AFIP of Argentina and the RFB of Brazil
etc.

Important projects on tax education have been
developed, -DGIl of El Salvador, DGT of Costa Rica
and the SET of Paraguay, organizational changes, SIN
of Bolivia and Sl of Chile. In this last TA, an organization
by taxpayers' stratification has been implemented
new tax and customs courfs have been created, etc.

Finally, two (2) TAs the DGIl of Dominican Republic
and the DGI of Uruguay have implemented transfer-
pricing rules.

The TAs complete responses are collected in QUESTION
318.

Regarding the major projects that TAs plans to carry
out in the coming years, they are of course, closely

related to those who have recently been launched.

Thus, we cite many technological advances and
organizational or related to the fight against tax
evasion.

In line with technological changes the TAs continue to
opft for electronic invoicing, AFIP of Argentina, DGII of
Dominican Republic, SRI of Ecuador, SET of Paraguay
and DGI of Uruguay- to begin its implementation or
to consolidate and extend it permanently. Electronic
reporting, virtual office and fiscal printers are also
important stakes. Other TAs have provided significant
changes in their platforms and management-DGII of
El Salvador, RFB of Brazil, DGI of Nicaragua or SUNAT
of Peru.

The DGI of Nicaragua and Panama are planning to
tackle important organizational changes. In the TA of
Panama the Large Taxpayer Unit will be created. It is
worth to remember that the DGI of Panama is the only
country in the region where this unit is not in operation.

Several TAs mention projects related with the
administrative careers and fraining-RFB of Brazil, Sl
of Chile and the DGI of Uruguay. This last one is also
planning to further develop the draft return statement.

Finally, we emphasize that the SRI of Ecuador plans to
strengthen and systematize its collection process. It is
inferesting that the only mentioned weak areas, is the
only weak areas of all TAs in LATAM, which shows that
still do not receive the appropriate attention.

The TAs complete answers are collected in QUESTION
319.
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Conclusions and

Recommendations

The TAs are strategic organizations for fiscal sustainability
and development of public policy.

In the last twenty (20) years there have been an
important process of reinforcement and consolidation
of the TA in many LATAM countries and there have
been significant progress in performance: significant
technological advance, improving the quality and
quantity of information handled, simplification of an
appropriate strategy based on promoting voluntary
compliance with tax obligations, implementation of
planning systems and strengthening intfernal control
systems, application of risk analysis techniques, better
attention to issues of international taxation and the
implications of economic globalization, implementing
tax education programs, emphasis on fraining of
personnel working in the TAs. efc.

However, much remains to be done and much to
advance to ensure the correct application of a tax
system that experiences changes frequently and
which will probably be technically more complex by
its increasing personalization, by the greater burden
of direct taxes and the impact of issues related to
international taxation. Clearly, designing a fax system
affects the operation and organization of the TAs
and should therefore be applicable and as stable as
possible.

From the study, major deficiencies appear in the
functions of tax planning, control, coercive collection
and infernatfional taxatfion, in particular in Central
America. These are the functions that define an
advanced administration since they persuade the
taxpayer of voluntary compliance. This should be
the goal of the second generation of reforms to be
undertaken, and technically they will be more complex
and demanding than the first.

The institutional framework for the compliance of tax
obligations requires a broader concept that could be
called “tax institutions system.” This system must include,
for example, other institutions, primarily the contentious-
administrative process such as the administrative
courts?, and also organizations such as the Vehicle and
Real Estate Cadaster and Public Registers (Identity,
Property, etc.) that co-manage the information of
agents and economic assets. Therefore, the second
generation of reforms should include this perspective,
as per the socio-economic situation in each country.

Autonomy and strategy

The challenges for a sustained increase in revenue
collection and voluntary compliance levels require a
constant effort of modernization and adaptation of
TAs and count on solid support areas that rapidly and
efficiently respond to their requirements. In this regard
it is noted that when they achieve a certain degree of
autonomy, in general, there are better results.

As for the strategy, it is convenient that the TAs keep
frying to increase the levels of voluntary compliance by
taxpayers, which requires helping those who want to
comply and to fight with determination against fraud
and fax evasion.

Organizational model

In general, the TAs have evolved from an organization
based on the different taxes, to one designed on the
tax administration functions, to move towards a model
focused on the taxpayer’s characteristics (client, in a
parallel with the evolution of a private service).

4 For example, the Bank supported the modernization of the Tax
Court of Peru which now has budgetary, organic and functional
independence, and its members are elected with the participa-
tion of the civil society.




Regarding the above-mentioned matter, experience
has shown that the micro and small enterprises special
regimes have not been successful. While in the region
these special freatments must contfinue to exist, it is vital
to begin their resizing process. Even by complementing
it with fiscal policy measures, the creation of Smaill Units,
similar fo the Large Taxpayers Unit could be considered
but prevailing the assistance over the control to support
the transition process to the general regime then at the
same fime promote the formality.

Likewise, many TAs in LATAM have chosen for the
integration of the TA and customs. The integration is
not considered essential but a strong coordination
allowing the two (2) areas fo share information and fo
ensure a coordinated control of compliance with fax
and customs obligations seems important. In the same
way a better coordination of the TA with the institutions
responsible for the collection of social contributions
should be considered, in line with the solution already
implemented by the AFIP of Argentina, the RFB of Brazil
and SUNAT of Peru.

Control of the TAs

There is a clear tendency to move forward in the internal
control tasks, and for that most TAs have specific areas
responsible for the financial internal audit, proper use
of information security, stfrong procedures, especially
the most sensitive ones such as audit or refund, the
disciplinary regime of employees, etc.

However, the survey reflects a very small number of
sanctions imposed on employees in recent years,
which seems to show that there is no real control and it
is more formal than real. It therefore seems appropriate
to strengthen internal control systems and effective
implementation of sanctions regimes.

Financing and management costs

It is also important fo note that the TAS have not been
equipped with better budgetary resources,
despite of this, cost efficiency and management of tax
revenues in the TAs in the region have increased, and
are quite in line with the average of OECD countries.

and
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Over time, the TAs have to maintain a significant
especially  on
technology. It is considered that in general the region

investment  effort, information
has a low level of investment, which affects future
performance and jeopardizes their development

capacity.

Human resources

Although in recent years many TAs in LATAM have had
some increase in staffing, the relationship between
population and the number of employees of TA shows
that there is much less personal than in the OECD
counfries.

Consequently, in some counfries certain evolution
would be appropriate in the supply of humanresources
performed in a wisely manner and to allocate them
in cerfain specialized areas (e.g. large taxpayers,
comprehensive audits, international taxation). This
will also achieve a better distribution of available
personnel with more attention to tax control.

The remuneration for the staff working in TAs must allow
a reasonable correlation with respect to institutions
such as the Central Bank or the Comptroller Office
and business advisory and tax consultancy operating
in each country. It seems that the current salary level of
the TAs in LATAM is quite reasonable in most countries
that is a prerequisite for the TA proper functioning. It
is also recommended increasing the variable part of
remuneration linked to the quality of work performed.

The TAs needs to ensure transparent recruitment
processes and demanding tests to ensure access of
skilled technicians fo public office and a reasonable
stability in the exercise of their functions. They must
also continue investing in the staff permanent training,
using on-site courses and also the new fraining systems
supported by educational platforms.

In summary, on human resource matters, the tax
administrations must have adequate funding in line
with the reality of each country and the staff must
be well trained, motivated and reasonably paid to
promote integrity and stability in the organization.



STATE OF THE TAX ADMINISTRATION IN' LATIN' AMERICA: 2006-2010

Access to information

The TAs of the region have broad rules to access
information with tax significance, although there
remain limitations in some countries in relation to
financial reporting due to the restrictive bank secrecy
regulation. Furthermore, in many countries TAs have
powerful computer systems to handle large volumes
of information. However, their use and exploitation
expressed in the tax control actions and enforced
collection results indicate that there is still a long way
fo go. Itis not just about having a lot of information but
to ensure its quality and effective exploitation.

Offenses, penalties and tax fraud

The penalty regime is not applied rigorously and in
many countries the number of convictions for tax fraud
is very low and in others there have been no single
sentence in the last five (5) years.

Therefore it seems essential to thoroughly review the
application of the penalty regime and tax fraud, to
avoid encouraging tfax fraud and evasion and fo have
an effective tool to encourage voluntary compliance
with tax obligations.

Taxpayers’ registration

The registration of taxpayers is a basic element for
managing the tax system and the fight against the
informal economy. The country information shows that
many of them face an urgent need for a purging plan
and a registry updating.

Guidance to taxpayers

The TAs must make an effort to reduce compliance
costs, and for this purpose they have launched a series
of measures to improve the information they provide
and the assistance provided to taxpayers. However, it
appears necessary fo enhance the use of Infernet and
large call centers to ensure standardized criteria and
quality of the information provided.

The TAs should provide powerful and flexible information
services based on new technologies, but adjusted to

the reality of each country and the characteristics of
its fax system.

Tax control

In general, the TAs in LATAM conduct a small number of
confrol actions in relation to active taxpayers, therefore
fo sfrengthen confrol procedures to communicate
to society a better perception of risk from defaults is
something that should be done.

Despite of having a large volume of information, TAs
made relatively few performances of extensive control
and an insufficient number of comprehensive audits.
Furthermore, the recovered amounts actually paid are
just a minimal percentage, so the perception of risk in
society is insufficient.

In this situation it is essential to toughen control
procedures both extensive and intensive, adequately
frain and specialize comptrollers, develop a better use
of the stored database information and increase the
rigor and follow-up of audits.

Collection

Information obtained from the questionnaire shows
that a significant increase in debt outstanding is being
produced, as each year the new bad debt is much
greater than the collected or paid one. To reverse this
situation would require paying more attention to the
area of collection, and providing further resources.

Moreover, it seems appropriate toinclude the enforced
collection task among the functions performed by
the TAs for effectiveness and efficiency reasons.
Alternative organizational solutions as the transfer of
the collection to courts or collaborative models seem
less effective for the effective recovery of tax debts.

International Taxation

In this field the region has been incorporated late and
not fully to the international trend. As the LATAM region
being an open region, it is clear the sense of urgency
to quickly address this issue. The Global Forum on Fiscall
Transparency requires, for example, be prepared for




- -

the effective exchange of tax information between
jurisdictions, the liffing of bank secrecy or the end of
the no nominating ownership of the property, are
still underdeveloped aspects in the region, with the
exception of some countries.

The contemporary international taxation reduces
the uncertainties in atftracting savings and foreign
investment and the implementation of international
standards  of
exchange, access to bank information and ownership
of enterprises, promote the internal taxation conftrol.

fiscal  transparency, information

Large taxpayers

The LTUs are fully extended in the region, in fact all TAs
with the exception of one (1), have a specialized unit
for the freatment of large taxpayers.

It seems a reasonable solution for the attention and
control of taxpayers who provide a high percentage
of income and supply much of the tax information.
However, it is convenient to have a relatively low
number of companies subscribed to the unit and the
functioning of the LTU does not involve the confrol
of other taxpayers. Moreover, these units should be
responsible for managing the entire process, from
the registration of tfaxpayers to the collection through
extensive and intensive conftrol.

Technological Support

The TAs reliance to computer systems have been
robust in recent years and progress are remarkable.
This is certainly a policy that must contfinue but without
forgetting that fechnology is a very powerful and very
effective tool, but not by itself and its development
must be fully infegrated into the overall TA strategy
and also to be aware that information systems require
a continuous and gradual construction without

constant changes in direction.

It is observed that in many TAs there is sfill great scope
for increasing the use of Internet, which still have an
insufficient use, solutions such as electronic invoicing
and fiscal printers to promote better implementation
of the tax system should also be considered.

STATE OF THE TAX ADMINISTRATION IN  LATIN' AMERICA: 2006-2010

Planning and management control

The complexity of the TAs operation makes it necessary
to provide them with a planning and control system
for achieving their goals and understand if they moves
in the right direction.

The generalization of a certain level of autonomy for
the TAs in LATAM must be accompanied by a rigorous
evaluation system that allows adequate control of tax
organizations and, if necessary, justify the allocation of
additional resources.

However, it appears that overall planning systems
in TAs in the region are little more than a theorefical
approach with no connection to the real functioning
of organizations (with exceptions) and not useful fo
know their most important results. Therefore it seems to
be an area that requires significant solidification in the
coming years.

Tax education

In almost all Latin American countries have initiated
tax education programs to support tax consciousness
of citizens and they are considered a positive decision
that, however, will only produce results in the medium
fo long term.
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PART I

Responses
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1. INSTITUTIONAL ASPECTS

1.1.

Operational regulation.

1. What is the legal nature of your T.A.2 Choose one optfion only.

Argentina (AFIP)
Bolivia (SIN)

Brazil (RFB)

Chile (SlI)
Colombia (DIAN)
Costa Rica (DGT)
Dominican Rep. (DGII)
Ecuador (SRI)

El Salvador (DGII)
Guatemala (SAT)
Honduras (DEI)
Mexico (SAT)
Nicaragua (DGI)
Panama (DGI)
Paraguay (SET)
Peru (SUNAT)
Uruguay (DGI)

TIS ABOUT ONE OR SEVERAL UNITS LIKE VICE MINISTRIES, SECRETARIES,
GENERAL DIRECTIONS, AMONG OTHER, LOCATED WITHIN THE TREASURY
DEPARTMENT'S ORGANOGRAM (OR ITS EQUIVALENT IN YOUR COUNTRY).

ITIS ABOUT: A) AN INDEPENDENT ORGANIZATION; OR B) AN ENTITY
WITH A DEGREE OF AUTONOMY AND WHICH EVEN IF NOT
FUNCTIONALLY DEPENDING ON THE FINANCE MINISTRY (OR IT§
EQUIVALENT IN YOUR COUNTRY), IS PART OF ITS SCOPE.

X
X

< X

X X X X




B

STATE OF THE TAX ADMINISTRATION IN LATIN' AMERICA: 2006-2010

2. If you consider that your T.A. has partial or full autonomy, then answer Yes or No to the following questions:

2.1.

Does your T.A. directly approve its budget?2

|
YES

=
o

Argentina (AFIP)

Bolivia (SIN)

Brazil (RFB)

Chile (SlI)

Colombia (DIAN)

Costa Rica (DGT)

Dominican Rep. (DGCII) 1/

Ecuador (SRI)

El Salvador (DGII)

Guatemala (SAT) X

Honduras (DEI)

Mexico (SAT)

Nicaragua (DGl)

Panama (DGI)

Paraguay (SET)

Peru (SUNAT)

Uruguay (DGlI)
|

1/ The total amount available for the DGIl is
assigned by the Finance Ministry, but the
expenses allocation (How to use this total
amount) is determined by the DGII

X X X X X X X X X

X X X X X X X

2.2. Once approved the Budget for your T.A.,
directly or assigned by the Finance Ministry
(or its equivalent in your country), indicate
if your T.A. can freely transfer budgefts items
from different categories

|
YES NO
Argentina (AFIP)

Bolivia (SIN) X

Brazil (RFB)

Chile (SlI)

Colombia (DIAN)

Costa Rica (DGT)

Dominican Rep. (DGII) X
Ecuador (SRI) X
El Salvador (DGII)

Guatemala (SAT) 1/ X
Honduras (DEI) X
Mexico (SAT)

Nicaragua (DGl) X
Panama (DGI)

Paraguay (SET)

Peru (SUNAT) X
Uruguay (DGI)

1/ As long as it is authorized by the Directorate, as well
as complying with Government budget regulations .
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23 Can vyour TA. modify its own 2.4. If your answer fo the last question
organizational structure?e was negative, indicate if, your TA.
organizafional changes need to be
YES NO approved by the Treasury Department (or
Argentina (AFIP) X its equivalent in your country).
Bolivia (SIN) X ]
Brazil (RFB) X YES NO
Chile (SlI) X Argentina (AFIP)
Colombia (DIAN) X Bolivia (SIN) X
Costa Rica (DGT) X Brazil (RFB)
Dominican Rep. (DGII) 1/ X Chile (SH) 1/ X
Ecuador (SRI) X Colombia (DIAN) X
El Salvador (DGlI) X Costa Rica (DGT) 2/ X
Guatemala (SAT) X Dominican Rep. (DCI)
Honduras (DEI) 2/ X Ecuador (SRI) X
Mexico (SAT) X El Salvador (DGII) X
Nicaragua (DGI) X Guatemala (SAT)
Panama (DCl) X Honduras (DEl)
Paraguay (SET) X Mexico (SAT) X
Peru (SUNAT) X Nicaragua (DGI)
Uruguay (DGI) X Panama (DGI) X
| Paraguay (SET) X
e Lclongl Orgon feguatons o e el Peru (SUNAT X
modifications up to departmental level. Uruguay (DGlI) X
2/ Decree 17-2012(Art. 79-Num 3) empowers the I
Executive Director of DEI to approve and/or 1/ They are subject to legal modifications.
;?rgg':grgf own DEl organizational and functional 2/ The Director of the General Tax Directorate submit

a modification proposal, which is sent to the
Institutional Planning Department of the Treasury
Department. Once reviewed the Treasury
Department gives the approval and send it to the
Ministry of National planning and Economic
Policy (MIDEPLAN), for approval.
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25 Can vyour TA. hire its personnel 2.6. Can your T.A. determine ifs own salary scales
independently?2 different from the rest of Public Administration?

YES NO
. YES NO Argentina (AFIP) X
Argentina (AFIP) X Bolivia (SIN) X
Bolivia (SIN) X Brazil (RFB) X
Bro.zn (RFB) X Chile (Sll) 1/ X
Chile (sn.) 1/ X Colombia (DIAN) X
Colombia (DIAN) X Costa Rica (DGT) X
Costa Rica (DGT) X Dominican Rep. (DGII) X
Dominican Rep. (DGII) X Ecuador (SRI) X
Ecuador (SRI) X El Salvador (DGlI) X
El Salvador (DGII) X Guatemala (SAT) X
Guatemala (SAT) X Honduras (DEI) 2/ X
Honduras (DEI) X Mexico (SAT) X
Memco (SAT) X Nicaragua (DGl) X
Nicaragua (DGl) X Panama (DGI) X
Panama (DGI) X Paraguay (SET) 3/ X
Paraguay (SET) X Peru (SUNAT) 4/ X
X
Peru (SUNAT) Uruguay (DGI) 5/ X
Uruguay (DG X

1/ Not all The Public Administration entities uses the same salary
scales. Sl salaries are determined by the Fiscal institutions
salary scale.

2/ The Decree 17-2010 (Art. 80) establishes that DEI employees
salaries include a salary scale plus an incentive system, in
concordance with the guideline approved by the President
through the Finance State Secretariat. This regulation has not
been implemented yet.

|

1/ Autonomous process which is approved once
informed and reviewed by the General Comptroller
of the Republic.

3/ Besides the salary, there is a bonus based on a portion of the
collection (the fines).

4/ After answering the questionnaire, SUNAT presented changes
to provide salaries scales different from the rest of the Public
Administration.

5/ The DGl law reform body empowered the Executive to
establish an special salary scale for the DGI, due to its
exclusivities and incompatibilities, which make it different from
the rest of the Public Administration. Salaries increases follow
the public administration general regime for increases.




STAT

2.7.
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Frequently, as a consequence of the autonomy that has
been given to TAs, Civil Society fries to get involved in their
management. Is there an organization conformed by Civil
Society's representatives that has an influence in TA's decisions in
your country?2

I
YES NO

Argentina (AFIP) 1/
Bolivia (SIN) 2/
Brazil (RFB)
Chile (SIl)
Colombia (DIAN) X
Costa Rica (DGT)
Dominican Rep. (DGII) 3/ X
Ecuador (SRI) X
El Salvador (DGII) X
Guatemala (SAT) X
Honduras (DEI) X
Mexico (SAT) X
Nicaragua (DGl)
Panama (DGI)
Paraguay (SET)
Peru (SUNAT) 4/

Uruguay (DGI)
I
1/ There is a Advisory Council, integrated by the presidents of the
commissions of Budget and Treasure of the Chamber of Deputies and
Senators, the Executive Director of the Social Security National
Administration (ANSES) , two tax experts of the Central Bank, and one
of the provinces, assess the compliance of the AFIP's objectives. This
Council has no executive function.

X X X X

>

X X X X X

2/ A Directorate is the highest normative authority of the SIN. It is formed
by the President (highest executive authority) and five (5) directors.

3/ There is a Tax Administration Superior Council (CSAT) who has
responsibility for defining and approving the policies, strategies and
institutional plans, as well as their follow up and evaluation. It is formed
by The Ministry of Finances (Presiding it), the Industry and Commerce
Ministry, Planning and Development, the Customs General Director
and the General Director of Internal Revenues.

4/ Since 2012, there is a Directorate composed by representatives of the
Central Bank and the Finance Ministry.

2.8.

o [

If your answer to the previous question was positive, indicate what part
of society this organization is representing. You can check more than one
option.

BUSINESS mADE  pROfessionaL  OTHERS

PLEASE
ASSOCIATIONS UNIONS UNIONS DESCRIBE

Argentina (AFIP)

Bolivia (SIN)

Brazil (RFB)

Chile (SlI)

Colombia (DIAN) 1/ X

Costa Rica (DGT)

Dominican Rep. (DGII)

Ecuador (SRI) 2/ X

El Salvador (DGII)

Guatemala (SAT) 3/ X
Honduras (DEl)

Mexico (SAT) 4/ X
Nicaragua (DGl)

Panama (DGI)

Paraguay (SET)

Peru (SUNAT)

Uruguay (DGI)
I —
1/ National Cooperative Commission of Tax and Customs Management (advisory

organization), integrated by the Ministry of Finances and Public Credit or its delegate who

will preside it, the DIAN General Director, the Ombudsman for the Taxpayer and Customs

User, and delegates and representatives of the economic unions.

2/ The SRI highest authority is a Directorate constituted by the Finance Ministry (who presides
it), the Companies Superintendent or their delegate, the Bank Superintendent or their
delegate, the Sub secretary of Budget and accounting and a representative of the
National Federations of the Chambers of Commerce. The SRI Director General participates
fo the meetings of the Directorate with no right to vote. The President of the Directorate
has, in addition, the casting vote.

3/ Directorate conformed by the Public Finances Ministry, who presides it, four (4) Principal
Directors and their alternates, and the T.As Administration Superintendent, who acts as
Secretary. Independents Directors are designed through a mechanism which include an
“Appointment Committee” (art. 8 to 15 Sat Organic Law, Decree 1-98 of the Congress of
the Republic).

4/ Governing Board, which is integrated by the Secretary of Finances and Public Credit, (who
presides it), three (3) counselors designated by the above-mentioned Secretary among
the Higher Finance Officers, and three (3) independent advisors designated by the
President of the Republic, two (2) of them proposed by the National Union of Tax Officers
referred to in the Tax Coordination Law.
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3. Regarding the TA's highest authority designation (General Director, Superinfendent, Federal Administrator), answer the following questions:

3.1. Who appoints the highest authority? Check only one opfion. (A=Legislative Assembly,
Natfional Parliament, Congress of the Republic or the equivalent in your country; T= the
highest authority is appointed by the Treasury Department (or its equivalent); P= the highest
authority is appointed by the President; O=0Others)

A T P 0

Argentina (AFIP) 1/ X
Bolivia (SIN) X
Brazil (RFB) X

Chile (SlI) X
Colombia (DIAN) X
Costa Rica (DGT) X

Dominican Rep. (DGII) X
Ecuador (SRI) X
El Salvador (DGII) X

Guatemala (SAT) X
Honduras (DEl) X
Mexico (SAT) 2/ X
Nicaragua (DGI) X
Panama (DGI) X

Paraguay (SET) X
Peru (SUNAT) X
Uruguay (DGI) X

____________________________________________________________________________|
1/ Approved by Congress.

2/ Ratified by the Senate of the Republic or, in this case, the Permanent Commission of the
Congress.



3.2. Specify the TA's highest authority’s minimum legal designation period. If there is no term, please specify.

Argentina (AFIP)

Bolivia (SIN)

Brazil (RFB)

Chile (SlI)

Colombia (DIAN)
Costa Rica (DGT)
Dominican Rep. (DGII)

Ecuador (SRI)

El Salvador (DGII)

Guatemala (SAT)
Honduras (DEl)
Mexico (SAT)

Nicaragua (DGl)

Panama (DGI)

Paraguay (SET)
Peru (SUNAT) 1/

Uruguay (DGlI)

Mandate duration is four (4) years; can be appointed for successive terms only if the Management
Plan of the past mandate was achieved.

Mandate duration 5 years, with no possibility of consecutive re-election, except after the lapse of at
least one additional period of mandate term.

n.a.
There is no minimum term period for the Director of Intfernal Revenues.

There is no legal minimum duration.

Its discretfion of the Finance Minister.

No term limits. The duration period is a decision of the President of the Republic.

The General Director of the Internal Revenue Service is appointed by the President of the Republic and
its permanence depends on the presidential decision. Though it is an open dismissal position.

The General Director is appointed by the Treasure Minister and there is no term period.
There is no specified minimal term.
There is no term

There is no ferm

There is no specific term, however it can be stated that in case the President of the Republic doesn’t
replace him, the duration can be the same as the government which appointed him.

No formal or legally defined term period.
No established term. The permanence depends on the President’s decision.

No term period. It is undetermined.

It is a position of high political trust. There is no minimal or maximal time period.

____________________________________________________________________________________________________________________________________|
1/ Starting in 2012, the mandate duration is 5 years.




1.2. Competences and functions

4, Indicate your TA's competences. Check the correspondent: [T=Infernal Tax Management; Cl= Customs Incomes
Management and SS= Social Security Scope.

IT Cl $§ OTHERS
Argentina (AFIP) X X X Provincial Tax on Gross Incomes.
Bolivia (SIN) X
Brazil (RFB) X X X  Sub-national taxes charged through SIMPLES.
Chile (SlI) X Municipal tax on real estate.
Colombia (DIAN) X X
Costa Rica (DGT) X
Dominican Rep. (DGII) X Vehicle circulation tax.
Ecuador (SRI) X
El Salvador (DGII) X
Guatemala (SAT) X X Municipal UISI, oil and hydrocarbons tax, fourism tax and departure fax.
Honduras (DEl) X X
Mexico (SAT) X X
Nicaragua (DGl) X FOMAV and otherincomes not related to taxation.
Panama (DG X Collect the social contributions of independent workers.
Paraguay (SET) X
Peru (SUNAT) X X X IPM, tax on pleasure sea craft and rolling fax. Mining Royalties
Uruguay (DGI) X



o> I

5. Indicate your TA's functions in the scope of the competences it practices. Check the correspondent options. For infegrated TAs' cases, in other
words, that they also manage custom fees and/or social security, consider the functions exclusively related to infernal management fees. Where
1= Taxpayer's orientation and assistance; 2= Taxpayer registration; 3a= Administrative collection; 3b coercive collection; 4= Taxation; 5= Information
technology (some or all the following sub functions: Software development, telecommunications and hardware, tfechnical support and Information
Technology security.); 6= Human resources management; 7= Legal advising; 8= Complaints and administrative appeals; 9= Planning; 10= Tax studies
and research; 11= Internal Control; 12= Finances and Administration 13= Cadaster and real estate Registry; 14= Others (describe).

1 2 3A 3B 4 5 b 7 8 9 10 1 12 13 14
Argentina (AFIP) X X X X X X X X X X X X X
Bolivia (SIN) X X X X X X X X X X X X X
Brazil (RFB) X X X X X X X X X X X X
Chile (Sll) X X X X X X X X X X X x X
Colombia (DIAN) X X X X X X X X X X X X X
Costa Rica (DGT) X X X X X X X X X X
Dominican Rep. (DGII) 1/ X X X X X X X X X X X X X
Ecuador (SRI) X X X X X X X X X X X X X
El Salvador (DGII) X X X X X X X X X
Guatemala (SAT) X X X X X X X X X X X X
Honduras (DEl) X X X X X X X X X X X X
Mexico (SAT) X X X X X X X X X X X X X X X
Nicaragua (DGl X X X X X X X X X X X X
Panama (DGI) 2/ X X X X X X X X X X X
Paraguay (SET) X X X X X X X X X X X X
Peru (SUNAT) 3/ X X X X X X X X X X X X X X
Uruguay (DGI) 4/ X X X X X X X X X X X X X

1/ Are considered as other functions: Motor vehicles. There is a norm that compels all the State Institutions to have an Internal
2/ Are considered as other functions: International Taxation and Transfer Pricing, Control Department.
Information Exchange, Support to Human Resources Management and 4/ Are considered as other functions: Reimbursement of indirect taxes in
Administration and Finances. exportations, control of Duti free zones (audits, inspections and in general
3/ The ambit of internal control is actually a posterior control performed by the all types of controls related fo existences, fravels and movement of
Comptroller and not by the SUNAT. The Sunat is entitled to create a unit of products and goods owned by users and exploiters of the public and
Internal Audit which would control the processes and support the Direction. private Duti Free zones).



_—

1.3. Organization

6. What is your T.A. main organizational criterion? In the case of infegrated TAs, that also manages
taxes with custom scope and/or social security; consider the criteria exclusively related to internal
tfax management. Please provide your TA's organization chart with details up to the third level for
the central units (normative) and up to the second level for the operative units.

BY TYPE BY TYPE COMBINATION
OF TAX BY FUNCTION OF TAXPAYER OF THEM LS
Argentina (AFIP) X X By geographical area
Bolivia (SIN) X X
Brazil (RFB) X
Chile (SH) 1/ X X
Colombia (DIAN) X
Costa Rica (DGT) X
Dominican Rep. (DGII) X X
Ecuador (SRI) X
El Salvador (DGI) X
Guatemala (SAT) X
Honduras (DEl) X
Mexico (SAT) X
Nicaragua (DGI) X
Panama (DGI) X
Paraguay (SET) X
Peru (SUNAT) X X
Uruguay (DGI) 2/ X X By geographical area

|
1/ There are 5 types of taxpayers; Large, Middle, Small, Micro and Individuals.

2/ The departmentalization criterion at primary level is of mixed character, applying criteria of functional character (identified
in the departments of collection, Control, Technical fiscal, Administration and Information Techlogy), geographical (in the
Internal Division) and by type of tfaxpayers in the Large Taxpayers Division. Depending on the General Direction there are
Advisor units in taxation, economic and planning matters, management organization and control, one unit in charge of the
intfernal audit of the organization and other for administrative support to the General Direction.
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1.4.

Financing

Indicate the total budget used by your T.A. between 2006 and 2010. If you do not have the requested information for all years, please provide
as much information as possible. In the case of integrated TAs, in other words, that also manages taxes with a custom’s and/or social security
scope; provide the data with the required functional detail. In that case, when it comes to common expenditures (planning, human resources
management, technology, among others), please divide them proportionally among the different functions.

PLEASE REFER TO STATISTICAL ANNEX

Indicate the distribution of the total budget used by your T.A. from the previous question on personal expenditures, current expenses, investments,
and other expenses during the period 2006 - 2010. If you do not have the information for all the years, please provide as much information as
possible. In the case of integrated TAs, that manages taxes with a custom’s and/or social security scope, consider the budget’s distribution
exclusively related with intfernal Tax management.

PLEASE REFER TO STATISTICAL ANNEX

Indicate your TA's financing mechanism during 2006 - 2010. If you do not have the information for all the years, please provide as much
information as possible. In the case of infegrated TAs, that manage taxes with also a custom’s and/or social security scope, consider financing
mechanisms exclusively related with internal fax management.

PLEASE REFER TO STATISTICAL ANNEX




_—

10. If your TA's financing is totally or partially based in tax collection participation, please specify the applicable proportion(s).
Also describe the base composition in which it is applied

Argentina (AFIP)

Bolivia (SIN)

Brazil (RFB)

Chile (SlI)
Colombia (DIAN)
Costa Rica (DGT)

Dominican Rep. (DGII)

Ecuador (SRI)

El Salvador (DGII)
Guatemala (SAT)

Honduras (DEI)
Mexico (SAT)
Nicaragua (DGI)
Panama (DGI)
Paraguay (SET)

Peru (SUNAT)

Uruguay (DGl)

A percentage of the fotal net collection of duties and customs resources established in the Inc. a) of the decree No 1.399/01. the
decree has been updated on the budget law of each fiscal period since the year 2005. .

Financing the T.A. depends mostly from allocations from the National Treasure which comespond up fo a 2% of cash collected during
the previous fiscal period. Presently the percentage doesn't even reach 1%.

Not applied. Mechanism not used.

2% of effective collection, as stated in law 227-06

The share of fax collection managed by the institution was 1.5% until 2008. The pre-assignation was suspended in the year 2009, in
accordance with the publication in the official journal, on October 20, 2008 of the present constitution of Ecuador, which states “Art
298. - Pre-allocation of budgets are established for autonomous decentralized governments, the health sector, the education sector,
higher education sector, research, science, technology and innovation in the terms provided by the law. The comresponding
fransfers will be predictable and automatic. The creation of other or additional budget'’s pre-assigment is strictly prohibited..

The Tax Administration doesn't apply a percentage of financing based on a collection share.

Proceed from commission of 2% of the gross collection, according to the SAT Organic Law, Decree 1-98 of the Congress of the
Republic.

Not based on a share of the tax collection but on a budget assigned by the Finance Secretary.

Not applicable. It is the amount authorized yeary by the MHCP.

The percentages are 1.6% for internal Tax, 1.5% for Custom duties, 0.2% for assigned taxes and 1.4% for social contributions. In all cases
the percentage are on total revenues without deductions or discounts.

The budget is not based on a share of the collection. It is based on the regulations of the national budget.
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1.5. External and internal controls

11.  Regarding the external controls that ensure public institutions’ fransparency, answer Yes or No, to the following questions:

11.1 Is your T.A. under general supervision of the 11.2. Is your T.A. regulated by the supervision
Comptroller, Court of Audits or equivalent of the Legislative Assembly, the National
insfitufion in your country? Parliament, the Congress or an equivalent
| institution in your country?2
YES NO
Argentina (AFIP) 1/ X |
Bolivia (SIN) X YES NO
Brazil (RFB) X Argentina (AFIP) X
Chile (SHl) X Bolivia (SIN) X
Colombia (DIAN) X Brazil (RFB) X
Costa Rica (DGT) X Chile (SlI) X
Dominican Rep. (DGII) X Colombia (DIAN) X
Ecuador (SRI) X Costa Rica (DGT) X
El Salvador (DGII) 2/ X Dominican Rep. (DGI) X
Guatemala (SAT) X Ecuador (SRI) X
Honduras (DEl) 3/ X El Salvador (DGII) 1/ X
Mexico (SAT) X Guatemala (SAT) X
Nicaragua (DGI) X Honduras (DEI) X
Panama (DGI) X Mexico (SAT) X
Paraguay (SET) X Nicaragua (DGI) X
Peru (SUNAT) X Panama (DGI) X
Uruguay (DGI) X Paraguay (SET) X
] Peru (SUNAT) X
1/ National Auditing Commission, depending from the Uruguay (DGI) X
National Executive Power. [T
2/ Superior Court of Auditors (TSC). 1/ Just like the Finance Ministry, a yearly report is
3/ Court of Auditors of the Republic. provided.




11.3. If your T.A. is subjected to additonal external controls, please specify them.

Argentina (AFIP)

Bolivia (SIN)

Brazil (RFB)

Chile (SlI)
Colombia (DIAN)
Costa Rica (DGT)

Dominican Rep. (DGII)

Ecuador (SRI)

El Salvador (DGII)

Guatemala (SAT)
Honduras (DEl)

Mexico (SAT)

Nicaragua (DGl)
Panama (DGI)
Paraguay (SET)
Peru (SUNAT)
Uruguay (DGlI)

There is an external control performed by the General Comptroller, depending
of the legislative branch.

In compliance with article 235 subsection 4 and article 241 paragraph Il of the
New Poalitical Constitution of the State and the National Policy of Transparency
and against comuption approved by the Supreme Decree N° 214 of July 22,
2009, public sessions of audits have been implemented in presence of the
social organizations and the general civil society that exercise a social control
on public management.

In addition fo the organization of the Executive power (CGU) the legislative In
addition o the executive power entities (CGU) the legislative branch (TCU) and
the National Congress, it subject fo control by the Federal Public Prosecutor.

An audit by a private firm must be published by law in addition to the one of
the Public auditor and the General Comptroller of the Dominican Republic.

National Secretary of Public Administration, functions of fransparency and
social control.

The Directorate may instruct the Superinfendent to hire external audit services,
in order to review the annual financial statements and other specific reviews.

The Federal Treasure, as well as the External Auditors are in charge of assessing
the national finances of the institution

External audits, performed by firms under control of the General Compiroller of
the Republic

12.

Does your T.A. have an internal confrol unite

—<
m
o
=
o

Argentina (AFIP)

Bolivia (SIN)

Brazil (RFB)

Chile (SlI)

Colombia (DIAN)

Costa Rica (DGT) 1/

Dominican Rep. (DGlI)

Ecuador (SRI)

El Salvador (DGII) 2/ X

Guatemala (SAT)

Honduras (DEI)

Mexico (SAT) 3/

Nicaragua (DGl)

Panama (DGI) X

Paraguay (SET)

Peru (SUNAT) 4/ X

Uruguay (DGlI) X
|

1/ The General Direction of Taxation doesn't have an
internal control entity, although has an internal control
division.

X X X X X X X X

X X X X

>

2/ The internal Control procedures are required and
performed by the Finance Ministry.

3/ This administrative unit depends functionally of the
Public Service Secretariat, but financed by the SAT.

4/ They provide the guideline to create the Internal
Control System, and the law for it implemetation.
Those norms regulate the compulsory implementation
of the Internal Control System (COSO) in all the State
Institutions,  including SUNAT.  Act 28716/RC320
2006CG.



13. If your answer to the previous question was positive, describe its profile and characteristics.

The infernal control deparfment has more than 200 employees, mainly in charge of performing ex-post audits, without interfering with the line of processes
under examination. It is structured by a functional separation, with specific areas for fax audits, and Projection analisys, customs, finances, Information

Argentina (AFIP) technology and legal sections. In addition it has department in charge of planning and controling the audits. The head of the infernal audit department
is under the General Auditing Office supervision , which is the control entity of the National Executive Branch.

The Internal Audit Staff is managed by the Highest Executive Authority of the National Tax Service (SIN) and has only one specific organizational objective,
which is to “support and empower the institutional management”, at the National, districts and local scopes, through programs and pre-defined plans,

Bolivia (SIN) and strict obedience to the rules and laws in practice. To achieve the goals, the Internal Audit’s staff has fo comply with the following functions: To examine
the reliability of the SIN financial stafements and registries, to perform a SAYCO audit (Central Personal administration system), fifteen (15) special audits,
eight (8) recommendation fo follow-up and performing un-programmed audits upon request of the MAE (Highest Executive Authority)

a) Internal Affairs Coordination (General Audiit Entity): has the legal power to overview, coordinate and promote ethics and prevent imegular conducts by
Brazil (RFB) RFB officers.

b) General Coordination of Internal Audit: has the legal power to propose policies and guidelines for RFB preventive and comective actions, in line with the

management model, with permanent improvement of services offered to citizens and to the law.

Its functions are:

1. Overview of compliance of the administrative regulation and internal tax legislation guidelines by the public officers

2. To substantiate the disciplinary processes decreeted by the competent authority;

3. To propose to the Director policies and programs to preserve the ethics and administrative probity during the exercise of functions; and

4. Tointervene in the designation of directors or chief executives of the National Directorate and Regional Directorate, directly or via dependent auditors.

Chile (SIl)

The Internal Control unit contributes to the optimization of the management and compliance of the institutional mission, policies and objectives, advising

Colombia (DIAN) the whole organization regarding continuous improvement of Quality Management Processes and Internal Control of the DIAN through independent and
objectives evaluations generatfing pertinent recommendations; and fending fo develop at all levels the exercise of internal confrol as a tool of
management for all employees, more particulary those of Public Management.

Costa Rica (DGT) n.a.

a) Internal Financial Audit Department: In charge of supervising the controls of Financial Management and to ensure compliance with the Purchase and
Dominican Rep. (DGII) Contracting Law

b) Internal Control Unit: In charge of monitoring the tax operative procedures

The internal control is basically coordinated by the National Planning Direction. The required control actions are assigned for the execution of its diverse

Ecuador (SRI) functional units, according to the department and the control modalities that must be implemented and according to the circumstances of each areq,
defined from the Functional Organic Rule.

El Salvador (DGII) 1/



The infernal Audit department is in charge of evaluating, reviewing and supervising the financial, administrative and internal control systems, as well as

Guatemala (SAT) . B ) -
investigating and confroling the administrative management of the SAT officers.

The T.A. have a control office that work base on the Organic Law of the Court of Audits (TSC). This Internal Audit Unit elaborates an annual plan centred on

Honduras (DEI) the Strategic Plan of the Institution, which is structured according to the level of risk. Also within the executive branch is the National Office of Integral

development of Internal Control (ONADICI), in charge of supervising guidelines in all unifs of infernal audiits of the executive branch. As indicated by the

topic question, it is oriented more to the internal control matter than to those oriented to taxpayers.

Profile: Administrative Authority which quadlifies, enforces and follows up sanctions to public servants as well as receiving and dealing with complains and
denunciations, as well as monitoring the infernal control system and the use of the public resources.

Mexico (SAT) Characteristics: Administrative unit belonging fo the Public Offices Secretariat, which support the Tax Administration Service (CIAT) for the compliance of its
goals, programs and objectives with respect to the legal dispositions, through a culture of risk management, process improvement, fransparency and fight
against corruption.

In performing the Internal Audit there are two important factors, the logistic support of the highest institutional authority and the guidelines of the General
Comptroller. The unit of Internal Audiit is part of the organic structure of the T.A. and develops its activities under supervision of the General Comptroller of

Nicaragua (DGl
9 ( ) the Republic, which takes place a posteriori.

Panama (DGI)

The Internal Control Deparfment depends structurally on the Taxation Vice Ministry staff and is constitued by a professional multi-disciplinary group. It is the
entity in charge of monitoring, supervising and evaluating the existing controls in an independent way, determining if they are adequate and suggesting
modifications to improve it.

Likewise, applies the verification mechanisms and perform evaluations of plans, programs, activities and goals determined by the T.A., in order to ensure
that its operations and actions, as well as the management of information and resources, could be in compliance with legal regulations and the policies
in practice and goals stablished, in conformity with criteria of transparency, morality and maximum efficiency.

Paraguay (SET)

The Institutional Control Entity is in charge of ensuring the comect management of institutional resources and the accuracy of its financial information,
through the Ex-post control of accounting, financial and administrative management, as well as verifying the compliance with regulation, procedures and

Peru (SUNAT) techniques of the institution. If the Internal control unit's director is appointed by the Comptroller, the whole entity is controlled and supervised by the
institution.
Uruguay (DGI) n.a.

1/ The Internal Audit Unit of the Finance Ministry is in charge of monitoring compliance of all areas of the Finance Ministry, determining if the policies, rules and procedures applied by the various
units of the Ministry are obeying the laws and regulations , as well as o implement, monitor and keep updated the Quality Management and Security Information System
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14.

In case where there is an intfernal confrol unit,
is it represented in the Directional Committee

or similar in your T.A.2
|

YES NO
Argentina (AFIP) X
Bolivia (SIN) X
Brazil (RFB) n.a. n.a.
Chile (SlI) X
Colombia (DIAN) X
Costa Rica (DGT) X
Dominican Rep. (DGII) X
Ecuador (SRI) X
El Salvador (DGII)
Guatemala (SAT) X
Honduras (DEl) X
Mexico (SAT) 1/ X
Nicaragua (DGCI) X
Panama (DGI)
Paraguay (SET) X
Peru (SUNAT) 2/ X
Uruguay (DGI) X

|

1/ Regarding question 16. In terms of article 12 of the Tax
Administration Service Law, the SAT control entity will
be allowed to attend the sessions of the Governing
Board with voice, but without vote.

2/ Presently not forming part of the board of direction
but in 2012 it will be represented.

In case your T.A. has an internal control unif,
does it also have specific management
indicators for ite

YES NO
Argentina (AFIP) X
Bolivia (SIN) X
Brazil (RFB) X
Chile (Sl1) X
Colombia (DIAN) X
Costa Rica (DGT) X
Dominican Rep. (DGII) X
Ecuador (SRI) X
El Salvador (DGII)
Guatemala (SAT) 1/ X
Honduras (DE) X
Mexico (SAT) X
Nicaragua (DGl) X
Panama (DGI)
Paraguay (SET) X
Peru (SUNAT) X
Uruguay (DGI) X

|
1/ Provisional.




16. In case there is an internal conftrol unit, indicate its control measures. Where RMA= Risk 17. Indicate if your T.A. has an Ethic Code for its
Management Analysis; SAUIS= Security in the Access and use of information systems; employees.
ASITS= Audit of systems and Information technology security; IBDR= Irregular behaviors and |
disciplinary regime and CVEI= Corporate Values and institutional ethics. YES NO
Argentina (AFIP) X
Bolivia (SIN) X
I —— .
RMA  SAUSI  ASITS  IBDR CVEI OTHERS. PLEASE DESCRIBE Brazl (RFB) .
' ' Chile (Sll) X
Argentina (AFIP) X X X X X Finoncicl_ Operational 'Audits, tax ou_di’rs, Colombia (DIAN) X
= forescasting, customs duties and legal audits Costa Rica (DGT) 1/ X
BOI'Y'O (SIN) X X Dominican Rep. (DGII) X
Bro.zn (RFB) X Ecuador (SRI) X
Chile (S”.) X X X X X Preventive control El Salvador (DGII) 2/ X
Colombllo (DIAN) X X X X Guatemala (SAT) X
Costg .RICO (DGT) X X Honduras (DEI) X
Dominican Rep. (DGII) X X X X X . ' ' Mexico (SAT) X
Actions of preservation and protection of the .
organization principles. To keep a control Nicaragua (DGl) X
management system, which facilitate the Panama (DGI) X
measurement of the degree of compliance
Ecuador (SR) X X X X X with objectives and insfitutional goals that Paraguay (SET) X
facilitate the measurement of targets and Peru (SUNAT) 3/ X
institutional goals
Criterions  fo control management and Uruguay (DGI) X
meosu(e the Complionce with institutional and ]
operative goals 1/ An Ethic code draft is currently being prepared, but
El Salvador (DGII) not officially approved yet.
Guatemala (SAT) X X X 2/ The Government Ethic Code is in practice for all
public officers.
Honduras (DEI) X : )
; Preventive focus and action to enforce internal 3/ Itis port of the Infermnal Work Regulafion.
Mexico (SAT) X X X X X confrol
Nicaragua (DGI) X X X X
Panama (DGl)
Paraguay (SET) X X

Security in Access and use of the information
systems and investigation of iregular behaviors
and disciplinary routine are performed by the
INSTITUTIONAL CONTROL OFFICE (appointed by

Peru (SUNAT) X X X X X the Comptroller). Other control modalities are
performed by an INTERNAL control entity which
is in phase of being implemented (COSO)

Uruguay (DGI) X X X
|




If your answer to the previous question was positive, describe how the implementation of the Ethics Code is controlled.

Argentina (AFIP)

Bolivia (SIN)
Brazil (RFB)
Chile (SlI)

Colombia (DIAN)

Costa Rica (DGT)

Dominican Rep. (DCII)

Ecuador (SRI)

El Salvador (DCII)
Guatemala (SAT)

Honduras (DEI)

Mexico (SAT)

Nicaragua (DGI)
Panama (DGl)

Paraguay (SET)

Peru (SUNAT)

Uruguay (DGI)

Controlled and apply while performing the audits, not in a specific project. If cases of non-compliance are detected they are reported to the comrespondent department for
application of the disciplinary routine.

Through follow-up and disciplinary processes when the ethical institutional standard is affected.

Through a Quality Audit, performed once a year.
Evaluation of Ethical Management, performed every five (5) years.
These two instruments are handled by the Human Resource Process.

In case of reports to supervisor, from external entities, from taxpayers requesting the review of any process that they presumed not well managed by the agent, there is aninternal
control audit and according fo the result the cormresponding measures are applied, established by the law of Public Office, and in the internal policies

Through the virtual platform of the Internal Revenue Service (IRS), a mandatory course is taken by all officers and employees, so that everyone knows and understands the
content and scope of the "Code of ethics of the employees and officers of Internal Revenue Service (IRS) issued by Resolution No. NAC-DGER2007-1350 on December 29, 2007.
Additionally, Arficle 36, the Code states the creation of the Ethics Committee of the Internal Revenue Service and Article 37 details its powers as follows:

a) Torecommend the establishment of policies administrative and organizational measures to ensure compliance with the Code of Ethics.

b) Submit proposals fo update the Code of Ethics.

c) Guide to the servers on fopics related to this standard.

d) To advise and recommend supervision guidelines for the implementation of sanctions for violation of the Code of Ethics.

e) To monitor the administrative proceedings to ensure compliance with due process, keeping total anonimate about the issuer of the complaint, if applicable.
f) Watch for the faithful compliance with the policies and recommendations of the institution.

Through the Ethics and Integrity Committee created by Superinfendence Resolution # 210-2

By publishing and distributing it. In addition we use as tools the code of ethical behavior approved by decree N°3143% and the code of ethical conduct of the public officers in
the official journal N°3143% and the ethic code of the public officers and customs tax officers.

The SAT Code of Conduct isimplemented by informing each public officer joining the institution that evaluations are performed and that its rules are mandatory, similarly, through
fraining courses and electronics media, all the employees are informed of the values of the instifution.

Through the Human Resources Division

Random control on the processes performed by the officers of the entity, are performed, in addition to observing the compliance with the rules related to these processes and
those included in the Code of ethics .

The work code of Sunat states in article 38, section a) the obligation for the worker to comply with the requirements of the code and other legal requirements, including those
arising from the labor relation. Similarly, the section m) of the same article sets the obligation to refrain from actions that can affect the image of SUNAT and the ethics of our action
in agreement with the regulation in force.

The Code has been published on the Website and Infranet, implementing a process of diffusion and internalization, through lectures, workshops and courses.

Basically, control of compliance is performed through processing the complaints presented to the Internal Audit Unit. Other ways of control are performed also when adopting
resolutions against applications for exemption under curment regulations, reporting and controlling the affidavits of non-incompatibility in the two years preceding the date of entry
info force of Decree about incompatibilities and full-time dedication or during the two years preceding the date of joining the T.A.
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19.  Give information about the number of public servants penalized
in the administrative or penal scope due to the reasons described
next, in the last five (5) years.

PLEASE REFFER TO STATISTICAL ANNEX
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2. HUMAN RESOURCES

2.1. Staffing and allocation

20. Provide statistical information on the total personnel recruitment’s evolution during the period 2006 - 2010, stratified by permanent personnel, personnel
under contracts that can be freely removed, and other contract situations. If you do not have the requested information for all years, please provide
as much information as you can. In the case of infegrated TAs, which also manage Customs or social Security taxes, consider financing mechanisms
exclusively related with Internal Tax. In this case, when it comes to personnel that serves different areas (planning, human resources management,
tfechnology, among others), please include the share that proportionally corresponds fo T.A. 's internal fax management

PLEASE REFFER TO STATISTICAL ANNEX

21. Indicate personnel’s distribution among central areas (normative areas) and operational areas during 2010 or the year with most recent data. In
the case of integrated T.As (i.e. which also manage Customs duties or social Security taxes), consider personnel exclusively related with internal tax
management. In this case, when it comes fo personnel that work in different areas (planning, human resources management, technology, among
others), please include the part that proportionally corresponds to infernal tax management only.

PLEASE REFFER TO STATISTICAL ANNEX

22. Present statistics on personnel assignation among the different functions developed by the T.A. for exclusively managing internal taxes. Consider
as analysis period the year 2010 or the year with most recent data. If there are employees, that based on their work-load collaborate with different
functional areas, please make a reasonable estimate and justify it in percentages of each area in which they collaborate. Example: if in one office
5 people work on informing taxpayers and managing the Registry you should estimate (approximately) how much time they dedicate to each task.
Therefore, if they estimate 60% of their time they work on managing the Registry and 40% on informing they would assign 2 people for Information and
3 for Registry.

PLEASE REFFER TO STATISTICAL ANNEX

23. Specifically for matters of internal taxation control, indicate assigned human resources to that particular function by type of the control activity, in the
year 2010 or the year with most recent data.

PLEASE REFFER TO STATISTICAL ANNEX
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24. We would like to know about your T.As’ employees educational background in the year 2010 or the year with most recent data. In the case of
infegrated T.As, (i.e. which also manage Customs duties or Social Security taxes), consider personnel exclusively related with internal tax management.
In this case, when it comes to personnel working or collaborationg to different areas (planning, human resources management, technology, among
others), please include the part that proportionally corresponds to internal tax management only.

PLEASE REFFER TO STATISTICAL ANNEX

25.  Present statistics on personnel age distribution in the year 2010 or the year with most recent data. In the case of integrated T.As (i.e. which also manage
Customs duties or Social Security taxes), consider personnel exclusively related with internal tax management. In this case, when it comes to personnel
working or collaborationg to different areas (planning, human resources management, technology, among others), please include the part that
proporfionally corresponds to infernal tax management only.

PLEASE REFFER TO STATISTICAL ANNEX

26. Present statistics on personnel’s seniority and permanence in the organization in the year 2010 or in the year with most recent data. In the case of
integrated TAs, (i.e. which also manage Customs duties or Social Security taxes), consider personnel exclusively related with internal tfax management.
In this case, when it comes to personnel working or collaborationg to different areas (planning, human resources management, technology, among
others), please include the part that proportionally corresponds to infernal tax management only.
PLEASE REFFER TO STATISTICAL ANNEX

27. Present statistics on personnel’s gender in your organization in the year 2010 or in the year with most recent data. In the case of integrated T.As (i.e.
which also manage Customs duties or Social Security taxes), consider personnel exclusively related with infernal tax management. In this case, when
it comes to personnel working or collaborationg to different areas (planning, human resources management, fechnology, among others), please

include the part that proportionally corresponds to internal tax management only.

PLEASE REFFER TO STATISTICAL ANNEX



2.2 Selection and incorporation
28. On the different selection systems and personnel incorporation that exist in your T.A., check the
options that correspond.

Pi?s\lArm T EXTERNAL OTHERS. PLEASE EXPLAIN.
e oM
OFFICERS)
Argentina (AFIP) X Contracts with relation of subordination.
Bolivia (SIN) X X
Brazil (RFB) X
Chile (SlI) 1/ X X
Colombia (DIAN) X X
Costa Rica (DGT) X X
Dominican Rep. (DGII) X X
Ecuador (SRI) X X ll:;(t)enr—_ 122:#2%%%|ng;ng$”;0€?Ti(s]s;%rgimed position
El Salvador (DGII) X X
Guatemala (SAT) X X
Honduras (DEI) X X
Mexico (SAT) 2/ X X
Nicaragua (DGl) X
Panama (DGI) X X
Paraguay (SET) X X
Conftracts with modalities, part time contracts
Peru (SUNAT) X X and administrative services contracts.
Uruguay (DGI) X Temporary contracts. Scholarships. Internships.

|
1/ Positions are initially by contracts, before becoming permanent employee.

2/ Employees have a permanent contract but it can be terminated at any time.




29. On the requirements and/or tests that people who want to work for the T.A. need to pass, check the options that correspond. AAT (Adequate
academic fitle according to the jobs descriptions), PSLT ( To pass skill testing about legal, tax economic issues, efc..), PPT (to pass psychometric tests),
Pl (personal interviews), SCTC (to pass selective courses at T.A. fraining center), and others

AAT PSLT PPT Pl o[ OTHERS (PLEASE EXPLAIN)
Argentina (AFIP) X X X X Psycho-physical aptitude test
Bolivia (SIN) X X X X Compliance with MAE (Highest executive authority) or on department unit
request for non permanent contracts
Brazil (RFB) X X X
Chile (SlI) 1/ X X X X X Psychological test
Colombia (DIAN) X X X X
Costa Rica (DGT) X X X To pass tests by the General Direction of Civil Service
Dominican Rep. (DGII) X X X X
Ecuador (SRI) X X X X X
El Salvador (DGII) X X X X
Guatemala (SAT) X X X X Test of reliability and trustworthiness
Honduras (DEI) X X X
Mexico (SAT) X X X X
Nicaragua (DGI) X X
Panama (DGI) 2/ X X
Paraguay (SET) X X X X Curriculum evaluation (compliance with requirements for the position)
Peru (SUNAT) 3/ X X X X X
Uruguay (DGI) X X X X

|
1/ The requirement to pass selective tests in the T.A. training center are applied to tax controllers.

2/ We are coordinating with the Human Resources Institutional Office of the MEF so the personnel entering the DGl fulfill, at least, the minimum academic profile for
the position and also to pass an interview with the Department Director, who will indicate if he is fit for the position.

3/ The prerequisite to pass selective training courses at the T.A. training center, are applicable according to the considered position.
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2.3 Training
31. Isthere a Training Unit in your T.A.2

30. Onthe calling for testing for selection of the TA's personnel , check the |
options that correspond. YES NO
Argentina (AFIP) 1/ X
| Bolivia (SIN) 2/ X
THEY INTEGRATED TO Brazil (RFB) X
THE GENERAL OTHERS. Chile (Sll) X
THEY ARE SPECIFIC
FORTHETA. CA“”;UG:“FSR All EPfoA;flEN Colombia (DIAN] X
ADMINISTRATION Cosfa Rica (DGT) X
Dominican Rep. (DGlI) X
Argentina (AFIP) X Ecuador (SRI) X
Bolivia (SIN) 1/ X El Salvador (DGII) X
Brazil (RFB) X Guatemala (SAT) X
Chile (SlI) X Honduras (DEI) X
Colombia (DIAN) X X Mexico (SAT) X
Costa Rica (DGT) X Nicaragua (DGl) X
Dominican Rep. (DGII) X Panama (DGI) X
Ecuador (SRI) 2/ X Paraguay (SET) X
El Salvador (DGII) X Peru (SUNAT) 3/ X
Guatemala (SAT) X Uruguay (DGI) X
Honduras (DEl) X X |
Mexico (SAT) X 1/ The fraining service is provided by the Training Directorate, which also has functional
supervision over 27 tfraining centers operating within the country. In cases where
Nicaragua (DGI) X tfraining on specific matters can not be performed internally, external experts

previously selected are called to provide officers with general and / or specific
Panama (DGI) 3/ training that will expand their views on regulations, procedures and best practices

Paraguay (SET) X compared to other tax administrations, agencies, etc.
Peru (SUNAT) X 2/ The National Human Resources Management, through the National Procurement,
Uruguay (DGI) X Evaluation and Training Department, manages training under the Basic Standards of
Personnel Management in Chap. V, Subsystem of Productive training and Status of
I Civil Servants law 2027 and so the National Tax Service seeks to implement an annual
1/ Hiring the personnel of the institution by public announcement, subjected to the Institutional Training Plan (PACI), in acordance with the mission, vision and corporate
Public Employment Law (Regulation established for public institutions) goals, fraining programs, to help develop an efficient and effective public

management, with competent and committed public servants through the
improvement of job skills. Also, training in the National Tax Service is usually done via
3/ The choosing process takes place in the Human Resources Office of the Finance internal facilitators (agency officials, experts on fax issues), international organizations

Ministry, not at the DGI and sporadically through external facilitators or entities that offer training in tax
matters, since in Bolivia there is no specialized center on tax matters.

2/ Modified to fulfil the requirements of the job profile.

3/ The fraining which is not specific from the T.A. is done by companies, consultants,
teachers etc. The personnelis also sent to private courses associated to their functions,
such as leadership skills for directors.




32.

If there is a Training Unit in the T.A., indicate who is managing it, check
the option that corresponds. HEA (Highest executive authority), STO
(second or third organizational level), AC (It's an autonomous center)
and others.

|
HEA ST0 AC OTHER.

Argentina (AFIP)
Bolivia (SIN)

Brazil (RFB) 1/

Chile (SlI)

Colombia (DIAN)
Costa Rica (DGT)
Dominican Rep. (DGII)
Ecuador (SRI)

El Salvador (DGII)
Guatemala (SAT)
Honduras (DEl)
Mexico (SAT)
Nicaragua (DGI)
Panama (DGI)
Paraguay (SET) X
Peru (SUNAT) X
Uruguay (DGI) X

> X X X X X

>

X X X X

|

1/ In the organizational structure of the RFB there is a sub-secretary of Corporate
Management, which is controlled and managed by the General coordination of the
Finance ministry, which owns a School of Treasury Management — ESAF. RFB training is
provided through cooperation between RFB and ESAF.
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33. If there is no Training Unit in the T.A., indicate if the
fraining is outsourced.

|
YES NO
Argentina (AFIP)
Bolivia (SIN)
Brazil (RFB)
Chile (SlI)
Colombia (DIAN)
Costa Rica (DGT) X
Dominican Rep. (DGII)
Ecuador (SRI)
El Salvador (DGII) 1/ X
Guatemala (SAT)
Honduras (DEl)
Mexico (SAT)
Nicaragua (DGl)
Panama (DGI) X
Paraguay (SET)
Peru (SUNAT)
Uruguay (DGI)

|
1/ The Finance Ministry is in charge of it.




34. If there is a Training Unit in the T.A., indicate the total hours that
workers assigned to internal tax management were trained during
the year 2010 or in the year with most recent.

Argentina (AFIP) Year 2010: 470,515 hours - 21.44 hours per employee
o The total fraining time for personnel in fax management
Bolivia (SIN) during 2012 was 42,299 hours
. Year 2010: 972,093 hours of learning with 4,380 trainin
Brazil (RFB) activities . .

The total instructional time in the year 2012 was 186,729

Chile (St) hours, involving the different levels of personnel (directors,
professional, technical, administrative and auxiliary)
Colombia (DIAN) Year 2010: 1,895 hours

Costa Rica (DGT)
. Year 2010: 64,837 hours, coresponding to 25 hours in
Dominican Rep. (DGIl)  average per employee, representing 5.2% of the time
worked per year.

E r (SRI Atotal of 74,861 hours of fraining was tfaught in 2010 fo the
cuador (SRi) public officers and employees of the SRI

El Salvador (DGII)

In 2010 were provided 7,446 training hours to the
personnel of internal tax management. The grand total
Guatemala (SAT) was 12,756 hours of fraining.

Honduras (DEI) Year 2010: 1,578 instructional hours

In 2010 an average of 108 hours of fraining accumulated
per person (9 hours average per month), way more than
Mexico (SAT) the 40 hours minimum per year established by the Public
Office Secretary for the Public sector of Mexico and
represent a total of 3,722,536 SAT instructional hours.

Average of 4-hours seminars were provided to 1,600
Nicaragua (DGI) public officers, resulting in 400 hours of yearly fraining per
officer. Data comesponding to year 2010.

Panama (DCI)

2,000 instructional hours were provided. An instructional
Paraguay (SET) hour is a 40 minutes period. Data comresponding to year
2010..

211,528 instructional hours in 2010 for employees in charge

Peru (SUNAT) of the internal taxation.

Uruguay (DG In 2010 a total of 21,929 instructional hours were provided.
| —

35.

If there is a Training Unit in the T.A., indicate the total number of public
servants assigned fo Internal Tax management, that were taught during
2010 orin the year with most recent data. Add all participants in each and
every single of the organized courses, even if the same public servants
have attended to more than one course.
I ——

Argentina (AFIP) Year 2010: 53,238 participants.

Bolivia (SIN) The number of participants in all events organized in the 2010
management was 1,637.

Brazil (RFB) Year 2010: 71,635 participants.

The total of participants in the year 2010 was 11,923 workers,

Chile (Sl1) involving the different levels of personnel (directors, professio-
nal, and control agents, technical, administrative and
auxiliary agents).

Colombia (DIAN) Year 2010: 2,049 agents participants

Costa Rica (DGT)

Dominican Rep. (DGII) = Year2010: 1,507 employees
Ecuador (SRI) In the year 2010, the number of trained agents was 2,700.

El Salvador (DGII)
During 2010, 4,389 attendances fo fraining were registered

Guatemala (SAT) forinternal revenue agents. The institutional general total was
7,990 attendances.
Honduras (DEI) Year 2010: 2,516 participants

During 2010 the goal was to train 31,500 (90%) public agents,
and af the years ‘end, 34,408 agents of the SAT had received
fraining(96%) . and those directly related to internal tax were
21,970, including personnel from General Collection Adminis-
fration (AGR), Legal ( AGJ), Federal Tax Audit (AGAFF), Large
Taxpayers(AGGC) and Taxpayer service (AGSC).

The SAT personnel frained participated in 7 fraining activities
in average, which was equivalent fo 249,887 actions in 2010.

Specifically the personnel relate with internal taxes registered
to AGR, AGJ; AGAFF; AGGC and AGSC participated to an
average of 9 tfraining activities, for a specific total of 210,966
formative activities.

Mexico (SAT)

. The participants to all courses were 1,600 agents. Data
Nicaragua (DGl) corresponding to year 2010.

Panama (DGI)

Paraguay (SET) 799 attendances fo class. Data from the year 2010

7967 participants from internal revenues in the courses
Peru (SUNAT) organized in 2010
Uruguay (DGI) In the year 2010 the total of participants was 3,365



36. Ifthereis a specific Training Unit in the T.A., indicate the budget in local 2.4. Public Administration career
currency and in millions dedicated to training public servants assigned 38. Is there a public administration career path defined in your T.A. that is
to Internal Tax management during the year 2010 or in the year with well-known by all your personnel?
most recent data. |
YES NO
PLEASE REFFER TO STATISTICAL ANNEX Argentina (AFIP) X
Bolivia (SIN) X
Brazil (RFB) X
. . . . . : Chile (sl X
37. If there is a Training Unit in the T.A., indicate the different methods in Colombia (DIAN) 1/ X
which the training is provided to public servants assigned to Infernal Tax Costa Rica (DGT) X
management. Dominican Rep. (DGII) X
I —— Ecuador (SRI) 2/ X
ONSSIE ¢ e arniNG OTHERS. PLEASE EXPLAIN Eelesei>el) X
TRAINING Guatemala (SAT) 3/ X
Argentina (AFIP) X X Blended- learning Honduras (DEI) X
Bolivia (SIN) X X Mexico (SAT) X
Brazil (RFB) X X Nicaragua (DGl) X
Chile (Sll) X X Self-study guides Panama (DGI) X
or tutoring. Paraguay (SET) X
Colombia (DIAN) X X Video conferences Peru (SUNAT) 4/ X
Costa Rica (DGT) Uruguay (DGI) X
Dominican Rep. (DGII) X X Semi-attendance
Ecuador (SRI) X X 1/ The Specific public administration career system adopted

by the DIAN by Decree 765 of 2005 is framed legally within
El Salvador (DGII) the common civil public servants career system in the
country. Therefore, in the matter of managing the public

Guatemala (SAT) X administration career , and particularly in the hiring and
Honduras (DEl) X promotion aspect, it also apply the general rules as Act 909

. of 2004, which also obeys the provisions for public jobs in
Mexico (SAT) X X the Colombian political Constitution. This, according to
Nicaragua (DGl) X Decree C 073/06. The administration and monitoring of
p DGI specific systems corresponds to the CNSC (National Civil

anama ( ) Service Commission).
Paraguay (SET) X 2/ Due to the legal code governing public servants of
Peru (SUNAT) X X On site (attendance) Ecuador (LOSEP) it is not possible to establish a public
and distance learning administration career path.
Uruguay (DGI) X X 3/ It is contain in the Employment Law (Agreement No.
| 2-2008).

4/ Although there is no public administration career, a project
on the matter is under consideration for next year.




39. |If there is a public administration career path, indicate the different criteria to define it. S (Seniority), SC (Successfully completing courses that qualify
for a higher category), GPT (General participation in fraining activities), QW (Quality of performed work), PE (Performance evaluation) and others.

$ SC GPT Qw PE OTHERS. PLEASE EXPLAIN.

Argentina (AFIP) X X X X Professional graduation
Hiring the personnel of the institution by public announcement,

Bolivia (SIN) subjected to the Public Employment Law (Regulation established for
public institutions)

Brazil (RFB) X X

Chile (Sll) 1/ X X X X X Work experience and certified expertise
Open assessment of professional merits (Colombian political o

Colombia (DIAN) 2/ o oG s e o (B e e A (T
article 130)

Costa Rica (DGT) X X Academic requirements

Dominican Rep. (DGII) X X X X Evaluation of competencies

Ecuador (SRI)

El Salvador (DGII)

Guatemala (SAT) X X X X Passing fechnical tests

Honduras (DEl)

Mexico (SAT)

Nicaragua (DGl)

Panama (DGI)

Paraguay (SET)

Peru (SUNAT)

Uruguay (DGI) X X X X External Academic Studies

_________________________________________________________________________________________________________________________________________|
1/ Regarding seniority, in case of promotion on the assistant and clerical levels, it is considered as a second factor of evaluation in case of tie after the job performance
evaluation. The quality of Work criterion is considered as a factor within the performance evaluation.

2/ In Colombia, promotions in the public administration career is based on open assessment of professional merits, which make possible to all the citizens complying
with the requisites to participate in equal conditions.



40. Ifthereis apublic administration career path, indicate if workers of 2.5. Payments
the T.A.’s lower level (clerical support) or intermediate (technical 41. Regarding your T.A. salary scales comparison to the average Public
level) can get access fo professional level, after validating the Administration, indicate the correspondent opftion. Take into account
required professional degree and a good level of professional a Junior Auditor benefits' package (remuneration, health insurance,
performance. bonuses, benefits in kind, etc.) on a yearly basis. (VI = Very Inferior
=, —Average difference above 40%-; |= Inferior — Average difference
YES NO between 20% and 40%—; SI = somehow inferior —Average difference
Argentina (AFIP) X up to 20%—; S = Similar —-Difference under 10% or 15%—; SUP = Superior
Bolivia (SIN) X —-Average difference between 15% and 40%—; VS = Very Superiors —
Brazi (RFB) 1/ . Average difference above 40%-).
Chile (Sll) X
Colombia (DIAN) 2/ X
Costa Rica (DGT) X
Dominican Rep. (DGII) X
Ecuador (SRI) Vi [ sl S SUP V$
El Salvador (DGII) Argentina (AFIP) X
Guatemala (SAT) X Bolivia (SIN) n.a.
Honduras (DEl) Brazil (RFB) X
Mexico (SAT) Chile (SlI) X
Nicaragua (DGI) Colombia (DIAN) X
Panama (DGI) Costa Rica (DGT) X
Paraguay (SET) Dominican Rep. (DGII) X
Peru (SUNAT) Ecuador (SRI) X
Uruguay (DGI) X El Salvador (DGII) X
| Guatemala (SAT) X
1/ Through public employment assesment. Honduras (DEI) X
2/ It has to be an open assessment of professional merits. Mexico (SAT) X
Nicaragua (DGl) X
Panama (DGlI) X
Paraguay (SET) X
Peru (SUNAT) X
Uruguay (DGI) X




42.

Regarding your T.A. salary scales comparison to the private sector,
indicate the correspondent option. Take into account a junior auditor
benefits’ package health
benefits in kind, efc.) on a yearly basis. (VI = Very Inferior —Average

(compensation, insurance, bonuses,

difference above 40%—; |= Inferior — Average difference between 20%
and 40%—; SI = somehow inferior —Average difference up to 20%—; S
= Similar -Difference under 10% or 15%—; SUP = Superior —Average
difference between 15% and 40%—; VS = Very Superiors — Average
difference above 40%-).

|
Vi | Sl $ SUP V§

Argentina (AFIP) X
Bolivia (SIN) n.a.

Brazil (RFB) X

Chile (SlI)
Colombia (DIAN) X
Costa Rica (DGT) X

Dominican Rep. (DGII) X
Ecuador (SRI) X
El Salvador (DGII) 1/ X

Guatemala (SAT) X
Honduras (DEl) X
Mexico (SAT) 2/
Nicaragua (DGl) X
Panama (DGI) X

Paraguay (SET) X

Peru (SUNAT) X

Uruguay (DGI) X

1/ Compared with the private sector, auditors' salary scales and benefits are lower in
the TA.

pas

>

2/ Compared with financial sector, salary scales of SAT auditors were calculated taking
into account the position of auditor in NAFINSA (htpp :/ / www.nafin.com / portalnf /
content / home.html).

43.

Regarding yourT.A. salary scales comparison to outstanding institutions
in the Public Sector (Central Bank, Comptroller, etc.), indicate the
correspondent opfion. Take info account a Junior Auditor benefits’
package (compensation, health insurance, bonuses, benefits in
kind, etc.) on a yearly basis. (VI = Very Inferior —Average difference
above 40%-; |= Inferior — Average difference between 20% and 40%-;
SI = somehow inferior —Average difference up to 20%—; S = Similar
—Difference under 10% or 15%—; SUP = Superior —Average difference
between 15% and 40%—; VS = Very Superiors — Average difference
above 40%-).

|
Vi I Sl § SUP V§

Argentina (AFIP) X
Bolivia (SIN) n.a.
Brazil (RFB) X
Chile (SlI) X
Colombia (DIAN) X

Costa Rica (DGT) X
Dominican Rep. (DGII) X
Ecuador (SRI) X

El Salvador (DGII) 1/ X

Guatemala (SAT) X

Honduras (DEl) 2/ X
Mexico (SAT) X
Nicaragua (DGl) X
Panama (DGI) X

Paraguay (SET) X

Peru (SUNAT) X

Uruguay (DGI) X
|
1/ Earned benefits by officials of the Central Bank of Reserve of the Republic are much
higher. For example, they receive 14 bonus salaries per year, plus one extra Christmas

bonus of full monthly salary.

2/ Average salaries in DEI: L 12,966.04 per month. Average salaries of the Central Bank
of Honduras: L 17,511.07 per month.



44,

If there is a substantial salary scales difference for some group of workers, please provide

more Information about it.

Argentina (AFIP)
Bolivia (SIN)

Brazil (RFB)

Chile (SlI)
Colombia (DIAN)
Costa Rica (DGT)

Dominican Rep. (DGII)

Ecuador (SRI)

El Salvador (DCII)

Guatemala (SAT)

Honduras (DEI)
Mexico (SAT)
Nicaragua (DGI)

Panama (DGI)

Paraguay (SET)

Peru (SUNAT)

Uruguay (DGI)

There are no differences concerning the salary received by our employees; they are all
based on the same pay scales. Some type of compensations are applied to the
sub-directors, managers, local administrators and Heads of Departments levels.

The SRI is subject to the pay scale approved by the Ministry of Labor Relations in its
Resolution No. SENRES - 2009-000020 of February 4, 2009 and Resolution No. MRL-FI -
2009-000030 of Oct. 22, 2009, the same is 20 grades

There are internal salary differences among different departments. For instance a
normative agent has an average higher salary than an operative sector professional.

There is no pay scales policy. However in 2010 the salary of auditors was made equivalent
to other entities and/or companies. However, it produced an important salary difference
with the rest of the personnel, which received low salaries; lower than the responsibilities of
the positions.

At the SUNAT there are remuneration ranges established through regulations, by “salary
categories” applied to upper level managent as well as lower level of clerical support
hence it is causing significant salary differences.



45. Indicate the form of remunerations that your T.A's employees receive. F (Fixed according fo the function and the
professional level), VAIP (Variable according to individual productivity), VDGR (Variable depending on the general
results of the T.A.), S (By seniority), others.

F VAIP VDGR § OTHER. PLEASE EXPLAIN
Argentina (AFIP) X X X X
Bolivia (SIN) X X
Brazil (RFB) X
Chile (SlI) X X X
Colombia (DIAN) 1/ X X X
Costa Rica (DGT) X X I?ggr}ﬁée{)r% fcgré)égglsbglgrr;)of exercising more than one
Dominican Rep. (DGII) X X X gﬁuocg(;itoignbonus. Vehicle compensation and fuel
Ecuador (SRI) 2/ X X Benefits (Food, transportation, uniforms)
El Salvador (DGII) X
Guatemala (SAT) 3/ X X X
Honduras (DEl) X X
Mexico (SAT) X
Nicaragua (DGl) X X X
Panama (DGI) X X
Paraguay (SET) X X X
Peru (SUNAT) 4/ X Bonus for executive responsibility
Uruguay (DGlI) X X Variable linked to the working group results

I ——
1/ Bi-annual national bonus corresponding to 20%. Productivity bonus of 26% per month. Annual service bonus corresponds to 35% and 50%,
respectively, depending on the allocation of employees.

2/ The fixed payments are governed by Resolution MRL 22.
3/ Annual bonus, not very considerable, resulted from Performance Evaluation for achieving revenue and managerial targets, and overtime.

4/ With respect to the compensation for acountability provided to workers, called Executive Directive Bonus, it is given only to those who are
designated in a managerial position while performing the duties of the job and is granted if the base salary is less than the similar reference of
the position.
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46. Indicate the correspondent option regarding variable retributions, if they are any.

|
VARIABLE VARIABLE

VARIABLE RETRIBUTIONS RETRIBUTIONS VARIABLE
RETRIBUTIONS RETRIBUTIONS
REPRESENT LESS REPRESENT OTHERS.
REPRESENT REPRESENT
BETWEEN LESS BETWEEN PLEASE
LESS THAN MORE THAN 30%
10% 10 20% 20% 10 30% INDICATE.
10% OF TOTAL OF TOTAL
RETRIBUTIONS OF T0TAL LA RETRIBUTIONS
RETRIBUTIONS RETRIBUTIONS
Argentina (AFIP) X
Bolivia (SIN) n.a.
Brazil (RFB) I - ona. I
Chile (SlI) X
Colombia (DIAN) X
Costa Rica (DGT)
Dominican Rep. (DGII) X
Ecuador (SRI) 1/ X
El Salvador (DGII)
Guatemala (SAT) X
Honduras (DE) [ Not applicable [—
Mexico (SAT)
Nicaragua (DGl)
Panama (DGI) 2/ X
Paraguay (SET) X
Peru (SUNAT) X
Uruguay (DGI) X

1 —
1/ Variable retributions represent 3.33% of fotal monthly payments.

2/ The total sum that could be distributed among the DGI staff as variable retribution is equivalent to 1% of surplus tax
incomes managed by DGl obtained each fiscal year, on the tax income collected during the previous year. The total sum
received by each officer could reach up to 100% of the yearly salary.




47.

If any, please describe the criteria used for the distribution of the retribution’s variable part (personal performance, exfraordinary

works, nurseries, licenses, insurances, efc.)

Argentina (AFIP)

Bolivia (SIN)

Brazil (RFB)
Chile (SII)

Colombia (DIAN)
Costa Rica (DGT)

Dominican Rep. (DGII)

Ecuador (SRI)

El Salvador (DGII)
Guatemala (SAT)
Honduras (DEI)
Mexico (SAT)
Nicaragua (DGl)
Panama (DGI)

Paraguay (SET)

Peru (SUNAT)

Uruguay (DGI)

The variable retribution has two parts: 70% is shared in a general way and 30% is shared selectively according to the performance
evaluation of each agent. Plus, in case of 100% monthly attendance at work, a monetary incentive will be added.

The variable remuneration is for the distribution of surplus cash collection from the previous fiscal period. For this purpose, the calcula-
tion of the surplus is made by the Ministry of Economy and Public Finance, through its Deputy Minister of Tax Policy, in coordination with
the National Tax Service. It merges the cash internal marked collection amounts with the official macroeconomic variables observed
to determine the revenue surplus from the previous fiscal period during the first half of the following fiscal year. In this regard, when the
observed fax colection of the previous fiscal year exceeds the observed tax colection of an earlier fax colection adjusted by observed
macroeconomic variables, the resulting amount is divided among the total number of officials of the institution for further disbursement

Performance agreement, incentive, variable assignation, bonus others. See

http://www.sii.gob.cl/transparencia/2011/plantilla_escala_may.html.

quality among

Achievement of global tax collection goals.

The variable part of remuneration is the quarterly incentives. This financial remuneration depends on meeting quarterly planning goals
by sectors and the tax collection goal of the institution. For central offices employees, every incentive is equivalent to the monthly
salary, of which 60% of the incentive depends on the fulfillment of particular goals of the area, and the remaining 40% depends on the
fulfilment of the quarterly collection goal of the Tax Administration. For regional offices, the quarterly incentive accumulation is divided
into 50% for each item, taking into consideration not the total revenue of the organization but rather the collection of that regional
office.

Criterion 1:- Result of institutional performance and officer’s productivity in his job, allowing to reach the institutional objectives and
goals. Criterion 2: According to resolution No MRL-2011-000102 of April 25, 2011

According to performance evaluation, fulfilment of collection and management goals, and behavioral factors.

N.A.

The criterion is the pondered average of individual bi-annual evaluations

Criterion is at hierarchic level, according to the position a participation percentage is defined, in relation to the bonus for achieved
collection goal. Medical service is already part of the social benefits assigned o the Finance Ministry officer.

The collective goal exists in a variable payment equivalent to 15% of yearly retribution. Its payment is conditioned to the achievement
goals engaged. For each goal there is a payment function and it is received in proportion to the work performed in the group and the
goal achievement




48. Indicate the annual remuneration
(in local currency) for a Junior
Auditor and if possible, describe
the standard retribution progression
that this public servant can
reach in later stages of his public
administration career path.

PLEASE REFFER TO STATISTICAL ANNEX

2.6.

49.

Additional Comments
If considered appropriate, indicate any additional explanation concerning the answers
submitted in this section about human resources.

|
Argentina (AFIP)

Bolivia (SIN)

Brazil (RFB)

Chile ()

Colombia (DIAN)
Costa Rica (DGT)
Dominican Rep. (DGII)
Ecuador (SRI)

El Salvador (DGII)

Guatemala (SAT)

Honduras (DEl)

Mexico (SAT)

Nicaragua (DGl)
At the DGI of Panama, being a General Direction of the Economy and Finances

P DGI Ministry, we depends completely from the MEF institutional office; so we have a linking

anama ( ) ) h A ;

role to manage requirements, expedite procedures and requests, coordinate actions,

offer assessment regarding the human resources at management and direction levels.

Even though there is no public administration career guidelines, the parameters used to

Paraguay (SET) define it are useful fo measure the staff performance.

Peru (SUNAT)

Uruguay (DGI)
[ —



3. TAX LEGAL FRAMEWORK

3.4. General aspects

50. Is there a General Law (GL) or Tax Code (TC)
that regulates the tax legal relation?

|
NO

—<
Bl
o

Argentina (AFIP)

Bolivia (SIN)

Brazil (RFB)

Chile (SlI)

Colombia (DIAN)

Costa Rica (DGT)

Dominican Rep. (DGII)

Ecuador (SRI)

El Salvador (DGII)

Guatemala (SAT)

Honduras (DEl)

Mexico (SAT)

Nicaragua (DGl)

Panama (DGI)

Paraguay (SET)

Peru (SUNAT)

Uruguay (DGI)
|

X X X X X X X X X X X X X X X X X

51.

If your previous answer was positive, please specify the previous mentioned regulatory law.

Argentina (AFIP)

Bolivia (SIN)
Brazil (RFB)
Chile (SI)

Colombia (DIAN)

Costa Rica (DGT)
Dominican Rep. (DGII)

Ecuador (SRI)

El Salvador (DGII)

Guatemala (SAT)

Honduras (DEI)

Mexico (SAT)
Nicaragua (DGl)

Panama (DGI)

Paraguay (SET)

Peru (SUNAT)

Uruguay (DGI)

Law of Tax procedure: Law No. 11683, revised law in 1998, which amended act was
adopted by Annex | of Decree 821/98 (published in the Official Gazetfte on 20.7.1998) and
amended rules

Bolivian Tax Code: Law No. 2492 (published in the Official Gazette on 08.04.2003), which
amended act of December 2004 was approved in Annex No. 1 of Supreme Decree No.
27947 (published in the Official Gazette on 20.12.2004) and amended norms.

National Tax Code: Act No. 5172 (published in the Official Gazette on 27.10.1966).

Tax Code, Decree Law No. 830 of December 31, 1974 and other complementary laws.

Tax Procedure: Book Five of the Tax Code, approved by Decree No. 624 (published in the
Official Gazette No. 38756 on 03.30.1989) and amended rules

Tax Rules and procedures code: Law No 4755 (published on 05.03.1971)

Tax Code: Law No 11-92 (of 05.06.1992) and amended rules.

Tax Code: Codification of the Tax Code approved by Resolution No. 9 (published in the
Supplement to Official Gazette No. 38 on 14.06.2005) and amended rules.

Tax Code, Decree No. 230 (published in the Official Journal No. 241 on 22.12.2000) and
amended rules.

Tax Code, Decree No. 6-91 (published on 03.04.1991) and amendments, which according
to the provisions of Order No. 47-91 (published on 31.05.1991) came into force on 02.10.1991

Tax Code, Decree 22-97 (published in The Gazette on 30.05.1997) and amended rules.

The Federal Tax Code: New Code (published in the Official Journal of the Federation on
31.12.1981) and amended rules.

Tax Code: Law No. 562 (published in La Gaceta No. 227 on 23.11.2005) and amended rules.

Administrative Procedures in Tax Matters: Book VIl of the Fiscal Code - Law 8 (published in
Official Gazette No. 12995 on 29.06.1956) and amended rules.

Provisions of General Application: Book V of Law No. 125/91 (published 09/01/1992).
Subsequently, Law 2421/04 (published on 06.25.2004) issued amendments to various articles
of the Law.

Tax Code: Legislative Decree No. 816 (published in El Peruano on 21.04.1996), whose Unified
Text was approved by Supreme Decree No. 055-99-EF (published in El Peruano on 8/19/1999)
and amended rules.

Uruguay (General Natfional Tax Law): Title One of Decree-Law No. 14,306 (published
11/29/1974) and amendments, in force since 01.01.1975.



52.

Does this GL or TC complies with the
guidelines established by 2006 CIAT's Tax
Code Model?2

|
YES NO

Argentina (AFIP) X
Bolivia (SIN) X
Brazil (RFB) X
Chile (SlI) X
Colombia (DIAN)
Costa Rica (DGT)
Dominican Rep. (DGII)
Ecuador (SRI)
El Salvador (DGlI) X
Guatemala (SAT)
Honduras (DEl)
Mexico (SAT)
Nicaragua (DGl)
Panama (DGI)
Paraguay (SET)
Peru (SUNAT) X
Uruguay (DGI) 1/ X

|
1/ Itis a previous law to the referred model. It comply
with the MCTAL guidelines.

X X X X

X X X X X

>

53.

If your previous answer was positive, please specify in which measure (a lof, a little or almost

nothing) these guidelines are compliying with your GL's or TC's structure, the legal-tax relation,

the taxpayer’s rights, T.A’s faculties, the main taxation procedures and the sanctioning system.

Argentina (AFIP)
Bolivia (SIN)
Brazil (RFB)

Chile (Sll)

Colombia (DIAN)
Costa Rica (DGT)

Dominican Rep. (DGII)

Ecuador (SRI)

El Salvador (DGII)

Guatemala (SAT)
Honduras (DEI)
Mexico (SAT)
Nicaragua (DGl)
Panama (DCl)
Paraguay (SET)

Peru (SUNAT)

Uruguay (DGI)
|

Broadly speaking: a lot.

A little: however, follow the same structure, regulation in terms of tax infractions and tax crimes
and the elimination of the principle of “pay first, litigate later”. It is definitely way apart regarding
the procedures and doesn't have definitions regarding the tax obligation and its nature.

A little: The Title | of the Dominican Rep. Tax Code on the tax general rules, procedures and
sanctions follows the guidelines of CIAT model, title IV.

A lof: It follows closely the guidelines of the Model, it consider the taxpayers' rights, the capabili-
fies, the tax procedures and the penalty system in large measure, applied to the practices of our
country.

A lot: While our Tax Code (approved by Decree 816, issued on 21.04.1996 and amendments,
which have been collected in the curent TUO) is prior to the model of CIAT, its structure is similar.
As to whether CIAT Model guidelines are followed for the definition of the following aspects:

1) Regarding the legal tax relation. - It should be noted that the Peruvian TC does not contain a
definition of this concept (it only defines the tax liability).

2) taxpayers Rights. — Our TC also confains a list that includes most of the rights contained in the
Model, but does not recognize the right to submit written consultation nor the right to modify
affidavits without applying sanctions (in Peru there is a penalty if the rectifying affidavit increases
the originally declared tax liability).

3) Powers of the AT- Our TC, in general, displays the same powers to manage, monitor and collect
tax debts, and to penalise.

4) Main tax procedures. - Our TC, in general, is regulated similarly fo the Model regarding the
procedures of control and coercive collection (collection procedure).

5)There are substantial differences in the evaluation of administrative acts procedure concerning
special measures contained in the model and optional evaluation procedure (in Peru, there is a
complaint procedure, which, except for purely legal matters, is required before access fo the Tax
Court).

6) Punitive system. - The Peruvian TC reflects the principle of legality, the classification of the
transgression, the types of sanctions, and the gradual nature of the sanction as in the Model.
However, in Peru, unlike in the model, the wrongdoing is determined objectively and benign
retroactivity is not considered.



54. Indicate GL's or TC's application scope. Check the correspondent opftions. IT (If applicable to internal taxes), CD (If
applicable to customs duties), CNFG (if applicable to Central, National or Federal Government), SG (if applicable to sub-
national governments), Others

1 cD CNFG N OTHERS. PLEASE DESCRIBE
Argentina (AFIP) X X
Bolivia (SIN) X X X X
Brazil (RFB) X X X X
Chile (SII) X X
Colombia (DIAN) X

The Code of Regulations and Tax Procedures is
applicable in the Administrative Tax Court, to pass
resolutions they know on appeal because of legal
challenges and appeals that taxpayers stand against
decisions issued by the Tax Administration before Court

Costa Rica (DGT) 1/ X X X and exhaust administrative resources. The Code of
Rules and Procedures is applicable for the tax rule that
governs the adversarial process and even reach the
Court of Cassation.

Dominican Rep. (DGIl)2/ X X X

Ecuador (SRI) X X X

El Salvador (DGII) X

Guatemala (SAT) 3/ X X

Honduras (DEl) X X X X
They are applied by regional governments when they

Mexico (SAT) 4/ X X sign administrative collaboration agreement about
federal contributions.

Nicaragua (DGl) X X

Panama (DGI) X X X

Paraguay (SET) X X

Peru (SUNAT) X X X X

The Decree-Law 14,629 (art. 32) declared applicable to
the Unified Customs Tax the Articles 68 and 70 of CT.
Law 16,736 (art. 185) makes applicable the Executive

Uruguay (DGI) 5/ X X X Judgment Tax (Chapter IV of CT) for rates and charges
collected by the National Customs Office

1 ——
1/ Applicable to customs duties in a supplementary mode, given the existence of a General Tax Law.
2/ Only fitle | of the Tax Code is applicable to customs duties
3/ In Customs and municipal relations, the Tax Code is applicable in a supplementary way.
4/ The Customs Law is applicable to the customs duties.
5/ In the case of sub-national governments, not applicable except in jurisdictional and penal issues.
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55. Is there a Taxpayer's defender or similar 3.2 Access to Information and notifications
in your country?e 56. Does the GL or TC regulates a duty to
[ provide the T.A. with all type of tax-related
YES NO information, reports or antecedents by the
Al [E ) i taxpayers, or by responsible third parties and
Bolivia (SIN) X third parties alien to the legal-tax relation?
Brazil (RFB) X
Chile (SHl) X |
Colombia (DIAN) X YES NO
Costa Rica (DGT) 1/ X Argentina (AFIP) X
Dominican Rep. (DGl) X Bolivia (SIN) X
Ecuador (SRI) X Brazil (RFB) X
El Salvador (DGII) X Chile (SII_) X
Guatemala (SAT) 2/ X Colombp (DIAN) X
Honduras (DEI) X Costg .RICO (DGT) X
Mexico (SAT) X Dominican Rep. (DGII) X
Nicaragua (DGI) X Ecuador (SRI) X
Panama (DGI) X El Salvador (DGII) X
Paraguay (SET) X Guatemala (SAT) X
Peru (SUNAT) 3/ X Hon.duros (DEI) X
Uruguay (DGI) X Mexmo (SAT) X
N NeelgePalPel) X
1/ The Minisiry of Finance have every infention of Panama (DGI) X
i Support of he Toxpayer inspoctor ance 006 oil Paraguay (SET) X
hov_e been infroduced .for its greq’rion in the Peru (SUNAT) X
implement & projec! i Ihi maer, However e Uruguay (DG) X
legislator will determine its approval. I

2/ The SAT has a Taxpayer Legal Orientation and Rights
Unit, but doesn’t consider is as a Taxpayer Defense
Department.

3/ There are two different instances: The one of the T.A.,
which scope of action is limited by its own sphere of
action, and the one of the Ministry of Economy and
Finances, which include the T.A., the local and
regional governments and the Tax Court. The status
and modes of operation are similar.
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57. Does the duty of providing information 58. Isit possible for your T.A. to obtain information
mandate a direct request from the T.A.2 periodically, without an individual and
special requirement to each taxpayer?

YES NO |
Argentina (AFIP) X YES NO
Bolivia (SIN) X Argentina (AFIP) X
Brazil (RFB) X Bolivia (SIN) X
Chile (SII) X Brazil (RFB) X
Colombia (DIAN) X Chile (SlI) X
Costa Rica (DGT) 1/ X Colombia (DIAN) X
Dominican Rep. (DGII) X Costa Rica (DGT) X
Ecuador (SRI) X Dominican Rep. (DGII) 1/ X
El Salvador (DGII) X Ecuador (SRI) X
Guatemala (SAT) X El Salvador (DGII) X
Honduras (DEl) X Guatemala (SAT) X
Mexico (SAT) X Honduras (DEl) X
Nicaragua (DGl) X Mexico (SAT) X
Panama (DGI) X Nicaragua (DGl) X
Paraguay (SET) X Panama (DGI) X
Peru (SUNAT) X Paraguay (SET) X
Uruguay (DGI) X Peru (SUNAT) X
| Uruguay (DGI) X
1/ The negative response, is because there is a duty to ..,
provide information to T.A. But the T.A. has also the 1/ See Tax Code Art.50 sections. f) and j), as well as the

authority to request information General Law No 01-07 and 04-2011.




59. Regarding limitations on the use of tax information, indicate the correspondent. Check all options you consider correct. TJP (Can be used for Tax and
judiciary issues), OJP (Can be used for other judicial procedures, civil law, labor law or commercial law), S (Can be used for Statistics), and others.

TP 0JP S OTHERS. PLEASE DESCRIBE.
Argentina (AFIP) X X X
Bolivia (SIN) X X X
Brazil (RFB) X X
Collection purposes of the General Treasury of the Republic. Own purposes the Court of Free Competition. Exchange
Chile (Sl1) X X X of information with foreign TAs. Purposes of granting college loans.
Colombia (DIAN) X X
Costa Rica (DGT) 1/ X X X
Dominican Rep. (DGII) X X X In case of judicial processes, the information can be used only for penal matters, alimony or child support judgments or
dissolution of matrimonial regime.
Ecuador (SRI) X
El Salvador (DGII) X X X
Guatemala (SAT) X
Honduras (DEl) X X X
Mexico (SAT) 2/ X X X
Nicaragua (DGI) X X
Panama (DGI) X X
Paraguay (SET) X X

When ordered by the Attorney General in cases of presumption of crime or congressional investigation committees,
with the consent of the committee concerned and provided that it relates to the case investigated.
The information contained in the records of tax procedures can be used, when there is resolution that has been object
of consent, if it is for the research or academic study purposes and authorized by the T.A.
Information about independent third parties used as comparable by the T.A. in administrative acts events that result
from the application of transfer pricing rules is not reserved.
Foreign Trade publications made by the T.A., regarding the information contained in customs statements. Supreme
Peru (SUNAT) 3/ X X X Decree No. 226-2009-EF specifies which information could be published.
Information requested by the Central Government respecting of their own debts, pending or canceled by taxes whose
revenue is in charge of the SUNAT, provided that the need is justified by regulation having the force of law or Decree, is
not reserved
They also classified information exchanged between the bodies of the T.A, and require to fulfill their own purposes,
upon request of the head of the applicant body and under its responsibility.
Privleged information exchanged with T.As from other countries in compliance with the terms of infernational
conventions.
Information required by the Ministry of Economy and Finance to assess, design, implement, direct and control matters
relating to tax and tariff policy, without identifying the taxpayers.

Uruguay (DGI) X X

1/ Can be used for other judicial processes as long as it is requested by the common courts.

2/ In order to have access to tax information in civil, labor and commercial matters, it is specified that they are limited, because in civil matters it will only be provided to the Judges of the Family
on alimony, in labor cases only for social security purposes and in commercial matters in certain cases stated in the Administrative Procedures for Execution (PAE).

3/ It has been answered with the understanding that the consultation relates to exceptions regarding the use of the information covered by the tax reserve regulated in the article 85 of the Tax
Code TUO.
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60. Regarding bank secrecy, answer fthe 60.2. If banking secrecy exists in your country, indicate
following questions. Bank secrecy is defined how it is regulated. C (Regulated by Constitution), L
as a limitation of a T.A. fo access banking (Regulated by laws), and others.
information for the fulfilment of its purposes.

OTHERS.
c L PLEASE DESCRIBE
Argentina (AFIP) X
60.1. Is there banking secrecy in your country2 Bolivia (SIN) X
[ Brazl (RFB) X X
YES NO Chile (SII) X
Argentina (AFIP) X C0|om§io (DIAN) X
Bolivia (SIN) X Costa Rica (DGT) X
Brazil (RFB) X Dominican Rep. (DGlI) X
Chile (SII) X Ecuador (SRI) X
Colombia (DIAN) X El Salvador (DGII) X
Costa Rica (DGT) X Guatemala (SAT) 1/ X
Dominican Rep. (DGII) X Honfjuros (DEI) X
Ecuador (SRI) X Memco (SAT) X
El Salvador (DGII) X Nicaragua (DGI) X
Guatemala (SAT) X Panama (DGI) X
Honduras (DEl) X Paraguay (SET) X
Mexico (SAT) X Peru (SUNAT) 2/ X X
Nicaragua (DGI) X Uruguay (DGI) X
|
Panama (DCI) X 1/ Law of Banking and Financial Groups.
Paraguay (SET) X 2/ Paragraph 5 of Article 2 of Constitution. Art. 140th. to 143th of
Peru (SUNAT) X Law 26702 - SBS General Organic Law of the Financial System
Uruguay (DGI) X and Insurance




60.3.

Indicate the procedure for the T.A. fo access the banking information with tax implication. Check all correspondent options: JA (The T.A.
requires judicial authorization to access Information), DCC (The T.A. can access information directly, but case by case), and DA (The T.A.
can access information directly, without specifying a case).

JA DCC DA OTHER. PLEASE DESCRIBE.
Argentina (AFIP) X
Bolivia (SIN) X
Brazil (RFB) X
Chile (SlI) 1/ X X X
Colombia (DIAN) X
Costa Rica (DGT) X

The T.A. can access the banking information for specific cases, through the
Dominican Rep. (DGII) superintendence of Banks (Entity in charge of supervising the financial activities), as
long as the request is made by the highest authority of the T.A.

Ecuador (SRI) X
El Salvador (DGII) X
Guatemala (SAT) 2/ X X
Honduras (DEI) X Through the National Commission of Banks and Insurance.
Mexico (SAT) X
Nicaragua (DGl) X
Panama (DGlI) X
Paraguay (SET) X
Peru (SUNAT) 3/ X X
The Bank secrecy is not opposable to the T.A., when the bank ifself is investigated. In
Uruguay (DGI) X the scope of the IFPF in case of real estate rentals, the taxpayer requesting exoneration

must reveal his bank information to the T.A. Similarly, in the scope of a tax agreement, if
the taxpayer lift his banking secret, the terms for tax prescription can be reduced-

I —————————————————————————
1/ The T.A. can directly Access the information, without mentioning a specific case, only by legal disposition and in specific cases

2/ The SAT can request banking and financial information by request to the bank, derived from a review of a taxpayer's tax liability (third party information). However, it
remains subject fo the discretfion of the banking official , due to the limitation of confidentiality signed with bank customers (banking secrecy) regulated by the Law
on Banks and Financial Groups. Access to the banking and financial information when derived from the commission of a fax crime can be provided, but by order
signed by the competent judge.

3/ Regarding judicial authorization, this refers to the case of Access to liability operations protected by the banking secrecy. Regarding direct access to information
without mentioning a specific case, this refers to the cases of assets or neutral operations.
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61. Is the wuse of electronic nofifications 62. Are the electronically submitted Tax returns
regulated? and payments regulated?
| |

YES NO YES NO
Argentina (AFIP) X Argentina (AFIP) X
Bolivia (SIN) X Bolivia (SIN) X
Brazil (RFB) X Brazil (RFB) X
Chile (SHl) X Chile (SHl) X
Colombia (DIAN) X Colombia (DIAN) X
Costa Rica (DGT) X Costa Rica (DGT) X
Dominican Rep. (DGII) X Dominican Rep. (DGII) X
Ecuador (SRI) X Ecuador (SRI) X
El Salvador (DGII) X El Salvador (DGII) X
Guatemala (SAT) X Guatemala (SAT) X
Honduras (DEl) X Honduras (DEl) X
Mexico (SAT) X Mexico (SAT) X
Nicaragua (DGI) X Nicaragua (DGlI) X
Panama (DGI) X Panama (DGI) X
Paraguay (SET) X Paraguay (SET) X
Peru (SUNAT) X Peru (SUNAT) X
Uruguay (DGI) 1/ X Uruguay (DGI) X
| |

1/ Itis not regulated, hence it is not operational.
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63. Is the use of elecfronic signature 64. Are there electronic signatures validation
regulated? systems in practice?
| |

YES NO YES NO
Argentina (AFIP) X Argentina (AFIP) X
Bolivia (SIN) X Bolivia (SIN) X
Brazil (RFB) X Brazil (RFB) X
Chile (SHl) X Chile (Sll) X
Colombia (DIAN) X Colombia (DIAN) X
Costa Rica (DGT) X Costa Rica (DGT) X
Dominican Rep. (DGII) X Dominican Rep. (DGII) X
Ecuador (SRI) X Ecuador (SRI) X
El Salvador (DGII) X El Salvador (DGII) X
Guatemala (SAT) X Guatemala (SAT) X
Honduras (DEl) X Honduras (DEl) X
Mexico (SAT) X Mexico (SAT) X
Nicaragua (DGlI) X Nicaragua (DGlI) X
Panama (DGI) X Panama (DGI) X
Paraguay (SET) X Paraguay (SET) 1/ X
Peru (SUNAT) 1/ X Peru (SUNAT) X
Uruguay (DGI) X Uruguay (DGI) X

I ]

1/ In Paraguay a new law on electronic signature (Law
N° 4017/10) has been approved but has not been
regulated yet.

1/ Legal and IT projects are in process. A SOL
electfronic key is been used as a electronic
signature.




3.3 Tax basis determination system

65. Regarding the tax base determination systems implemented by your GL or TC, indicate the one(s) used in your
country. Check the correspondent options. KB (Direct determination or on a known base), PB (Determination
on a presumed base), and others.

KC PB OTHERS. PLEASE DESCRIBE.
Argentina (AFIP) X X
Bolivia (SIN) X X
Brazil (RFB) X X
Chile (SlI) X X
Colombia (DIAN) X X
Costa Rica (DGT) X X

Mixed base, taking in consideration and without

Dominican Rep. (DGII) X X rejecting reliable taxpayers or responsible third
party documents or accounting registers
Ecuador (SRI) X X
El Salvador (DGII) X X
Guatemala (SAT) X X
Honduras (DEI) X X
Mexico (SAT) X X
Nicaragua (DGlI) X X
Panama (DGI) X X
P SET X X Mixed Base. Use of earlier methods
araguay (SET) simultaneously in the same taxpayer.
Peru(SUNAT) 1/ X X
On mixed base, consisting in a determination on
Uruguay (DGI) X X a known base for what is known, and on a

presumed base for the rest.

|
1/ Determination on presumptive tax base applies in the simplified regimes RUS and RER.
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66. Indicate the tax determination regimes (general and/or simplified) that might exist for some taxes in your countfry according to their specific
legislations.

Argentina (AFIP)
Simplified regime for Small taxpayers or single fax which include a regime for small faxpayers and a single fax of contributions to the social security.

Bolivia (SIN)
Aside from the General Regime there are the Special Regimes: Simplified tax regime (RTS), Agricultural Unified Regime (RAU) and Integrated Tax
System (RAU).

Brazil (RFB)
Determination of the income tax of Legal Persons (IRPJ) base on the Presumed Gain, the Special unified Regime of Taxes and Contributions for the
Micro and small Companies (Simple National) and the Regime for Individual Micro-Enfrepreneur (ME).

Chile (SII)

The Law of the Income Tax admits diverse Tax regimes for the companies. The general regime, in which the income by complete accounting is
determined, is the most frequent. Next, there are regimes of presumed income, for the small farmers, the medium mining, the small load carriers,
the passenger carriers and the real estate operations. In order to benefit from them, legal requirements, related mainly to the volume of sales, must
be fulfilled. There are also regimes for small taxpayers who develop certain activities: small workshops, small fishermen, small miners, auxiliaries and
smalll retailers who operate on the streets. Depending on each case, these taxpayers are charged with a single tax that can correspond to a fixed
amount or a percentage of the sales. Finally, there are simplified regimes for the companies of minor size, without distinction of the economic activity
that they develop. The first one is known as the simplified accounting and it allows, previous authorization, fo carry out an accounting based on lists
of income and expenses. The second, known as 14 bis, allows that the companies whose annual sales are inferior to 3000 UTM pay the taxes only by
the amounts which they distribute to their owners, at any fitle. Third, the regime of article 14 third, allows that one-person companies, with annual
sales inferior fo 3000 UTM, and in addition VAT contributors, pay their taxes on base of the annual cash flow.

The VAT Law conftains special regimes for small taxpayers, such as craftsmen and small services providers who sell or make benefits to the consumer,
previous authorization of the tax administration, who will pay the tax on basis of a monthly fixed quota, determined by groups of activities or

taxpayers, modifiable through a supreme decree.

Colombia (DIAN)
VAT simplified regime.



Costa Rica (DGT)
Tax simplified regime (RTS) and in VAT, the Regime for Small Taxpayers and the System of Purchases

Dominican Republic (DGII

General regime of income Tax for individuals and Legal entities; General Tax Regime to the Transferences of Industrialized Goods and Services (ITBIS),
Simplified Regime of the income Tax for individuals and legal entities; Simplified tax regime Tax to the Transfers of Industrialized Goods and Services
(ITBIS); Special regimes of exemption (Law 351-67 of casinos, Law 281-68 of Casinos; Law 8-20 of duty free Zones of Export, Law 84-99 of Reactivation
and Promotion of the Exports, Law 28-01 of Special duty free Zone of Border Development, Law 158-01 of Tourist Development, Law 56-07 of Textile
Chain, Law 57-07 on Renewable Energies, Law 392-07 on Competitiveness and Industrial Innovation, Book Law 502-08 and Library, Law 108-10 of
Promotion of the Cinematographic Activity, Decree 4315 of Commercial duty free Zones, Decree 758-08 of tax simplified Procedure , of which two
modalities of determination exist (one is based on in income and another is based on purchases).

Ecuador (SRI)
Direct, presumptive and mixed determinations, for all the taxes managed by the Internal Revenue Service. Additionally, Simplified Ecuadorian Tax
Regime (RISE).

El Salvador (DGII)

Those mentioned in articles of the 189 et seq. of the Tax Code: Presumed rent for interests, Presumptions founded by difference of Inventories, Direct
Confrol of Operations, Increases of Pafrimony and Expenses conducted without verifying the origin, Presumption of taxed income for nonregistered
purchase of goods for sale, Presumption of income omitted by misled and not informed documents, Estimation of Taxable Base and Market Price.

Guatemala (SAT)
Regime of Simplified taxation of VAT for Small taxpayers, one of which is equivalent to 5% on gross income. Optative regime of Income Tax based on
the gross income.

Honduras (DEI)
Simplified regime on sales tax.

Mexico (SAT)

Consolidated Tax Regime. For the effects of the LISR, companies are considered as holding when they fulfil the following requirements: a) has to be
a company resident in Mexico; b) that they own more than 50% of shares with right to vote in another or other controlled societies, inclusively when
that property is owned by holding other societies that are as well confrolled by the same holding company; and c) that in no case more of 50% of
their shares with right fo vote are owned by another or other society or societies, except if they are resident of some country which ample agreement
of exchange of information. To the consolidated fiscal result will be applied the rate 30% established in article 10 of the ISR law, to obtain the tax to
be paid by the holding society in the exercise. (art. 64 of the LISR)
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Simplified Regime for specific activities: The following legal enfities have to comply with their income tax duties according to the simplified regime:
a) The ones dedicated exclusively to freight or passenger ground transportation, whenever they do not mainly provide their services to another
corporation resident in the country or abroad, which is considered related party; b) those that are dedicated exclusively to fishing acfivities; c) These
constituted as integrating companies; d) those of agrarian right that are dedicated exclusively to agricultural, farming or Forrestal activities, as well
as the other legal entities which dedicate themselves exclusively to these activities; and e) Cooperative societies dedicated exclusively to freight or
passengers ground transportation. (Article 79 of the LISR).

Regime for the Cooperative Societies of Production: The cooperative societies of production that are constituted solely by physical people, to
calculate the income fax that corresponds to their activities, instead of applying the dispositions in Title Il of this Law (General Regime of the Legal
Entities), can apply the dispositions in Section | of Chapter Il of Title IV (Physical People with Business and Professional Activities). The cooperative
societies of production will be able to defer the totality of the tax, until the fiscal year in which they distribute their members the taxable profit that
corresponds to them, having to account for it, which will be added with the taxable profit of the exercise and it will be diminished with the amount
of profit paid. The income obtained by the cooperative society are not charged with income tax (ISR) provisional payments, and the profits and the
advance payments that the cooperative societies grant to their members, will be considered as assimilated to the income benefit for a subordinated
personal service and the dispositions in articles 110 and 113 of this Law are applied. (Article 85 of the LISR).

Regime of the non-profit organizations: The legal entities referred to in the articles 95 (labor unions, employers associations, agricultural, livestock
farmers, fishing association, Chambers of Commerce and industry, forestry, civil schools of professionals and the organization that group them,
associations and limited liability companies of public interest, charity institutions, purchase cooperative societies, organizations ( that according
fo the law group the cooperative societies, mutudlistic societies, societies or associations of civil character, associations of family parents and civil
associations of colons) and 102 of this Law, as well as the specialized societies of investment of retirement funds, are not confributors of income tax,
unless otherwise stipulated in article 94 of this legal ordering. Their members will consider as surplus to distribute solely the income provided in cash
or goods. Also, this regime will be applicable for the investment societies indicated in the Law of Societies of Investment, except for the societies
of investment of capitals. The members or shareholders of the societies of investment referred to in this paragraph, will be taxpayers contributors
according to what is stipulated in this Law. The legal entities mentioned in the article will determine the surplus of the year calendar, corresponding
fo their members or shareholders, diminishing the income obtained in that period, with the exception of the indicated in article 109 of the LISR and
those by which the definitive fax has been paid, the deductions authorized. (Article 93 of the LISR).

Single Business Tax: The legal entities who are subject to the income tax , such as mercantile societies, civil societies, cooperative societies of

production, associations in participation, among others. In order to calculate the IETU, the taxpayers will have to consider the totality of the income
obtained in an fiscal year except the deductions authorized for that period, and apply the rate of the 17,5% on the result. (Art. 1 of the LIETU).
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Preferential tax and mulfinational corporations tax regimes: The residents in Mexico and the residents abroad with permanent establishment in the
country, are forced to pay the tax by the income in cash, goods, services or financial assests, subjects to preferred fiscal regimes that they obtain
through entities or foreign legal figures in which they participate, directly or indirectly, in the proportion that correspond to them by their participation
in them, as well as by the income they obtain through organizations or foreign legal figures that are legally established abroad. Are considered as
income subjects to preferred tax regimes, those that are not taxed abroad or they are taxed with an income tax inferior to 75% of the Income tax
that would be caused and paid in Mexico, in the terms of Titles Il or IV of the LISR, according fo the case. (Article 212 of the LISR). In the case of
the multinational companies; the corporate entity who have operations with associated branch residing abroad are compelled to determine their
accumulated income and deductions, considering for those operations the prices and amounts of reciprocation that would have been used with
or between independent parties in comparable operations. In the opposite case, the tax authorities will be able to defermine the accumulated
income and authorized deductions of the tfaxpayers, by the determination of the price or amount of the reciprocate returns in operations between
associated branch, considering for those operations the prices and amounts of equivalent returns that would have used independent branchs in
comparable operations, with legal entities resident in the country or abroad, as well as with individual and permanent establishments in the country
of residences abroad, as well as in the case of the activities made through trusts. (Arficle 215 of the LISR).

In the case of the Personalincome tax, in addition to the generalregime, there is an infermediate regime and aregime of small faxpayers (REPECOS).

Intermediate Regime: Applicable to individuals who perform exclusively business activities, whose income obtained in the immediate previous fiscal
year would have not exceeded $4.000.000, 00 (323,000 USD). In order to determine the tax, allincomes perceived (effective or any other type) must
be considered, fo the total of income minus the deductions, and on the base the rate of 5% will be applied to determine the calculation of the
monthly payment that will have to advise to the federal organization in which it is located. Once determined the state payment it will be compared
with the federal ISR, for which once the state payment subtracted, only difference of the corresponding ISR will be paid. This is anticipated in article
134 of the LISR.

Small taxpayers regime (REPECOS): Take into account the income obtfained in the fiscal year, whose origin comes from business activity fo a
maximum of $2.000.000,00 (161.000 USD). Also, the tax calculation is made based on the volume of sales to which a rate of 2% is applied to the
difference which results from withdrawing from to the tfotfal of the income the equivalent to four fimes general the monthly minimum wage of the
geographic area of the taxpayer. Payment that must be made at authorized offices of the federal organization in which the income are obtained.
This is stated in article 137 of the LISR.

In the case of the VAT, in addition to the general regime, there is a regime of small faxpayers (REPECOS), which defines an estimate of the monthly
tax of individuals. (Art. 2-C of the LIVA).



Nicaragua (DGI)
Simplified Regime of Fixed Quota, on basis of parameters of space, volume of sales, location of the premises, monthly income of C$ 480.000,00 (Four
hundred eighty thousands Cordobas) annual. The general regime is from that point on.

Panama (DGI)
n.a.

Paraguay (SET)

Within the framework of the IRACIS, there is a presumptive regime based on gross income and other two for the one-person business when they
are not required to keep accounting books and for the public passenger transportation. Also, there is a special regime for the assembly plants, a
special regime for the small companies that replaces the IRACIS and the IVA, and another regime similar to this for the agricultural income taxpayers
segment.

Peru (SUNAT)

For the Income Tax of companies or third category, there are two regimes: General Regime (Performing business activities developed by legal
entities and individuals) and Special Regime (with restrictions for certain economic activities and that their annual income do not surpass $ 525,000.
(Soles) Additionally a New Simplified Unique Regime system exists (New RUS), that allows the payment of taxes to small taxpayers, without having the
necessity to fake countable registries

Uruguay (DGI)
Single tax, minimum VAT, Corporate income ftax
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3.4. Period of prescription

67. Isthere a general prescription period for the
T.A’srightse
|

NO

—<
Bl
o

Argentina (AFIP)

Bolivia (SIN)

Brazil (RFB)

Chile (SlI)

Colombia (DIAN)

Costa Rica (DGT)

Dominican Rep. (DGII)

Ecuador (SRI)

El Salvador (DGII)

Guatemala (SAT)

Honduras (DEl)

Mexico (SAT)

Nicaragua (DGI)

Panama (DGl)

Paraguay (SET)

Peru (SUNAT)

Uruguay (DGlI)
|

X X X X X X X X X X X X X X X X X




68. If your previous answer was affirmative, indicate the prescription period.

Argentina (AFIP) Tax-related: 5 years. On Social Security ressources: 10 years

Bolivia (SIN) Article 59 of The Bolivian Tax Code states that the actions of the T.A. to monitor, investigate, verify, and control taxes, determine tax liability, impose administrative
penalties and exercise the power to tax enforcement expire after 4 years. The term to impose a penalty for tax violations prescribes after 2 years.

Brazil (RFB) The prescription period is five years.

Chile (S} To review taxpayers' returns, liquidate or pay a tax or tax related penalty, 3 years from the date on which payment became due. If the return is not filed or is filed within
malicious false statements it increases to six years. Action to prosecute tax violations preventing the payment of tax; 3 years. For tax crimes actions, 5 or 10 years,
depending on whether it is a misdemeanor or a crime.

Colombia (DIAN) General term of two years for determination, exemptions 5 years and payments 5 years.

. According to Article 51 of the CNPT (Code of Tax Regulations and Procedures), the action of the Tax Administration prescribes after three years. The same term applies
Costa Rica (DGT) to demand payment of the tax and interest. The previous ferm was extended to 5 years for taxpayers not registered with the T.A. or those who are registered but who
have submitted statements classified as fraudulent and have not submitted the affidavits.

Dominican Rep. (DGII)  Actions for requesting affidavits and actions for tax code crimes or tax laws breaches prescribe after three (3) years.

The Tax Code says: "Art 55. - Collection action prescription period. - The obligation and action for the recovery of tax credits and interests, as well as fines for breaches
of the formal duties, shall lapse within five years from the date they were due, and, in seven years, from the one in which the relevant statement was due, if this was
incomplete or if it is not been filed.

If payment facilities are granted, prescription will operate in respect of each share or dividend from its respective maturity. In the event that the tax administration has

Ecuador (SRI) acted fo establish an obligation that must be satisfied, the action to collect prescribes within the same time provided in the first paragraph of this article, counted from
the date on which the determination act becomes final, or the date when any claim against an enforceable administrative decision or court order end against the
determinative act mentioned above. The prescription must be expressly alleged by those who claim benefit from it, a court or administrative authority may not
declare it on their own. "

The period of prescription of the rights of the T.A. is 10 years, and requires statement by the interested party. The Tax Administration shall be competent to declare that
El Salvador (DGII)
it is effective. In the case of withholding obligations and perception, they do not prescribe.
Guatemala (SAT) 4 years. The Tax code regulate the general prescription term, and also establishes a special prescription of 8 years when the taxpayer or responsible is not registered
with the T.A. Similarly, it stipulates a prescription term of 5 years for tax infractions and tax crimes.
Honduras (DEl) 5years
Mexico (SAT) The general term is 5 years in agreement with art. 146 of the Federal Tax Code.
Nicaragua (DGI) Four (4) years the ordinary one. Six (6) the special one.

The rights don't prescribe, they expire. Only obligation prescribe. In this conception the legislative system contemplates these figures even if they are used inappropria-
tely. The prescription period vary according to the tax and the obligation: 7 years for collection, 15 years to pay the sum withhold and 3 years for the T.A. determination
through additional payment. For the VAT, the collection right prescribes after 5 years.

Panama (DGI)

Paraguay (SET) The prescription period is 5 years beginning on January 1st of the year following the maturity of the obligation?

To determine the tax obligation, request payment and apply penalties, the T.A. action prescribes: a) after 4 years if an affidavit has been submitted. b) After six (6)

Peru (SUNAT) years if an affidavit as not been submitted. c) After ten (10) years when the perception or retention agent has not paid the retained or collected tax.

The general term period is five years starting af the end of the fiscal year in which the obligation is generated? The referred term is extended to ten years in case of the
Uruguay (DGlI) following circumstances: When the taxpayer or accountable has incurred in fraud, non-compliance with the obligation of registering, non-compliance with the fall of

the generative event, failure fo submit returns, and in case the tax is determined by the tax collection organization, when it did not have knowledge of this fact. In

case of tax agreement the term of prescription can be reduced from 10 years to 4 years and from 5 years to two years, with prior dispense of the banking secret.




69. Regarding the causes on interrupting the prescription period, indicate the correspondent options. AA (Deriving

from an administrative action), AD (deriving from the actions done by the liable subject of the tax obligation) and

others.

Argentina (AFIP)
Bolivia (SIN)

Brazil (RFB)

Chile (SII)
Colombia (DIAN)
Costa Rica (DGT)

Dominican Rep. (DGII)

Ecuador (SRI)

El Salvador (DGlI)
Guatemala (SAT)
Honduras (DEl) 1/
Mexico (SAT)
Nicaragua (DGl)
Panama (DGI)
Paraguay (SET)
Peru (SUNAT)
Uruguay (DGI)

AA

X X X X X X

X

X X X X X X X X X X

X X X X X X X X

OTHERS. PLEASE DESCRIBE

Judiciary request. (article 201, section 3 of the Tax Code)

The prescription is suspended in the following cases:

1) By appeal, administrative or judicial, in any case until the decision or
sentence would have authority of res iudicata.

2) Until a lapse of two years a) if the taxpayer of responsible has not complied
with the obligation of filing the corresponding tax return or filing it with false
statements, b) for the nofification to the taxpayer of the beginning of the
control or administrative audit

Derived from judiciary actions

1/ Although articles related to prescription of the Tax Code were derogated, the Administrative Procedure Law (Art. 150) stipulates that in
matters not provided for in this Law shall also apply the general principles of administrative procedure and, in their absence, the rules of the
Code of Civil Procedure.




3.5. Infringements and penalties 1
70. Regardingthetype ofinfractionfornon- 1 2 3 4 5 67 8 9
compliance indicatedinyour GLor TC, Argentina (AFIP) X X X X
check the correspondent(s) option: Bolivia (SIN) X X X X X X X X fgﬂggeyefﬂeé%?ge el pividze e s
for nonpayment of tax debt=1; For Brazil (RFB) X X X X X X X
improperly requesting reimbursements, Non-accidental loss of tax documents.
- . . X X X X X X X X Clandestine business or industry practice.
benefits or fiscal incentives=2; for Chile (Sl) Traffic  of false invoices. Fraudulent
. " " announcement of beginning of activities.
improperly accrediting positive or
negative or apparent tax credits=3; Colombia (DIAN) X X X X X X X X Emoneousinformation on transfer pricing.
for non-compliance with the duty of
e . Costa Rica (DGT
registering in the taxpayer Registry=4; ( ) R R BRI R T R ;
. . - aboration and clandestine commerce o
For failing to issue and request proofs Dominican Rep. (DGI) X X X X X X X X igxed products. Falsification of tax values.
of payment=5 ; for non-compliance Ecuador (SRI) X X Y X X X X X
with bookkeeping regulations=6; For ) ) :
L . Non-compliance with the registry and
not submitting timely returns and El Salvador (DGII) X X X X X X X X inventory control in relaton to the

. . . . presentation of the Fiscal Judgment.
communications=7; for resistance,

: : : Failure to inform the T.A. about registry data
obsfruction, negative affitude  or Guatemala (SAT) X X X X X X  modifications. To acquire products or
towards the actions of the TA= 8; services without requesting the invoice or to

) offer products or services without including
Other breaches not mentioned that the VAT Price.
you consider important=9 Honduras (DEI) X X X X X X
Obligation fo render accounts of financial
Mexico (SAT) X X X X X X X yx sfatements and omissions regarding tax
obligations.
To use two or more invoices ranges non
. issuance of invoices, to bring false
Nicaragua (DGl) X x X X X X X X normation and elaboration or clandestine
commercialization of faxed products.
Panama (DGI) X X X X X X X X
Paraguay (SET) X X X X X X X X
Peru (SUNAT) 1/ X X X X X X X X
Uruguay (DGI) X X X X X X X X

I —
1/ Review articles 172 to 178 of the Tax Code.
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71. Regarding the types of penalties that are applied for tax violations, check the correspondent option(s). Prison=1; Fine=2;
Confiscation of the assets related to the infringement=3;Temporary closing of the business=4; Suspension and destitution from
public servants=5; Suspension or revocation of a business or professional license=6; Loss of concessions and possibilities of obtaining
subsidies=7; Indicate other penalties not included that might be considered important=8

1 2 3 4 5 6 7 8
Argentina (AFIP) X X X X
Bolivia (SIN) X X X X X X
Brazil (RFB) X X X
Chile (SII) X X X X X X
Colombia (DIAN) X X X X X
Costa Rica (DGT) X X
Dominican Rep. (DGIl) 1/ X X X X X X X
Ecuador (SRI) X X . X X m%rié%r%iS%,T%ifgfitggefggpﬁscoﬁon, suspension
El Salvador (DGII) X X X X X
Guatemala (SAT) 2/ X X X X X X
Honduras (DEI) X X X X
Mexico (SAT) X X X X x X X
Nicaragua (DGlI) X X X X  Administrative intervention of the business
Panama (DGI) X X X
Paraguay (SET) 3/ X X X
Peru (SUNAT) X X X
Uruguay (DGI) X X X

_______________________________________________________________________________________________________________|
1/ Prison fime applies only for tax crimes.

2/ The Tax Code specifies that the temporary closing of businesses granted by the judicial fribunal can be substituted with a fine
equivalent o 10% of the gross income declared by the infringer during the last monthly period precious to the imposition of the penalty.
However, this amount goes to the private funds of the judicial court.

3/ Fraud crimes described in the tax law don't include prison time. However, prison time penalizes the tax evasion regulated in the
Paraguayan penal code.
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72.  Are there criteria for adjusting penalties? 73. Does your TA. have the power to waive
] penalties?
YES NO |

Argentina (AFIP) X YES NO
Bolivia (SIN) X Argentina (AFIP) X
Brazil (RFB) X Bolivia (SIN) X
Chile (Sll) X Brazil (RFB) X
Colombia (DIAN) X Chile (SlI) X
Costa Rica (DGT) X Colombia (DIAN) X
Dominican Rep. (DGII) X Costa Rica (DGT) X
Ecuador (SRI) X Dominican Rep. (DGlI) X
El Salvador (DGII) X Ecuador (SRI) X
Guatemala (SAT) X El Salvador (DGII) X
Honduras (DEl) X Guatemala (SAT) X
Mexico (SAT) X Honduras (DEI) X
Nicaragua (DGI) X Mexico (SAT) X
Panama (DGI) X Nicaragua (DGI) X
Paraguay (SET) X Panama (DGI) X
Peru (SUNAT) X Paraguay (SET) X
Uruguay (DGI) X Peru (SUNAT) X

[ Uruguay (DGI) X




74.

Indicate the normative which grant this power.

Argentina (AFIP)
Bolivia (SIN)

Brazil (RFB)
Chile (SHl)
Colombia (DIAN)

Costa Rica (DGT)
Dominican Rep. (DGlI)

Ecuador (SRI)

El Salvador (DGCII)
Guatemala (SAT)
Honduras (DEI)
Mexico (SAT)
Nicaragua (DGlI)
Panama (DGI)

Paraguay (SET)
Peru (SUNAT)

Uruguay (DGCI)
I ———————.

Article 6 (Principle of legality reserved by law) of law 2492- Bolivian Tax code

Law N° 9430 of 1996, art. 44, and law N°9532, of 1997

Article 56 of TC (economic and penal interest) Article 106 of the TC (Fines) article 56 of
TC (Fines) powers of the Financial Service

Not applicable

The TC categorization stipulates: “Art. 54- remittal- Tax debts can only be remitted or
canceled by law, for the amount and with the requirements that the law determines.
Interests and fines resulting from tax obligations can be remitted by resolution of the
highest competent tax authority and when the legal requirements are fuffiled. So no
other institution intervenes, nor the Presidency.

Established in articles 74 and 146-B of the Tax Code of the Federation.
Law N°562 — Tax Code of the Republic of Nicaragua, in its article 128 and 129.

75.

76.

Indicate the number of emitted penalties
and their amount during 2006-2010. In case
there is no information for all the years,
please provide as much information as
possible.

PLEASE REFER TO STATISTICAL ANNEX.

For the year 2010 or the most recent data ,
indicate the number of sanctions and their
amount, specifying the details on type of

sanctions

PLEASE REFER TO STATISTICAL ANNEX.




77.
|

Indicate how interests on late payments are determined. If several rates are applied,please indicate them.

Argentina (AFIP)
Bolivia (SIN)

Brazil (RFB)

Chile (Sll)

Colombia (DIAN)

Costa Rica (DGT)

Dominican Rep. (DGII)

Ecuador (SRI)

El Salvador (DGII)

Guatemala (SAT)

Honduras (DEl)

By resolution of the State Secretary for Treasury, it can not exceed twice the rate of the National Bank of Argentina

In the current tax code there is no interest for late payment.

Interests for late payment are fixed monthly or by fraction of month, calculated in agreement with the monthly rate of the special system of
payment and custody (SELIC), with a minimum percentage of 1% per month.

Every tax or contribution unpaid in the legal fimeframe is affected by an interest rate of 1.5% per month or fraction of month of delay. The interest is
not applied if the delay is caused by the Internal Tax Service or Treasury Service.

Quarterly resolution on base of certification by the Superintendence of finances.

Article 57 of CNPT (Inferests charged to the subject): Without any action required by the TA., any payment made affer the term produces an
obligation of interest, along with the tax delbt. Through resolution, the T.A. fixes the interest rage, which must be equivalent to the average of the
active rates of the state banks for business credits, and can never exceed by more than ten points the basic rate fixed by the Central Bank of Costa
Rica. This resolution must be produced every six months, at least. Inferests must be calculated taking as reference the effective rates since the
moment when the tax had to be paid until its effective payment. These interests won't be cancelled, except in case of error by the administration.
Reformed by laws N°6999, 7535 and 7900. In addition to the interest charged for delay in payment, an additional fine of 1% by month or fraction of
month from the expiry of the time limit for payment. (Art 80 and 80.2 of the CNPT)

Article 27 of the Tax Code states as compensation for 30% interest above the effective rate of interest set by the Finance Board for each month or
part month of delay.

The tax obligation not paid in the time limits set by regulation cause an annual interest equivalent fo 1.5 times the rate of reference for ninety days
established by the Central Bank of Ecuador, since the date of expiry until the date of its extinction. This interest will be calculated based on the
interest rates of each quarterly period of default for each month of arrears without fractioning the months. A fraction of a month is counted as a full
month. This system of interest charges will also apply for all defaulted obligations generated by law to the benefit of the state, excluding the
financial institutions, as well as the non-compliances by employers with their obligations fo the Ecuadorian Social Security Institute.

The yearly interest for payment default comresponds, in article 1 of Legislative Decree N°720 of November 23, 1993, fo arate equivalent to the active
interest on credit rate applied by the financial system and, after sixty days of payment default, by four additional points. The interests are applied
by month or fraction of month.

Article 58 of the Tax Code dictates that interests in favor of the TA. will be calculated on the pending amount and will be equivalent fo the
maximum interest rate determined by the Tax Financial authority within the first 15 days of January and July of each year, in agreement with the
bank rate for active operations during the previous period. Article 92 of the Tax Code establishes that in case of delay in payment, for the amount
of the tax will be multiplied by a factor 0.0005 with the total number of days of default.

Not existing.



Mexico (SAT)

Nicaragua (DGl)

Panama (DGI)

Paraguay (SET)

Peru (SUNAT)

Uruguay (DGI)

When contributions are not covered on the date or within the time fixed by the tax provisions, the amount is updated from the month in which
payment should have been done and unfil the same is made, plus fees must be paid as a compensation to the Federal Treasure for failure to pay
on fime. The charges are calculated according to the amount of contributions or benefits updated for the period referred to in this paragraph, the
rafe that results from adding those applicable in each year for each of the months in the period of updating the confribution or use in question. The
surcharge rate for each month of delay will be the result of increasing by 50% the one fixed annually by the Federal Congress.

Surcharges will be pending for up to five years, except in the cases referred to in Article 67 of this Code, cases in which charges are pending cause
to be extinguished the powers of tax authorities to determine the contributions or uses omitted and accessories, and calculated on the total tax
credit, excluding charges themselves, the compensation referred to in the seventh paragraph of this arficle, implementation costs and fines for
violation of tax provisions.

In cases of tax obligations guaranteed by third parties, charges will calculated on base of the amount required and to the extent of the guarantee,
if not paid within the statutory period. When the payment was less than appropriate, charges will be calculated on the difference.

Interests are charged for each month or fraction of month that elapses from the date on which payment should have been done and until it is
made. When charges calculated by the taxpayer are below those determined by the tax office, it must accept the payment and shall require the
remainder.

The check received by the tax authorities to be presented on time and not paid will result in the payment of the check amount plus a compensa-
fion that will be always 20% of the value, and shall be required regardless of the other concepts present in this article. To this end, the authority will
require the drawer of the check so that, within three days, make payment along with the aforementioned compensation of 20%, or proves conclu-
sively, from documentary evidence, which was held on payment or that such payment is not made for reasons solely attributable to the lender.
Affer the prescribed period without obtaining payment or demonsirate any of the matters mentioned above, the tax authorities require and
charge the amount of the check, the compensation refered and other accessories to match, by implementing administrative procedure, without
prejudice of the responsibility if considered necessary.

If permission to pay in installments is obtained, the deferrals also generate charges. Arficle 8 of the Revenue Act of the Federation, provides that,
when the Code allow it, the rate charged for extension can be upgraded, the rate of surcharge will be 1 percent per month in the case of
installment payments in installments up to 12 months. In the case of installment payments in installments over 12 months to 24 months, the rate of
surcharge will be 1.25 per cent per month and 1.50%, in the case of payments over 24 months, as well as for deferred payment terms.

It is published in the Official Journal of the Federation by the Ministry of Finance

The penalty interest comresponds to 5% (five percent) per month or part month of delinquency, on the unpaid balance, which is cleared from the
date incurred in amears and the days that it lasted. In the case of the collector or retainer charge will apply a surcharge of 5% (five percent) per
month or fraction of months in arears on the unpaid balance. In the case of Income Tax (IR) failed to be paid by the taxpayer, a surcharge of 2.5%
(two and hallf percent) per month or part month in arrears on the unpaid balance. In no case, the accumulated charges referred to in this arficle
may exceed the equivalent of 50% (fifty percent) on the unpaid balance.

Section 1072A states that claims by the National Treasury shall bear interest arrears per month or fraction of month, starting from the date on which
the credit should have been paid and until terminated. The default interest shall be two (2) percentage points above the market reference rate
indicated annually by the Bank Superinfendence.

The penalty interest is fixed for each day of delay, in addition to the fine for default of payment. It is totaling an amount of 0.05% daily until the day
of the extinction of the obligation.

The default Interest Rate (TIM) is charged on the amount of tax not paid within the time limits specified in Article 29 of the Tax Code. SUNAT set the
TIM regarding taxes it administered or whose collection it was in charge, which shall not exceed 10% (ten percent) above the monthly active
average market rate in national curency (TAMN) published by the Superinfendence of Banking and Insurance the last working day of the previous
month.

The monthly surcharge, calculated daily, is prescribed by the Executive and shall not exceed by more than 10% (ten percent) the maximum rates
set by the Central Bank of Uruguay or, failing that, the rates of previous quarter's average market operations of concerted bank lending without
adjustment clause for ferms of less than one year.

Fees are currently set by Decree 274/008 of 09/06/2008 and are capitalized quarterly, and are calculated by increasing with 10% the last quarter of
the market average rate for large and medium enterprises issued by the BCU for cument operations bank credit in MN, concerted without
adjustment clause for ferms of less than one year.
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78. Indicate the interest on late payment 3.6. Tax crime
legally valid during 2006-2010. Indicate if 79. Is tax crime categorized in your legislation?

fhere are several. O
NO

-<
m
(3

PLEASE REFER TO STATISTICAL ANNEX. Argentina (AFIP)
Bolivia (SIN)
Brazil (RFB)
Chile (Sli)
Colombia (DIAN)
Costa Rica (DGT)
Dominican Rep. (DGII)
Ecuador (SRI)
El Salvador (DGI)
Guatemala (SAT)
Honduras (DEI)
Mexico (SAT)
Nicaragua (DGl)
Panama (DGI)
Paraguay (SET)
Peru (SUNAT)
Uruguay (DGI)
|

X X X X X X X X X X X X X X X X X




80. If your previous answer was affirmative, specify the law applicable to tax crimes.

N 81.
Argentina (AFIP) Act 24769 regulates tax crimes.

Is your T.A. in charge of the penal action?
|

Bolivia (SIN) Law N°2492 of August2, 2003 - Bolivian Tax Code. YES NO
Argentina (AFIP) X
Brazil (RFB) Law N°8137, of December 27, 1990 Bolivia (SIN) X
Article 97 CTN°s. 4, 5,8, 9,10, 12, 13, 16, 22, 23, 24, 25 and 26 Brazil (RFB) X
_Articles 100, 101, :
_Articles 30 section 5 Chile (S”.) X
Chile (Sll) _Art. 64 Law 16.271 on tax assigned by reason of death and live donation Colombia (DIAN) X
Art. 97 section six, Law Decree 824 of 1974 on revenue law. Costa Rica (DGT) X
Art. 27.2 section five Law Decree 825, of 1974 on tax on sales and services .
Dominican Rep. (DGII) X
Colombia (DIAN) Law 599 of 2000. Ecuador (SRI) X
: El Salvador (DGlI) X
. Chapter lll of the CNPT (Tax rules and procedure code) , articles from 89 to
Costa Rica (DGT) 98 Guatemala (SAT) X
” Honduras (DEl) X
Ao Dominican Tax Code, articles 232 to 245 and general rules of the Penal :
D Rep. (DGII
ominican Rep. (DGH) code and penal procedure code. Mexico (SAT) X
Art. 342 and followi f the Tax Cod d th tablished in other | Nicaragua (D] .
Ecuador (SRI) rt. and followings of the Tax Code an e established in other laws
such as special fraud cases. Panama (DGI) X
Paraguay (SET) X
El Salvador (DGII) Arficles 249, 249-A, 250, 250-A, 251, 283, 284, 285, 287 of the Penal Code. Peru (SUNAT) X
Decree of the Congress N° 17-73 (Penal Code) Uruguay (DGI) 1/ X

Guatemala (SAT)
Honduras (DEI)
Mexico (SAT)
Nicaragua (DGl)
Panama (DGI)

Paraguay (SET)

Tax Code and Penal Code
Chapter “Tax crimes” of article 92 to 115 of the Tax Code of the Federation
Penal Code.

Each fax has its category. The Income tax is regulated by article 752. The
VAT tax is regulated by the section 21 of the arficle 1057V.

Art. 261 of Paraguayan Penal Code(Law 1160/97)

Peru (SUNAT) Legislative Decree N°813 — Tax Penal Law, published on April 20, 1996
Article 110 Tax Code (Decree Law 14.306 of November 29 1974) regulates
the tax crime of fraud and the article 111 regulates the crime of public

Uruguay (DGl encouragement to not pay taxes.

Law Decree 15.294 of 23/6/1982 — art. 19 — Crime of appropriation of the
retention and collection agents.

denounced by the Director of the DGI.

1/ The Tox Fraud crime can be prosecuted only if
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82. Indicate the number of condemnatory 3.7 Revision of Administrative Actions
sentences during 2006-2010. In case there 83. Regarding ways to request administrative evaluations on tax matters review
is no information for all these years, please the options permitted in your country. A (Administrative procedure within
provide as much information as possible the T.A.), TF (Through Administrative Fiscal Court or similar), and TJ (Through

Justice courts or judicial procedure).
PLEASE REFER TO STATISTICAL ANNEX

>
—
=
—
=

Argentina (AFIP)
Bolivia (SIN)
Brazil (RFB)
Chile (SlI)
Colombia (DIAN)
Costa Rica (DGT)
Dominican Rep. (DGII)
Ecuador (SRI)
El Salvador (DGII) X
Guatemala (SAT)
Honduras (DEl)
Mexico (SAT) 1/
Nicaragua (DGI)
Panama (DGI)
Paraguay (SET)
Peru (SUNAT)
Uruguay (DGI) 2/
|

1/ The Tax court is the Fiscal and Administrative Federal Justice
court.

pas
X X X X

X X X X X X
< X
X X X X X X X X X X X X

X X X X X X X X
X X X X X X

X X X X

2/ The jurisdictional entity in charge of declaring the validity or
nullity of administrative acts is the Administrative Tribunal, which
by its structure is classified out of the judicial power, assimilated
to an additional power of the state.
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84. Regarding the authority which receives the 85. Isitnecessary to exhaust the administrative
administrative appeal that will be arbitrated evaluations (within the T.A. or through
in the T.A., check the corresponding option. administrative tax court) before using the
D (to the Department that issued the act), judicial way?

HS (to the hierarchic superior), IAE (to an
independent administrative entity).

YES NO
| Argentina (AFIP) X
D HS IAE Bolivia (SIN) X
Argentina (AFIP) X X X Brazil (RFB) X
BoIiv.io (SIN) Chile (Sll) X
Bcr:”Z'e' ‘(';Fl)B’ i Colombia (DIAN) X
Colombia (DIAN) X Costa Rica (DGT) X
Costa Rica (DGT) X X Dominican Rep. (DGCII) X
Dominican Rep. (DGCII) X Ecuador (SRI) X
Ecuador (SRI) X X El Salvador (DG“) X
El Salvador (DGII) Guatemala (SAT) X
Guatemala (SAT) X Honduras (DEI) X
Honduras (DEI) 1/ X X Mexico (SAT) X
Mexico (SAT) X X Nicaragua (DGlI) X
Nicaragua (DGlI) X Panama (DGI) X
Panama (DGl) X X X Paraguay (SET) X
Paraguay (SET) X Peru (SUNAT) 1/ X
Peru (SUNAT) X Uruguay (DGI) X
Uruguay (DGI) X X

|

1/ For the administrative claims it is necessary to
exhaust the administrative evaluations, while
through protective action to the judicial power it
is not necessary.

1/ In both cases the conclusive authority is the Minister
Director of the DEI.
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86. Do these administrative reviews
interrupt the T.As execution acts?

|
NO

—<
m
v

Argentina (AFIP)
Bolivia (SIN)

Brazil (RFB)

Chile (Sl)

Colombia (DIAN)
Costa Rica (DGT)
Dominican Rep. (DGII)
Ecuador (SRI)

El Salvador (DGII)
Guatemala (SAT)
Honduras (DEl)
Mexico (SAT)
Nicaragua (DGl)
Panama (DGI)
Paraguay (SET)

Peru (SUNAT)

Uruguay (DGI) 1/ X

1/ Nullity action to the Administrative court allows
the taxpayer to request the suspension of the
executive tax sentence.

X X X X X X X X X X X X X X X X




87.

Argentina (AFIP)
Bolivia (SIN)

Brazil (RFB)

Chile (Sll)

Colombia (DIAN)
Costa Rica (DGT)
Dominican Rep. (DGII)

Ecuador (SRI)

El Salvador (DGII)

Guatemala (SAT)
Honduras (DEl)
Mexico (SAT)
Nicaragua (DGl)
Panama (DGI)

Paraguay (SET)

Peru (SUNAT)

Uruguay (DGlI)

If your previous answer was positive, specify all the interrupted acts.
I~

Determination of tax and addendum, resolution of application of administrative penalties. Control
actions and infringements in issues of social security matters.

Disputed administrative resolutions, determinative resolutions, and resolutions on penalties.

Interrupt the calculated time of prescription. The 5 years terms for the credit prescription only starts after
the final verdict by the public Administration of the administrative review presented by the taxpayer.

As stated before, it interrupts the fax obligation process, which determination is then in administrative
review. According to law n°20322, by application of a new, gradually applied, administrative procedure
which will come in force in the whole territory in February 2013, the presentation of the mentioned
resource (now legally admitted) does not suspend the issuance of the tax payment.

All. The tax determination and the implementation of penalties which are disputed at government level
and demanded in litigation court, however don't affect their execution.

n.a.
The actions of determination of the tax obligation.

All administrative acts, except the one of closure.

The liquidation process of the defermined tax is interrupted and the charge fo the account of the
taxpayer who has appealed is suspended. In addition the disputed action is suspended and left as it was
initially at the time of the beginning of the control process.

Tax Administration resolution

Interrupts the payment of the adjustment
Actions in the administrative execution procedure (PAE) art. 145 of the Federation Tax code.

Upon request of the taxpayer, who must state it in the text of the appeal as the Tax code stipulates it,
regarding the contested resolution.

Collection action
The enforced collection doesn’t take place while it is disputed.
The appeals launched within the timeframe, in the T.A. administrative procedure as well as in the tax

court procedure, suspend the debt collection, while the judicial procedure doesn't suspend the
collection except if the judicial court orders a protective measure.



- 154 STATE OF THE TAX ADMINISTRATION IN LATIN' AMERICA: 2006-2010

88. Is it necessary to deliver payment before 89. If your previous answer was negafive,
appealing via administrative procedures? specify if a guarantee on the debft is
I —— required.

YES NO
Argentina (AFIP) X [
Bolivia (SIN) X YES NO
Brazil (RFB) X Argentina (AFIP) X
Chile (SIl) X Bolivia (SIN) X
Colombia (DIAN) X Brazil (RFB) X
Costa Rica (DGT) X Chile (Sll) X
Dominican Rep. (DGII) X Colombia (DIAN) X
Ecuador (SRI) X Costa Rica (DGT) X
El Salvador (DGII) X Dominican Rep. (DGII) X
Guatemala (SAT) X Ecuador (SRI) X
Honduras (DEI) X El Salvador (DGII) X
Mexico (SAT) X Guatemala (SAT) X
Nicaragua (DGI) X Honduras (DEl) X
Panama (DGI) X Mexico (SAT) X
Paraguay (SET) X Nicaragua (DGl) X
Peru (SUNAT) 1/ X Panama (DGI) X
Uruguay (DGI) X Paraguay (SET) X
[T ———— e BUnAY .
! re(ju%?’?/ergefgrZrefe?rr?iféznocc]’rlig?ws?c?wg%g feor(r]cnlﬁ Uruguay (DGI) A

actions, if the appeal is presented in due time. |
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90. Does the concept of “positive
slence” apply in the case that the T.A.
does not comply with the established
deadlines for resolving appeals?

YES NO
Argentina (AFIP) X
Bolivia (SIN) X
Brazil (RFB) X
Chile (ShI) X
Colombia (DIAN) X
Costa Rica (DGT) X
Dominican Rep. (DGII) X
Ecuador (SRI) X
El Salvador (DGI) X
Guatemala (SAT) X
Honduras (DEl) X
Mexico (SAT) X
Nicaragua (DGI) X
Panama (DGI) X
Paraguay (SET) X
Peru (SUNAT) 1/ X
Uruguay (DGlI) X

1/ What applies is a negative silence, while the
resolution denying the claim is processed.




91. Indicate which judicial authorities are competent for tax-related judicial claims.
I —————————

Argentina (AFIP)

Bolivia (SIN)

Brazil (RFB)

Chile (Sll) 1/
Colombia (DIAN)

Costa Rica (DGT)

Dominican Rep. (DGI)

Ecuador (SRI)
El Salvador (DGII)

Guatemala (SAT)
Honduras (DEI)
Mexico (SAT)

Nicaragua (DGl)
Panama (DGI)

Paraguay (SET)

Peru (SUNAT)

Uruguay (DGI)

National Taxes. Claims to Federal courts, (First instance), appeal court, national congress, Supreme Court of the nation (exfraordinary
recourse) National Tax: Claim to the Federal Court (1st instance), Court of Appeals. Chamber, Supreme Court of Justice's Office
(Extraordinary Appeal).

Social security claims: Federal Social Security Chamber, Supreme Court of Justice's Office (Extraordinary Appeal). National Taxes.
Claims to Federal courts, (First Instance), appeal court, national congress, Supreme Court of the nation (extraordinary recourse)

Does not exist.
To allinstances

In Chile there are to regimes, depending on the territory of the claim. In regions XVIII, I, II, lll, IV, VII, IX, XI and XII, the Tax and Customs
court in competent. IN regions , V, VI, VIII, X, XI, Xl and XVII, the Regional Director in his quality of jurisdictional court.

Court and State council, depending on the case

The administrative court and the civil financial court will be administered by the following entities:
a) Administrative courts and civil finance courts.

b) Administrative and appeal courts.

c) Administrative and finances supreme court

d) The First chamber of the supreme court.

Administrative Court, Supreme Administrative Court and Criminal Courts (only for tax crimes)

To the district tax courts and to the national court of justice, constitutional judges and constitutional court.
Administratfive section of the constitutional court, both of the supreme court of justice of El Salvador.
Economic courts and penal courts

Administrative court, fiscal administrative court, administrative appeal court and supreme court.

Circuit courts of the judicial power of the Federation (constitutional protection recourse)

By way of protective (amparo) lawsuit, o the constitutional section of the supreme court, is the general rule. As exception it is
possible to use the administrative action which is presented to the administrative court of the supreme court of justice.

Once the administrative reviews are exhausted.
In the administrative instance, the taxpayer has 18 days from the resolution of administrative reconsideration to proceed judicially.

Contentious Administrative Claims are filed to:

1. Administrative Court of the Superior Court of Justice of Lima.

2. Civil Courts (Inside the country)

3. Temporary Civil Chamber of the Supreme Court.

4. Chamber of Constitutional Law and Social Justice Supreme Court of the Republic.
The writ of protection (amparo) is filed in the courts, to:

1. Constitutional court

2. Civil Court

To analyze the validity of administrative actions, once the administrative reviews have been exhausted, the Administrative Appeal
Court is competent. Exceptions can be opposed (defenses) in the judgments executed by the administration, with right to double
instance and including the viability of raising the case in a later trial. For

Damages claims, a fast judicial procedure with possibility of second hearing and including a third hearing (to the Supreme Court of
Justice), as long as the requirements are met.

1/ The regime of the Tax and Customs Court shall be definitive from 2013 for all regions. The second instance is the Court of Appeals and the Supreme Court



3.8 Additional comments

92. If considered appropriate, indicate any additional explanation concerning the answers submitted in this sectfion about the tax legal

framework

Argentina (AFIP)

Bolivia (SIN)

Brazil (RFB)
Chile (SlI)

Colombia (DIAN)

Costa Rica (DGT)

Dominican Rep. (DGII)

Ecuador (SRI)

Question 76: The referred penalties are only those that apply the General Tax Directorate (DGl).

Question 79: The referred penalties are only to those that apply General Tax Directorate (DGI). The table does not include formal
sanctions applied by the operating area (agencies AFIP - DGI) for not having data. Source of data: Management Control System,
Memo 10 Fisca, Annex 4 — Production of formal Summaries, SEFI - Consultation of material Summaries .

Question 80: Fines and closures are only applied by the General Tax Directorate (DGI). The table does not include formal penalties
applied by Agency for not having data. Source of data: Management Control System, Memo 10 Fisca, Annex 4 - Formal Production
Summairies, SEFI - Consultation Summaries Materials; System Relevant Actions, Closures made effective.

There is no complaint procedures, since there are appeal and cassation procedures.

Question 79: According to what is stated in Article 637 of the E.T. sanctions may be imposed by separate resolutions or official
settlements. Based on consultation in the program GESTOR (601) on the application of the resolutions handed down over the years,
the amount of sanctions imposed and the value of penalties accepted by taxpayers with the Division of Payment Management
were indicated. Additionally, the official screening assessments (501) was consulted to quantify the value of the sanctions imposed
by the administrative act, establishing the difference between the value paid by the T.A. and the value recorded by the taxpayer
in private settlement.

In relation to section 3.7 it should be noted that the Tax Dominican legal system has a tax administrative procedure and the court
procedure with the Administrative Law Court (First Instance), the Supreme Administrative Court (Appeal) and the Supreme Court of
Justice (supreme Court). The ordinary criminal courts are entitled to know the tax offenses. In early 2011, there were 7.477 cases in
appeals for reconsideration, corresponding to 735 taxpayers. Of these, 57% correspond to companies and the others are individuals.
Also there were 85 cases in confentious appeals, of which 95% are societies.

Question 79: In 2010 priority was given o information and prevention from enforcement or penalty, which is why there was a decrea-
se in the number of penalties applied.

Question 80: The conditional suspension of prosecution is a constitutional option that suspends the prosecution and punishment of
imprisonment if certain conditions are met, which may include community work, among other social service options. The figure for
"Confiscatfion of material effects object of the infringement" corresponds to provisional seizures in different stages under the
procedure (removal, abandonment, donation, destruction or auction). The legal control of goods available fo the IRS is temporary
or permanent seizure. It has no powers of confiscation.

Questions 91, 92 and 95: Special appeal review has no suspensive effect or cause the positive administrative silence in favor of the
taxpayer.



El Salvador (DGII)

Guatemala (SAT)

Honduras (DEl)

Mexico (SAT)

Nicaragua (DGl)
Panama (DGI)
Paraguay (SET)

Peru (SUNAT)

Uruguay (DGI)

In relation fo question 87, here are some clarifications:

The judgments have been obtained, a personal condemnation of the legal representative of the taxpayer processed, so he was
sentenced to 3 years, which was replaced by community service. The second was a conciliation process and the subject provided
real estate property in payment, and the last taxpayer was condemned to 7 years in prison for the crime of money laundering
because it was proved prior to the offense of Tax Evasion.

It should be noted that the cases decided were reported to the Attorney General's Office in 2007, so there are cases that were
reported in the same year and that have not yet reached this stage of judgment.

Itisimportant to note that the Salvadoran criminal legislation in this type of crime, the figure includes Excuse acquittal (Art. 252 Penal
Code), so there are several cases of those sent to the prosecutor that have not been to courts because taxpayers have decided to
pay the tax before determination

Question 80: The Tax Code defines that the temporary closure of companies or businesses granted by the Judicial Tribunal can be
replaced by a fine equivalent to 10% on gross income declared by the fransgressor in the last month preceding the imposition of the
penalty. However, this amount is transferred to the private funds of the judiciary

There is a significative failure in the administrative collection system, to demand payment in late payments to the Taxpayer, since th