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Vientiane Capital, June 13, 2018

Preface

The objective of the Tax Strategic Development Plan (TSDP), 2018-2020 is
to strengthen the tax administration, to enhance the effectiveness of reve-
nue collection, to establish sustainable revenue base, to modernige the tax
administration and to enable regional and international integration. This
development plan has also the objective to realige the vision up to 2030, the
National Socio-economic Development Plan up to 2025, and the 8th National
Socio-economic Development Plan, 2016-2020.

The TSDP specifies clear road maps and strategic focuses for tax
administration activities in the next 3 years to modernizge the tax adminis-
tration and to contribute to realigation of the Public Finance Development
Strategy (PFDS). Meanwhile, the plan also has the intention to ensure the
increase in revenue collection to arrive at the level of 16-18% of GDP.

The TSDP has the important role in establishing strong and neces-
sary foundations to support modernigation efforts for the tax administration.
The main obligations are to improve taxpayer service, revenue collection in
fair manners in compliance with the laws to be able to support national bud-
gets and thus contributing to national development efforts and to support
economic growth.

The strategic plan highlights our 4 strategic goals: (1) Strengthen
Legislative Framework (2) Improve Revenue Collection (3) Modernige Tax
Administration and (4) Build Staff and Institutional Capacity. The plan pro-
vides the priority strategies with focus on 11 strategic objectives in the years
ahead. The strategies will affect all parts of the Lao PDR tax administration.

Vientiane Capital,
Director General of Tax Department

Tax Strategic Development Plan 2018-2020
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Tax Strategic Development Plan 2018-2020 defines detailed tasks
of Tax Administration in contributing to the Public Finance Reform Strate-
gy to support its implementation to achieve Vision 2030, Social-Economic
Development Strategy 2025 and the VIII National Socio-Economic Develop-
ment Plan (2016-2020 ).

The overarching goal of Vision 2030 and Public Finance Development
Strategy 2025 is to rectify the foundation for Public Finance Management,
to ensure macro-economic sustainability, to explore the revenue potential to
support the implementation of National Socio-economic Development Plan
and to create favorable conditions for Lao PDR to graduate from the status
of the Least Developed Countries by 2020.

Tax Strategic Development Plan clearly spells out direction focus for
the tasks of Tax Administration in the next 3 years in order to modernige the
Tax Administration and contribute to implement the Public Finance Devel-
opment Strategy. This Plan also identifies approach to ensure the needs for
changes in the future of Tax Administration and ensure that the Tax revenue
collection will be increased at the level of 16-18% in GDP, as well as to support
the macro-fiscal objectives of the Government.
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Tax Strategic Development Plan plays vital role to formulate robust
and required foundations in support of moderniging Tax Administration. The
main mission aims to improve timely taxpayer services, fairly collect revenue
and comply with laws to support budgetary-revenue streams for national
building and development and economic growth. It is expected that this Tax
Strategic Development Plan 2018-2020 will support the above-mentioned
missions.

Tax Strategic Development Plan focuses on 4 development pro-
grams: (1) Strengthen legal framework, (2) Improve Revenue Collection, (3)
Modernige Tax Administration and (4) Build Staff and Institutional Capacity.
In this Plan, there are targeted tasks and prioritiged subprograms, which will
be implemented in the next few years. These development programs will be
beneficial to various functions of Tax Administration. However, In the future,
it must be assured that all tax officials understand the overall directions of
the developmental works and all stakeholders need to contribute proactively
so that this Plan will be realiged aiming to increase budgetary revenue in a
robust and stable manner to support national development and economic
growth in Lao PDR.
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Part ll: Tax Performance in the Past Years

2.1 Overal background

In the last 5 years (2011-2015), Tax Administration has paid
close attention to budgetary revenue collection to comply with periodical
Socio-economic Development Plan and Budget Plan, contributed significant-
ly for funding mobiligation into economic development so that it enjoys con-
tinued growth. As reflected in the past 5 years (2011-2015) Tax Administra-
tion could collect total revenue of 41.869,7 Billion Lao Kip, about 96.32% of
the planned targets, on average equal to 10.3 % of GDP.

From fiscal year 2011/12, Tax revenue has increased from 6,531.8
Billion Kip to 9,694.1 Billion Kip in 2014/15, 48,4% increase, the primary
source of tax revenue increase is VAT, from 1.824,2 Billion Kip in 2011/12 to
3.042,7 Billion Kip in 2014/15 (almost double) and Excise Tax has increased
from 1.053,4 Billion Kip in 2011/12 to 1.689,9 Billion Kip, 60,4% increase in
the 4-year period. However, in fiscal year 2015/16, only 9,711.5 billion Kip
of tax revenue could be collected, because the tax revenue collections for
the past few years was performed while the regional and global economic
situations are not certain and confronted with several challenges such as:
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declining price of mineral and oils in the world market. At the same time,
some approved measures by the Government at the beginning of the fiscal
year had not been implemented or experienced delay in its approval, such
as: Presidential Decree on Excise Tax for car, luxury goods, natural resources
exploitation fee (loyalty fee) and others which affected revenue collection for
Lao PDR.

However, in the past years, Tax Administration has improved the
working mechanism and revenue collection system to be more comprehen-
sive, speedy and transparent by utiliging the IT system, modern tools such
as revenue collection through banking system like (Smart Tax, Easy Tax and
others) to faciliate the enterpreneurs. At the same time, there is improve-
ment in the area of decentralized management of the business units between
Central and local level, provincial and district to be more accurate, in ad-
dition to conducting survey of small enterprises in collaboration with local
administration and relevant stakeholders to collect records/statistical data
and to determine appropriate base for presumptive tax to ensure sufficient
timely revenue collection that comply with laws and regulations.

Meanwhile, a number of legislation has been developed and revised
as the instruments for managing correct, sufficient and fair tax revenue col-
lections, for instance, the VAT Law has been revised, the profit tax rate has
been changed from 35% to 24% as the policy incentive to stimulate and at-
tract both domestic and foreign investors so that the economy will be grow-
ing further; At the same time, the self-assessment system has been devel-
oped for enterprises considered to be medium and large taxpayers on the
basis of using invoices, holding proper accounting, and accounting summary
and report each year; to register and include small enterprises who do not
hold proper accounting and under the lump sum tax system to use invoice
and use basic accounting as required by the laws and regulations gradually.

Pay attention to enact and revise a number of subsidiary legisla-
tion to elaborate the meaning of existing General Tax Law into details and
be the basis for practical implementation, such as: Presidential Decree on
Road Fee, No: 001/President and Ministerial Implementation Instruction
for the Presedential Decree on Road Fee, No:0077/MoF, the Ministerial In-
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struction governing the management and utilizgation Invoice issued by the
POS device, No: 1178/MoF, Decision on the Management and Usage of POS,
No: 1179/MoF, Additional Instruction on Simplified Input VAT, No: 4170/MoF,
some regulatory and Technical Manuals. In addition, different enforcement
methods have been applied and elaborated such as organiging the Dissemi-
nation Workshops to inform general public about relevant laws and regula-
tions, convened targeted seminars for various stakeholders at central and
local level, organised the public relations so that all businesses, sectors and
civil organisations be involved. As well as broadcasting through media such
as: newspaper, television, websites, radio and others.

Institutional strengthening based on centraligation of tax adminis-
tration direction, in which the Ministerial Decree on the Organigation and Ac-
tivities of Tax Department has been concluded. In addition, several conditions
have been prepared to improve the operations and enhancing the quality of
staff in collaboration with Finance and Economic Institute and International
Development Partners for developing curriculum, textbooks and organised
tax-related training as well as deploying personnel to various job-positions
at Tax Department and Vientiane Capital/Provincial Tax Offices and District
Tax Offices.

The development for systematic modernigation of Tax RIS project
has divided into 2 main components, such as: Software development for
administering the tax operations and the development and formulation of
integrated data centre for managing tax administration which will officially
launched in the beginning of 2019.

2.2 Strengths:

Since the last 5 years, Tax Administration has strengthened its po-
litical, institutional and personnel aspects from central to local level, revised
laws and other legislation to facilitate the revenue collection that enable
gradual and transparent modernigation of revenue management, reduce
loopholes, restrict leakages and other malpractice that can be concluded as
follows:
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1. Close, indepth and appropriate supervision from Ministry of Finance's
Party Committee, Tax Department’s Party Committee, which are the
push factors for the performance of Tax officials to be successful, as
well as to raise tax staff's awareness to strictly comply with the laws
and regulations.

2. Educate-edify the personnel to absorb political value and firm revolu-
tionary quality, possess professional/technical capacity and enhance
the innovative ideas, be brave to think and act, be brave to take re-
sponsibility by Tax officers at different levels, which are critical foun-
dation for the staff to perform effectively and efficiently, pay atten-
tion to improve institutional settings, rotate and deploy staff so that
it is suitable with their technical knowledge and professional capacity.

3. Completed the training on Value Added Tax, accounting audit, land tax
revenue collection, Training of Trainers for VAT and disseminated in-
formation to the businesses on tax related matters and VAT at both
central and local level. Continue to organise training on management
and use of specific invoices issued by POS devices for the staff of Tax
Department, Vientiane Capital Tax Office and the enterprises.

4, Revenue Self-declaration process by electronic banking increased in
which it has been disseminated to the enterprises in the TMIS sys-
tem in Vientiane Capital, 6 other provinces and 4 districts of Vientiane
Capital to to self-declare the tax payment as defined by the Law and
encourage tax payment via Easy Tax system, so that the self-declara-
tion of tax will be increased from the previous year, that covers more
than 50% of the enterprises in the TMIS system; at the same time, the
land title management has been developed and improved by computer
which have been piloted in 6 villages of 2 districts and 2 provinces,
in which the basic data on land inventory could be collected and the
database has been compiled especially the data collected from other
sectors. Land Revenue Management Collection System (Land Tax), the
immediate plan is to collaborate with commercial banks who provide
service to develop the collection system and mechanism which will be
used in 2018.
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Continue to expand the POS Installation under LGCRS Project as in
2017, the installation has started in Vientiane Capital since June 2017
and several POS has been installed and relevant legislation have been
enforced, the target sectors include hotel, guesthouse, restaurant and
entertainment. The monitoring results of installing such devices re-
veals that enterprises holding proper accounting and filing based on
TMIS, their tax filing amount for various tax types are close to actu-
al payment. While for the taxpayers who have very basic accounting
practice and in the presumptive tax regime have clear variance from
reality if comparing to lump sum tax payment based on the revenue
data collection from the POS, it is shown that there are more taxes to
be paid more once the secondary legislation has been issued, such as:
the Implementation Decree for VAT; Notice to collect VAT from selling
vehicles by using transaction value; Notice to collect Tax from domes-
tic and international transport, Decision on Registering the Ware-
house Inventory for Fuel Distribution, Instruction for Tax Collection
from Private Education Business.

Transforming the Road Fee through the Banking System. Develop the
import database linkage with ASYCUDA of Customs Administration to
collect the import-export data of various companies to manage cor-
rect tax collection.

Cooperation Activities with both domestic and international organiga-
tion to attract assistance, such as:

Cooperate with IMF to help writing the Accounting Audit Manual, In-
ternal Inspection within Tax Administration, Filing-payment and Fil-
ing-payment audit (03 volumes), prepare report on revenue collection
management and revenue collection management analysis, support
tax modernigation and identify future direction for Lao PDR;

IFC has helped developing the Manual on Lump Sum Tax Collection,
training of trainers for tax officers and tried to disseminate such ac-
tivities, developed Manual for Managing Lump Sum Tax Collection and
piloted its application in 02 districts;

The World Bank has provided technical support to consider drafting
the VAT Implementation Instruction;
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JICA has provided technical support in improving fiscal policy status
and revenue collection of Lao PDR ;

Bilateral cooperation between Tax Department of Lao PDR and the
General Tax Department of Vietnam;

Cooperate with other International Organigation to prepare the condi-
tions for modernigation of tax, be able to attend 17 training and semi-
nars in tax-related subjects.

2.3 Shortcomings

Despite the strengths and achievements of the duties as assigned

by the government, but if compared with the needs in the national socio-eco-
nomic development, there have been limitations and shortcomings to effec-
tively manage and mobilige revenues, which can be the areas for improve-
ment as follows:

1.

The political ideology trainings for staff have not been organiged in
continuous and broad coverage manner. Some staff have not paid at-
tention in their political accountability; some staff have stereo-type
thinking; some are negligent to their duties, resistant to change; some
are reluctant to assume new assignments, which lead to the problem
of imbalance of staffing in terms of numbers;

The centraligation efforts have not followed the directions and prin-
ciples of the three-build initiatives, in particular at the provincial and
Vientiane capital levels. The centraligation efforts at the district level
have not yet been implemented. There have been difficulties in staff
rotation and deployment at this level and other issues concerning
staffing matters;

The follow up visits by some party units have not been carried out on
regular basis to monitor the working principles, the monthly meeting
and reporting mechanisms. This has caused some issues that some
party units are not strictly following the rules and working principles
of the party which remain as issues to be further improved,;
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10.

Human resource development is not carried out in parallel with oth-
er activities such as theoretical trainings, upgrading of political and
technical knowledge. As a result, a number of staff, especially at the
local level, or some staff at the central level, still stick to the old and
traditional ways in carrying out their duties, which do not catch up
with the changing environment in the new era;

The staffs in the tax administration do not fully understand the laws
and regulations and they are not able to fully apply the knowledge in
legislation in their duties. Some staff have limited knowledge and this
an obstacle for them to work effectively;

The internal supervision and inspection works within the party com-
nmittee of the TD have not carried out on regular basis. In many occa-
sions, the TD still has to rely on the collaboration with other stakehold-
ers to conduct inspections in certain situations;

There has been slowness in problem solving, in particular to take dis-
ciplinary actions against some party members at the local levels;

Revenue target setting was not based on the real capacity and actual
information. It was set by following the macro economic growth, not
following technical principles;

Some fees and technical revenues are not centraliged; tax exemption
is not compliance with the laws and regulations; the effectiveness re-
mains low in expanding VAT base to register the taxpayers whose an-
nual turnovers are 400 million Kip or more and the accounting keeping
and the use of tax invoices are not properly organiged. This leads to in-
complete amounts of revenue collected with problems of revenue leak-
age; the capacity of staff remains limited in conducting audits and
in revenue collection management when dealing with multi-national
businesses, in particular, in the mining sector and in the large taxpayer
segment;

The legislation dissemination does not reach a broader coverage mak-
ing revenue collection management difficult; the use of modern tech-
nology for revenue collection management is at the preparatory and
initial stages as the technology is being used only at the Headquarters
and in some large provinces;

Tax Strategic Development Plan 2018-2020




11. Revenue collection mechanisms systems have not been improved ac-
cordingly. Some legislations are not responsive to address the needs
in the new era leaving gaps to officers and taxpayers to take advan-
tage in the wrong ways;

In summary, despite strengthening efforts in the tax administration
and a lot of achievements made so far, there are more work to do to meet the
needs in the national socio-economic development while there are limitations
and challenges which have to be solved to meet the needs and to fulfil the
duty in revenue collection management and to mobilige more funds. The tax
revenue collection effectiveness is not high. There is the problem of violations
to financial disciplines. The tax revenue collection and management mecha-
nisms are ineffective with no technical principles being used. The utilization
of moderniged tools has not been systematic and often encountered with
slowness. The studies in policies and measures to establish strong revenue
base are done in slow pace. A number of staffs have not changed their mind-
sets but continue to work in the old fashions which they are familiar with
and this can lead to violation of financial disciplines. The staffs of the tax
administration, in particular, at the local levels have not had their technical
knowledge upgraded in on-going manners.

2.4 Lessons Learnt

The aspects of implementation, strengthens and shortcomings in
the past can be summarizged as lessons learnt as follows:

1. Creation of comprehensive legislative frameworks reflecting actual
economic development situations is important and necessary to pro-
vide the tools for effective revenue collection;

2. Improving management mechanisms within the tax administration to
effectively focus on the implementation of the TSDP with clear goals
and focus areas will lead the tax administration to stronger positions;

3. Modernigation of tax administration is a necessary and important
step to ensure transparency in revenue collection management and
to reduce complaints from the general public concerning duty perfor-
mance by the tax authorities;
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Capacity building for tax officers, in particular on technical aspects in
tax administration, ethics and political and ideological attitudes with-
in the tax administration is an important factor for successful fulfil-
ment of taxation duties;

Staff rotation in appropriate manners with consideration of technical
knowledge and capacity is a key to successful achievements in per-
forming the duties.
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Tax Strategic Development Plan
for the Period of 2018 - 2020

PART lII:

31 Objectives and Goals

The Tax Strategic Development Plan (TSDP) for the period of 2018-
2020 has the main objectives and goals of the tax administration for the
next 3 years in which the tax administration will continue to face with many
challenges including the need to increase the effectiveness in revenue col-
lection to meet the expenditures of the state and the needs in the national
socio-economic development activities in different periods. Inthe next2 - 3
years, the situations, in which the tax administration will implement its ac-
tivities, will change in many aspects with complexities. There will be chal-
lenges for which the tax administration has to make adaptations to reflect
different situations. Therefore, there is the need to identify the objectives
and goals as priorities of the TSDP for the period of 2018-2020 as follows:

311 Objectives

1. To ensure the revenue collection to increase reflecting the pace of eco-
nomic development in different periods and to support the revenue
collection to increase up to the level of 16-18% of GDP, and to contrib-
ute to meeting the financial objectives of the government at the macro
level;

2. To ensure that the legislations in the areas of tax administration are
improved to reflect the changing environments and regional and inter-
national requirements and the legislations shall be the tools for the tax
administration to achieve revenue collection targets;

3. To modernige the tax administration in different steps to ensure trans-
parency in revenue collection management.
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31.2 Goals

1. Legislation and law enforcement, in particular for the management of
large and medium taxpayers to increase filing and payment compli-
ance by taxpayers;

2. The need to modernizge the tax administration to support the macro
level objectives to make Lao PDR a middle income country in the next
10 - 15 years and to modernige revenue collection, to get the enter-
prises who are not in the tax administration system to be adminis-
tered and registered, to address the revenue leakage due to tax eva-
sion and to address the weaknesses in legislations;

3. The tax administration is given the revenue targets by the National
Assembly with increase on annual basis. In contrary, in the fiscal pe-
riods from 2011 tO 2015 revenue collection targets were not met de-
spite the fact that the national economies continue to grow. The tax
administration has to encounter with the revenue collection targets
which increase every year. The revenue collection during the period of
2011-2015 grew at the slow pace while the country’s economic growth
continued to maintain its momentumn;

4, The existing ICT system does not meet the needs in modernigation
of the tax administration. Many main activities are still dependent
on manual records or stand-alone functions, such as registration, fil-
ing processing, taxpayers profile maintaining and accounting record
keeping and records of revenue compliance status of taxpayers, pay-
ment processing and revenue management reporting;

5. The capacity and experience of tax officers is limited. Thus, there is
the need to modernige the tax administration.
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3.2 Contents of TSDP, 2018-2020

The Strategic Plan 2018-20 provides direction on the achievement
of our mission and vision over the next three years. It emphasiges the eleven
(11) strategic objectives to achieve the four (4) strategic goals of strengthen-
ing the legislative framework, improving revenue collection, moderniging tax
administration and building staff and institutional capacity.

The TD identifies its mission, vision and values as reference.

Mission Vision Values

Provide taxpayer ser-
vices in a timely man-
ner and collect revenue
fairly in accordance
with the law to support
nation building and
economic growth

We are a reliable tax
administration with

a high level of integrity
and impartiality

Integrity
Transparency
Openness
Good partners
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Strategic Goals

Four strategic goals set the direction for investments in building the effec-
tiveness and operation of our tax administration over the period 2018 to
2020, including 11 strategic objectives.

To achieve our strategic goals we have identified 11 strategic objectives as
in the following diagram.

Strengthen Improve Modernige Tax Build Staff and
Legislative Revenue Administration Institutional
Framework Collection Capacity
Review Strengthen Improve use Grow the
existing Compliance of technology capacity and
legislation skills of our
qnd Consolidate Strengthen staff
contribute to Management Headquarters
the drafting of Large
of new tax
e Taxpayers Implement
Broaden VAT . Enhan’ce . M.uTlsterlalh
implementation lnternqtlo.nal ects.lon .on the
cooperation organigation and
Improve Strengthen activities of the
Taxpayer internal controls Tax
Services and integrity Department
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3.21 Strategic Goal 1: Strengthen Legislative Framework

3.211 Goal:

The laws of the TD need to be improved to reflect the need in tax
administration and to support the objectives of macro level economy. The
TD will work in collaboration with the Department of Fiscal Policy and Legis-

lation to improve, establish and implement the legislations.

3.21.2 Strategic Objectives:

Review existing legislation and contribute to the drafting of new tax laws

contribute to the
drafting of new
tax laws

the PFM related
legal framework
and alignment

Tax Department | Strengthen Legis- Public Finance PFDS Goal
Strategic Goal1 | lative Framework Development
Strategy (PFDS)
to 2025
Strategic Review existing Sub strategy 8 - Improvement of
Objective 1.1 legislation and Strengthening of | the fiscal regime

according to the
Party and Govern-
ment guidance;

with current
context

Improve invest-
ment promotion
laws

The legislative framework that supports the collection of taxes in the Lao
PDR requires a review, and in some cases new laws, to ensure that our
macro-economic objective of increasing the tax to GDP ratio can grow to
16-18%. The TD will provide input to the Department of Fiscal Policy and
Legislation to assist the process of ensuring the Lao PDR has contemporary
tax legislation.
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As new legislation is developed and enacted we will ensure effective
implementation including taxpayer awareness campaigns and informational
material to assist taxpayers to understand their obligations so they can

comply.

Strategy

2018

2019

2020

1.1.1 Review and update VAT Law

1.1.2 Review and update General Tax Law

1.1.3 Review and update Presidential Decree on
Land Tax

1.1.4 Review and update Decree on Invoice

1.1.5 Develop Decree on Tax Identification Number
(TIN)

\/

1.1.6 Review remaining regulations to identify
further amendments

1.1.7 Contribute to the drafting of the new Envi-
ronment Tax law

1.1.8 Contribute to the drafting of the new Income
Tax law and Excise Tax Law

1.1.9 Contribute to the drafting of the new Proper-
ty Tax law

1.1.10 Develop instructions, regulations and man-
uals to provide guidance on the new laws, amend-
ed legislation and Presidential Decrees

\/
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3.2.2 Strategic Goal 2: Improve Revenue Collection
3.2.21 Goals

Increase effectiveness in revenue collection based on relevant laws as clear
priority to support the goal of increasing the ratio of tax revenue GDP.

3.2.2.2 Strategic Objective

Strengthen revenue collection compliance

Tax Improve Public Finance PFDS Goal

Department | Revenue Development

Strategic Collection Strategy (PFDS) to

Goal 2 2025

Strategic Strengthen Sub strategy 2 - Maximize

Objective 21 | compliance Revenue policy and revenue
resource mobilization | collection;
to maximizge revenue | efficient revenue
collection collection

The role of the tax administration in a self-assessment environment
is to assist taxpayers to understand their obligations and to take action
against non-compliers—particularly those exhibiting the highest revenue
risks.

Currently there are relatively low levels of filing compliance and lim-
ited audit coverage of the largest taxpayers under the central level control.

There will be strengthened focus on the core business functions of
the tax administration to improve the overall levels of taxpayer compliance
with a specific focus on compliance with filing and payment obligations and
the accuracy of reporting of tax liabilities.

The tax administration will take steps to deter non-compliance and
take consistent action to treat specific areas of non-compliance. Progres-
sively we will improve the allocation of resources to those activities that have
the biggest impact on compliance and revenue collection.
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The tax administration will also strengthen the audit program and
adopt international practices and techniques to effectively increase the risk
of detection of noncompliance.

The tax administration will strengthen our focus on the provision of
taxpayer services and ensure that taxpayers have the information and sup-
port they need to meet their tax obligations including through the website
and outreach programs.

Strategy 2018 | 2019 | 2020
2.1 Strengthen filing and payment compliance
of large and medium taxpayers; redeploy staff
from lower priority work to apply the enforcement

A\

measures outlined in the law and various operating
manuals

2.1.2 Explore the process and requirements to
develop formal instruments to access additional
third party data at the government level and with
financial institutions, domestically and internationally

\

2.1.3 Utilige third party data to verify the accuracy
of information provided in returns filed by taxpayers.

\/

2.1.4 Progress work to determine the causes of
discrepancies between Industry and Commerce and

Y

TD registration statistics and develop strategies to
address major discrepancies

\ 4

2.1.5 Review and revise the audit program and the
audit manual consistent with relevant international
practice (based on risk) to strengthen audit coverage
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Consolidate management of large taxpayers

Tax Improve Public Finance PFDS Goal

Department Revenue Development

Strategic Collection Strategy (PFDS)

Goal 2 to 2025

Strategic Consolidate Sub strategy 2 - Maximize

Objective 2.2 | management of | Revenue policy and | revenue

large taxpayers | resource mobiliza- collection;

tion to maximige efficient revenue
revenue collection collection

In line with international practice there needs to be effective com-
pliance management of those taxpayers that account for the large share of
tax revenues. A more sophisticated approach to managing compliance of our
large taxpayers is needed. As an initial step it is crucial that steps are taken
to focus on those taxpayers who are genuinely large taxpayers and improve
taxpayer compliance.

Over the period 2018-2020 the Tax Department aims to establish
specific organigation arrangements for the management of large taxpayers.
This includes centraliged management/oversight of large taxpayers and the
implementation of consistent compliance strategies across the large tax-
payer segment.

In order to strengthen large taxpayer compliance the priorities in-
clude: (1) implementing organigational changes to clarify the accountability
for large taxpayers (2) determining an appropriate criteria for identifying
large taxpayers (3) implementing strategies to ensure high levels of filing and
payment compliance (4) strengthening the audit function and (5) progres-
sively improving the level of skills, knowledge and expertise of staff.
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Strategy 2018 | 2019 | 2020

2.21 Identify appropriate criteria to determine the
large taxpayer segment.

\

\

2.2.2 Revise manuals, instructions and standard
operating practices on accounting/tax audit, risk
analysis, filing and payment of taxes to be consis-
tent with Lao legislation and international practice

2.2.3 Ensure revised manuals, instructions and
standard operating practices are applied consis-
tently to the large taxpayer base.

\

2.2.4 Manage the tax compliance of multi-national
enterprises to address international tax risks such
as transfer pricing.

\J

Broaden implementation of VAT system

Tax Improve Public Finance PFDS Goal

Department | Revenue Development

Strategic Collection Strategy (PFDS)

Goal 2 to 2025

Strategic Broaden VAT Sub strategy 2 - Maximizge

Objective 2.3 | implementa- Revenue policy and | revenue collection;

tion resource efficient revenue

mobilization to collection
maximige revenue
collection

The VAT is a key component of the Lao PDR tax system. However, the
experience with VAT implementation has highlighted that the VAT system is
not operating at an optimal level and compliance with VAT obligations rep-
resents a significant risk.
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Specifically, action needs to be taken to secure collections of VAT
revenues. Risks that will be addressed include: (1) strengthening the compli-
ance framework around the registration process and detecting unregistered
trading (registration threshold of Lak 400 million); and (2) identifying traders
who conceal sales and do not pay the correct amount of VAT.

To respond to these risks a VAT compliance strategy will be imple-
mented that encompasses critical taxpayer service and enforcement com-
ponents.

Strategy 2018 | 2019 | 2020

2.3.1 Pilot the simplified tax regime within the 5
districts within VCTD (subject to legislative pro-
cess); develop targeted compliance strategies to
ensure the taxpayers meet their obligations under
the new system.

\

2.3.2 Introduce a pilot project in one province to
explore opportunities to identify the taxpayers who
should be registered for VAT; in the pilot site in-
crease publicity of taxpayer registration obligations
and adopt an audit/inspection program to identify
taxpayers who should be registered.

\4

2.3.3 Review pilot outcomes and expand approach
to additional provinces.

2.3.4 Strengthen the post filing VAT audit program
consistent with international practice including
fast/quick audit; allocate dedicated resources.

\

\J
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Improve Taxpayer Service

Tax Depart- | Improve Reve- | Public Finance De- PFDS Goal
ment Strate- | nue Collection | velopment Strategy

gic Goal 2 (PFDS) to 2025

Strategic Improve Tax- Sub strategy 2 - Maximize
Objective 2.4 | payer Service Revenue policy and revenue

resource mobilization | collection;
to maximige revenue | efficient
collection revenue

collection

Compliance is achieved through the two strategies of service and enforce-
ment. Good tax administrations ensure that both these aspects of compli-
ance work together to ensure all the revenue due is collected. The Tax De-
partment aims to improve its approach to taxpayer service to ensure that
taxpayers are aware of their responsibilities and obligations as well as their
rights and entitlements under the law.

We will focus on registration, payment and filing obligations and develop ma-
terials to assist taxpayers which will be available through our website, in the
media and through effective aids to remind taxpayers of their obligations.

Strategy 2018 | 2019 | 2020

2.41 Assign organigational responsibility for tax-
payer services; develop a broad taxpayer service
program to ensure taxpayers have the necessary
information and support to assist them meet their
obligations under the law.

»
>

2.4.2 Conduct campaigns (including media) to raise
taxpayers and other stakeholders’ awareness of
new or amended laws, decrees and regulations
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2.4.3 Reinforce registration, filing and payment
obligations for all tax types through enhancements
to the Tax Department website and taxpayer aware-
ness campaigns, for example, proactive articles

in the media, development of a tax calendar and
outreach programs.

\

\

2.4.4 Develop appropriate education and awareness
strategies to ensure taxpayers can comply with the
simplified VAT system;

3.2.3 Strategic 3: Modernige Tax administration
3.2.31 Goal:

The ICT development for tax administration is an important area for
tax administration reform. The improvement of revenue collection manage-
ment, allocation of resources and organigational structures should be initiat-
ed at the central level and then rolled out to local levels. International coop-
eration in tax administration is an area of priorities to ensure that there are
conditions for economic activities with international features.

3.2.3.2 Strategic Objective: Improve use of technology

Tax Modernize Public Finance PFDS Goal
Department Tax adminis- | Development Strategy

Strategic tration (PFDS) to 2025

Goal 3

Strategic Improve use | Sub strategy 7 - Development

Objective 31 of technology | modernigation of the | and application
public sector financial | of technology

sector to align with for revenue

regional and interna- | collection and

tional standards expenditure
management
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Modern tax administrations take advantage of information technol-
ogy to deliver effective administration of the tax laws. Over the next 3 years
the Tax Department will invest in a new core tax administration informa-
tion technology system to greatly improve our technology base. In 2019 we
aim to deploy our TaxRIS (taxation revenue information system) into the Tax
Department and 5 Provincial tax departments (Vientiane Capital, Vientiane,
Luang Prabang, Savannakhet and Champasak).

TaxRIS will provide central data bases operating on an updated
technology platform. Data will be shared across sites to ensure more effec-
tive administration and remove a number of manual reporting requirements.

Additional technology investments are also being implemented to
support Point of Sale technology to verify the accuracy of income reporting
as well as the development of systems to support the land tax and road fee.

Strategy 2018 | 2019 | 2020

3.1.1 Design, build and test the new TaxRIS core tax | —>
administration information technology system.

3.1.2 Launch TaxRIS in 5 Provinces and Districts —

3.1.3 Extend TaxRIS progressively across remain- —>
ing 13 provinces

3.1.4 Establish budget to cover the maintenance
cost of TaxRIS post deployment along with the
cost of all software licenses required for the system.

\ 4

3.1.5 Ensure that all aspects of migration of —
existing data to TaxRIS are managed and migrated
prior to implementation

3.1.6 Build interfaces between TaxRIS and key —
government IT systems (e.g GFIS, Easy Tax and CRS)

3.1.7 Review the pilot of the Computer Reservation
System (CRS - POS technology) and determine
further expansion of this technology to support
reporting compliance

\ 4
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3.1.8 Develop a system to manage Land Tax, based | ———»
on the current pilot in VCTD, with an interface
developed to the Land Department, Ministry of
Natural Resources and Environment; determine
future implementation of the system.

\

3.1.9 Monitor the implementation of the Road Fee
payment and collection system (developed by the
BCEL) and identify opportunities for enhance-
ments.

Strengthen Headquarters

Tax Depart- Modernige Tax | Public Finance De- | PFDS Goal

ment Strategic | Administration | velopment Strategy

Goal 3 (PFDS) to 2025

Strategic Strengthen No direct alignment, | Enabler for

Objective 3.2 Headquarters but necessary to the relevant
enable and deliver | goals that Tax
action plan Department

delivers

The role of headquarters in tax administrations is to manage and de-
liver the macro management responsibilities. Currently our central staff are
divided between strategic (macro) and operational (micro) responsibilities.
However, the day to day operations of collecting revenue overwhelm the need
to think ahead and guide the longer-term operations of the Tax Department.

Changes are needed to our organigation and governance arrange-
ments to give effect to a fully functioning headquarters.

This will not be easy, but we plan to start with establishing head-
quarter roles for a small number of staff and functions and then increase our
numbers and focus over the life of our strategic plan.
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Strategy 2018 2019 | 2020

3.2 Establish a macro management functionin | —
the Tax Department.

3.2.2 Identify a small group of staff to under- —
take this role and, initially, identify the tasks to
be performed (informed by the IMF August 2017
Report) and the priority to be assigned.

3.2.3 Increase the numbers of staff and expand - 5
the role of the macro management function by
2020.

3.2.4 Transform the 4 inner districts of Vientiane | ——
capital for centralization

3.2.5 Progressively centralige all provincial and N B
district office level (as per Mandate 2834) with
a focus on central control over technical budget
and personnel management.

Modernizge Tax Administration

Tax Modernige Tax | Public Finance PFDS Goal
Department Administration | Development
Strategic Strategy (PFDS)
Goal 3 to 2025
Strategic Enhance Sub strategy Implementation
Objective 3.3 international 9 - International | of internation-
cooperation integration and al agreements;
cooperation increase regional
and global finan-
cial cooperation
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Tax administrations have a strong focus on promoting cooperation
and communication to enhance the efficiency and effectiveness of their tax
administration. This includes dialogue at international forums to identify and
discuss global trends, understand regional developments in tax laws and ad-
ministration, the sharing of best practices in taxpayer service and enforce-
ment, capacity building initiatives and attendance at training programs.

In addition, recent global initiatives including the BEPS project com-
bined with the increase in global trade and cross border transactions with
multi-national enterprises, advances in e-commerce requires increased at-
tention to ensure that Lao receives its appropriate share of global revenues.

Strategy 2018 | 2019 | 2020

3.3.1 Strengthen engagement with international
organigations and tax administrations to improve
administration of tax laws (through identification
of good practice and global tax risks) in Lao PDR

»
'

3.3.2 Coordinate donor organigations contribu-
tions to improve the effectiveness of tax adminis-
tration in Lao PDR consistent with strategic goals

\

Strengthen Internal Controls and Integrity

Tax Modernige Tax Public Finance PFDS Goal
Department Administration Development
Strategic Strategy (PFDS)
Goal 3 to 2025
Strategic Strengthen Sub strategy 6 Enhance finan-
Objective 3.4 | Internal Controls | - Strengthening cial controls
and Integrity accounting, audit | and anti-
and financial corruption
controls measures
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Internal inspection provides an objective assessment that risk man-
agement, governance and internal controls are operating effectively. A more
systematic and structured approach is needed at national, provincial and

district levels.

The aim is to: (1) provide stronger assurance that national policies
and procedures are being applied and that improvements can be identified to
improve various processes; (2) identify risks; and (3) assess the effectiveness
of controls. In addition, there is a need for ongoing management oversight
and monitoring that internal controls are in place to ensure high levels of
integrity and detect and deter any fraudulent behaviour.

Strategy

2018

2019

2020

3.4 Strengthen the Internal Inspection program
at national, provincial and local levels

\J

3.4.2 Develop Internal Inspection guidelines which
ensure compliance with Tax Department policies
and procedures to ensure integrity of tax adminis-
tration

3.4.3 Review adequacy of existing internal controls
to mitigate risks related to fraudulent actions;
ensure that TaxRIS complies with internal control
framework

3.4.4 Develop collaborative mechanisms with
government agencies, State Audit Organigation,
Government Inspection Authority and the Inspec-
tion Department of MOF

\

3.2.4 Strategic Goal: Build Staff and Institutional capacity

3.2.41 Goal:

Improving revenue collection by applying international modern sys-
tems including digital systems, requires the staff to improve their skills. The
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tax administration needs to apply technology in parallel with efforts for im-
proving revenue collection and organigational strengthening and thereby
there is the need to establish capacity building and skill development pro-
grams. Implementing the Decision of the Ministry of Finance on activities
and organigations of the TD will be an important aspect to achieve revenue
targets and to improve compliance by the tax administration.

3.2.4.2 Strategic Objective:

Grow the capacity and skills of our staff

Tax Build Staff and | Public Finance PFDS Goal
Department Institutional Development
Strategic capacity Strategy (PFDS)
Goal & to 2025
Strategic Grow the Sub strategy 5 - Capacity
Objective 41 | capacity and Equipment of civil building of civil
skills of our servants with sound | sector
staff political ideology and
sufficient technical
capacity

Achievement of the Tax Department’s outcomes depends on
developing the capabilities and expertise of our people. Capability building
requires a systematic management approach to learning and development
in short-term, medium-term and long-term programs as an integral part of
workforce planning.

Training and development programs can provide the right people
with the right skills at the right time for effective delivery of key work prior-
ities and deliver increased revenue outcomes. Steps will be taken to ensure
that skill development strategies and plans reflect key capability require-
ments against identified business outcomes as identified in the Strategic
Plan.

Tax Strategic Development Plan 2018-2020




A workforce plan will also be developed to address organigational
gaps and focus on longer-term workforce needs associated with the intro-
duction of new work processes and technology.

Strategy 2018 | 2019 | 2020

411 Centralige the personnel data for the TD in a —>
central database which records relevant personal,
skill and remuneration details

4.1.2 Centralige the management of salary and -
allowances/incentives of tax personnel in TD

4.1.3 Undertake a skills audit to identify and record |——1—>
current skills for all staff

4.1.4 |dentify workforce requirements (quantity and —_— T
quality) to meet our strategic objectives and identi-
fy the key gaps; develop a plan to skill and redeploy
staff to address the identified key gaps.

\J

4.1.5 Strengthen the staff rotation program to
ensure there is an appropriate match between job
requirements and staff competencies.

4.1.6 Develop a skilling program, identifying areas
of priority (information technology, data analysis,
taxpayer audit with particular focus on large tax-
payers, standard operating procedures).

\

\

4.1.7 Develop and implement training programs to
support the updated and new legislation/Decrees/
regulations

4.1.8 Develop a skilling program to support staff
(users, system administrators, managers and lead-
ers) working with the new technology and work pro-
cesses prior to the implementation of new systems
- TaxRIS, Land Tax Information System, CRS.

4.1.9 Resolve IT specialiged skills and resources -
needed to support the TD information technology
systems.

\J
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Implement Ministerial decision on the organization and activities of the Tax

Department

Tax Build Staff and Public Finance | PFDS Goal

Department Institutional Development

Strategic capacity Strategy

Goal 4 (PFDS) to 2025

Strategic Implement Ministe- | No specific sub | Supports

Objective 4.2 rial decision on the strategy arange of
organigation and PFDS goals
activities of the Tax
Department

The Ministerial decision on the organigation and activities of the Tax
Department (Mandate 2834) was signed on 22 August 2017 and takes effect
from January 2018. It defines the location, status, roles, duties, scope of au-
thority, organigation structure and working principle of the Tax Department.

The organigation structure of the tax administration comprises of
the TD headquarters, provincial/Vientiane Capital, district, municipal and
city tax administrations. The TD headquarters has the following divisional
structure - Organigation and Administration and Finance; Internal Inspec-
tion; Legislation; Information and Technology; Revenue Service; Post Filing
Examination; and, Planning and International Cooperation.

Strategy 2018 | 2019 | 2020

4.2 Establish and operationalige the 7 Divisions in | —>
TD as detailed in Mandate 2834

\

4.2.2 Progressively implement the new organiga-
tional changes across all provinces and districts
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PART IV: Implementation, Monitoring,

Evaluation and Reporting Methods

In order to achieve the goals of the TSDP for the period of 2018-2020,

all stakeholders of the tax administration must take actions with the sense
of ownership to implement the plan within the areas of responsibilities, to
strongly contribute and coordinate efforts, to clearly allocate duties to each
function and monitor, follow up and evaluate the achieverments in different
periods by taking the following main actions:

41

Implementation Measures

The TD should establish work plans to implement the TSDP for the pe-
riod of 2018-2020 by incorporating the TSDP into detailed work plans,
in particular, the annual work plans of the central and local levels;

All divisions at the HQ level have the obligations and duties to dis-
seminate the TSDP and to conceptualize the TSDP into their action
plans. This requires the divisions to create their master plans, action
plans, programs, projects which includes activities, targets, staffing,
budgets and implementation measures by ensuring relevance, mutual
assistance, and consistency;

In order to financially support the implementation of the TSDP, there is
the need to mobilige financial supports from different sources, namely
ODA funds as priority and government budgets;

In order to achieve the objectives and the goals of the TSDP, the orga-
nizgational bodies of all levels of the tax administration should pay at-
tention to human resource development by upgrading the knowledge
from basic to medium and advance levels in the long-term.
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4.2 Monitoring, Evaluation and Reporting
Arrangements

> All divisions at the HQ level, the provincial, Vientiane Capital, district
and municipality tax offices are obliged to monitor, follow up, assess,
evaluate and report on the status of the implementation of the TSDP
in different periods with focus on achievements, shortcomings and
find out practical solutions in the future;

» In collaboration with development partners, the planning and interna-
tional division and other HQ divisions must take actions in compliance
with this TSDP to mobilize financial supports from development part-
ners and international organigations in effective manners;

> All divisions at the HQ level, the provincial, Vientiane Capital, district
and municipality tax offices and relevant stakeholders including civil
society organigations and the private sector are required to cooper-
ate and contribute to the implementation of the TSDP to achieve out-
standing results.
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