TAX COMMITTEE OF THE MINISTRY OF
FINANCE OF THE REPUBLIC OF KAZAKHSTAN

Improving tax administration
through information systems

The views expressed in this paper are the views of the author and do not necessarily reflect the
views or policies of the Asian Development Bank (ADB) or its Board of Directors, or the
governments they represent. ADB does not guarantee the accuracy of the data included in this
paper and accepts no responsibility for any consequences of their use. Terminology used may not
necessarily be consistent with ADB official terms.



DEPARTMENTAL DATA TRANSFER
NETWORK
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Main activities implemented by Kazakh tax
authorities

Taxpayer registration;

Automated receipt and distribution of charges and
payments;

Electronic processing of tax reporting;
Automation of cameral control procedures;

Keeping the register of taxpayers and taxation
objects;

Automation of the analysis of financial and
economic activity of the largest enterprises in the
Republic of Kazakhstan;

Electronic handling of tax inspection;



Simplified registration of legal entitiesand record registration of branches
and representations
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Taxpayers registration in ITIS RK

Registration application processed during 20-25 seconds.

Current software allows to take off the register through
“transit” tax committee (without taxpayers’ visit to tax
committee where taking off the register is performed).

Simultaneous registration with registration record keeping,
registration of VAT payers, registration of “electronic”
payers.

Completeness and accessibility of registration information in
all tax committees (within access rights).

TRN uniqueness on Kazakhstan territory.
Increasing information volume.



Servicing centers in Astana and Almaty

List of documents:

> taxpayer registration certificate;

» confirmation of taxpayer’s
registration;

» certificate of individual entrepreneur
registration;

» individual entrepreneur’s patent;

» patent of legal entity being an
agricultural producer;

> certificate of absence (presence) of
tax arrears;

» abstracts of personal account;

> verification deed,;

> application to register as VAT payer;

> certificate of VAT payer,
» other documents

Receipt and registration of applications

application

l*

1. Operators receive applications from citizens in
accordance with documents’ list

2. Operators issue documents according to terms
specified by legislation

Courier, after formation of documents requested by
citizens, perform all necessary functions to assign
legal status to these documents.

Administrative center

result

Servers of TC MF RK

==




Ways and forms of submitting tax reports

HanoronnarenbLuykm,
MMeroLLIe BbIXo B
ceTb

HarnoronnarensLupku,
He UMetoLLInE BbIXoZ, B
ceTb MoryT
NpeacTaBnATL
HaroroByto OTYETHOCTb
yepes TepMmuHan
HaroronraTtensLvka

HanoronnarensLuyky,
npeacTaensoLme
HarioroByt OTYETHOCTb
Ha By MaXKHbIX
HocUTEnAX

CornacHo ctatbu 69 Hanorosoro Kogekca Hanorosasi OT4ETHOCTb

npeacTasngeTcs No Bblibopy:
1) B SIBOMHOM NOPSAKE;
2) Mo rnouTe;
3) B 3fIEKTPOHHOM BUAE.

C 1 Hosa6psa 2003 roaa B HanoroBbIX opraHax
BBeAeHbl B ieNCTBMUE cneumnanbHble
KOMNbLIOTEPLI MO 3aMONIHEHUIO U OTNpPaBKe U3
HanoroBOro opraHa 351eKTPOHHON HaroroBomn
OTYETHOCTY

Cuctema rapaHTMpOBaHHOM
AOCTaBKU COOOLeHUNn
crac
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TepMuHanbLHasa ceTb HanoroBbIX
opraHoB

TepputopuanbHbie
HasrioroBblie OpraHbl

Mpuem HanoroBomn
OTYETHOCTHU

O6paboTka chopm HanoroBom
OTYETHOCTU METOAOM
3MEKTPOHHOIO CKaHMpPOBaHUA

Mepenaya XML -dpanna ans
06paboTKM Ha NULEBbIX
cuyeTax HanoronsnarenbLUMKOB
(8 MHUC PK)




Remote interaction with taxpayers

. — Information Web-portal for taxpayers
= gﬂ Programs for taxpayers to fill out and submit tax reports electronically
are placed on Portal’s web-sites.
_ ﬁﬁ Electronically transferred tax reports fully replaced paper
..z_ - documents
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Information receipt and processing center

* Issue
entrepreneur’s
registration cetrificate;
 Issue patents

individual
state

e Issue  taxpayer's certificate,
confirm TRN;
* Issue certificate of registration as

VAT payer

e Issue registration cards m

taxation objects and objects related
to taxation of certain types of
activity;

« Issue registration cards and
registration of cash desks with

fiscal memory

Receive tax reports from
taxpayers on paper and
magnetic mediums

Opportunity for taxpayers to
independently fill out tax
reports forms on a taxpayers’
computer in the Center

Enter into contracts on use and
acknowledging electronic digital
signature in the e-document exchange

Increase tax literacy of taxpayers through posting information in state
and Russian languages on changes in tax legislation, tax rates, model
filled out applications to receive registration documents, sites of TC of

MF RK and reference information

* |Issue information on status of settlements on
taxes and other mandatory payments to budget,
mandatory pension contributions to saving pension

Limit physical access of taxpayers to
information, ensure confidentiality
and archive

funds;
« |Issue abstracts of personal account and status of
settlements with budget on execution of tax
obligations




Taxpayer’s terminal
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Procedure (organization) of receipt and processing of

TRF

Recelve and process tax reports

Keep taxpayers’ personal
accounts

Receive and register
tax reports

Input tax reports Electronic scanning of
tax reports

Quality control and
adjustments of tax
reports

Receive accruals on

> personal accounts

Control registration

p | operations and quality

Consolidate receipt
and processing of tax
reports

of personal accounts




Notification on receipt of TRF through SGDS:

PHH: 620300210066

Koa dopmbl Hanoroeoi otyeTHocTn:  d530.00
Buva Hanoroesol oT4eTHOCTH: OvepepHas
Hanoroebin nepvona; man 2004

Cnocob npuema: no anekTpoHHoi noute (CrAC) | x

.

Koa Hanorosoro opraHa - nony4yatens: 6201

~ YBepomnetine / MNoareepxaeHune
O npegcraBneHuu HanoronnaTenbWWKOM (HanoroBbIM areHToM)
HanorosoW OTYETHOCTH B 3NEKTPOHHOM Buge

Bxoasawmnit (permctpaumnoHHsIil) HoMep AOKYMeHTa Hanoroeo otryetHoctun: 620111022004B00001

O6paboTka ACKYMeHTa HaroroBOK OTYeTHOCTU Yepes CIMAC W 4#:;\ ,E:::r;li;;z:;—l
1. focraska IOKYMEHTA HanoroBoi oT4eTHOCT e - o \ crgc AOCTABNEHO HAW 11.02.2004 9:45:00
| __ ) . P ——

2. O6paboTka HaNoroBon OTHETHOCTK

WK

11.02.2004 9:51:00

3. Pa3Hocka Ha NMUEBOH CHeT HanoronnaTenbiLMKa \ MHAC

MPUHATO B UHUC

11.02.2004 9:49:34

Kon € Kﬁaccu¢mxélimm 105308 Cpok ynnarbl 15.0(73.72004 C;yMMa 11.0 TeiHil:

1 Kog Gmeuxaqum 105308 Cpok ynnaf}al 15.06.2004 Cymma 604153 e,

[ MNoannce NpUKNaAaHoOro cepeepa: C=K7 - 0O = NAL OG - CN = REPORT -



System of guaranteed message
delivery

TepmuHan
HaroronnartenbLIyKa

Pabouee mecTo
HaroronnaTenbLUpKa

Pabouee mecTto

HaroroBoro
MHCMeKTopa




SGDS ensures

v’ Protection against unauthorized access. Taxpayer’s access to only
his registration data and personal account data;

v’ Guaranteed delivery of messages
(inquiries and replies).

This is accomplished thanks to using
electronic digital signature in SGDS.

To operate a preliminary installation of
SGDS system software on taxpayer’s
computer is required.




PROCESS FOR SUPPORTING USERS OF TC MF RK INFORMATION

SYSTEMS

FORM AND SEND
INQUIRY TO USER
SUPPORT SERVICE
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KEEPING PERSONAL ACCOUNTS
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Electronic tax reporting forms
(EFNO, ISID, ISVAT)

Filing of tax
reports by
taxpayers

(A | ]~ PR
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Import accruals
register to ITISRK
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Interaction of tax system with banking and pension systems
and treasury

Taxpayer information

Pension contributions

Taxpayer information

s

Declaration

L egal entities

Tax, pension
payments

v 4

TC MF RK (+217 tax committees)

TRN and

notifications

Order

v

Cheque,
refunds

Tax payments,
reckoning

Treasury

/V

Tax payments
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Module for electronic detection of false invoices and control over VAT

Application to refund VAT for
turnovers taxed and zero rate

ST T :

Process
application

Primary processing of application

1. FLK 302.00
2. Check applicant’s registration data

3. Check completeness of tax reports for
VAT for a corresponding period

refund in IS VAT

Secondary processing of application

1.Check correctness of invoice issue dates

2.Check supplier’s registration data
3.Check compliance of taxed turnover with amounts of

VAT in supplier's declaration and register of buyer’s invoices
4.Check correctness of VAT reckoning

5.Check of “self” issuance of invoices

4L

Develop “Pyramid” report

i
e

20100000080 -

-“
[E2natnonira]

Reference for audit division [E201nouaogeT]
= Applicant

I No VAT declaration
[ Lack of TRN in IS VAT
B Non-compliance of taxed turnover and VAT

O Lack of VAT certificate in IS VAT

Otkas B
o0paboTke
3asBIeHUS
10 IPUYUHE
BBIIBIICHHBIX
HapyleHun

Y
N

Transfer
materials to
IS EKNA
to start tax
examination

-




Information received from IS VAT

» Payersfor whom non-compliance of turnoverswith registersof buyers
Invoices was identified,

» Dataon forced VAT registration;

» Data on taxpayers not submitting TRF on VAT and not issuing invoices,
» Data on taxpayersnot submitting TRF on VAT,

» Data on taxpayers submitting TRF on VAT not on time;

» Dataon unitsissuing TRN invoicesthat do not exist in ITISRK;

» Data on taxpayersviolating a tax period set by Tax Code.



Improve control over VAT refund through interaction
with other systems

R
—EFNO—

DB on sales incomes
and expenditures for sales
of goods (works, services)

v

~.

DB on sales and
buys book

DB on inactive taxpayers

DB on VAT payers;
DB on invoices and
VAT declarations

DB on export and import;
DB on hard currency
revenues

Compare data bases for all IS:
1) Detect deviation of VAT amount
reckoned;

2) confirm grounds for applying
zero rate

-

Conduct tax examination

Taxpayers personal

Confirm VAT refund

accounts




Interaction with external systems

External systems

Notification on tax violations from external systems

1L

|S EKNA




Web-site publication (access to data) of taxpayers’ register
and VAT payers’ register.

A YueT mHAMBHAYaNbHbIX Aoxoaoe - Microsoft Internet Explorer
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Hata nocnegHero obHoeneHuA Peectpa: 07.01.2004
Hanorosoiil KOMHTET
Munucrepcrsa 3anpoc Ha Hanu4YWe Hanoronnarensuunka PecnyBanky KasaxcTaH , SaperMcTpUpoEaHHoro
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i To exclude cases of reckoning VAT to invoices issued by VAT
ST non-payers, the site of TC MF RK Web-portal has a search
system to quickly provide information on taxpayers registered
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Creation of “high risk” VAT
payers DB

Server

DB IS VAT

Web- site
TC MF RK

Territorial justice
authorities and AFP
RK

Evasion
scheme




Current implementation of RNiON project Development of RNiON to improve tax administration

Developed software products “Client RNiON” and
“Client SGDS” have been installed and put into
operation

Identify unregistered taxpayers and register them

Enter into agreement on electronic data exchange
with ECP through SGDS

IR

9
il

I

M

]

L s

AS

KNB

MTK

MOOC

AlS

MTSZN

MVD

Tax administration
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Information system

Hanereunss Kourter

# 850 the list of taxpayers subject to republican monitoring was
expanded from 126 to 276 taxpayers. Currently republican monitoring
besides economic entities covers second level banks,
insurance (re-insurance organizations), saving pension funds,
and organizations performing investment monitoring of pension assets

Accordmg to Resolution of the Government of the Republic of Kazakhstan dated August 22, 2003 "

1. Analysis of flnanC|aI and economic act|V|ty 0
taxpayers on the basis of these tax reporting forms
for monitoring allows to control:

- Changes in the volume of sold goods (works, services)
compared to same periods of previous years;

- Change the in the tax burden rate compared to same
periods of previous years, and also compared to indicators
for taxpayers performing same activity;

- Increased expenses by articles of expenditures referred
to withdrawals;

- Increased amounts of VAT subject to reckoning and
justification of reckoning VAT amounts;

- trends of tax revenues and tax arrears to the budget.

2. Control over transfer prices on the basis of
comparative analysis of market prices (data from
official sources) with prices reflected by taxpayers in
the reporting forms and according to monitoring

W gt

IHo cmapomy cnucky - 126

Monitoring of large taxpayers” (IS MOP)

BLHBIH Bec HMOCTYIJICHHSI HAJIOTOB U miIaTeske oT
MJIATEJIBINMKOB, IMMOAJIeKAalMX pecnyﬁﬂuKchKoMy MOHHTOPHHIY
B 001IeM o0BbeMe rocyIapcTBeHHbIX 10X010B (I'B+H®) Ha 1 ceHTAGpst
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PHH
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INocTynjieHue oT
npeanpusiTHi
pPecnybanKancKo
IO MOHMTOPDHHI A

38%

BHBIN BeC MOCTYIJICHHsI HAJIOTOB M IlaTexkei oT

NJATENBIMKOR, MOJIEKAIMX PEeCyGJINKAHCKOMY MOHUTOPHHTY
B 001IeM 00beMe rocyiapcTBeHHBIX 10X010B (FB+H®) na 1 nexadpn

2003 roaa
THocTyniienue oT

npeanpusiTuii
pPecnysanKancKo

ro MOHMTOPDHMHI A
N
/Use results of cameral control tch

- Conduct counter, thematic and complex checks
of large taxpayers for identified facts of tax
legislation violation;

- Conduct activities to increase tax and other
mandatory payments revenues to the budget from
large taxpayers.

NS

_ 5%

Data base of
Information systems of
ITIS,
EFNO,
IS VAT,
~11SID

IS MOP

Automatic development of the lists of taxpayers
subject to electronic monitoring based on information
contained in data base of information systems




Electronic quality control of tax audit
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Electronic quality control of tax audit

Selection of taxpayersfor tax inspections

Appeal inspection results

. Form taxpayer’srating
B aCCOI’d.I ng t(.) .VI OIS Notification Report on appeal Appeal by taxpayer
EFNO identified —
*Presence of mistakes and
contradictionsin TRF B AT ‘
— <—
" Violation of submission e o it e
EL terms of absence of TRE TOO "B” Sl s e
«Low tax burden — oere
«Issuance of falseinvoice TOO “C” ‘ : -
— > *Untimely registration o i i
|| *Violate regulations on TOO “D + +
ISVAT FeERIOR e : :
> *Non-characteristic for the TOO i i
sector loss making P— i i
— v . .
S “Non-typical transactions, _ Develop preliminary plan of . Conduct tax inspection
—  |+Non-compliance of the 1lSPections, approve, form final inspections plan i i
TS stated tax amount with : :
Zia é:l(;n; government T TANposEpE R LEh-_200 IO Filesfor inspection : Tax”in.s.pfct.ion : Complete tax inspection
f— — Ne Ha:mmmlia Cpox Buj Hcnoanu _> _— i R i
OL AP 1 TOO «A» JT0,0Lr03 Kon:nﬂc;umn HBanos i ' : i '
— 2 TOO <B» 200103 Teviarnueckan Terpos m! 0. — !Wm
r Form 4 u Develon xeliminandee.
3 TOO B> 05.0203 Kovnnexcran Tepyn o ?I ’ H oy "T“ —
4 TOO «I™» 15.02.03 Kommiexcnas Kpusenxo i i
R N I O N 5. TOO «JI» 01.03.03 TeMaTHYeCKast BaiizakoBa E E
i i
! !
v v v v
« Analyze the trend of the number of inspections conducted by types of : . .
. y > yyp ‘ ‘ *Control quality of tax inspector’s work
nspections EEEEEEEEE «Control quality of tax inspections
« Control the efficiency of tax inspections by additionally accrued and (OO -Control gxecu}cll on of in Spections lan
reduced amounts <+ Mmoo, I ISpections pl
o - , . «Control registration of instruction in IS EKNA
« Control the efficiency of additionally accrued amounts’ collection il E E il . : : :
*Control compliance with terms of tax inspections

« Analyze the trend of amounts reduced in the result of appeal

TCMFRK




Electronic quality control of tax audit

STAGESIN ISEKNA

Receive register of identified violations
Form taxpayers' rating

Form preliminary inspections plan
Approve inspections plan at higher level
Form final inspections plan

« Create “Cases for inspection”

e Form instruction

« Conduct tax inspection

« Form preliminary inspection deed

 Agree inspection results with a taxpayer

 Form final inspection deed and notification on additionally
accrued amounts, protocol/resolution on administrative
violation

« Provide taxpayer with inspection deed, notification and
protocol/resolution on administrative violation

Register taxpayer’s appea and input in ISEKNA

Review taxpayer’s appeal to notification on inspection deed
Form areport on the results of appeal review

Provide taxpayer with decision

Send copy of the report to TC conducting the inspection

Select taxpayersfor tax inspections

’

Conduct tax inspection

CONTROL OF TC MF RK

« Approve inspection plans of oblast TC
« Control execution of inspections plan
» Form analytical reports

« Control terms of tax inspections

« Control quality of tax inspections

» Analyze the trend of conducted inspections by types

« Control the efficiency of tax inspections by additionally
accrued and reduced amounts

« Control the efficiency of additional amounts collection
« Control tax inspector’s quality of work

» Review taxpayers' appeals at republican level

 Form report on the results of appeal review

* Replicate report to TC conducting tax inspection

 Analyze the trend of reduced amounts according to appeal's of
inspections results




Tax Inspector’s rating

This rating is primarily aimed to support decision making
when appointing the executors and contains following

iInformation:
General data (name, position);
Data on previous tax inspections,
Data on tax inspector’s occupancy (network schedule);
Number of appealsto work results of atax inspector;
Reduced tax in theresult of appeal;
Number of inspections during last year;
Total additionally accrued amount according to tax inspections’ deeds,
Work history in tax authoritiesin the position of: specialist, leading
specialist, chief specialist;
Average amount of additional accruals per 1 inspection;
List of penaltiesfor tax inspector;
Total daysworked,;



“e-Government” of the Republic of Kazakhstan and tax administration

Electronic service to taxpayers

Provide information on taxation objects and objects related to taxation based on data
from authorized agencies (RNiON).

Provide information on taxpayers registered with tax authorities, payers of VAT (Web-
portal).

Registration of VAT payers. Change of taxpayer’s personal registration data.

Receipt and processing of electronic tax reports. Provide service for sending electronic
tax report through taxpayer’s “Terminal” from tax offices

Provide information of status of settlements with budget.
Clarification of tax legislation. Conduct “electronic” hot lines.

Distance discussion of amendments to Tax Code of the RK, electronic voting on
amendments to Tax Code of the RK.

Electronic service to state authorities and local governments

Provide state authorities and local governments with information on the status of
budget incomes and taxpayers’ arrears.

Work with inactive taxpayers (interaction with financial police authorities and justice
authorities).

Control over VAT refund when interacting with ATK RK and National Bank of the RK.



Effect from introducing comprehensive tax
administration information system

Information service for taxpayers.
Availability of actual data base of taxpayers

Automation of process for receipt of accruals and revenues
from tax reports, Treasury and GSVP.

Ensure cameral checks of all tax reporting

Automatic formation of Tax inspections plan and monitoring
of its execution

Control over tax inspections, constant rating of tax
inspectors.

Reduced time to get intelligence

Ensure trustworthy information

Reduced time to receive analytical information

Reduced losses from lost significant information

Reduced losses from inefficient utilization of inspectors’ time
Reduced losses from deficiencies in registration system
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