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TAX FQUALIZATION
Report of the Secretary:General

The Genercl Assenbly at 1ts second regular session, adopted on |

20 Wovember 1947 resolution 160 (IIJ{Eiéléperative'pdrt of which reads

as Fellows:
"THE GENERAL (SSEMBLY
"RESOLVES :
"1. That Members which have not acceded to the Convention on Priviloges
end Irmunities are requested to take the necessary legisletive action
to do so in order to exempt their neticnals employed by thé'United Nations
from netional inccome taxation;
"2, That the Secretary-General is requested to prepare and submit to
the next regular session of the General Assembly a Steff Contributions
Plan in accordance with the recommendations of the Advisory Cormittee
(document £/356);
"3, That pending grenting tax exemption, Members ore reguested to
grent relief from double taxation to their nationals employed by the
United Netions;
"4, That the Secretary-General is invited to omit from all-future
personnel contracts any clause which binds the Organization to
refund national income taxation -in the absonce of annual authorisation
by the General fLssembly;
"5, That, in order to achieve equality among staff members, the
Secretary-General is authorized to reimburse . staff members for
national taxes paid on salaries and allowances received from the
United Natione during the years 1946, 1947 and 1948, and
"6, Thet the Secretaery-General is reguested to submit a report to
the next regular session of the CGensral iAssembly on the sotion taokon
under this resolution," ' J
The report vhich follows fs divided into five parte, sach part

relating Yo the relovent paregraph of resolution 160(II),

aa : /PART 1
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PART 1

R
1,

Accessicng to the Ccnventign on the Privileges and Immunlbtes‘f:

[}

foid of the- United Naticns

Since the adcption by the General Asserbly of regolution iéb(II),

nine additionecl countries have acceded to the Convention on the Privileges

end Immunities of the United Nations, bringing the total number of

accessions to twenty-four as follcws:

United Kingdon
Denincan Republic
Liberia
Iran
Honduras
Panama
Guatenala
ELl Salvador
Ethiopia
Haifi
~France
Norway
Sweden
Afghenisten
Philippines
Nicaraguc
‘New Zealand
Greece
Poland
Cenade.
Iceland
Netherlands
India

Denmark

Dete of Ac¢cession

.17 Septenber l9h6

7 Merch 1947

14 March 1947

8 Mey 1947

16 May 1947

27 May 1947

T July 1947

9 July 1947

22 July 1947

6 Buguet 1947
18 August 1947
18 August 1947
28 August 1947

5 Seoptember 1947
28 October i9hT
29 Novenber 19h7
10 December 19ET
29 December 1947

' 8 Jenuery 1948

22 Januery i9h8
10 March 1948
19 April 1948
13 May 1948

10 June 1548

The 50098510n of Canade contained a reserva ion concerning the

application, to Canadlan citizens reeiding or ordinarily resident in

Cenada,

exenption from texetion on saleries and emoluments paid by the United Netions

to its officials,

of section 18(b) of the General Convention relating to the

The sccession of Wew Zealand also centained a

resexrvation on the epplication, to Brltish subjects domiciled- ana employed

in New Zealend, of section 18(b)

of the Genera? Ccnventlon

The texts of these reservations were cormunicated to all Member

daad

/Gevernments,
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Governments, end, in cddition, letters were written to the Gevernments
of Canade and New Zeazland recalling particulavly the provisions of
reéélution 160(II) r;*ating uo exemption from textsion,  No coments
on these reservaticns from any Gevernnent have thus fer boon reccived by
the Secretary-General,
A complete report on accessicns to the' Genersl Convention on
Privilegﬁé and Immunitics of the United Netions is conteined on
peges 110-112 of the snmucl Repert of the Secrotary-General (document A/565).*

EBAF . 2
Steff Contrihutioﬁs Plan

Annex A conteine a dreft resclution for a stoff assessment
(contributions) plan, together with en expositicn of the detalls of thls
plan, Thie dreft resolution hes been prepered in eccordance with
suggestions made by the Advisory Ccrmittee on Administrative and
Budgetary Questions in docunent 4f396, The Advizery Committee reviewed
these proposals during its. 1948 summer session ani stated in paregraph 267

i its veport (A/598) that these proposals 'conformed in general to the
guiding principles recormmended by thelﬁdviscry Cermittee 1n 1its Tourth
report of 1947 (&/396)". _ _ B

Ahfter considerction of the varicdus eltematives, 1t 1s recommended
that the staff sssescment plan be adopted, to become effective es from
1 Jenuery 1949, The adoption of such a plen will not increase the net
expenditures for the United Natlons wuring 1949, While it will be

necessary to increase the grces amourt of the huczet Lo provide for
salaries ot a gross rate vether then the present net rate, this increase
will be offset completely by the ircrease in casutl Trevenue resulting from
the assessment plan, .

If the steff ascessment plan ir nct adopted es of 1 January 1949,
the other alternetives may well cause an actusl increcss in the net budget
for 1949, The General Assembly will te faced with the following
elternatives if the scsessment plen iz not adopted

(2) 7o continue tax reimburscment for one ncre yeer;

(b) To discontinue tax reimbursement on seleries and emoluments

peid after 1948, |

* gQee also the report of the Secretary-General on Priviléges and
Immunities of the United Nations, document A/626

ad JIf the alternetive
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If the alternative of continuing tax reimburgement for the year is
adopted and should the United States of America during the year accede
to the Convention on Privileges and Irmunities without reservation with
respect to exempition frun taxation fox its nationci.s, there might be no

edditionel expenditure in 1949, althnough it would be wise to precvide

:;funds for tax reimbursement should such exexption not be grented, or
-"granted only for part of & yeer, If, however, tl: United Stetes should
during 1949 grant relief from double texaticn by rzcons of a tax offset
provision, the United Notions would niet be able tc benefit by this cciicon
in 1949 if the tax assosement plen w.re nct in offecct, Under thie
circunstance, the United Natlons would cgsume o further tex reimbursenent
1iability of $900,000 during 1945, This additicnol liebility would not

be incurred if the tax asseassment plen were in eficet as from 1 Jannary'lghg

If, cn the other hend, the Genorel hssembly ehould decide to
disconbtinue tex reimbursement os from the end of 10L8, ell United States
netionals stationed eb headquarters, except those with contracts issued
prior to November 1947 and conteining a tex refund provision, together _
vith.certain staff merbers from other countries which have not previded
the desired exemption, would be faced with o gsubgtontial reducticn in
net income, the emount renging from 10 per cent iz thirty-five or forty
per cent of present income,

It should alsgo be pointed out that, if the qhuff assessment plan
wvere adepted as from 1 Januery 1949 with no prowivloﬁ rade for reimburseren:
of netionel income texes wnich migh® he levied in addition to tre

‘United Notions essessnwent, the situation within the Secretariat would
be the serc as if the Genersl Lissembly were. to discentinue tax reirmbursemert
without the adopticn of a steff assessment plan,

It is, therefecre, recommended thet the Generzl Asseribly adopt the
staff assessment plan as set forth in the draft resolution in fnnex A,
which plen sheuld teke effect as from 1 Jenuary 1949 and should include
authorization to reimburse steff members for naticaal income taxes, should
such taxes be levied in zddition to the United Naticns ussessment,

The suggestion.of the Advisory Committee, thut the Fifth Committee ncoy
wish to refer the stoff assessment plan tc a smell committec of eagerts on

tax guestions beforc meking o final decieion, is cndorsed,

PART 3

Relief from double texaticn

The Secretary-General has not been informed 7 legislation ;pérQVQa

by any Member of the Unitod Nations which would grent relief from double

ac /texation



texation should a stafl assessment plan be adopted by the United Nations
es en elternative to accession to the Convention on Privileogse and |
Irmunities without reservation on the taxlimmunity provision, Specizal
legisletion to grant relief from cuch doublo toxation wﬁs considexred

by the Unitod States Congress during 1948, as well as legisletion

deeling with the accession of the United States vo the Conventicn on
Privileges and Immunities, However, the United States Congress adjourned
vithout teking final action cither on the Goneral Convention or on

aslternotive legislation to gront relief from double texetion,

PART L

Pliminetion of controctual cbligetions to refund

naticnel inccme baxes peid by ctalf members

In accordance with Cenersl fizsgembly resolution 160(I1), the
Secretary-General hep omitted Trom eny personnel contracts lssued after
the date of this resolution, sny clsuse which binde the organization to
refund national income taxation in the cbsence of annwal suthorization by
the CGeneral Agsembly,

PLRT 5

Obligations and expenditures rvelating to reimburscment of Staff Members

for netional taxes paid on salaries end allowanceg

The programme for reimbursement of nabicnel income texation hes,
in the meantime, been continued under the autho*lzmtion of the Gener&l
Asserbly in respect of the yeers 1946, 1947 and 1948, }/ A detailed .
explanation of the obligations and payments in re spect of tex reimbursement
nas been set forth as Appendix E in the second report of 1948 of the
Advisory Committee on Administrative eand Budgetery Queétions (document A/598).
The following table swmerizes the estimeted lisbility of the United Nations
for tex reimbursement in respect of saleries end emoluments paid to staff
members in 1946, 1947 and 1948, together with the actual end estimeted

expenditures Tor tex reimbursement for cach year:

1946 10k7 198  19L9 Tobal
Estimeted tax
lizbilicy $350,000,00 $500,000.,00 $900,000,00 $ - $2,150,000.00

Exvenditures for
tax reimbursement 73,131 .41 673,084 .71  G00,000.,00% 500,000% 2,146,216.12

It will be seen frem the above table that no estimate has been submitied

# Estimoted .
ad PR : ' ~ /in the
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in the budget for 1949 to cover tax reimbursement on saleries and emcluments
paid to steff membors during 1649, The item of $500,00G in the budget

for 1949 relates solely to the estimated costs of liquidating obligations
for tex roimbu'?sement in respect of saleriecs and allowences paid in 19L6,
1047 and 1948, Reimbursement of 1948 texes cennot be completed until

1949 since final tax returns will not be filed in most instances until

March 1949,

dad - /ANNEX A
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ANNEX -A

Draft resclution

. THE GENERAL ASSEMBLY RESOLVES'

1. Thet, Peginning 1 Jenuary l9h9, all salaries, weges and COut'Of'
llVlng ad justments (or dlfferontlals) paﬂd by the United Natlons,
except payments to consultents and temporary employees sp601flcdlly
exempted from the sssessment in the terms of employment, shall be
subject to an assessment at the rates end under the ternms set forth
below; ' ' -

2. That all other payments to staff members shall ?e exerpt from this
assessment ; ' o ﬁ::

S That qalarle paid et a net rate shell be con%érﬁed to a'gfoss
rate disregerding dependents and using the assesémcﬁﬁﬁrates in the
following paragreph; . o

L, Thaf the assessment shall ge.calculated according to the following
ratev'

On the first $&4, OOO of assesseble income , , 19 per cent

" " next $2,000 " " " . oo e W
momomgp 000 M " L - L
mw w0 000 " LA o
wow. W &5 gop M " o o aggrw e
"M og3,000 " " " ek VW

On all remeining assessable income , . + « « 90 " "
5.  That the following credits for dependency shall be deductible from

the assessment, if claimed in writing by a steff member and supported

" by evidence satisfactory to the Secretary-General: :

(a) A credit of $200 fer (1) a staff member who has dependent
children and/or a dependent spouse, a dependent spouse being
considcred as one not regularly emplcyed and who does not have an
income frem other sources in excess of $600 a year, or (2) a staff
member who contributes more then $1,200 emnually to dependent

- relatives;

(b) A credit of $100 for e staff member with a partially
dependent spouse, a partially dependent spcouse being defined as
one who has zn income from other sources of more then $600 but
less then $1,200, or a staff‘membef who contributes more than
$600 annuelly but less than $1,200 to the support of dependent

. relatives’];

(¢) The meximum credit which will be granted for dependency will

be $200 per annum;
$ . o - /6. That
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Lo That the contributions by the stnff memper end the United I\Iations
to the Staff Pension Scheme oOr the Prowid:nt Tund shell continue to be
mads et the net salary rates.in.existence for sach grade and step before
conversion to gross rates provided ln paragraph J dbove;

T That the smount of the assessment shall be calculated according to
the income paid -for sach salary period with no refunds for persiel year
employment and- no year-snd adjustments beceuse of increases or decreasss

- in essésseble income during the yeur; - _

8. That all funds collected under this assessmont be treatved as casual
revenue to the United Nations; _

.9. Thet Members which have not accedgu to the Convention on Privileges
and Immunities are requested to take the necessary legislative action To
do s0 in order o eXerp:t their navimmels smployed by the United Nations
from national income taxation; - _

10.  That, pending granting tax exsmption, Members are requested to grant
relief frow double taxation under this pian to their netionals employed
by the United Nations; _ |

11. Thet, in order to achieve eGuelity awong steff wembers, the
“scretary-General is authorized to reimburse  staflf members for national
+axes pald on salaries end allowdnces recsived from. the United Nations
d.tiriné the year 1949 and to withdraw funds from ths Working Capital Fund

vp 1o & meximwm of- $1LOD CO0¥ &uri*mg 19h9 if the need crises.

Detalled exposition of drait resol u‘uion

In document A/396 the ar‘viaor; Cormitiee ma.c'*e the :E‘ol'*omng suggesticns
for the guldence of t_he Cecrs L.ar;rwgneral in prepering the "staff agsessusnt

"(a) Internal t.g.xatibn _shogld"apply only to seleries and co%t—oi"-iiving
. allowance (it a.ny) and _to_énj'l-pensionable allovences vhich may Pe in
péyment. It should not apply to allowences vhicn ere intended to
pom‘pénsate for specii‘ic eicpe-nses - for I,'.'.T-'.‘._"J.e; ‘travel sXpenses,
installation grants or allovances,

(‘b) A simple scheme of personal “ex_;. i)tiDﬂE (for exernple, for dependents)
should Vve evolved, but no other exempuions should be a_LO’red.

(c) The scale of taxation ghould be g'_adbateuu 50 that its incidence would

weigh more heavily on the hi gher tran Thr‘ lowsy salary levels.,

% An edditionel $500,000 might bo veouired im 1050 to comploto obligetions
through 1949, ' Fns

[{&) max

ad
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(d) Tex rates should be determined by specific resolution of the
General Assémbiy. - | _ .
(e) Revenue derived from the tax scheme should bo applied as an
appropriation~in-aid of the budget."
Suggestion (a) “"Internal taxation should épply only to selaries and cost of
living allowence (if any) and to any pensionable allowances which may be in

payment ., . _
Since no pensionable allowances are paid by the United Nations, the draft

resolution relates only to base salaries and the cost of llving allowance.

The present rates of ﬁay for all staff members, except hourly paid steff at
headquerters, have been reduced by an smount roughly equlivalent to the lncome
tex which was paid by United States citizens without dependents in 1946. For
example , when the Fifth'Committee at the first part of the first sesslon of
the Ceneral Assembly considered the question of salaries and allowances, 1t
had before it a paper prepared by thalﬂdvisory Group of Zxpsrts contalning
proposals for the basic E_é.laries and representation allowences for the posts
of Assistant Sscretary-Ceneral and Directdr. These proposals were as follows:

Title of Position Salary, Gross Salary, Net Allovances:
Assistant Secretary- o

General. $20,000 $13,800 $11,500
Director | $15,000 $11,170 $ 7,000

The proposals of the Advisory Group of Experts were submitted to a
sub-commi ttos of tho Fifth Committee on 21 January 1946 and, on 22 January 1946,
the sub-pommittee proposed to the Fifth Committes the following recommendations:

"1. An Assietant Secretary-General should receive a net salary of

£13,000 together with an sllowance of $7,50C to $11,500 ot the

Secreotery-Genorall!s discretion,

"2, A top-ranking director should receive a net salary of $11,000 .

togother with an allowance of $3,000 to $6,000 at the Secretary-General's

discretion.”

On being put to a vots, the sub-committee's recommendatione were
approved unanimously, three represéntatiVes apbstaining.

" Further, during the first part of its first session the General Assembly
adopted the Staff Regulations, reculation 16 of which provides:

"Pending the adoption of a permanent classification plan, the salaries of

the msmbers of the stalf other than Assistant Sscretaries-General and

Dirsctors shall be determined by the Secretary—Ceneral within a range

between the salary adopted by the General Assembly for the post of

Director and the best salaries and wages paid for stenogrerp-lc, clerical

and manual work at the seat of the United Nations."

/in accordance

dd
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In &cdorﬁéﬁce with this reg UlouiGﬂ’ the oeuzctaryhﬂcnprhl on the
basis of a factual survey of the New Ycrk aree .hbce”tulned the best salaries
and'wages paid for stencgraphic, clerical and manuel work at the seat of
the United Nations and reduced theee selaries and weges by an cmount rouzhly
- equivalent to the United S tes 1ncome tex pald on such ?&lﬁfiééhﬁfuéiticha
without.dependents- Having thus detormined the lower end of the salery
séale, the Secretary*Gcneral esteblished & ang of peleries for other staffl
members up Lo the salary adepted by the Generesl Assently for the post of
" Director, It will ke seen thot, by this process, all net salerics peid by
the United lNeticne have been reduced fronm gross 4o net by an count roughly
equiVOlﬂnt'to the United States incone texes on such salaries in 19h6,
Conzequently within the range of salaries originally approved by the
General Asserbly, 21l staff menmbers heve in fact received no larg ;er net
income then if the Genersl Assembly had originally uioptea &rcss salaries
subjebt to an assessment by the United Natiéns. Heving gone thﬁoﬁgh_this
process of reducing saiariév by en estimeted amount of texes whicb_might
have been levlea it 1s now necessary, 1f the same level of selaries
orlginally upproved by 'the Genersl Asoamaly is to be oosvrved to increase
the present net salaries by an enount eguivalent to the ebu1matod-asueusmenb
to be l@Vlod on these sclaries by the Unlued Nationg Accordingly,
paragraph 3 of the draft resolution pr0v1des tnat_ali salaries and cost-of-
living ellowences ox differentialé now ?aid by the United Nations on a net
bésis shall he converted té e gross basis on the assumption that staf?l
mémbers are without dependents, The effect of this provisibn will. be that
the gross roates for personnél of the United Nations at the upper end of the
selery scale will be equivelont to the gross rates originelly préposed by
the Advisory Group of Experts, nanely, top-ranking Director at $15,000 end
Assistéﬁt Secretery-Ceneral at $20,000, while the gfoss rates ot %he lower
end of the scazle will be roughly equivelent to the gross rates of the best
Salhries and weges paid for stenogrephic, clerical snd manuel work at the
seat of the United Nations in Mey 1946, The effcct of this provision will
be to incrcase the gross anount of the budget by approximately $2,750, 000,
which will be offset by casuecl revenue of dpproxlmately $2,750,000,

The cost-of-living allowanco et heedquerters, which now differenﬁiahs
between staff nembers with &nd without d pendents, will, under this provision,
tecome e Tlet amount w%1ch will be paid to ell oligible staff members without
regerd to the;r depend: encv Suuuus ”ho ulffercnulalo in net income between
steff members with and without dependents 9rev1cuﬁly reflocted in the
cost-of-1iving allowence w 11 now be reflected by & ucbcms of perscnal

exemptions fronm tax based on dependency which W1Tl be discussed below,

dd ! fIn areag



In areas away from the hecdquarters wiere cost-of-living differcences ere
met by & plus or nminug differential i. the base sulary
will continue to bte observed, The gross salary rates will be suvject to
the seme differentisls 2nd the assessable income ruceived by a_steff member
will be the net amount efter the diflzrential rote, either plus or minus

as compared with Headgquerters, hss Ten applied,

The Advisory Committee had suggested that the United Netions assessment
should not apply to sllowences which are intended so compensate for specific
expenées. Thersefore, i1t is proposed that ell allswences, including the
representation allowance and excepting only the ccut-of-living ellowance,
will not be subject to the cssessment plan,

Svugzestion (b) "A siﬁple scheme of personel exempiions (for exemple, for

dependents) should be svolved, but ne cother exempiions should be allowed,”

The draft resolution provides for a dependency credit under certain
circumstances, This dependency credit might be Token into three general
categories: '

1, The head cf a femily would be entitled % 2 credit of $200;

2. A staff memier with partiel dependency, n credit of $100, and

3. A gtaff memser without major dependents. no exemption,

The provision of & credit egeinct: the essessnent for dependency rather
then a deduction in sssessable incomc by reason of & dependency was adopted
so that the amount for such dopendency would be tlic seme for all staff
nembers regerdless of incoms, If, on the other iiond, a deduction fron
essessable income were used, the effect would be o give steff members
with higher selaries o largor credit for dependents than lower paid staff
by reason of the higher tax rates in the upper breckets, Nc dependency
has been made for children as distinct from the hezd of a family, in view
of the fact that the United Nations has provided Jor & children's allowance,

Suzgestion (¢) "The scale of texcticn should be graduated so that its

incidence would weigh riore heecvily on the higher then the lower salary
levels,"

It will be appercnt from the assessment rete. provided that the scale
has been greduated so that its incidencc would wei;h more heavily on the
higher rather than the lower salary levels, Undcr this scheme of
essessment, a staff member recelving a gross selery of $15,000 will pay
en assessment to the United Nations larger by $50C if he is single and by
$1,200 if he is marricd than would e United State: citizen receiving the
same gross salery. The amount of tiwe increess ¢i the United Nations
assessment over currcat United Stetes tax rates diminishes until in the
lovwer salery brackets there is no epprecieble dif_erence, The proposed

- e X - . i .
essessment rates ere somewnet lower tnen the presunt income tex rates in

a8 /Ceneda



ad

A/638
Page 12

Cenada end are substantially below tlic current income tax rates in the
United Kingdom, Australia end New Zecland, with which countries direct

comparigons have been nade,

‘Sugpestion (d) "Tex rates should be determined by specific resclution of
¥

the General Assembly,”

This proposal ig incorporated In the draflt rusolution..

Suzrestion (e) "Revenue derived from the tax scheiw should be applied

as an approprietion~-in-nid of the budget." ' '
This provision has been incorporated in the ‘raft resolution in

the provision whereby receipts frcem the staff ascussment plan will be

treated as casuel revcenue,





