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COllOdion Members of the Sta.ft of the United Na.tions

Subject: LIABILITY AND RElMBtJRSEMENT lOO CANADIAN INCOO TAl

I. PURPOOE AND APPLICABILM

1. !ha purpoBEl of this document is to explain the present Bituation w1th
regard to Canadian 1ncane tax liability on salaries and allowances paid by
the Un! tea. 1'lat1onB; to quote the Secretary.General's authorIty for tax
reimbursement to staff members; to prescribe the tenw of appoin'bIlDnt under
which they ll1a\r be entitled to re1Jllbureement of Canadian 4lcom.e tax levied
on their United Nations ear:n1ngsj and to outline the adm1n1strat1ve
arrangements, rules, and procedure therefor.

2. The 1n:formation furnished aB to the appl1cability or Canadian inccco
tax lawa and regulations, while believed to be Benere11Jr reliable, is
necesear11.y limited and unofficial. The te.x reimbursement provisions are
subject to sucb chB.n85-e as ~ be made necessary by decisions of the
General Assembl,y or bJ changes 1n the Canadian Inccoe tax laW's and
regulations or in the interpretation thereof.

XI. mF<.JlMATION AOOU1' CANADIAN INCOME TAX LIABILITY

3. Extension of time tor flli!!e 1§47 returns. The Secretar;r-General
received a telegram on 29 April 19li from the Permanent Deleeate of Canada,
sta.ting in PEirt: "IT WAS ANNOUNCED IN TIlE ROUSE OF COMMONS ON mIL 28I'.a
BY THE MINISTER OF NATIOllAL BEVEMlE THAT THE DATE OF Bm'1.mN OF INDIVIDUAL
INCOME TAX FonMS Fa< 1947 IS E.1TENDIID FROM APlUL 30TH 1948 TO MAY 31 1948".

4.. Reservation to Com;ent1on. Canada has not 7Bt proVided. the tax
eXetl\Ption requested for United Nations salaries and emoluments. Recently}
on 22 January 1948, the instrument of accessaon of the Government of' Canada
to the Convention on the PrivIleges and Immun1t1ee of the United Nat10IlB
was deposited ldth the Secretariat, but w1th the reservation lIt}lat t1ro
exam t10n from taxes 1m aBed b law :1n Canada on salaries ana:
erno umente a not ene to a ana 1an ctt zen res1 or ordinari
~a1de:qt .1n Cane a. 0 e, e exemption provide in section b)
o£ the ConventiO%i""would appear to affect only reeidents of Canuda who are
not citizens of Canada and who are. not paid at hourl1 rates. Moreover, it
would appear to be effective only as trccn 22 Jooua!'1 1948. Official
clar1.flcat1on ot both points has been requested.

5. Taxat10n accord.:t.pg to residence. Except as noted in the preceding
paragraph, iiiider £he mcome War Tax Act a ata.f'f member nomall1 la subJeet
to or exempt !ran Canadian income tax en his United Natione earn1.rl8s
ac~Ord1n8 to his ~aidence status for the year, as fo1lDvs:

(a) Whole-Year Non...Resldent (one who resided or we ord1nar1ly
resident outsIde of Ca:nada during the entIre taxation year) is not
lIable to te.xat1on on incaDE' re~e1ved tree the United Nations du.:r1ng
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is required to report in his income tax return all income
subject to taxation, incluq..ing income received from the
Uni ted. Nations wherever earned; ~

"mey deduct from the tax otherwise payable by him•••• a
portion of the said tax 'Which bears the same relation to
the whole tax as the period. in the taxation year during
which he ne1theJ' resided nor was ordinarily resid.ent in
ceneda bears to the whole t.azatLon yeor" • (Quotation f1'QIl1
Section 7A of the InCOOla War Tax Act as amended by the
Statutes of 1946)

6. Re13:f.dence a question of fact. It appears that the act of eurrender1D8
residence in Canada must be accompanied by II ccn:nplete severance of all
physical ties with Canada, If a taxpayer maintains a house l'eady for
occupancy in Canada or maintains hie wife and family in Caneda , apparently
he is presumed to be "resident or ordinarily resident in C61'1ed.af D

• It has
been held that El. person who does not actually live in Canada nonetheless
2nay be regarded as a resident if. he visits Canada for D. portion of the year
as part of his regular habit of life or if he maintains El. place of abode
there which he does in fact viai t during the year. A general answer cannot
be gi1fen to all the questions of residence or non-resfdence ..

7. Ta:x:ation of non-~S1dent 8o~ournersJ emplozees t _& .2-ther non-rea!de.nts.
Aa an alternative to residence aa 0 condition of liability to tax, the
Income War Tax Act pz-ovtde e that a person who so.journa or visits 1n
Canada for a period or periods of 183 days during the year or who 1s
carrying on business or t e employed in Canada at any time during the year
is taxable on his vhol.e income for the year. For this purpose, to be
"employed in Canada'", the employment must be regular and contdnuoua,
requiring the personal services of the employee and requ1r1.ng h1m to
perform aome part of hia services in Cenuda , and his remuneration must be
derived from sources in Canada; but it seems unlikely under present
conditione that remuneration from the United Nations Headquarters would be
considered us "derived from sources in Canada". Also taxable under the
Act is El. non-resident who derives income for services rendered in Canada
at any t1m8 1n the year, otherw1aethan in the course of regular or
continuous employment, for any person resident or carrying on bustnees in
Canada; but it seems unlikely under present conditions that the
United Nations would be consfder'ed 0.0 It cnrry1ng on buslneas in Canada" •

8. Eeporting, taxable inc?J11G rece.!ved from the UnJted Nation8~

(a) Reim.buraemente for vouchered expenses are to be excluded from
taxable income reported in the Canadian return fonna.

(b) That part of a termination distribution fram the Provident or
Pension Fund which represents the staff member's own contributions
to the Fund e.Lsc Should be excluded from taxable income, except
tnsor'ar as the staff member may have cloimed and been allowed a
deduction from te.xable income for hie contributions to such Fund.

/( c) All unvouchered.
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(c) All unvouchered allowances and. special gronte as well as baarc
aal.aryand other payments of compenaataon should be Inc Luded as
taxable income, except, to the extent that they may be specifically
exempted under the Ceno.dlan income tax regulations. In this
corunect1on, the Deputy Minister of National Revenue has been
reques~ed to extend to Canadian residents employed by the
Un1"ted Nations end Specialized .A£enc1ea in the United States the
principle of exempting a part of their comparatively higher salaries
and allowances because or the comparatively higher liv1nS caste in
the United States. A decision 16 expected to be announced during
May 1948. The principle has alt-eady been established for U.N.B..R .A.
employees (Memorandum No. 96 (1946 ..47) '1:.0 Inspectors of' Income Tax
Fll.e lilt', issued by the Deputy Minister (Taxation), l'{ March 1947).

III. TAX REIMBt.JRSEMENl' PROVISIONS

9. Authori ty for income tax. reimbursement. The General Assembly resolved,
on 13 fe"bruary 194b, that: IipelldiDg the necessary action being taken by
Membera to exempt from national taxation salaries and l.l11o'Wflnct.le paid ouf
01' the budget of the Organization, the Secretary..General is llUthorized to
re tmbuz-ae staff :members who are requf.red to pay tlJJWtion on salnries und
wages received from the OrganiZation;" and, on 20 November 1947: IIThat, m
order to achieve equality among staff members, the Secretury-Generol 16
authorized to reimburse stuff members for nnt1011al taxes paid on aulo.riea
and all.owances received from the United Nations during 19J~6) 1947, ond

1948" •

/(111) part ..;rear--------

10. Ent.itlement to Canadian income tax reimburaElX&:Jnt. Canndil:m nation£l.le
are antitied to reimburijement of C6ncliiTan income"' tax on snll.l.rlee and
allowances received. from the United Nations only os e.rmucilly authorized"
by the General. Assembly ElIld only under nerma of appointment either'

(a) which contain the tax refund provision, "Any taxation lovied on
your sulary by your nationo.l government will be refunded to you by the

Un1ted Nat1ons", or

( b ) which were ai1'rnAd after 4 November 1947 and provide a baBie ennual
0"'- d tI ,. )

salary at a net-of-tax level (i.e., not describe as grosa •

11. Administrative arrangements t r.:ul~~1 and p!"'oced~. Responsibility and
author1ty' :forre1mburaement" of Cenad1an income tax Iev ted on Un1 ted Nations
salaries and allowances have been assigned to the BU1"eau of the Comptroller,
Bubject to the following rukea and procedur.e:

( 8) LW tat10nB ono:mount of tax r2f und•
_ _~w •

( ) F l~ ear emplo ent. In the case or .u staff member
i ul1_l d thrOU8hYlQ"u:t the entire taxation yea.r under tems of

em.p aye. to tax reimbursement, the tax
appointment entitling him. in·~_,.", tax that would 'be payable

;f d ft\AV not exceed the m J"W.W.lI rdre un --" , 1 i 0 6 onlY computed w1thout rege.
on his united Nat one e "0 ,

to FJ:OY other income.
I the case of a staff me.mber 80

(11) !e.rt;:lsar ~loYl!!ent. ne entire taxation year, the tax
employed for leas than thh (A) or (B) whichever is the
refund 'fN).'J' not exceed eit er .rt of th~ minimum tax that
laBEJel': (A) f.l. propo~io~at~/~f his Un!ted Notions earn10Ss
would be payable 00) ., e 8\iOO of bis total tax ond surtax
<>"""ual1zed. or CB a propor
d;ter.mined'bY the for.mull.l:

T RefUnd _"l.. '1"1x & S~
U.N. Earn1~B SubJe.ct to ex .... "J.~
lfaxa"'6Ie IIlCOOl6 from m Source B



(b) Procedure 1:or obtBin1~tax reialbU1"Sement. Staff members or
:former staff msrl1.'bera ent'!td to reimbursement of Canadian meonle tax
on aaJ.ar1es and aJ.loWa'l'"\C6S received from the United. Nations ahouJ.d
forward to the Tax Division, Bureau of the Comptroller:

(1) TWo properly compl.eted and a1sned copies of UN Form F/l22.
"Request for Determination and Settlement of Canadian Income
Tax. Refund for the Year ~94_11j together W1.th

(:11) A t rue , correct, and com;plete, signed copy of the final
Canadian income tax re turn for the year, and, if any change
b.8.§ been made upon audit thereof, the latest ''Dcm.:lnian of Canad
Income Tax Notice of Aesee8llleD.t" for the year.

(1it)

(Iv)

t~t:.le~ residence.. In the cale of a ~t-;rear residantraee pa.ra.graph 5 (c) hereof) tlle tl!Qt d.eduction aUmled. for the
nan..:r:·esident ::period of service with the United Nations vill be
applied agrUnst the amount of tax refund otherwise p8.1e.ble-.

~~le.. A Canadian citizen oamed $1,,000 while resident in
Cana :tor OIleMthird of the year 1947 and $3,000 t'rom. the
United Nations While non-resident tor two-thirds of the year ..
W1 th 81.ngl.e exemption, if there vere no other allowable .
deduct10na from income, the tax 'Would be $757 .. 50 ]er sohedule,
les6 $505 non-resident tax dmluot1on (2/3 of $757.50), leav1ng
$252 ..50 total. tax liability.. Under limitation (i1) (B) above,
the tax refUnd wOlld be $568.l3 (3/4 of the $757.50 tax on
$4,,000 ttU:sb1.e incOllk3) J being lower than (A) $59~ .. 67 (2/3 ot
the $887.50 tu computed on an ennue..l1zed U..N. income of
$4,500), leas the $505 non-resident tax deduction, or $63.~3..
This would leave $J.89.. 37 of the total tax liability
($252 .. 50 - $63.13) to be borne by the staff member without
reimbursement, or one-f'ourth of the $757.. 50 tax on $4,000
taxable income 1 the same as though he had been a Whol.e-year
residant. The $1.89.. 37 probably 'Would be more then the amount
of' tax: deducted and paid at source. It Will be clear f'rom
this example that tax: r~imbursanmant is not tU eqU1'\1'alent
of' tax .~tion Where the taxpayer has income not subject
to tax refund" .
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(c) ResEonsibili ties of ~tz,Ye:r:·e.. Canadian taxpayers norme.ll,y will
be expected. to file their returns and comp~ete their payments of taxes
before requesting settlement of their tax refunds. These are personal.
obligations.. Those who cannot complete their payments of taxes
Vithout financial assistance from the Un! ted Nat.Lona may request that
their tax refunds be Siven to them by cheque or draft payable to the
order of the Receiver GenlPral of Oanada., (2hls la done by marking the
first box under paragraph 6 of UN Form. F/122.) In the event of delay;
they should be propared to fila theIr returns on time anyhow, in order
to avoid the penal.ty for l.ate filing, and to :pay any interest coo"Bed
on delinquent tax paymsrrt.s , Interest charges will not be reimbursed.
unless, 1n the opinion of. the Comptroller, they wra incurred for the
benefit of' tlta United. Nations.

By d.1re~tion of the Secretary-Gene~

(SIgned) Byron Price
BYRON PRICE

AssiStant Secretat'y-~eralc

tor Adm1nistrative and Financial Servlces
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