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To: Caoncdtan Members of the Staff of the United Natione

Subject: LIABILITY AND REIMBURSEMENT FOR CANADIAN INCOME TAX

I. PURPOSE AND APPLICABILITY

1. The puxpose of this document is to explein the present situation with
regard to Ceanedian income tex 118b1l1ty on salaries and allowances paid by
the Unitead Nations; to quote the Secretary-General's euthority for tex
reimbursement to staff members; to prescribe the terms of appointment under
which they may be entitlaed to reimbursement of Canedian income tax lovied
on their United Nations earnings; and to outline the administrative
arrangements, rules, and procedure therefor.

2. The information furnished as to the epplicability of Canadian incame
tax lawe and regulations, while believed to be gensrally reliable , 18
necessarily limited and unofficlal. The tex reimbursement provisions are
Subject to such changes as moy be mede necessary by decisloms of the
General Assembly or by chengea in the Canadlaen income tax laws and
regulations or in the interpretation thereof,

II. INFORMATION ABOUT CANADIAN INCOME TAX LIABILITY

3. Extension of time for filing lgh’( rotwrna. The Secretary-General
received & telegram on pril 1948 from the Permanent Delegate of Cfmada,
8tating in part: "IT WAS ANNQUNCED IN THE HOUSE OF COMMONS ON APRIL 28TH
BY THE MINISTER OF NATIONAL REVENUE THAT THE DATE OF RETURN OF INDIVIDUAL

INCOME TAX FORMS FOR 1047 IS EXTENDED FROM APRIL 30TH 1948 TO MAY 31 19L8".

k. Reservetion to Comvention., Canada has pot yet provided the tax
exemption reguested for United Nations salaries and emoluments, Rec'ently,
on 22 Januery 1948, the instrument of accession of the Govermment of Caneada
to the Convention on the Privileges snd Immunities of the Uni‘t‘:ed Na’ciqnﬂ
was depogited with the Secretariat, but with the reservation “that the
exemptlon from taxes impoged by any law in Cenade on salaries and
emolumente shell not extend to a Censdian citizen residing or ordinarily
resident in Canada". bo limited, the exemption provided in Section 18(b)
of the Convention would appeer to affect only residents of Canade who are
not citizens of Canada and who are not peid at hourly rates, Morem{er, it
would eppesr to be effective only &s frow 22 January IG48. Officie
clarificatlon of both points has been requested,

d in the precsding

v Taxation accord to residence, Except as nots

gﬁr&&:;h under themliszccme Wer Tox Act & staff member normally 1is subject
to, or exémpt from, Canadien income tax o» his United Ifg:i?ne earnings
according to his residence status for the yeer , a8 followa:

{a) Whole-Year Non-Resident (cne who resided or was ordinarily

- taxation year) is not
resident cuteide of Canads during the entire
1liable to taxation on income regeived from the United Nations during

such yoar, /(b) WhnolasYoar
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(v) . Whole-Year Resident (one who resided or wed ordinarily regident
in Cennde during the entire tagation year) is fully taxedle on incohie
received from the United Nhtioms during such yeal, even though earhed

outside of Cenada.

(¢) Part-Year Resident {one Who ceased being, or who became, resident
or oxdinerily resident in Caneda during the taxation year, eo that he

was not & wholesyear resident)

(1) 1is required to report in his income tax return ell income
subjoct to taxation, including income received fram the
United Nations vherever earned; but :

(11) "may 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 neither resided nor was ordinarily resident in
Canada bears to the whols taxation year". (Quotation from
Section 7A of the Income War Tax Act as amended by the

Statutes of 1546)

6. Residence & gquestion of fact. It appears that the act of surrendering
residence in Canede must be eccompanied by & complete severance of all
phyeical ties with Censda. If a texpeyer maintains a house ready for
occupancy in Canada or maintains his wife and femily in Canada, apparently
he is presumed to be "resident or ordinerily reasident in Caneda”. It has
been beld that a person who does not actually live in Canade nonetheless
mey be regarded as a resident if he visits Canada for a portion of the yeer
es part of his regular habit of life or if he maintoins a place of abode
there which he does in fact visit during the year. A general answer canmnot
be given to all the questions of residence or non-residence.

7. Taxation of non-resident sojourners, employees, & other non-residents,
As an olternative to resldence as a condition of liability to tax, the
Income War Tax Act provides that a person who sojourns or visite in
Cenada for & period or periods of 183 desys during the year or who is
carrying on buslness or ie employed in Canada at any time during the year
is taxeble on his whole income for the year, For this purposs, to be
"employed in Canada', the employment must be regular and continuous,
requiring the personal services of the employee and requiring him to
perform some part of his services in Canada, and hls remuneration must be
derived from sources in Canada; but it seems unlikely under present
conditiong that remuneration from the United Nations Headquartsrs would be
considered as "derived from sources in Canada". Aleo taxable under the
Act 18 a non-Yyesident who derives income for services rendered in Canada
at any time in the year, otherwise than in the courase of regular oy
continuous employment, for any perason resident or carrying on buslness in
Canada; but it seems unlikely under present conditions that the

United Natlons would be considered ag "carrying on business in Canada",

8. Reporting texeble income recelved from the United Nationa,

(a) Reimburpements for vouchered expenses are to be excluded from
taxeble income reported in the Canadian retwrn forms,

(b) That part of a termination distribution from the Provident or
Pension Fund which represents the staff member's own contributions
to the Fund elso should be excluded from taxzable income, except
ingofar as the staff member may heve claimed and been allowed a
deduction from texable income for his contributions to such Fund,

L4

J(e) ALl wavouchered
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(c:)L All unvouchered allowances snd epecial grants ee well as busic
a'a ary and other payments of compensation should be included as
taxable incoms, except to the extent thet they moy be specifically
exempted under the Cenndian income tex regulations, In this
connection, the Deputy Minister of National Revenue.) has been
requested to extend to Cancdlan residents employed by the

United Nations and Specialized Agencies in the United States the
principle of exempting a part of thelr comparatively higher salaries
and asllowances becausge of the camparatively higher living costs in
the United States, A decision is expected to be announced during
May 1948. The principle has already been catablished for U.N.R.R.A,.
employees (Memorandum No. 96 (1946-47) to Inspectors of Income Tax
File "U", issued by the Deputy Minister (Taxation), 17 March 194T).

ITI. TAX REIMBURSEMENT PROVISIONS

. Authority for income tax reimbursement. The Genersl Apsembly resolved,
on 13 February 19Lb, that: 'Pending the neceseary action being taken by
Members to exempt from national taxetion salariecs and sllowances paid out
of the budget of the Organization, the Secretary~-General is tuthorized to
reimburse staff members who are required to pay taxation on salaries and
wages received from the Organization;” and, on 20 November 1947: "That, in
order to achleve equality among stoff members, the Secretary-General 1g
snthoriged to reimburse staff members for pational taxes pald on eulorles
élggS ﬁllovances recelved From the United Naotions during 1946, 1947, ond

10, Entitlement to Cansdian income tox relmbursement. Canadion nationalse
are entitled to reimbursement of Canadlan income tax on anlaries and
allowoances received from the United Nations only as enmually authorized
by the General Assembly and only under terms of appointment elther -

(a) which contein the tox refund provision, "Any taxotlon lovied on
your gsolary by your national government will be refunded to you by the

United Nations", or

(b} which were slgned after L November 1947 ond provide a bosic enmal
salary at & net-of-tax level (1.e,, not deacribed as "grose") .

1l. Administrative ar ements. rulea, and procedure, Respongibility and
authority for reimbureement of Censdian income Tox levied on United Netions
paleries and allowences have been peeigned to the Bureau of the Comptroller,
subject to the following yules and procedure:

(2) Limitations on amount of tax refund.,

~year employment. In the case of o staff member
() i;;ioied th?gughygut the entire tagation year under terms of
appointment entitling him to tax reimbursement, the taxable
refund may not excead the minimm tex that would be lt),ay o
on his United Nations earnings only, computed without rega.

to eny other incomo.

in the case of @ gtaff member B0
the entire texatlon year, the tox

refund may not excoed either (A} or (B}, whichever is the

jesger: (4) @ proportionate pert of the minimum tax ﬁings
would be payable on the basis of his United Nu‘cionade ning
ennualized; or (B) a proportion of bis total tax ond eu

dotermined by tho formulas
Tex Refund  x Totad Tax & Surbex

U.N., Barnings Subject to
'Taxa'EIe Tﬁcome from EIi Sources

(11) Pert-yeor employment.
employed for Jess than

J(i11) Perboyesr
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(111) Pert-year residence. In the case of & part-year regident
{Bee paragraph 5 (c) hereof) the tax deduction allewed for the
non-resident period of service with the United Nations will be
applied against the amount of tax refund otherwise payabls,

(1v) h%le. A Cenadian citizen earned $1,000 while resident in
Cenada for one-third of the year 1947 and $3,000 from the
United Natione while non-resident for two-thirds of the year,
With slngle exempiion, 1f there were no other allowable
deductions from income, the tax would be $757,50 per scheduls,
less $505 non-resident tax dsduction (2/3 of $757.50), leaving
$252,50 total tax liability, Under limitation (i1) (B) above,
the teax refund would be $568,13 (3/4 of the $757.50 tax on
$4,000 taxable income), being lower then (A) $59L.67 (2/3 of
the $887,50 tax computed on an ennualized U,Ne income of
$4,500), less the $505 non-resident tax deduction, or $63.13,
This would leave $189,37 of the total tax liability
($252.50 - $63,13) to be borne by the staff member without
reimbursement, or one-fourth of the $757.50 tax on $4,000
texable incoms, the same a8 though he had been a vhole-year
residents The $189,37 probably would be more than the amount
of tex deducted and paid at source, It will be clear from
this example that tax reimbursenment is not the equivelent
of tax egesgption whare the texpayer hes lncoms not subject
to tex refund, '

(b) Procedurs for obteining tax reimbursement, Staff members or
former staff meribers entitled to reimbursement of Canadian income tax
on salaries and allowances recelved from the United Nations should
forward to the Tax Divislon, Bureau of the Comptroller:

{1) Two properly completed and signed coples of UN Form F/f122,
"Request for Determination and Settlement of Cansdian Incoms
Tex Refund for the Year 194 "; together with

(i1) A true, correct, and complets, signed copy of the final
Cansdian incoms tax return for the year, and, if any change
has$ been made upon audit thereof, the latest "Dominion of Canad
Income Tax Notice of Assesament" for the year,

{¢) Responaibilities of Taxpayers. Canadien taxpayers normelly will
be axpected to iile their returns and complete theixr payments of taxes
before requesting settlement of thelr tax refunds, These are personal
obligations. Those who cannot complete thelr paymenta of taxes
without financisl assistance from the United Natlons may request that
their tax refunds be glven to them by cheque or draft payasble to the
order of the Receiver Gensral of Canada. (This is done by marking the
first box under paragraph 6 of UN Form F/122,) In the event of delay,
they should be prepered to file their returns an time anyhov, in order
to avold the penalty for late filing, and to pay any interest charged
on delinquent tax peyments. Interest charges will not be reilmbursed
unlees, in the opinilon of the Comptroller, they were incurred for the
benafit of the United Natloms. '

By direction of the Secretary-General

(slgned) Byron Price
BYRON PRICE
Asgistant Secretary-General
for Administrative and Financial Services

Attachments; ' |
UN Form ¥/122 (2 coples)





