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1. The General Assembly, at its 530th plenary meeting held on 30 September 1955,
decided to place on the agends of its tenth session the item "Use of income derived
from the Staff Assessment Plan: report of the Secretery-General" and to refer it
to the Fifth Committee for coﬁsideration. The Cormittee consildered the item at
its 518th =nd 521st meestings held on 29 November and 2 December 1953.

2. The Committee had before it a report (4/2946) submitted by the Secretary-
General, pursuant to Ceneral Assembly resolution 893 (IX) of 17 December 1954, on
his negotiatlons with those Member States which aﬁ that time had not yet become
rarties to the Convention on the Privileges and Tmmunities of the United Nations,
or adopted alternatife measures to afford appropriate relief to all United Nations
offlcials in the matter of national income taxation. The Secratary-General's
negotistions involved sixteen Member States. The Committee was informed that
gince the date of the Secretary-CGeneral's report, one Member State,
Czechoslovakia, had acceded to the Convention and that as regards the other
fifteen Meﬁbers, the situation remained unchanged, although in some cases steps
were being taken with a view to eventual accession.

%. The Committee also had before it a further report (A/C.5/643) by the
Secretary-General in which he submitted proposals which were designed to achieve
a solutioﬁ of the problem of national texation levied on the emoluments paid to
staff members. Broadly stated, the proposals of the Secretary-Gemeral Involved
the esteblishment of a tax equalization fund comprising sn individusl account

for each Member State to which would be credited:
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(a) The Member State's share of the income from staff asser'ssm.enti in

accordance with the scale of contributions; and

(b) The Member State's share of the amount of $1,500,000 proposed for

trensfer from the Working Capital Funa.l/
During each of the years 1956, 1957 and 1958 the Meuber State's share (under
fe) above} of the current year's income from staff assessment end one-third of
i1ts share (under (b) sbove) of the surplus account would be debited with the
amount of the income tax levied by that Member State on emoluments paid by‘the
United Nations, and eny balance remaining to the credit of the Member State would
be spplied against the budgetary contributions due from it. Thus, a Member State
exempting its nationals in the Secretariat from taxation on the emoluments under
reference would continue, as heretbfore, to receive credit for its share of staff
essessment income. . In addition, it would recover over a period of three years its
share of the surplus account of $1,500,000. In an annex to his report, the
Secretary-General hed indicated the consequéntial changes which would become
necessary in existing authorities should the General Assembly decide to establish
& tex equalization fund in accordance with his recommendation.
L. ‘The Advisory Committee on Administretive and'Budgetary Questions commented
on the Secretary-General's proposals Jn its nineteenth report (A/3035) to ‘the
tenth session of the Général Assenbly. While; in its opinion, the ideal solution
to the problem would have been for all Member States to accede to the Convention,
the Advisory Committee was of the view that the Secretary-General's proposals
represented e practical aéministrative solution of a Question which, over a
period of ten years, had engaged the continuous attention of the General Assembly.
Bubject, therefore, to the cbservations contained in paragrephs k-7 of its report,
the Adviéory Cormittee recommended, for adoption b& the General Assenbly the
substance of the proposals set forth in the emmex to the report (A/C.5/6L3) of
the Secretary-CGenersl. It furfher suggested that, ﬁith specific references to

;/ The amount of $1,500,C00 represents prior budgetary surpluses transferred
during the years 1951 and 1952 to the Working Capitel Fund in accordance
with Gemeral Assembly resolutions 585 (VI) and 676 (VII).
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taxes that might be levied by a provincial authority or constituent State {for
example, the State of New York), the Sccretary-Generel should study the metter
further snd report to the General Assenbly at its eleventh session on measures
designed to achieve a soluticn of the problem. ‘

5. A number of representatives who took part in the discussion believed that the
General Assembly had acted wisely at its ninth session in leaving it open to the
Secretary-General to continue his negotiations with Member States concerned, and
particularly with the Government of the United States of America. While some
representatives belleved that accession on the part of all Member States to

the Convention on Privileges and Immunities was the only ideal solution, they were
prepared to agree with the opinion which was generally held in the Committee that
the proposals put forward by the Secretary-General went a long way to provide a
practical solution tc the problem. In this connexion, the Committee noted that
fifteen\Mémber States had not yet acceded to the Convention but that several of
these Members had made arrangements granting to United Netions officials
exemption from national income taxstion.

6. The representative of the Union-of Soviet Socialist Republics believed that
all Member States should comply with General Assembly resolution 78 (I) end make
the necesséry arrangements to exempt thelr nationals who were United Nations

staff mewbers from netional income tax. He noted that, at the ninth session of
the Assewbly his delegetion had approved in principle the Secretary-CGeneral's
proposa152 presented at that time, provided they were implemented forthwith.

‘He did not believe, however, that these proposals would in themselves wholly
solve the question of double taxation. Glven the fact that over the past

ten years the Organization's budget had been incremsed to the extent of more than
$10;500,000 in the provision of credits for relmbursement of tex, his delegation
considered that no further demands at all should be made upon Member States for
this purpose and that the budget surpluses from previous financiel years, in the
smount of‘$l,500,000, should be credited to the Member Stabes in calculating thelir
1956 contributions. Other delegetions, in commenting on this observation,

recognized that, by reason of the ingbility to find a solution to the gquestion

g/ See ﬁOfficial Records of the General Assembly, Ninth Session, Annexes,
agende item 38, pages 20-22, document A/C.5/58L.
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of double texation, the budget of the Organizstlon had needed to provide the
requisite funds for reiwmbursement, but considered that 1t should not be forgotien
that the Government of the United States had shown a high degree of generosity in
the extent to which it had contributed to the extra-budgetary programmes of the
United Wations and had wade possible by that fact the carrying out of those
important acztivitles,.

{. The Fifth Comnittee took note of the Advisory Committee's observation that,
by 1958, after which year no more credits would te available in the surplus account
part of the Tax Equalization Fund, the proposed plan would meet the situation fully
only if each Member State's share of staff assessuwent income did not fall short of
the ‘amount to be reiubursed in respect of income taxes levied by that Meuwber 3tate.
It was accordingly stressed thet, while there was no absolute certainty that the
budgetery problem in respect of national texation would be finally removed, this
problem would be resolved if in the course of the next two or three years there
was either & reduction of United States taxation or an increase in United Nations
staff assessment. The opinion was generaily shared, however, thet it would serve
ro useful purpose to prejudge the situation that was likely to exist by 1958,
perticularly in view of other possibilities that were open o the Member States
coﬁcerned and to the Secretary-General of keeping the working of the plan under
constant review and, in the event of adverse developments, of teking appropriate
steps. '

8. The representative of the United States of America, after recalling the
commitmenf glven in 195k, stated that, while his Goﬁernment was unable to accede
to the Convention on Privileges and Immunities, it waé ready to accept the
revised proposals of the Secretary-General on the understanding, however, that the
amount standing to its credit in the tax equalization fund would be debited only
to the extent of the amount paid to staff members as double texation relief in
respéct of taxes levied by the United States Government. He accordingly proposed
(a/C.5/L..363) that the draft resolution contained in the amnex to the report
(a/C.5/643) of the Secretary-General should be amended so as to exclude from the
charges ageinst credits in the tax equalization fund any amounts paid by way of
double taxation relief in respect of local or State incowe taxes. The proposed
amendment would not, in the opinion of the United States representative,

prejudice whatever final solution of the problem of State income taxation the
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General Assewbly might see fit to adopt, since no difficulties would in fact arise -
in 1956, provided the Assewbly appfbpriated the sum of $1,630,000 requested by the
Secretary-General for tax reiwbursement purposes. This latter sum, it was pointed
out, inecluded provision in respect of State income taxes for 1955, while actual
reimbursement of such taxes for 1956 would not need to be made until early in

1957, by which Uime the study of this problem which the Advisory Committee had
_suggested_would have been completed and the relevant report considered by the
'General Assembly at its eleventh session.

Q. The representative of the Secretary-General informed the Committee that in the
Secretary-General's proposals it had been conteumplated that, in accordance with
past practice and with the specifiec interpretation wade by the Genersl Assembly in
19h9, reimbursement of State income taxes would be provided for td the same extent
and in the same manner as reluburseument of Federal income téxes. The Secretary-
General was, nevertheless, aware that the question of State income taxes raised
certaln issues of prineciple and policy and that this aspect of the problem wight
accordingly merit further study. The Secretary-General's concern was to find a
solution which would, to the extent possible, meet existing difficulties while at
the same time walntaining the ﬁrinciples upon which the General Assembly had
already declared itself. Should the United Stateskamendment bé approved, it should
in the Secretary—General‘s view be understood that its acceptance would not medify
in any way the Agsewbly's prior decision that such taxes were reimburseble and that,
in the absence of any decision to the contrary, such reimbursement would become a
cherge on the regular budget instead of a charge sgainst the tax equalization

fund. There were, however, s number of alternative arrangements that might be
envisagedrfor dealing with this problem within the framework of the plan which the
Secretary-General had submitted and he wouid undertake to make definitive

prprSals to the Assewbly at 1ts next sesaion in the hope of reaching a final and
couplete solution consonant with the interests of all Member States.

10. After further discussion the Committee adopted, by 3% votes to 5, with

6 abstentions, the amendment proposed by the United States of Americe to inéert
after the words "national income taxes" in paragraph 4 of the draft resolution
establishing a tex equalization fund (A/C.5/643, amnex, section 2) the words

"excluding any local or State income taxes”,
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11, The Chairmaﬁ, before putting to the vote the draft resolutions contained in
the anmex tc the. Secretary-General's report (A/C.5/643), ss swended by the
proposal of the United States of America, drew the attention of the Committee to
additioral drafting changes required in the text submitted. These would provide
for the imsertion of.tﬁa words "not otherwise disposed of by specific resolution
of the General Asseubly" after the words "staff assessment” in the amendment
proposed to article 7 of resolution 359 (IV) in section 2 of the annex, and a
simllar insertion afier the words "Staff Assessment Plan" in parsgraph 1 (a) of
the draft resolution establishing the tax eqﬁalization fund, as set forth in
secfion 3, He further pointed out that adoption of the draft resclution
establishing the tex equalization fund automatically would imply approval of
sections 1, 2, 4 and 5 of the annex. The draft resolution, as emended, was adopted
by the Committee by 42 votes to 5, with no abstentions.

12. The Comumittee also approved, by LO votes to 5, with 2 abstentions, a
Buppleﬁenta:y appropriation in the sum of $l,650,000 fbr the purrpose of
reimbursement of national and Stabe income taxes on the 1955 salaries and
emoluments of staff members.

153, The Fifth Committee‘accordingly recommends to the General Assembly adoption

of the following draft resolutions.
USE OF INCOME DERIVED FROM THE
STAFF ASSESSMENT FLAN
I

ESTABLISEMENT OF A TAX
EQUALIZATTION FUND

The General Asseuwbly

Resolves that:
1. A Tax Equalization Fund shall be established as froﬁ 1 Jemuary 1956
to which shall be credited:
(a) All‘rgvénue derived from the Staff Assessment Plen not otherwise
disposed of by specific regolution of the General,Assembly;
r(b) The sum of $1,500,000 standing to the credit of Mewber States in
the Working Capital Fund, as at 31 December 1955, representing the

amount derived from transfer of budget surpluses in prior'years;
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2. The credits to the Tex Equalization Fund under paragraph 1 (a) above
shall be recorded in sub-accounts of the Fund in the name of each Member State
in the pfoportion of its contributions to the budget for the financial year
concerned;

3. The credit to the Fuﬁd under paragraph 1 (b) above shall be recorded in
the sub-accounts of the Mewber States in the Fund in the amounts established as
their specific credits in the éaid. amount of $1,5C0,000 as set out in schedule G}—/
of statement III of the fipancial accounts of the United Nations for the year
ended 31 December LG54;

L, There shall be charged against the credits of the appropriate Meumber
States undex paragraph 2 gbove all amounts paid under resolution ..... (X) by way
of double taxation relief in respect of national income texes, excluding any
local or State incowe taxes, levied on staff wembers by the Meuwber States concerned
'during each financial year provided that, should the credit under paragraph 2 be
ingsufficient for tThis purpose, all such payments wade after the credit has been
liguidated shall be charged to the credit of the apprOinate Member State under
paragraph 3;

5. The Secretary-General may record obligations against the credits under
peragraphs 2 and 3 above to the extent thet he anticipétes that they will be
ﬁecessary to cover liabilities for double taxation reliefl;

6. The amount credited to the sub-accounts of each Member State in the

Tex Equalization Fund under paragraph 2 above, less the amounts charged or

-obligated against that sub-sccount under paragraph h, shall be set of'f against

the contributions due from the Mewber State concerned in acéordance with the
provisions of financial regulation 5.2 (e)};

7. TFor each of the financial years 1956, 1957 and 1958, one-third of the
anounts credited to the sub-account of each Member State in the Tax Equalization
Fund under paragraph 3 sbove, less the amounts charged or. obligated against that
sub-account in the financial year concerned, shall be set off against the
contributions due -frow the Member State-concérned in eccordence with the provisions

of financial regulation 5.2 (e).

l] See OFficial Records of the General Assembly, Tenth Session, Supplement No. 6,
document Af250L, page 30.
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11

AMENDMENT TO THE FINANCIAL REGULATIONS OF THE
UNITED NATIONS (REGULATIONS 5.2 AND T7.1)

The General Assembly

Amends the Financial Regulations of the United Nations by the addition of the
following sub-paragraphs to the provisions of regulations 5.2 and 7.l, with effect
fromw 1 January 1956:

(1) Add to fimencial regulation 5.2 a sub-paragraph (e) to read:
‘"Mewbers' credits in the Pax Equalization Fund estimated to
be not required to meet charges for tax refunds during the

year, and any adjustments in the estimeted credits previously
taken into account";

(ii) Add to financial regulstion 7.l a sub-paragraph (d) to read:

"Revenue derived Prom the Staff Assessment Plan”.

111

TAX EQUALIZATION - STAFF ASSESSMENT FPLAN: AMENDMENT OF
RESOLUTION 359 (IV) OF 10 DECEMBER 1949

The General Assembly

' Resolves that the provisions of Genersl Assembly resclution 359 (IV) of
10 Decewber 1949 (Tex Equalization - Staff Assessment Plan) be amended as follows,
with effect from 1 Januvsry 1956: |
{i) By the amendment of article 7 to read as follows:
™Ihat revenue derived from staff assessment noi otherwise
disposed of by specific resolution of the (leneral Assewmbly

shall be credited to the Tax Equalization Fund esteblished
by resolution ..... (X)"; '

(ii) By the eddition of a new article 8 reading as follows:

MThere z staff wember is subject both to staff assesswent
under this plan and to national income texation in respect

of the salaries and emoluments paid to him by the °
United Mations, the Secretary-General is authorized to

refund to him the amount of stalf assessment collected from
him provided that:
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(2) The amount of such refund shall in no case exceed
the amount of his income taxes paid and payable in respect
of his United Nations income; @

(b) If the amount of such income taxes exceeds ‘the
amount of stall assessment, the Secretary-Generel may also
pay Lo the staeff wember the amount of such excess;

(c) Payments wade in accordance with the provisions of
this article shall be charged to the Tax Bqualization Fund."






