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INTER-GOVERNMENTAL CONFERENCE  Brussels, 1 October 1971
FOR THE SETTING UP OF A EUROPEAN R
SYSTEM FOR THE GRANT OF PATENTS . BR/GT II/17/71

- Secretariat -

NOTE FROM THE SECRETARIAT

Sub]ect System of income tax applwcable to OfflClalS of the
European Communities .

At toe 4th meeting of the Conference (20/28 April

- 1971) the Secretariat was instructed to explaln the principles
whereby the European Communltles levy a Community tax on the
salaries of their OfflClalS - This note 1s intended for the |
preparutlon of the work on this questlon which Worklng Party
II has been requested to carry-out (cf.. report of the: 4th
meeting, BR/125/71, p01nt 152) ’

The delegétions on Working Party II will f£ind =
note to this effect annexed hereto. ' : ’ '
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NOTE

Subject: System of income tax applicable to offlcials of the ,
European Communities o .

I. svplicable texts

'mheISystem of income tax applicable to officials
~of the uuropean Communities is lold down in the following
prov151ons, the text of which is reproduced in the ‘Annexes
to thisjnote o

(a) Artlcles ﬂ}, 14 and ﬂ6 of the Protocol on the"
Privileges and Immunities of the European uconomlc
uommunlty (JO No. 152/07, page 15) (Annex I),_;

(b)'Reculatlon laying down the conditions and procedure
for appllcatlon of the tax instituted for the: ‘benefit
;of the European Communltles (0J. Nod.L 56/68 pages 8

. to 40) (Annex II),_
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(c). Articles 2 and 3 of the Regulation determining the
categories-of officials and other employees of the
European Communities to whom the provis ons of
Articles 11 12, second paragraph, and 13 of the
Protocol on the Pr1v1leges and Immunities of the
Burcpean Communities apply (OJ No. 181, page 2880/65)
(Annex III) '

IT. Principles»

The essentiai purpose of Article 13 of the Protocol
on Privileges and Immunities, which replaces the
various national imcome tax systems, is, firstly, to
prevent the operatlon of different tax rates modlfylng
to some extent the Member States' actual contributions
'to_the,Communlty budget, and secondly to avoid equality
of remuneration between.officials being affected.

_ Bearlng 1n mlnd the obJect of 1nst1tut1ng a
.genulne tax and not . a mere pay arrangement the

aCommunlty 1ncome tax system takes the legal form of a _—
regulaulon dlrectly appllcable 1n the Member States.

3. Persons_liable to_the_tex
Those persons who are officially recognlsed as
being accorded the . pr1v1lege of exemptlon from payment
of national income tax are liable to Communlty tax
(cf Annex IIT).
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' The total earnings ("salaries, wages and
emoluments")'are'subject to Community income tax.

The following are however exempt:

(i) sums representing compensation for expenses incurred
- in the performance of duties; IR '

(ii) social and family allowances'and benefits.

' Community tex is deducted -monthly at source.
.z *The systen Qf ennual levying-of incone tax in
:fopce‘in the’MembervStates‘has,been eschewed for reasons.
of administrative simplicity. A |

Since income tax is Jevied at source, the
"principle of annual paymént of income tax'would involve
fpro¢edur65'requiring'annual settlements,"which‘would_in
turn preéﬁppose the éxiStenéé'éf a special department to f
-deal wiﬁh taxes, whereas thefprinciple of monthly tax pay-
pents enables the income -tax to be levied every time
salaries are paid. Thus problems of settling tax payments

arise only in the event of :
'(i)“baymeﬁtsifor peribds‘bf less or more than one monthj;

(ii) baék paymenﬁé:COVering severaifmbnthsf .
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Article 13 of -the Protocol on Privileges and
Immunities lays down that the income tax is levied
for the benefit of the European Communities; the tax
revenue’'is thus entered as income in the Communities'
budget. ' B |

ITITI. Remarks on certain Articles“bf the Regulation on the

Community tax

1. Article_3, paragraphs 1_to 3 (basis cf assessment)
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Pursuant to the provisions of Article 1, para-
graphs 1 to 3, the following items of remuneration
are liable to Community\?ax:

(i) basic salary-(Articlez66 of the Service Regu- ‘
- lations of officials of the European Cormunities);

(ii) differential allowance in the event of temporary
- . occupation of a post within a higher category -
(Article 7, paragraph 2 of the Service Regula-
tions; o '

(iii) flat-rate temporary allowance (Article 4*bis,
- Annex VII to the Service Regulations); -

(iv)'remuneration'for overtime (Article 1; Annéx_VI
= to the Service Regulations); ' : '

(v) severance grant (Article 12, Annex VIII'to‘thé
'~ Service Regulations); . S :

(vi) compénéatioﬁ for annual leave'unused at the time
: ~of leaving the Communities' service (Article 4,
‘Annex V to the Service Regulations) ; '

(vii) special allowances paid for: o -
(a) arduous working conditions (Article 400 of
the Service Regulations)
(b) exceptional service (Article 99 of the Service
‘ Regulations) . :
 (c) patented inventions (Article 94 of the Service
Regulations) . - -~ . . _
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Article 3, paragraph 4 (abatement for occupational

expenses’ and_dependent ehildren - -~

The_abatements,pfo?ided_fgr are on a proporﬁional
basis;’ contrary to' the provisions of certain national
'tax systéms, it is not.possible to take into account

" any .individual cases of heavy éxpenses..

- é;ggglg_il;parégrapﬁ_S~§tax allowance- for_social

_ fAt.present_thé foilowing contributions are
deductible for tax assessment purposes?

(i) pensions contributions (6% of the basic salary);
(ii) sicknéss insurance contribuﬁions (1.5%);
(iii) accident insurance contributions‘(olﬂ%).'

_ Theroverall_rate:Of’taxationvon a_taxable
amount of:: ' S

45,000 FB is 1,152 FB. . i.e. 7.67.%,

25,000 FB . 2,354 FB. . . 9.41%
40,000 FB 5,736 FB - . 34 %
60,000 FB 13,620 FB ° 22.70 %

- 80,000 FB - 22,620 FB 28.27 %
©: 100,000 FB - 31.620 FB . 31:82 %
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' This Article is intended to neutralise the effect
of corrective factors applied:

(i) to make allowance for differences in living con-
- ditions in the various places to which officials
of the European Communities are seconded (Article
‘64 of the Service Regulations of officials of the
European Communities); br,_byxway of exception,

(ii) to make allowance — jirrespective of annual
ad justments in earnings — for Substantial‘fluc-
tuations in the cost of living (Article 65,
paragraph 2 of the Service»Regulations)..,

Paragraph 1

‘Since overtime earnings and other emoluments as
prbvided for in this paragraph might have the effect
of'plaéing overall'earnings in a higher income tax
bracket, provision is made, to offset this eventuality,
for such extra earnings and emoluments to be taxed at
the rate which was applicable to the highest fraction
of remuneration during the month preceding payment
(this}ratg clearly being considerably higher than the
actual rate of ovefall income tax). 'A-preferential
scale is applied to the"séverence grant referred to in
Article 12 of Annex VIII to the Service Regulations of
officials and in Article 39 of the conditions of employ-
ment of other employees. ' '
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Paragraph 2 (minimum subsistence rate)

In view of the fact that in principle any amount
in excess of 80% FB is liable to tax, it has been-necessary
to specify that the application of the Community incone
tox shall not have the effect of reducing earnings,to an
amount less than the pninimun subsistence rete (currenyly
8,480 FB). This provision applies in particular.to -certain
survivors' pensions.

In practice, all.operations involved in the
deduction of income tax are carried out by using the
mechanocgrephic process for payment of salaries.

prpmiuimgepeopuipep S LS od ol bt

These Articles coVver certain special gquestiors

peculiar to the European Communities.

BR/GT 1I1/17 e/71 son/PB/prk







PROTOCOL ON PRIVILEGES AND TMMUNITIES

of the European_Communities

“ Article 13 S

officials and other servants of the Community shall be
1iable to a tex for the benefit of the Community on salaries,
wages and emoluments paid to then by theiCommunity,~in accor=
dance with ‘the ‘conditions and procedure‘laid down by the .
Council, acting on proposals submitted by-theiCommission within

one year of the entry into force of this Treaty.

They shall be exempt from national taxes on salaries,

wages and emoluments paid by the Community. .

 Article 1A

' In the application of income tax, wealth tex, and death
duties and in the application of conventions'on'the'évbidance‘
of double taxation concluded between Member States of the
Communitys, officials and other servants of the Community who,

" golely by reason of the_perfdrmancejof“their duties in the '
‘serﬁice ofvthe'Community3 establish thelr residence in-the‘jl'
territory of a Member State other than their country of domicile
for taX purposes st the time of entering the-service of.th¢ °:
Community, shall be considered, both in the country of_theif:
sctual residence and in the country of domicile for tax pur-—

poses, &8 having paintained their domicile in the latter

country provided that it is & member of the Community{ 'This
‘gr/GT 1I/17 e/71 (nnex 1) nan/PB/PTE S e



of‘the country where they are staying shall be~exempt from'
death duties in thatjcountry;‘such DProperty shall, for the

assessment of such duty, be considered ag being in the country .

of domicile-for tax Durposes, subject to the rights of third
countries andg to. the possible'application of provisions of

proﬁisions éf.this Article.

Article 16

12, 13,‘secchd.paragrapﬁ,,and Article-14 shall apply, ih
whole or in part. . |
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'REGULATION (EEC, EURATOR, ECSC) No. 260/68
REGULAL OF THE COUNCIL

of 29 Fcbruary 1968

laying down the conditions and procedure for application
~ of the tax instituted for the benefit of the
European Cominunities

THE ( OUNCIL OF THE EUROPEAN CCMMUNITIES,

Having RiEGarD to the Trealy seuting up ua single Council and a single
Commission of the European Communitics ; ,

HavING REGARD to the Protocol on the priyilcges and immunities of the-
Europcan Communitics, and in particular Article 13 thereof ;

HAVING REGARD to the proposal of the‘Commission :

WIIERFAS it is neccssary to lay down the conditions and proccdure undc;.
which the wares, salarics and emoluments of omC}a]s and other seryan(is o
" the Communitics, as well as persons to whom Ar.tlclc 13 of the Protocol on
privilezes and immunities also applies. shali be liable to the
by the aforcsaid Article; , :
" HAS /ADOPTED THIS REGULATION:—
V ©  ARTICLE |

©.° The 15x on wages, salarics and emoluments p_aid by the (.omm-unllncis' to
" “their wiicials and other servants, set up under Article 13(1) of the Protocol on

down in this Regulation. ‘ L

S 2 " ARTICLE 2 |

. The following shall be liable for the tax:-— "~ .
. p rrsons” subject lo the Secrvice Regulations or to the conditions of

~ employment for other scrvants of the Communitics including rccupxcnlls .
ol the compensation provided in the cvent of removal from office in the o

B “interests of the scrvice, except focal cmployees ; o ‘.
-rccipicﬁls of invalidity, retirement and sutvivor’s pensions paid by (I\«.
Communritics ; : , . , o . ‘l
recipients of the compensation on tecmination of service provided by

Arli':l‘: 5
Council.
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tax established .

the privileges and immunities of the European Communilic's, shall be dcltcfi 3
* mined under the conditions and collected according to the procedure laic

of kegulation LEC, Euratein, ECSC) No. 259/68' of lh.c :

ANNEX II
ARTIcL: 3
I. The tax shall be payable cach month on wages, salaries and cmoluments
paid by the Communitics o cuch person liable.
2. Howc\(cr. monics and grants, whether lump sums or not, representing
compensation for expenses incurred in the performance of oflicial dutics,
shall be excluded from the basic tax asscssment,

-3. The family allowances and social benefits listed below, shall be deducted )
from the basic taxable assessment: — :

(@) Family allowances:
-—head of houschold’s altowance,
—dependent child's allowance,
—school fees allowauce, .
——ullowance on the birth of a ¢hild
(b) Social assistance :
(¢) Allowances paid on account of becupation disease or accideni ;-
(d) Pari payments on account of aii kinds of family allowances,
The amount of deduction made shall be calculated, having regard where
necessary to the provisions of Arlicle 5. »

4. Subject to the provisions of Article 5. an abatement of 109 for occu-
pational and personal expenses shall be made from (he amount resulting from
the application of the foregoing provisions.

A supplementary  abatement equivalent (o twice (he amount of the

allowance for a dependent child shall be made for cach dependent child of
“the person liable as well as for cach person assimilated 10 the status of a

dependent child within the meaning of Article 2(4) of Annex VII to the
Service Regulations. S :

5. Deductions from remuneration of persons liable on account of pensions
and retircment allowances or of social security shall be deducied from the
basic taxable assessmient. R :

S ARTICLE 4

The tax shall be caleulzted on the taxable amouwit obtained b'y applying'

. Article 3 and treating as nil any fraction not exceeding 1B 803 and subject to

the provisions of Articje § by also applying the raie of: —
8 9% to lractions between 803 and 14178 ¥'B
10 % to fractions between (4,179 and 19.528 I'B
12:50% to fractions between 19.529 and 22,380 1B
15 9% to fractions between 22.381 and 25413 1B
17:50% to fractions between 25.414 and 28,265 B
20 % to fractions between 28.266 and 31.030 I'B
32:507% 1o fractions between 31.031 and 33.883 1°B -
25 Y% to fractions hetween 33.884 and 36.648 I°'B
27°50% to [ractions boiween 36.649 and 39.500 I'p
30 % to fractions between 39.501 and 42.265 |'p
- 32:50%, to fractions brtween 42,266 and 43118 ¥'p -
35 % to fractions between 45,119 and $7.883° 7B
40 9 to fractions tetween 47.884 und $0.735 1
.45 . o fractions above 50.735 ¥B )






ARTICI £ S
When wages, salarics and emoluments are subject to a corrective lacior:

{a) the amount of cach of the elements included in the calculation of the
tax, except deductions made from the remuneration of persons liable
by way of pensions, and retirement allowances or of social sccurity,
shall, for the purpose of giving effect to this Regulation, be obtzined
by applying the corrcclive factor to the:amount of such clement as
calculated before applying any corrective factor to the remuneration ;

(h) the amount of abatements mentioned in Articie 3(4) shall be obtained
by applying the corrective factor to the amount of the abatements as
-calculated before lhc .lppllC'\llon of any corrective factor to the
rcmuncrallon ;

{¢) the amounts of the fractions of income shown in Arnclc 4 shall bc

subject to the corrective factor.

_ * ARTICLE 6
1. As exceptions to the provisions of Articles 3 and 4:—
(a) the sums paid :
—as compensation for extra hours worked,
—for extra hecavy work, '
—for exceptional services,
—for patented inventions,

shall be assessed for purposes of the tax which, in thc month pre-
ceding that of payment, was applicd to the highest fraction of the
" taxable amount of the official’s remuneration ¢

(b) payments made on account of termination of service shall be payable,
after applying the abatements laid down in Article 3(4), at a rate
cqual to (wo thirds of the ratio existing, at the time of last salary
payment, bztween :

—-the amount of tax payable i\nd
—the basic taxable assessment as defined in Article 3

2. The application of this Regulation shail not have the effect of reducing
wages, salarics and cmoluments of cvery kind paid by the Communities: to
;an amount less than the minimum subsistence ratc as defincd in Arlicle 6
of Annex VIII to the Service Regulations of Oflicials of the Communitics.

ARTICLE 7

’ thn lhc tax paymcnt covers a pcnod of less than one momh the payable
rate of the tax shall be that which is applicable to the corresponding monthly
paymenti.

“When the tax payment covers a period of more than one month, the tax
shall be calculated as if this payment had been spread evenly over the months
to which it relales.

Corective payments not related to the moath during which they are paid

shall be subject to the tax to which they would have been subject had they

been made at the proper tip~ .
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Annicer 8
Tax shall be collected by means of deduction at sourcc. lis amount shall
be rounded off to the lower unit.
ARTICLE 9
The tax revenue shall be entered as income in the budgets ol the
Communitics.
ArTICLE 10 )
The governing bodics of institutions of the Communities shall collaborate

+ for the purpose of ensuring a unilorm application of the provisions of this

Regulation.
The Council shall adopt. on the proposal of the Commission, any provision.i
necessary for the application of this Regulation. .
AnrticLe 11
This Reguiation shall also apply : —
to members of the Commission;

to Judges Advocates General, the Registrar and Rapporteurs attached
to the Court -of Justice,

to members of the Board of Audit.
Anricre 12
This Regulation shall apply to members of agencies of the Europcan

Investments Bank, as well as to members of its staff and recipients of the

pensions it pays, who arc included in the categories fixed by the Council in
application of Article 16(1) of the Protocol on privileges and immunities, with
regard o wages, salarics and cmoluments as well as invalidily, retirement
and survivor's pensions paid by the Bank,

ArtvicLp 13
The Compensation grants and payments referred to in Article 12 of

- Regulation No. 32 (EEC), 12 (EALECK", shall be oxempl from iie tov,

ArticLe 14
Regulations No. 32 (EEC), 12 (EAECQC) arc hereby revoked.
ARrTiCLE |5
“This Regulation shall come into force on the day following its publication

~in the Ofiicial Journal of the Europcan Communitics.

This Regulation shall be binding in its entirety and directly applicable in
all Member Siales.

Done at Brussels, 29 February 1968






ANNEX ITI

COUNCIL RLGULATION No. 8/65/EURATOM No. 127/63/EEC |

of 3 December 1963

determining the categories of officials and other”employeesl
of the European Atomic Energy Community and
the European Economic Community to whom the
provisions cf Articles 14, 12, second péragraph, Bnd
13 of the Protocols on the Pr1v1leges and Immunltles
of the Communities apply

Article 2

The provisions of Article 12 second'paragraph'of'the v
Protocols on the Pr1v1leges and Immunities of the Communlty
are appllcable to the follow1ng categorles

(a) Dersons coming under the Serv1ce Regulatlcns or
- Conditions of Employment appllcable to other servants of
the CommunlJy, 1nclud1ng those who receive. ‘the compensatlon;
prov1ded for in case of retirement from employment 1n the
1nterest of the SerV1ce, with the exceptlon of local staff,

(b)_Persons receiving invalidity, retirement or survivors'.
‘pensions paid by the Communities. -
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Article 3

The prov151ons of Artlcle 13 of the Protocols on the
Pr1v11eges and Immunities of the Communities are appllcable
- to the following:- ' '

(a) Officials who come under the Service Régulations of -
officials of the Communities;

(b) Staff coming under the Conditions of Employment applicable
to other servants of the Communities, with the exception
of local staff.
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