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6. The Subcommittee intends to meet again before the April 2020 meeting of the 

Committee. Based on tKH�GLVFXVVLRQ�RI�WKLV�QRWH�DW�WKH�&RPPLWWHH¶V�April and October 2019 

meetings and on the written comments already received and those that will be sent after the 

nineteenth session, the Subcommittee will then revise and complete the Guidelines for final 

discussion and approval at WKH�&RPPLWWHH¶V�twentieth session in April 2020. 
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Executive Summary 

 

The practice of granting tax exemptions with respect to official development assistance (ODA) 

projects is widespread among developing countries. A recent survey shows that such 

exemptions are most often provided with respect to value-added taxes, customs duties as well 

as corporate taxes, personal income taxes and payroll taxes, including taxes withheld at source. 

There are no reliable estimates of the overall tax revenues foregone through such exemptions. 

The Addis Ababa Action Agenda, which includes a comprehensive set of measures aimed at 

addressing the challenges of financing the 2030 Sustainable Development Goals, includes a 

FRPPLWPHQW�WR�³FRQVLGHU�QRW�UHTXHVWLQJ�WD[�H[HPSWLRQV�RQ�JRRGV�DQG�VHUYLFHV�GHOLYHUHG�DV�

government-to-government aid, beginning with renouncing repayments of value-added taxes 

DQG�LPSRUW�OHYLHV�´ 

This note includes a set of Guidelines that were developed by the United Nations Committee 

of Experts on International Cooperation in Tax Matters in light of this commitment. The 

Guidelines seek to facilitate the consideration of whether or not tax exemptions should be 

requested with rdevEct t
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http://www.oecd.org/dac/financing-sustainable-development/development-finance-standards/What-is-ODA.pdf
http://www.oecd.org/dac/financing-sustainable-development/development-finance-standards/What-is-ODA.pdf
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 Tax5 exemptions for various transactions under ODA projects 
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The survey also indicates that in most countries, there are no published estimates of the tax 

revenues foregone through these exemptions.9  

 The tax rules applicable in developing countries will often provide for an exemption 

without the need for a specific exemption for ODA projects. For example, a non-resident 

importing goods which will be taken out of the country after being used for a project might 

qualify under the terms of a general customs regime for temporary imports. Also, a non-

resident which provides services p4.9e3d by a foreign donor without having a permanent 

establishment in the developing country where the work is carried on might not be subject to 

income or corporate taxes under the income tax legislation of that country or under the terms 

of a generally applicable tax treaty, ag4.9e3n without specific reference to the ODA project. 

 Each donor is of course free to establish the conditions under which it is willing to 

provide ODA. Some donors may be concerned that the imposition of taxes would decre4.9ese 

resources av4.9e3lable for development activities and that it would be diff.9e3cult to rally domestic 

support for payment of taxes.  

 Donors should recognize, however, that tax exemptions cre4.9ete significant diff.9e3culties for 

developing countries and run counter to the objective of strengthening domestic resource 

mobilisation. One of the four principles for strengthening the effectiveness of development 

cooperation that were endorsed in 2011 by 161 countries through the Busan Partnership for 

Effective Development Co-operation is that co-RSHUDWLRQ�³investments and efforts must have 

a lasting impact on eradicating poverty and reducing inequality, on sustainable development, 

and on enhancing developing countries’ capac3ties, aligned with the priorities and policies set 

out by developing countries themselves” [emphasis added].10  

 Donor countries, their 4.9e3d agencies and the international organizations through which 

ODA is provided to a country should therefore refr4.9e3n from requesting exemptions from tax 

https://www.oecd.org/dac/effectiveness/49650173.pdf
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apply to international assistance provided directly by NGOs, private assistance raises a 

distinctive set of issues and is therefore not addressed in these Guidelines. Also, to the extent 

that a project involves public and private funding, the Guidelines only apply to the extent that 

the public funding constitutes ODA.  

 The Guidelines incorporate a number of existing international tax principles that are 

reflected in multilateral instruments as well as in the network of bilateral tax treaties based on 

the OECD and UN Model Tax Conventions. The Guidelines recommend that the tax treatment 

of transactions related to ODA projects comply with these principles.  

 The Guidelines have been prepared for purposes of assisting donors and recipient 

countries in determining the appropriate tax treatment of ODA projects. The Guidelines should 

facilitate the discussion of tax issues between donors and recipients of ODA. They should also 

avoid a proliferation of different rules, which would reduce transparency and increase the 

administrative and compliance burden of both donors and recipients. Since some donors 

already

ODA  
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QRW�FRQVLVWHQW�ZLWK�WKHVH�*XLGHOLQHV�RU�LQ�H[FHSWLRQDO�FDVHV�ZKHUH�VHULRXV�FRQFHUQV�ZLWK�

WKH�SD\PHQW�RI�WD[�WR�WKDW�FRXQWU\�UHVXOW�IURP�D�UHYLHZ�RI�WKH�JRYHUQDQFH�VWUXFWXUH��WD[�

V\VWHP�RU�WD[�DGPLQLVWUDWLRQ�RI�WKDW�FRXQWU\� 

�� 5HFLSLHQW�FRXQWULHV�VKRXOG�HQVXUH�WKDW�WKHLU�WD[�WUHDWPHQW�RI�WUDQVDFWLRQV�UHODWLQJ�WR�2'$�

SURMHFWV�LV�FRQVLVWHQW�ZLWK�WKHVH�*XLGHOLQHV�� 

�� 5HFLSLHQW�FRXQWULHV�DV�ZHOO�DV�GRQRU�FRXQWULHV��WKHLU�DLG�DJHQFLHV�DV�ZHOO�DV�LQWHUQDWLRQDO�

JRYHUQPHQWDO�RUJDQL]DWLRQV�WKURXJK�ZKLFK�2'$�LV�SURYLGHG�VKRXOG�PDNH�HYHU\�HIIRUW�WR�

HQVXUH� WKDW� RIILFLDOV� IURP� WKH� 0LQLVWU\� RI� )LQDQFH� RU� WKH� WD[� DGPLQLVWUDWLRQ� RI� WKH�

UHFLSLHQW�FRXQWU\�DUH�LQYROYHG�LQ�WKH�QHJRWLDWLRQ�DQG�GUDIWLQJ�RI�DQ\�SURYLVLRQV�GHDOLQJ�

ZLWK�WKH�WD[�WUHDWPHQW�RI�WUDQVDFWLRQV�UHODWHG�WR�2'$�SURMHFWV��LQFOXGLQJ�ZKHUH�DQRWKHU�

PLQLVWU\�RU�JRYHUQPHQW�DJHQF\�LV�WDNLQJ�WKH�OHDG�LQ�WKH�QHJRWLDWLRQ�RI�DQ\�DJUHHPHQW��

OHWWHU�� PHPRUDQGXP� RI� XQGHUVWDQGLQJ� RU� RWKHU� GRFXPHQW� WKDW� ZLOO� LQFOXGH� VXFK�

SURYLVLRQV��8QOHVV�H[SUHVVO\�DJUHHG�RWKHUZLVH��WKHVH�SURYLVLRQV�VKRXOG�GHDO�H[F
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SURFHGXUHV�WR�HQVXUH�WKDW�JRRGV�DQG�VHUYLFHV�RQ�ZKLFK�LQGLUHFW�WD[�ZLOO�EH�UHOLHYHG�DUH�

XVHG�IRU�WKH�SXUSRVH�RI�WKH�UHOHYDQW�SURMHFW�� 

�� $Q\�DJUHHPHQW�FRQFHUQLQJ�VXFK�UHOLHI�IURP�LQGLUHFW�WD[HV��LQFOXGLQJ�FXVWRP�GXWLHV��ZLWK�

UHVSHFW� WR� JRRGV� XVHG� LQ� UHODWLRQ� WR� DQ� 2'$� SURMHFW� VKRXOG� VWLSXODWH� WKDW� ZKHQ� WKH�

UHOHYDQW�JRRGV�DUH�GLVSRVHG�RI�LQ�WKH�UHFLSLHQW�FRXQWU\�RU�RWKHUZLVH�GLYHUWHG�IURP�WKHLU�

LQWHQGHG�SXUSRVH��WKH�JHQHUDO�GRPHVWLF�UXOHV�RQ�GLVSRVDO�RU�GLYHUVLRQ�DSSO\�HTXDOO\�WR�

WKHVH�JRRGV��LQ�SDUWLFXODU�ZLWK�UHVSHFW�WR�SURFHGXUDO�DVSHFWV�DQG�WKH�LPSRVLWLRQ�RI�GXWLHV��

WD[HV��LQWHUHVW�DQG�SHQDOWLHV�LQ�FDVH�RI�GLVSRVDO�RU�GLYHUVLRQ� 

��� 5HJDUGOHVV�RI�ZKHWKHU�RU�QRW�WD[�H[HPSWLRQV�IRU� WUDQVDFWLRQV�UHODWHG�WR�2'$�SURMHFWV�

DUH�JUDQWHG��GRQRU�FRXQWULHV�� WKHLU�DLG�DJHQFLHV�DV�ZHOO�DV� LQWHUQDWLRQDO�JRYHUQPHQWDO�

RUJDQL]DWLRQV�WKURXJK�ZKLFK�2'$�LV�SURYLGHG�VKRXOG�FRPSO\�ZLWK�WKH�LQIRUPDWLRQ�DQG�

ZLWKKROGLQJ�WD[�UHTXLUHPHQWV�RI�UHFLSLHQW�FRXQWULHV�ZLWK�UHVSHFW�WR�SD\PHQWV�WR�WD[DEOH�

HQWLWLHV�PDGH�LQ�UHODWLRQ�WR�WKHVH�SURMHFWV� 

B. Internationally-recognized tax principles applicable to ODA projects 

3DUW� %� RI� WKH� *XLGHOLQHV� GHVFULEHV� LQWHUQDWLRQDOO\�UHFRJQL]HG� WD[� SULQFLSOHV� WKDW� GRQRU�

FRXQWULHV��WKHLU�DLG�DJHQFLHV�DV�ZHOO�DV�LQWHUQDWLRQDO�JRYHUQPHQWDO�RUJDQL]DWLRQV�WKURXJK�ZKLFK�

2'$�LV�SURYLGHG�PD\�H[SHFW�UHFLSLHQW�FRXQWULHV�WR� IROORZ��$V�LQGLFDWHG� LQ�*XLGHOLQH���� WD[�

H[HPSWLRQV�IRU�2'$�SURMHFWV�DUH�MXVWLILHG�WR�WKH�H[WHQW�WKDW�WKH�WD[�UXOHV�LQ�WKH�UHFLSLHQW�FRXQWU\�

DUH�QRW�FRQVLVWHQW�ZLWK�WKHVH�SULQFLSOHV�� 

a) Income taxation – employment remuneration 

��� 7KH� UHPXQHUDWLRQ�� LQFOXGLQJ� HPSOR\PHQW�UHODWHG� EHQHILWV�� IRU� HPSOR\PHQW� VHUYLFHV�

UHODWHG�WR�DQ�2'$�SURMHFW�WKDW�DQ�LQGLYLGXDO�GHULYHV�IURP�WKDW�LQGLYLGXDO¶V�HPSOR\PHQW�

E\�WKH�JRYHUQPHQW�RI�WKH�FRXQWU\�RU�DJHQF\�WKHUHRI�WKDW�ILQDQFHV�WKDW�SURMHFW�VKRXOG�QRW�

EH�WD[DEOH�LQ�WKH�UHFLSLHQW�FRXQWU\�LI�WKH�LQGLYLGXDO� 

D� LV�QRW�D�QDWLRQDO�RI�WKDW�MXULVGLFWLRQ��DQG 

E�� LV�QRW�D�UHVLGHQW�RI�WKDW�MXULVGLFWLRQ�RU�EHFDPH�D�UHVLGHQW�VROHO\�IRU�WKH�SXUSRVHV�RI�

UHQGHULQJ�WKHVH�VHUYLFHV�� 

��� 7KH�UHPXQHUDWLRQ�� LQFOXGLQJ�HPSOR\PHQW�UHODWHG�EHQHILWV�� WKDW�DQ�LQGLYLGXDO� WR�ZKRP�

*XLGHOLQH����GRHV�QRW�DSSO\�GHULYHV�IURP�HPSOR\PHQW�VHUYLFHV�UHODWHG�WR�DQ�2'$�SURMHFW�

RI� D� FRXQWU\�� DLG� DJHQF\� RU� LQWHUQDWLRQDO� JRYHUQPHQWDO� RUJDQL]DWLRQ�� VKRXOG� QRW� EH�

WD[DEOH�LQ�WKH�UHFLSLHQW�FRXQWU\�LI�DOO�WKH�IROORZLQJ�FRQGLWLRQV�DUH�PHW� 

D� WKH�LQGLYLGXDO�LV�QRW�D�UHVLGHQW�RI�WKH�UHFLSLHQW�FRXQWU\� 

E� GXULQJ�WKH�SURMHFW��WKH�LQGLYLGXDO�LV�QRW�SUHVHQW�LQ�WKH�UHFLSLHQW�FRXQWU\�IRU�D�SHULRG�

RU� SHULRGV� H[FHHGLQJ� LQ� WKH� DJJUHJDWH� ���� GD\V� LQ� DQ\� WZHOYH�PRQWK� SHULRG�

EHJLQQLQJ�RU�HQGLQJ�LQ�WKH�UHOHYDQW�WD[�\HDU�� 

F� WKH�UHPXQHUDWLRQ�LV�SDLG�E\��RU�RQ�EHKDOI�RI��DQ�HPSOR\HU�ZKR�LV�QRW�D�UHVLGHQW�RI�WKH�

UHFLSLHQW�FRXQWU\��DQG 

G�� WKDW�UHPXQHUDWLRQ� LV�QRW�ERUQH�E\�D�SHUPDQHQW�HVWDEOLVKPHQW�ZKLFK�WKH�HPSOR\HU�

KDV�LQ�WKDW�FRXQWU\� 
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d) Indirect taxation – personal property and household goods of workers 

��� 3HUVRQDO�SURSHUW\�DQG�KRXVHKROG�JRRGV�RI�ZRUNHUV�FRPLQJ�WR�D�UHFLSLHQW�FRXQWU\�IRU�WKH�

SXUSRVH�RI� DQ�2'$�SURMHFW� VKRXOG�EH� H[HPSW� IURP� LQGLUHFW� WD[HV�� LQFOXGLQJ� FXVWRPV�

GXWLHV��DV�ORQJ�DV�WKHVH�ZRUNHUV¶�VWD\�LV�PHUHO\�WHPSRUDU\�DQG�LV�UHODWHG�WR�WKDW�SURMHFW�� 

e) Indirect taxation – temporary admission 

��� 1R� LQGLUHFW� WD[HV�� LQFOXGLQJ� FXVWRPV� GXWLHV�� VKRXOG� EH� LPSRVHG� RQ� WKH� WHPSRUDU\�

DGPLVVLRQ�RI�JRRGV� WR�EH�XVHG�IRU� WKH�SXUSRVHV�RI�DQ�2'$�SURMHFW��)RU� WKDW�SXUSRVH��

FRXQWULHV�VKRXOG�LPSOHPHQW�WKH�UXOHV�RI��RU�EHFRPH�SDUWLHV�WR�� 

D� &KDSWHU����7HPSRUDU\�$GPLVVLRQ��RI�WKH�6SHFLILF�$QQH[�*�WR�WKH�5HYLVHG�.\RWR�

&RQYHQWLRQ´���DQG 

E�� WKH�SDUWV�RI�WKH�Convention on temporary admission��FRPPRQO\�UHIHUUHG�WR�DV�³WKH�

,VWDQEXO�&RQYHQWLRQ´��WKDW�UHODWH�WR�WHPSRUDU\�DGPLVVLRQ�RI�FHUWDLQ�JRRGV� 

EXPLANATIONS ON THE GUIDELINES 
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 These reasons, however, must be reviewed in light of global efforts to strengthen 

domestic resource mobilization and, in particular, of the commitment, included in the Addis 

$EDED� $FWLRQ� $JHQGD�� WR� ³consider not requesting tax exemptions on goods and services 

delivered as government-to-JRYHUQPHQW�DLG´�11.  

 Concerns that a donor may have about public expenditure management in the recipient 

country may be warranted in some countries. However, a number of recipient countries have 

made substantial progress in this area. This suggests that, to the extent that the main concern 

of a donor is weak public expenditure management (e.g. a donor may feel that any direct 

budgetary support through the payment of taxes would be vulnerable to corruption and 

mismanagement), this concern can be addressed on a case-by-case basis by reviewing the 

situation in the particular countries to which the donor is providing ODA. A review of the 

public expenditure management framework and an assessment of the performance of a tax 

administration of a recipient country could convince donors that this concern has been satisfied. 

Such a review could take advantage of the initiatives currently under way in a number of 

countries with the participation of the IMF, World Bank and other agencies.  

 Support for domestic resource mobilization efforts has become an increasingly important 
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a typical issue is whether a particular contractor pays tax on its income from a project. The 

amount of tax at stake is relatively contained. However, in the case of indirect taxes, goods that 

have entered the country on an exempt basis can find their way into domestic commerce. If 

there is fraud in customs, all kinds of goods might be allowed to enter without paying VAT or 

customs duty, even though these goods should not actually qualify for exemption. The volume 

of goods involved might be several times the amount of the actual assistance. Depending on 

how the exemption is administered, fraud may well also arise from exempting local purchases 

from VAT. If the contractor is allowed to make purchases VAT-free upon presentation of an 

exemption card, the exemption is likely to be abused. Given the significant size of ODA, this 

potential for tax fraud can have a significant adverse effect on the domestic tax system.  

 Second, tax exemptions impose administrative costs on the tax administrations of 

recipient countries which need to keep track of the various exemptions provided and implement 

them. This difficulty is amplified by the diversity of the practices and expectations of the 

multiple donors that recipient countries may need to deal with. The administrative burden and 

the risk of fraud can vary depending on the way that exemptions are structured. Reducing this 

burden and risk of fraud for recipient countries is one of the factors that have motivated some 

donors to review their policy concerning tax exemptions. 

 Third, the granting of tax exemptions can raise legal issues. In some countries, there is 

no proper legal basis for exemptions, i.e. they might be based on agreements that do not have 

the force of law. Even where a duly ratified treaty or law establishes exemptions, there are 

often difficulties of interpretation arising from vague drafting, particularly where the 

exemptions are provided in laws separate from, and not properly integrated with, the tax laws. 

These difficulties are compounded where the Ministry of Finan
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would be the creation of VAT refund claims on the part of suppliers, which places a strain on 

weak tax administrations). There will also be substantial costs in terms of administrative 

RYHUKHDG��OHJDO��PRQLWRULQJ�DQG�EXGJHWDU\��RQ�WKH�SDUW�RI�WKH�GRQRU��WKH�GRQRU¶V�EXGJHW�UXOHV�

may prohibit financing of taxes, which will require checking reimbursable expenses to see 

whether they include taxes; agreements need to be drafted and contracts reviewed). Where 

problems arise, human resources have to be devoted to deal with them. In other words, the 

requirement to operate a special regime, as compared with the generally applicable tax regime, 

makes the contracts in question more expensive to administer. 

 Finally, granting tax exemptions to any market participants always runs the risk of 

creating pressures for further exemptions, whether directly as a means of alleviating 

competitive distortions that the initial exemption created or indirectly by creating a precedent 

that others can call on. Many recipient countries already find it hard to resist the pressure to 

grant specific tax exemptions when prospective private sector investors ask for such 

exemptions as an encouragement to invest on their territory. In addition, some recipient 

countries have complained that even where a donor agrees to finance the payment of tax with 

respect to a specific ODA project, consultants who are bidding to execute the project are 

requesting tax exemptions simply because they have obtained exemptions for similar projects 

and wrongly assume that being exempt 
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other countries, such as the United Kingdom, Norway, the Netherlands and Belgium, have 

adopted a similar policy.  

 Guidelines 1 and 2 endorse that approach. They recognize, however, that in some cases, 

there may be valid reasons for insisting on tax exemptions despite the various developments 

and considerations described above. This would be the case to the extent that the tax rules of 

the recipient country 
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 Given the technicality of tax legislation, the special procedural rules that might apply to 

the adoption of such legislation and the need to take account of administrative tax concerns, it 

is important that officials representing the tax authorities of a recipient country be involved in 

the negotiation and drafting of any specific tax provision dealing with ODA projects even if 

another ministry or government agency is taking the lead in the negotiations. Both the recipient 

countries and the donors should therefore insist that officials representing the tax authorities of 

the recipient country be involved in the negotiation and drafting of these provisions.  

 Whether these officials should come from the Ministry of Finance or the tax 

administration of the recipient country or from both is a matter that should be decided by that 

country taking into account the various responsibilities that have been granted to its tax 

administration. The officials that should be involved are those that would normally be 

responsible for designing tax rules applicable to foreign taxpayers. In many cases, these would 

be officials of the Ministry of Finance. In some jurisdictions, however, the tax administration 

has the responsibility of designing and implementing tax legislation; in such a case, it would 

seem appropriate to have representatives from the tax adm
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granted, for example, through specific exemptions in domestic law directed to international 

assistance, through bilateral agreements, letters or memoranda of understanding.  

 In many countries, however, the constitution or the law impose restrictions as to how tax 

provisions may be adopted. Frequently, there will be rules according to which any tax charge 

or tax exemption must be authorized by law in order to be enforceable. Such rules will often 

apply regardless of the instrument in which the tax exemption is granted (e.g. a bilateral treaty, 

memorandum of understanding or any form of bilateral agreement). 

 There have been cases where tax exemptions included in a bilateral agreement concluded 

between a donor and the government of a recipient country have been found not to be 

enforceable because such rules had not been complied with. It is therefore necessary to ensure 

that any agreements providing for tax exemptions with respect to an ODA project will be 

implemented in accordance with these rules. In cases where tax exemptions for transactions 

related to ODA projects are contemplated, the parties are encouraged to use legal instruments 

that support the rule of law in recipient countries by: 

− Making sure that the exemption is provided by law or, if provided under agreements, 

that the agreements are authorized by law; 

− Identifying with specificity the transactions benefiting from exemption, the applicable 

taxes, and the conditions for benefiting from exemption. 

 Participation of the appropriate officials from the Ministry of Finance or tax 

administration in the negotiation of these exemptions will often be the best way of ensuring 

that this is done. 

 Giving force of law to exemptions with respect to subnational taxes may require the 

involvement of subnational governments. It should not be assumed that generally-worded 

exemptions apply to subnational taxes.  

 The transparency of the legal provisions granting tax exemptions is crucial. The parts of 

any agreement, letter, memorandum of understanding or other document that relate to the tax 

treatment of transactions related to ODA projects should be made publicly available. This 

should be agreed to by the recipient countries as well as the donors.12 For example, the United 

States has long followed the practice of publishing the treaties and agreements through which 

it secures tax exemptions for the ODA that it provides, which facilitates the identification of 

potential risks of tax avoidance.13  

 
12  ATAF suggests that the publication of the entire ODA project agreement, and not only the parts thereof 

dealing with taxation, could be done directly by donors or through a central repository such as the one 

through which the International Aid Transparency Initiative (IATI) already provides information on 

ODA projects. See The Taxation of Foreign Aid – Don’t ask, Don’t tell, Don’t know, supra note 6, at 
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 3XEOLFDWLRQ�RI�D�UHFLSLHQW�FRXQWU\¶V�ODZV�RQ�LWV�ZHE�VLWH�PD\�FRQWULEXWH�WR�PDNLQJ�legal 

provisions granting tax exemptions to ODA projects publicly available. Similarly, the 

UHJLVWUDWLRQ�RI�D�FRXQWU\¶V�WUHDWLHV�HQYLVDJHG�E\�$UWLFOH�����RI�WKH�8QLWHG�1DWLRQV�&KDUWHU�ZLOO�

contribute to the public disclosure of the tax exemptions that are included in treaties. 

5.  Where tax exemptions for transactions related to ODA projects are granted, recipient 

countries should make every effort to forecast the revenue impact of these exemptions 

and to do a tax expenditure review of them.  

 Also, to provide the transparency and information needed for policy making and public 

discussion, recipient countries should 
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checks) that are both more efficient and more trade-friendly. Experience shows that 

reimbursement systems can be successfully implemented, leading in some cases to an increase 

of government revenue.15  

 When implemented and administered properly, the voucher system used by some 

francophone African countries16 can also be an effective method for eliminating or greatly 

reducing abuse and revenue loss from this type of exemption. Under this system, import duties 

and taxes in connection with qualifying projects are payable by way of treasury credit vouchers 

issued by the government. ODA public procurement bids must be submitted on a tax-inclusive 

basis, which thus requires the bidders to carefully plan and calculate their projects. When the 

contract is assigned, treasury vouchers are issued to the contractor up to WKH� FRQWUDFWRU¶V�

forecasted amount of duties and taxes.17 Any excess tax burden falls on the contractor. The 

system thus has a built-in control mechanism: bidders will be careful not to overstate their tax 

forecast to obtain the contract, while an understatement leaves the contractor to bear the excess 

tax burden when the contractor wins the bid. In addition, it allows the government of the 

recipient country to keep track of foregone amounts of duties and taxes.  

 While this system is straightforward for import duties and taxes and for single-stage 

domestic sales taxes, iW� LV� PRUH� FRPSOLFDWHG� IRU� ³GRPHVWLF� 9$7´� �L�H�� 9$7� RQ� GRPHVWLF�

supplies, other than import VAT). Indeed, the amount of domestic VAT for which exemption 

and thus treasury vouchers may be claimed is not necessarily equal to the amount of output 

VAT (i.e. the total consideration for the supply multiplied by the VAT rate) but is the net 

amount of VAT due (i.e. the output VAT minus the input VAT on domestically sourced 

supplies or taxed imports), the forecasting of which may prove to be more difficult. 

 Contractors under ODA projects for which duty and tax exemptions are available thus 

have an incentive to insist on outright VAT exemption for their domestically sourced supplies, 

ZKLFK�³EUHDN´�WKH�9$7�chain and thus undermine the VAT system of input tax credits. Indeed, 

domestic suppliers further down the supply chain will also claim exemption, thus leading to 

³H[HPSWLRQ�FUHHS´�LQ�WKH�9$7�V\VWHP�18 Another potential weakness of the voucher system 

may be the risk of forgery of vouchers, although with proper controls in place this risk should 

not be too difficult to manage. 

 

http://www.droit-afrique.com/images/textes/Guinee/Guinee%20-%20Regime%20fiscal%20marches%20publics.pdf
http://www.droit-afrique.com/images/textes/Guinee/Guinee%20-%20Regime%20fiscal%20marches%20publics.pdf
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 Guideline 8 also recognizes that whatever system is used, the tax administration of the 

recipient country should ensure that proper administrative procedures are applied to ensure that 

goods and services on which indirect tax will be relieved are used for the purpose of the relevant 

project. Even if a list of exempted goods and their quantity is provided to the tax administration, 

the tax administration may find it problematic to monitor the quantity of such goods that are 

eligible for exemption. Fuel taxes (e.g. VAT and excise taxes on fuel) are particularly prone to 

abuse; while exemptions from such taxes are frequently requested, recipient countries should 

be particularly wary of granting such exemptions.  

 In the case of imported goods, such procedures would typically include  

− Establishing a clear and strict authorization procedure to identify the importer, the type 

and quantity of the goods and the exempt use for which they will be imported; 19 

− Verification upon importation, to reconcile the goods, the import declaration and 

supporting documents presented to customs with the prior authorization; and 

− Post-clearance controls to verify whether the imported goods are put to, and are not 

diverted from, their exempt use. 

 In the case of imported goods, the use of an automated customs management system, 

such as the ASYCUDA20 developed by UNCTAD, will help administer any available 

exemptions while facilitating trade by reducing transaction time and costs. 

9. Any agreement concerning such relief from indirect taxes, including custom duties, with 

respect to goods used in relation to an ODA project should stipulate that when the 

relevant goods are disposed of in the recipient country or otherwise diverted from their 

intended purpose, the general domestic rules on disposal or diversion apply equally to 

these goods, in particular with respect to procedural aspects and the imposition of 

duties, taxes, interest and penalties in case of disposal or diversion. 

 Most agre

http://www.asycuda.org/
https://asycuda.org/en/
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requirements of recipient countries with respect to payments to taxable entities made in 

relation to these projects. 

 Under most tax systems, persons that make certain payments to resident or non-resident 

taxpayers are required to inform tax authorities about these payments and, in some cases, to 

withhold tax on these payments. This is typically the case for the payment of remuneration to 

employees and subcontractors. Regardless of whether tax exemptions for transactions related 

to ODA projects are granted or whether they are themselves exempt from tax for other reasons, 

donor countries, their aid agencies as well as international governmental organizations through 

which ODA is provided should assist the tax authorities of recipient countries by complying 

with the applicable information and withholding tax requirements with respect to payments 

that they make to taxable entities in relation to these ODA projects. 

B. Internationally-recognized tax principles applicable to ODA projects 

a) Income taxation – employment remuneration  

11. The remuneration, including employment-related benefits, for employment services 

related to an ODA project that an individual derives from that individual’s employment 

by the government of the country or agency thereof that finances that project should 

not be taxable in the recipient country if the individual� 

a) is not a national of that jurisdiction, and 

b)  is not a resident of that jurisdiction or became a resident solely for the purposes 

of rendering these services. 

 Guideline 11 is based on the provisions of paragraph 1 of Article 19 of the United Nations 

Model Double Taxation Convention between Developed and Developing Countries (the UN 

Model)21 and the OECD Model Tax Convention on Income and on Capital22 (OECD Model). 

These provisions are found in almost all bilateral tax treaties currently in force. As noted in the 

&RPPHQWDU\�RQ�WKHVH�PRGHOV�³>V@LPLODU�SURYLVLRQV�LQ�ROG�ELODWHUDO�FRQYHQWLRQV�ZHUH�IUDPHG�LQ�

order to conform with the rules of international courtesy and mutual respect between sovereign 

6WDWHV´�

http://www.un.org/esa/ffd/wp-content/uploads/2018/05/MDT_2017.pdf
https://doi.org/10.1787/mtc_cond-2017-en
https://read.oecd-ilibrary.org/taxation/model-tax-convention-on-income-and-on-capital-condensed-version-2017_mtc_cond-2017-en#page1
https://read.oecd-ilibrary.org/taxation/model-tax-convention-on-income-and-on-capital-condensed-version-2017_mtc_cond-2017-en#page1
https://read.oecd-ilibrary.org/taxation/model-tax-convention-on-income-and-on-capital-condensed-version-2017_mtc_cond-2017-en#page1
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 Nothing in these Guidelines affect the exemptions to which various members of 

diplomatic missions or consular posts are entitled under the general rules of international law 

or under multilateral instruments such as the Vienna Convention on Diplomatic Relations and 

the Vienna Convention on Consular Relations. These exemptions are applicable regardless of 

whether or not specific exemptions are granted with respect to government employees 

providing services in the context of a particular ODA project. 

 Like paragraph 1 of Article 19 of the UN Model and OECD Model and like the two 

Vienna Conventions mentioned in the previous paragraph, Guideline 11 provides an exception 

that allows a recipient country to tax the remuneration paid to local personnel who are per-

manent residents or nationals of that country. That exception is intended to ensure that locally-

recruited personnel (e.g. security guards hired 
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be entitled to the exemption referred to in Guideline 11 and should be subject to the normal 

taxation rules of the recipient country, subject to this exemption for short-term employment 

activities.  

 Since the wording of this exemption is derived from that used in tax treaties, it should be 

interpreted in the same way. 7KH�UHIHUHQFH�WR�³UHVLGHQW´�VKRXOG�WKHUHIRUH�EH�JLYHQ�WKH�PHDQLQJ�

that it generally has for the purposes of tax treaties and the interpretation of the 183-day rule 

should be in accordance with the guidance found in the Commentary on the UN Model and 

OECD Model. 

b) Income taxation – profits and payments to foreign enterprises 

13.  Payments that a country, aid agency or international governmental organization makes 

in connection with an ODA project to an enterprise that is not an enterprise of the 

recipient country, as well as profits derived by that enterprise from activities exercised 
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health emergencies. For that purpose, countries should implement the rules of, or 

become parties to,  

a) Chapter 5 (Relief Consignments) of the Specific Annex J to the International 

Convention on the simplification and harmonization of Customs procedures, as 

amended (commonly referred to as “the Revised Kyoto Convention”), and 

b)  Annex B.9 (Concerning goods imported for humanitarian purposes) to the 

Convention on temporary admission (commonly referred to as “the Istanbul 

Convention”). 

 Supplies by donor countries, international governmental organizations and agencies 

thereof to respond to acute humanitarian crises constitute a subcategory of ODA projects that 

has the following characteristics: 

− to be effective, such consignments must be delivered rapidly to their ultimate 

recipients, i.e. those affected by the crises, and 

− the case for relieving such supplies from taxes and duties is particularly strong, as there 

is little economic sense in taxing such supplies (the recipients do not have ability-to-

pay), and the revenue risks involved in exempting such supplies are equally small. 

 The existence of transparent and harmonized rules regarding the tax treatment of 

emergency aid that would already be in place before a crisis occurred is paramount for swift 

and efficient donor intervention. 

 0DQ\�FRXQWULHV�KDYH�DGRSWHG�GRPHVWLF�WD[�SURYLVLRQV�UHJDUGLQJ�³UHOLHI�FRQVLJQPHQWV´��

but there is substantial variation in their scope of application, both with respect to the type of 

taxes and with respect to the type of supplies.
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international instruments in this area are managed by the World Customs Organization 

http://www.wcoomd.org/
http://www.wcoomd.org/Topics/Facilitation/Instrument%20and%20Tools/Conventions/pf_revised_kyoto_conv/Instruments
http://www.wcoomd.org/Topics/Facilitation/Instrument%20and%20Tools/Conventions/pf_revised_kyoto_conv/Instruments
http://www.wcoomd.org/Topics/Facilitation/Instrument%20and%20Tools/Conventions/pf_revised_kyoto_conv/Instruments
http://www.wcoomd.org/Topics/Facilitation/Instrument%20and%20Tools/Conventions/pf_revised_kyoto_conv/Instruments
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− Countries may find it useful to refer to the following definition oI�³GLVDVWHU´�LQ�$UWLFOH�

1 of the UN Model Agreement on Customs Facilitation in International Emergency 

Humanitarian Assistance: 

A serious disruption of the functioning of the society, causing widespread human, material, or 

environmental losses which exceed the ability of affected society to cope using only its own 

resources. 

The term covers all disasters irrespective of their cause (i.e. both natural and manmade). 

− Accelerated and simplified clearance procedures for relief consignments should be 

provided29 so that customs clearance of relief consignments is carried out as a matter 

of priority and simplified and expedited clearance procedures can be used, such as the 

lodging of a simplified, provisional or incomplete declaration, pre-arrival declarations, 

clearance outside normal hours and without normal charges as well as 

examination/sampling in exceptional circumstances only. Such clearance procedures 

should be provided for in the customs legislation and the necessary procedures should 

be planned for in advance and documented so that they can be implemented in short 

order. 

− The exemption from duties, taxes and restrictions applicable provided for relief 

consignments should include30 a waiver from economic export prohibitions or 

restrictions, and export duties and taxes otherwise payable; as well as a waiver from 

import prohibitions and restrictions, and import duties and taxes, for relief 

consignments received as gifts by approved organizations for use by or under the 

control of such organizations, or for distribution free of charge by them or under their 

control. 

− Goods imported for humanitarian purposes, i.e. medical, surgical and laboratory 

equipment and other relief consignments that do not qualify for the exemption for relief 

consignments, should be granted temporary admission with total relief from import 

duties and taxes, and without the application of economic import restrictions or 

prohibitions; 
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o 5HOLHI�FRQVLJQPHQWV�VKRXOG�EH�GLVSDWFKHG�WR�SHUVRQV�DSSURYHG�E\�WKH�FRPSHWHQW�

DXWKRULWLHV�LQ�WKH�WHUULWRU\�RI�WHPSRUDU\�DGPLVVLRQ� 

 In addition to the general recommendations regarding accelerated and simplified 

clearance, whenever possible, an inventory of the goods together with a written undertaking to 

re-export should be accepted for medical, surgical and laboratory equipment in lieu of a 

customs document and security. 

 Temporary admission of relief consignments should be granted without a Customs 

document or security being required. However, the Customs authorities may require an 

inventory of the goods, together with a written undertaking to re-export. 

 The time period for temporary admission should be determined in accordance with the 

needs for medical, surgical and laboratory equipment; and should be at least twelve months for 

relief consignments. 

16. Goods that are provided domestically to, or imported by, a foreign country, aid agency 

or international governmental organization for direct use in response to a 

humanitarian crisis, and services closely connected with such supplies, that would – if 

imported - qualify as “relief consignments” or “goods for humanitarian purposes” for 

import duty and tax exemption on temporary admission, should be relieved from 

domestic indirect taxes. 

 There are currently no international standards with respect to the exemption of relief 

consignments from domestic indirect taxes. To avoid distortion, it would be appropriate to 

grant the same favorable tax treatment to relief consignments that are sourced or supplied to a 

foreign country, aid agency or international governmental organization for use in response to 

a humanitarian crisis under the same conditions and circumstances as imported relief 

consignments would enjoy pursuant to the instruments discussed above.  

 Guideline 16 therefore recommends that a similar exemption be granted with respect to 

domestically supplied goods, and services closely connected with such supplies, that would ± 

if imported ± TXDOLI\�DV�³UHOLHI�FRQVLJQPHQWV´�RU�³gRRGV�IRU�KXPDQLWDULDQ�SXUSRVHV´�IRU�LPSRUW�

duty and tax exemption on temporary admission. Such exemption from domestic transfer taxes 

could be achieved either on the side of the supplier (by zero-rating qualifying domestic 

supplies) or on the side of the purchaser (by granting refund of domestic taxes paid). From an 

administrative point of view, the latter method is preferred as it allows for tighter controls. 

Also, the foreign a country, aid agency or international governmental organization that would 

benefit from such an exemption from domestic transfer taxes should be identified beforehand 

in the same manner as beneficiaries of import duty and tax exemption for such relief 

consignments. 
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 The VAT legislation of some countries of some countries already provide that type of 

exemptions.31 

d) Indirect taxation – personal property and household goods of workers 

17. Personal property and household goods of workers coming to a recipient country for 

the purpose of an ODA project should be exempt from indirect taxes, including customs 

duties, as long as these workers’ stay is merely temporary and is related to that project. 

 It is an internationally recognized32 practice not to impose import duties and taxes on 

personal effects of non-resident travellers subject to specified limits as to type and quantity of 

the goods, and the time-limit during which such goods may stay in the country concerned. This 

is a particular form of temporary admission. In addition, persons who move their place of 

residence to a country are often allowed to import their household goods into that country free 

of import and export duties and taxes, again subject to limitations as to type and quantity of the 

goods concerned;33 that exemption is specifically recognized in various international 

instruments for diplomats, consular personnel and staff of international organizations. 

 The situation of non-resident workers34 dispatched to a recipient country in the context 

of an ODA project does not necessarily fall into any of these broad categories of exempti
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 The benefits of not imposing import duties and taxes on goods which are intended to stay 

only temporarily and for a particular purpose in a given country are widely recognized both by 

traders and by customs authorities. There are strong economic, social and cultural reasons for 

not imposing the import duties and taxes that would otherwise be due, for instance to allow 

traders to test foreign goods before they decide to import them, or to stimulate exchanges in 

the cultural, educational and scientific area. The customs procedure that provides for relief 

from import duties and taxes on goods imported for a specific purpose and on the condition 

that they be re-exported in the same state is commonly known as temporary admission. 

 Temporary admission plays a central role in the tax treatment of ODA projects, as many 

of the goods that are imported for the purpose of carrying out such projects are not intended to 

stay in the recipient country beyond the completion of the project (e.g., construction tools and 

equipment imported for the purpose of carrying out a construction project). 

 Most countries have provisions on temporary admission in their domestic legislation. In 

addition to these domestic law provisions, a number of countries have entered into bilateral 

assistance agreements with donor countries, international aid organizations or other donor or 

aid agencies which contain provisions on temporary importation. These agreements often show 

differences, minor or major, between them and compared to the corresponding domestic law 

provisions. Furthermore, by their nature, such agreements only cover activities by the 

contracting donor country, organization or agency, and their facilities are thus not available to 

other donors. Finally, such agreements are usually not published or publicly disseminated, or 

at least not systematically or in the same way as ordinary tax laws and regulations, thus lacking 

transparency and adding complexity. 

 There are also a number of multilateral agreements and conventions regarding temporary 

admission. The main instruments in this respect are the previously-mentioned Istanbul 

Convention36 and Chapter 1 on Temporary Admission, Specific Annex G to the Revised Kyoto 

Convention. The Revised Kyoto Conventions contains the basic provisions for all customs 

procedures, including the fundamental principles concerning temporary admission. The 

Istanbul Convention, on the other hand, contains more details regarding specific categories of 

goods, and regarding customs documents and guaranteeing associations. It is also more liberal 

than the Revised Kyoto Convention in that it also provides for relief from economic 

prohibitions and restrictions for temporary admission goods;37 specific Annexes B.1 to E of the 

Istanbul Convention include the list of goods that should be granted temporary admission with 

total relief from duties and taxes. 

 
36  The Istanbul Convention combines into a single instrument all the existing provisions on temporary 

admission in a multitude of earlier conventions and agreHPHQWV�RQ�WKH�$7$��³$7$´�LV�D�FRPELQDWLRQ�RI�

the FreQFK�³admission temporaire´�DQG�WKH�(QJOLVK�³WHPSRUDU\�DGPLVVLRQ´��FDUQHW�ZLWK�UHVSHFW�WR�

specific types of goods. The ATA carnet system is one of the most important internationally accepted 

systems for the movement of goods under temporary admission through multiple Customs territories. It 

relies on an international chain of guaranteeing associations that provide the security for any duties and 

taxes which may become liable on the temporarily admitted goods.  

37  



 

35 

 To ensure maximum transparency, predictability and harmonization, it i
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ANNEX 

WRITTEN COMMENTS RECEIVED ON NOTE E/C.18/2019/CRP.6 

 

A. Comments from the African Tax Administration Forum 

1. Paragraph 1(28) of the Commentaries to the OECD Model Tax Convention, indicates 

that a permanent establishment can be deemed to exits only if the place of business has a certain 

degree of permanency. The alluded level of permanency is where activities are performed in a 

country for a period of more than 6 months (183 days). The paragraph, however, acknowledges 

that a place of business may constitute a permanent establishment even though it exists for a 

shorter period of time because the nature of the business is such that it will only be carried on 

for that shorter period of time. The paragraph continues to provide examples of such 

exceptional cases as:-  

− where the activities were of recurrent nature; in such cases, each period of time during 

which the place is used needs to be considered in combination with the number of t

r-3(
0 Gye12 Tf
1rs
[(Q
q
W* n
BT
/F2 12 Tf
1 0 0 1 3u4 46
/F2 12 Tf
1 0 0 1 3u4 46
/F2 12 Tf
1 0 707.14.e4 reti)-3(vit)-3(iesTc[(A.)] TJ
ET
Q
q
0.000008866 6 842.04 re
W* n
BT
/F9 12 Tf
1 0 0 1 98.424 538.15 Tm
0 g
0 G
[( )] TJ
ET
Q
q
0.04892.946 0 594.96 842.04 re
W* n
BT
/F2 12 Tf
1 0 0 1 109.7 538.15 Tm
0 g
0 G
[(whe)6(re)-2( )10(the a)6(4892.946 0 594.96 842.
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 7 524.35 Tm
0 g
0 G 594.96 4892.946 0 594.96 842.)4(se)3(s, e)3q
0.)5(d in a )] TJ
ET
Q
 re-49(a)14( )] TJ
ET
d 66 0 5-5e)3q
-49(e)4(xis)7(ts )11



 

2 

permanent establishment status is explicitly left as 183 days w
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B. Comments from Titia Stolte-Detring 

Executive Summary, paragraph 5 (p. 2) and Part B of the Guidelines, introduction (p. 9) 

11. It is suggested that donor countries should refrain from claiming tax exemptions if they 

have sufficient confidence in the governance structures of a particular developing countries. 

To my knowledge development aid is realized on the basis of framework agreements which 

are applicable for a long period of time and which have the legal quality of government 

agreements. Those agreements often follow a model a donor country has developed, that leaves 

no room for an individual analysis of circumstances in the recipient country. Since they are 

applicable for an undefined period of time (similar to DTAs) they would need renegotiation in 

order to give up tax exemption rules. 

12. It is suggested, that donor countries may (only) ask for tax exemption, if and to the extent 

that tax rules in the recipient country a
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b)  is n
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Argument- the AAAA already states donors should consider not requesting exemptions. If a 

donor is investing in a water project there isn
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(( the Guidelines recommend that recipient countries ensure that their tax treatment of 

transactions relating to ODA projects be consistent with these internationally recognized 

tax principles.)) Guidelines 11 to 18 describe these principles in relation to the following: 

Income taxation – employment remuneration 

Income taxation – profits and payments to foreign enterprises 

Indirect taxation – humanitarian crises 

Indirect taxation – personal property and household goods of workers 

Indirect taxation – temporary admission 

34. [As regards the ninth paragraph of the Executive Summary:] 

The Guidelines also address the situations where specific exemptions are requested for 

ODA projects. In that case, the Guidelines recommend that officials from the Ministry of 

Finance and or the tax administration of the recipient country should be involved in the 

negotiation and drafting of these exemptions and that the recipient country should ensure 

that all legal requirements necessary to give force of law to these exemptions are 

satisfied. The Guidelines also provide that the relevant parts of any document providing 

for such exemptions be made publicly available. They also stress the importance of 

forecasting, and doing an analysis of, the foregone tax revenues resulting from these tax 

exemptions as well as using mechanisms that minimise administrative burdens and 

reduce fraud in relation to the application of these exemptions. Regardless of whether or 

not tax exemptions for 
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[Suggest to add ³its´ before activities.] 

37. [As regards paragraph 9:] 

9. Donor countries, their aid agencies and the international organizations through 

which ODA is provided to a country should therefore refrain from requesting exemptions 

from tax for transactions relating to ODA projects in that country  ((except to the extent 

that, and only as long as, the rules in the recipient country for taxing ODA-related 

transactions fail to comply with internationally recognized tax principles or in 

exceptional cases where serious concerns with the payment of tax to that country result 

from a review of the governance structure, tax system or tax administration that 

country.)) 

Suggest elimination of the sentences in brackets and same be replaced with references to 

domestic resource mobilization, the Addis Ababa Agenda and the SDGs. 

38. [As regards paragraph 10:] 

10.  The Guidelines deal exclusively with the tax treatment of ODA provided by 

governments (including governments of political subdivisions and local governments) or 

their agencies, whether the ODA is provided directly or through international 

organizations (these governments, agencies and international organizations being 

collectively referred to as “donors”). (While man
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contractor 
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allow financing of reasonable, non-discriminatory tax costs. Recipient countries do not 

have to provide exemptions for Bank-financed projects, where their taxation system has 

been determined to be a reasonable one for purposes of this policy. The determination 

by the World Bank as to which taxes are treated as costs that can be financed by loans 

is made on a country-by-country basis as part of the Bank’s overall country assistance 

strategy.)) Thus far, experience with applying the policy shows that in only very limited 

cases are taxes found to be unreasonable and therefore ineligible for Bank financing. 

The net result is that virtually all taxes have been considered as eligible for financing 

(((of course, if a country were to introduce an unreasonably high tax, the Bank could 

consider it ineligible))). The Inter-American Development Bank (IDB) and Asian 

Development Bank (ADB) subsequently adopted similar policies. Similarly, the French 

Development Agency (Agence Française de Développement or AFD) has for a number 

of years included in certain aid agreements the financing of taxes. Development agencies 

in other countries, such as the United Kingdom, Norway, the Netherlands and Belgium, 
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assistance project.)) It may also suspend disburs
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Suggest the rewording here. Suppose a recipient country follows all these rules but is the #1 

corrupt country or vice versa. Flagging this as a must with the use of the word ensure is not 

balanced especially when the donors may or may not. So if a country withholds on the salary 

of a GIZ consultant then the donor country should insist on exemptions although the 

withholding requirement is in their tax law while richer countries maybe withholding on similar 

type salary as is the case with Australia and the IMF.  

55. [Suggests the following change as regards paragraph 38:] 

38. Whether these officials should come from the Ministry of Finance or the tax 

administration of the recipient country or from both is a matter that should be decided 

by that country taking into account the various responsibilities that have been granted to 

its tax administration. The officials that should be involved are those that would normally 

be responsible for designing tax rules applicable to foreign taxpayers. In many cases, 

these would be officials of the Ministry of Finance. In some jurisdictions, however, the 

tax administration has the responsibility of ADVISING, designing and implementing tax 

legislation; in such a case, it would seem appropriate to have representatives from the 

tax administration involved in the negotiation and drafting of provisions dealing with the 

tax treatment of ODA projects. Regardless of which tax officials are involved, it will be 

important for officials from the Ministry of Finance and the tax administration of the 

recipient country to liaise and cooperate as regards both the negotiation, DESIGN and 

the implementation of these provisions. Also, since the tax exemptions might cover 

different types of taxes that may be administered by separate parts of the tax 

administration, it would be necessary for the recipient country to ensure that all relevant 

parts of its tax administration are consulted.  

56. [Suggests the following change as regards paragraph 39:] 

39. Guideline 3 also provides that the provisions granting tax exemptions to donor 

countries, their aid agencies as well as international governmental organizations 

through which ODA is provided should not be interpreted as extending to other parties, 

such as CONTRACTORS AND subcontractors, unless such extension is clearly 

provided for. Donor countries, their aid agencies as well as international governmental 

organizations through which ODA is provided should make sure that the private parties 

involved in the implementation of ODA projects do not wrongly assume that they are 

entitled to the same exemptions and that these private parties do not try to obtain such 

exemptions from the recipient countries. 

57. [Suggests the following change as regards paragraph 50:] 

50. Guidelines 7 to 9 provide guidance as to how this may be done in the area of indirect 

taxes and customs duties. As regards reliefs related to direct taxes, requiring taxpayers 

to declare the income received that is subject to an exemption and to identify the 

provisions under which the exemption is claimed facilitates risk-management of tax 

audits as well as the calculation of the amount of foregone tax revenues attributable to 

this type of tax exemption. ALSO TO ASSIST IN THE DIRECT TAXES SO AS TO 

MINIMIZE TAX AVOIDANCE BY CONSULTANTS. 

58. [Suggests the following change as regards paragraph 54:] 

54. Especially for materials that can easily be diverted to the local market, such as raw 

materials (e.g., construction materials) and other commodities (e.g., fuel), the 

agreement, or an annex thereto, should determine maximum quantities; at the very least, 
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the agreement should provide for a mechanism to determine such maximum levels in 

common accord and prior to the introduction of the goods into the recipient country. IT 

IS ADVISABLE THAT SPECIFICALLY FUEL AND OTHER PETROLUEM 

PRODUCTS NOT BE COVERED UNDER ANY EXEMPTION GIVEN THE HIGH 

COMMERCIAL NATURE OF SUCH PRODUCTS AND THE DISTORTIONARY 

IMPACT ON THE LOCAL MARKET.  

59. [Suggests the following change as regards paragraph 61:] 

61. From an administrative perspective, a system where the exemption is processed 

manually at the time it is requested should be discouraged. A reimbursement or voucher 

method and the use of an automated TAX AND customs management system are 

generally to be preferred and Guideline 8 recommends the use of these methods.  

60. [Suggests the following change as regards paragraph 73:] 

73. Like paragraph 1 of Article 19 of the UN Model and OECD Model and like the two 

Vienna Conventions mentioned in the previous paragraph, Guideline 11 provides an 

exception that allows a recipient country to tax the remuneration paid to local personnel 
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established international practice that specifically deals with import duty and tax 

exemption for IMPORTED personal effects and household goods of persons who are 

not travellers but at the same time do not necessarily intend to relocate their place of 

residence, this Guideline therefore recommended that such exemption be generally 

provided. This should be done subject to the following conditions: 


