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Governmental Support of the international NGOs (case study of the Ukrainian National Society of the Red Cross)
Today international relations are characterized by increased number of international non-governmental organizations (“international NGOs”) that play a significant role in the development of global state cooperation. In recognition to the fact of so considerable international NGOs popularity, questions on their organizational structure, financial activities and tax preferences are major topics debated by mass-media, public representatives and international law specialists.
Activities of international NGOs are argued within its countries borders. One of the few international NGOs whose prestige was not marked with any scandal is International Committee of the Red Cross (“ICRC”). This organization has a permanent mandate under international law to take impartial for prisoners, the wounded and sick, and civilians affected by conflict. With its headquarters in Geneva, Switzerland, the ICRC is based in around 80 countries and has total of more than 12,000 staff. In situations of conflict the ICRC coordinates the response by National Red Cross and Red Crescent Societies and their International Federation. This organization is at the origin of both the International Red Cross / Red Crescent Movement and of the international humanitarian law, notably the Geneva Conventions.
In accordance with much of world’s practice most National Red Cross and Red Crescent Societies (“NRCS”) enjoy some type of fiscal privilege and exemption. Certain NRCS have only partial exemption while others are fully taxed on revenue (which is a burden on the organization’s budget and hinders its ability to carry out its mission). 
In this article we would like to pay attention on the governmental support of the Ukrainian National Red Cross Society (“UNRCS”) that was created in 1997 as part of the International Red Cross and Red Crescent Movement. This study includes comparison with other countries’ practice on this issue as well. 
UNRCS, a non-governmental organization, being subject to the law of its respective country - Ukraine, is an impartial, neutral and independent organization whose exclusively humanitarian mission is to protect the lives and dignity of victims of armed conflict and other situations of violence and to provide them with assistance. UNRCS also endeavors to prevent suffering by promoting and strengthening humanitarian law and universal humanitarian principals
.
It has a unique position:
Article 2 of the Statutes of the Movement
 stipulates that «each State shall promote the establishment on its territory of a National Society and encourage its development» and, further, that «the States shall at all times respect the adherence by all the components of the Movement to the Fundamental Principles»;
Article 3 describes the nature and functions of the organization and says inter alia that National Societies are required to support public authorities in carrying out humanitarian tasks, according to the needs of the people;
Article 4 says that in order to be recognized by ICRC - and implicitly admitted into the Federation, the applicant National Society must be officially recognized by the government of its country. 
It is best if a National Society’s tax exemption is explicitly stated in a legal document. An Act of Parliament is probably the ideal arrangement.

UNRCS was officially recognized by an Act of Ukrainian Parliament “About the Society of the Red Cross in Ukraine” dated November 28, 2002 N 330-IV (“the Law”). In addition we can name other laws of Ukraine - Law “On charity and charity organizations” dated September 16, 1997 N 531/97, Law “On humanitarian assistance” dated October 22, 1999 N 1192 – IV, Law “On taxation of profit of enterprises” in the wording of the Law dated May 1997 N 283/97(“the Corporate Profit Tax Law”) – which also govern the activities of UNRCS.
According to the Law UNRCS is provided with a certain governmental support which will be considered further.

Tax exemption

Tax exemption for non-profit activities has a long history in Western countries, where governments have always relied on private initiative to carry out missions of public interest. Today, most countries of Central and Eastern Europe are also beginning to encourage the development of charities. 

But there are exceptions to the stated above beginnings. Some NRCS face fiscal reforms that jeopardize existing benefits. For example, the Decree N 485, issued by the prime-minister of Russia, limits the amount of international organizations that can award grants not object to taxation from 101 to 12
. Unfortunately, International Federation of the Red Cross and Red Crescent was not included to these 12 organizations, so its donation to the Russian National Society of the Red Cross will be far less.

Speaking about Ukrainian experience our country introduces tax privileges to the UNRCS. As it is stated in the Article 16 of the Law, the National Society and its regional organizations as also founded by them entities are free from paying taxes and other payments on the basis of the Ukrainian legislation. And in Article 7.11 of the Corporate Profit Tax Law we can find that charity organizations (UNRCS belongs to the non-profit charity organizations according to the Act, issued by State Tax Administration of Ukraine) are exempt from taxation of the certain types of income gained from different sources to fulfill organization’s main goal.
Such practice is accepted all over the world since National Societies are non-profit organizations, so they should not be subject to the same level of taxation as profit-making businesses.
Also goods and material values, received as charity or humanitarian help without a goal to get profit, are tax and custom free (Article 18 of the Law). This is also confirmed by specific laws, for example such as the Law of Ukraine “On value added tax” dated March 3, 1997 N 168/97 (Paragraph 1.21 of Article 5).  
All mentioned above provisions that guarantee tax relief incentives are significant for UNRCS income generation: they are indirect contributions to the Society budget and are important as direct grants, fees for services and charitable donations
. The less National Society pays in taxes, the more it is able to allocate to work that is in the public interest.
Another type of governmental support is governmental grants and “cost recovery” arrangements.

This type of support means that the government pays the costs of public services (such as collecting blood) performed by the National Society. For example, the Malta government pays an annual grant to the Malta Red Cross. The salaries of a full-time typist and messenger together with a part-time administrator are also paid by the government
.
Our national tax law affects expenses of the National Society as well – such as telephone calls, use of post and other type of communication are compensated from the state budget (Article 20 of the Law). In Decree of the Cabinet of Ministers of Ukraine dated October 3, 2003 N 1545 the limit for such compensation is stated and its sum equals to UAH 38 650 per year (approx. Euro 4 000).   

Ukraine also pays the member fee of UNRCS to the International Federation of Red Cross and Red Crescent Societies. 
State and municipal mass-media facilities gladly headline the activities of the National Society, its structure organs and public organizations in the case of the emergence state (Article 19 of the Law). Most of Ukrainian mass-media facilities are private, so available in the Law opportunities are not wildly used.
Ukrainian government recognizes, therefore, that the Red Cross Society constituted on its soil serves as an auxiliary to the public authorities with respect to certain humanitarian functions. In this context, the organization differs from other non-profit organizations. In particular, although it is governed by national laws, UNRCS has a special responsibility with respect to international humanitarian law.
Fiscal advantages can benefit UNRCS by cutting costs and hence increasing the amount of funds available for its activities. Unfortunately, Ukraine does not support the activities of UNRCS to the whole extend it should have supported. Governmental support is not much help as the biggest part of organization’s budget goes for realization of funded programs and services. But the grounds for the development and growth of the organization were established, so there is hope for the better in the face of awarded fiscal advantages in the future.   
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