Extended TDY (ETDY) and Taxes

NSSC Travel
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Q. At what point do my ETDY reimbursements become
taxable?

A. When it has been determined that travel will exceed 365
days, you should notify the NASA Shared Services
Center (NSSC) 1-877-677-2123 so that taxes may be
deducted from the subsequent monthly vouchers. The
amount of deduction is determined by the IRS for all
taxable reimbursements. This information is then
forwarded to the Department of the Interior (DOI) to be
included on the employee’s Form W-2, Wage and Tax
Statement.
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Example A: You begin an assignment in January 2010 and you know at
the beginning that your assignment will require you to be at the same
location for 14 months (through February 2011). Your reimbursements will
be taxed beginning with the first expense report.

Example B: You begin an assignment in January 2010 and you know that
you will be returning from ETDY within 8 months (August 2010). However,
in June 2010 you find out that circumstances require you to extend your
assignment to February 2011. Expense Reports received as of June 2010
will begin to be taxed. You will not be taxed retroactively for the prior
months.

Example C: You begin an assignment in January 2010 and you know at
the beginning that your assignment will require you to be at the same
location for 14 months (through February 2011). However, you find out in
July 2010 that your assignment will be cut short and your assignment is
ending. Your reimbursements remain taxable and you will not be
reimbursed for any of the taxes paid even though your assignment lasted
only 7 months.
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Q. How is my reimbursement handled if | am considered to
be on an indefinite assignment and therefore taxed?

A. Once you submit your ETDY expense report to the
NSSC for audit, taxes will be deducted from your
reimbursement at that time. The amount paid to you
will be the net amount less the taxes.
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Q. How will I know when the taxes will start to be taken out
of my expense report?

A. NSSC will send an email notification to you.
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NASA Shared Services Center

Dear (Customer Name),

It has been determined that your Extended TDY (ETDY) assignment has exceeded or will be exceeding 365 days. Internal Revenue Service (IRS)
Publication 463 states that long term assignments in excess of one year at the same location are considered to be income by the IRS. NASA, as an
employer, is obligated to report all ETDY travel reimbursements as income to the employee from the point that it can be reasonably determined
that the assignment will exceed 365 days.

Taxes will be deducted from your ETDY expense reimbursements as well as any home trips and/or official travel to your Permanent Duty Station.
Taxes deducted include: Social Security (if applicable), Medicare, and State Tax for the location of your ETDY. To prevent you from using part of
your travel reimbursement to pay Federal Tax, a Withholding Tax Allowance (WTA) is applied. Please see the attached tax information for an
example of how this is computed.

As your expense reports are processed, the NSSC will report the reimbursements as taxable income. This will be reflected on the same W-2 form
that you receive for your salary income.

If your ETDY assignment is in the District of Columbia, but you temporarily reside in another state (e.g., Virginia), you may fill out a waiver for state
tax withholdings based upon the state of your temporary residence. If you would like to use the waiver please go to
http://otr.cfo.dc.gov/otr/frames.asp?doc=/otr/lib/otr/tax/forms/D-4A.pdf. Complete, sign and attach the form to your next ETDY expense report.

In the upcoming tax year, you will be requested to file an Income Tax Relocation Allowance (ITRA) expense report, which may entitle you to a
portion of this money back. ITRA is an allowance to reimburse employees for substantially all of the additional Federal, State, and local income
taxes incurred as a result of an Extended TDY assignment. The NSSC will issue a notification and explain the documentation required to complete
this expense report.

If you have any questions, or need further assistance, please contact us at 1-877-677-2123 (1-877-NSSC123) or by e-mail at nssc-
contactcenter@nasa.gov.
Sincerely,

NSSC

Travel Office

Web: https://www.nssc.nasa.gov/customerservice
Fax: 1-866-779-6772
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Q. What expense will be taxed from my expense report?

A. All extended TDY expenses including home trips and
CBA airfare are taxed. Secondary travel (travel during

an ETDY to a location other than the permanent duty
station) is not taxable.
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Q. What taxes are held out of my travel reimbursement?

A. The following taxes are deducted from your
reimbursement:

* Federal Withholding Tax 25%

 Medicare (or Hospital Insurance Tax — HIT) = 1.45%

« Social Security (FICA), if applicable — 6.2%

« State Tax at the location of your ETDY (if applicable according to
the current rate)
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Q. Is Federal Tax deducted from my reimbursement?

A. Yes. However, in order to help reduce the tax liability
levied on the employee, a Withholding Tax Allowance
(WTA) is given to the employee so that the employee
does not have to bear the burden of paying Federal
Tax. The WTA is calculated at 33.33% and it does not
cover HIT, FICA, or State taxes.
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Q. How are the taxes calculated?

A. To prevent you from using part of your travel reimbursement to pay
Federal Tax (25%), a Withholding Tax Allowance (WTA) is applied to
the reimbursement amount as shown in the following example:

Amount of monthly travel voucher: $2480.00
WTA (33.3333%) x 1.333333
Grossed Up Amount $3306.66

The “grossed up” amount is then used to calculate the taxes as follows:

Reimbursement with added WTA $3306.66
Less Federal (25%) 826.66
Less HIT (1.45%) 47.94
Less FICA (6.2%) 205.01
Less State (5% as an example) 165.33

Amount reimbursable to employee $2061.72

Since the original travel reimbursement was “grossed up” (i.e., the WTA was applied),
the employee does not have to bear the burden of the Federal Tax.
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Q. Why is my reimbursement “grossed up” prior to
deducting taxes?

A. The gross up is performed to allow you the WTA and
thereby not have to bear the burden of the Federal Tax.
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Q. Will the NSSC report the taxes withheld?

A. Yes. IRS Publication 463 states that long term
assignments in excess of 1 year are considered to be
Income. NASA is obligated to report all reimbursements
as income to the employee from the point it can be
reasonably determined that the assignment will exceed

365 days.
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Q. Will I receive a W-2 for the taxable income on my travel
reimbursements?

A. Yes, The taxable withholdings will be included on the
same W-2 you receive for your salary income. A
separate W-2 is not issued.

RELEASED .- Printed-documents may be obsolete; validate prior to use. 13



Extended TDY (ETDY) and Taxes x|

Q. How will my taxable income be reflected on my W-2 if
my assignment spans over two different tax years?

A. Taxable income will be reflected on your W-2’s for the
two years you received taxable reimbursements.

Example: Your assignment begins in June 2010 and
continues through August 2011. Taxable income will be
reflected on both your 2010 W2 and your 2011 W2
according to the year you received the travel
reimbursement.
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Q. When will my last expense report for the calendar year
need to be submitted to be reflected on my W-2?

A. Generally, by the first of December. The NSSC will
send you an email notification to let you know the
details of when you must file your last expense report
for the calendar year.
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NASA Shared Services Center

Dear Customer,

The NASA Shared Services Center (NSSC) Travel Office is preparing for activities related to calendar year-end
closing and 2009 W-2 reporting. Extended Temporary Duty (ETDY) reimbursements for assignments greater
than a year are included on the employee’s Form W-2 and must be reported to NASA’s Payroll Provider, the
Department of Interior, with the pay period ending December XX, 20XX.

To allow time for reimbursement and tax filing preparation, we would like to process all expense reports that
have not yet been submitted as soon as possible and prior to any deadlines.

Note: ETDY Expense Reports received by the NSSC after the deadlines below will not be processed for
payment until January 20XX.

ETDY expense reports must be approved by Center management no later than December X, 20XX.

Required receipts must be attached to the expense report at the time of submission. If receipts are not
attached, the NSSC will be unable to audit the expense report and it will be returned.

Partial expense reports may be submitted for reimbursement of incurred expenses if necessary. Expenses for
the remainder of the month a partial may be submitted at a later time and will be paid in January 20XX.

Travelers should ensure the expense report has been prepared correctly prior to submission. The
FedTraveler.com system does not allow the NSSC to adjust expense reports if corrections are required;
therefore, the expense report will be returned to the traveler/preparer for correction. This may not allow
enough time for reprocessing and payment prior to the established deadline.

If you have any questions or need further assistance, please contact us at 1-877-677-2123 (1-877-NSSC123) or
by e-mail at nssc-contactcenter@nasa.gov.

Please do not reply to this email. It was sent from an unmonitored mailbox.
Thank you.

NSSC Travel Office
Web: https://www.nssc.nasa.gov/customerservice
Fax: 1-866-779-6772
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Q. What is Income Tax Reimbursement Allowance
(ITRA)?

A. The ITRA is an allowance designed to reimburse
substantially all of the additional Federal, State and
local iIncome taxes incurred incident to an extended

TDY assignment at one location.
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Q. Must | file a claim to be reimbursed for the additional
Income taxes incurred?

A. Yes. An ITRA claim should be completed the calendar
year after you receive payment for Extended TDY
Expenses subject to taxes. The NSSC will send a
notification to the traveler via email during the second
quarter of the calendar year.
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From: NSSC-Travel
Subject: ACTION REQUIRED — 20XX ITRA Submission

According to our records, you received taxable reimbursements for extended temporary duty expenses in the year 20XX. To comply with
Federal Travel Regulation 301-11, you must file an Income Tax Reimbursement Allowance (ITRA) claim to ensure you have been properly
reimbursed for your taxes.

In order to process your 2009 ITRA claim, please complete the following documents:

Income Tax Reimbursement Allowance Certification (FORM ATTACHED)

o Be sure to complete all of the required information on the form

o If you are married and filing a joint return or married filing a separate return, your spouse’s signature is required on the

certification

SF1012 (sign in block 13) (FORM ATTACHED)

o Besure to fill out your contact information at the top of the form

o Note that highlighted blocks must be filled out
Copies of W-2s for you and your spouse (if applicable) and/or 1099-R (for Military retirement only) for the year of the ITRA you are filing
Copies of 1040 Schedule SE (Self-Employment tax form) for employee and spouse (if applicable) for the year of the ITRA you are filing
After completing and signing the documents listed above, please use the NSSC Fax cover sheet (FORM ATTACHED) and Fax your
documents to:

1-866-779-6772 (1-866-779-NSSC)
NASA Shared Services Travel Office
Attention: ITRA Voucher

Also attached is a reference presentation providing an overview of Travel Extended TDY and Taxes.

:‘VIICI)re (_:IetaI\.iIekd information can be found in the attached ITRA instructions or by accessing the Federal Travel Regulations FTR 301-11 at the
ollowing link:
http://www.gsa.gov/Portal/gsa/ep/channelView.do?pageTypeld=17113&channelld=24568&specialContentType=FTR&file=FTR/Chapter30
1p011.html#wp1090164

Please direct any question(s) you may have to 1-877-677-2123 or you may e-mail your question(s) to nssc-contactcenter@nasa.gov

Thank you,

NSSC
Travel Office

Web: https://www.nssc.nasa.gov/customerservice
Fax: 1-866-779-6772
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Q. What documentation do | need to file for ITRA?

A. Signed Income Tax Reimbursement Allowance
Certification, be sure to fill out all the required
iInformation on the form.*

Signed SF1012 (sign in block 13), be sure to fill out your contact
information at the top of the form. Highlighted blocks must be filled out.*

Copies of W-2s for employee and spouse (if applicable) and/or 1099-R (for
Military retirement only) for the year of the ITRA you are filing.

Copies of 1040 Schedule SE (Self-Employment tax form) for employee
and spouse (if applicable) for the year of the ITRA you are filing.

* Forms will be provided in email notification.
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Q. How is ITRA calculated?

A. ITRA Is calculated using a formula originated by the IRS
which approximates the taxes an employee has already
paid and the taxes that will be due on the
reimbursement through ITRA.
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Q. Will the ITRA calculation always result in a
reimbursement?

A. There are certain instances in which an employee will
Incur a zero or a negative amount on their ITRA
voucher. If the ITRA calculation results in a negative
amount, the employee must repay that amount to the
Government.
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Q. Ifl receive an ITRA reimbursement, will it be
considered taxable income?

A. Yes. The amount received must be reported as taxable
Income in the year it was received.
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Q. What regulation can provide more information on ITRA?

A. Federal Travel Regulation (FTR) Part 301-11.501 thru
301-11.640
NPR 9700.1, Appendix A, 301-11.523
IRS Publication 463
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ETDY Review:

ETDY is determined to exceed 365 days
Taxes are applied to ETDY Expense Reports
ETDY reimbursement is reported as taxable income

W-2 form reflects reimbursements as part of your salary
income

ITRA voucher will be filed the calendar year after you

receive payment using the W-2 with the salary income
reflected
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