United States Department of the Interior

OFFICE OF THE SECRETARY
Washingron, D.C. 20240

DEC - 6 o3

FINANCIAL ADMINISTRATION MEMORANDUM NO. 93-079 (II.G.l.)

To: Bureau Assistant Directors, Administration
Director, Office of Administrative Services
Bureau Finance Officers
Chief, Division of Fiscal Services

From: Chief, Division of Financial Administration
Office of Financial Management

Subject: Reporting Per Diem Payments as Taxable Income

Attached is a copy of Internal Revenue Service (IRS) Notice
93-29, Change in Deduction for Expenses Away From Home, which was
recently issued to implement Public Law No. 102-486. This Notice
changes the treatment of travel expenses paid to employees who
are at the same temporary duty location for more than one year.

In cases where an employee’s temporary duty travel exceeds one
year at a location, all travel payments made directly to the
employee or to a third party (for providing meals, lodging, and
return home transportation for leave or visits), excluding travel
away from the temporary duty location regquired to conduct
official business, must be included in the employee’s gross
taxable income. This includes all payments received by the
employee after January 1, 19593, even though the payment
represents reimbursement for expenses in calendar year 1992. The
income resulting from these payments will not be subject to
withholding of Federal or State Income Tax; however, the
applicable portion of FICA tax must be withheld (i.e., CSRS
employees are required to pay medicare tax only and FERS
employees must pay both OASDI and medicare). The FICA tax
collected from the employee must be matched by an employer
contribution. Employees should make guarterly payments to IRS
for any Federal Income Tax liability that may accrue as a result
of the travel payments. This change may also require an employee
to file a tax return in the State where they reside at the
temporary duty location, as well as the State claimed as the
permanent home.

When the employee is expected to be located at one location for a
full year or longer, the payments should be reported to PAY/PERS
for inclusion in gross income concurrent with making each
payment. Payments must be reported as soon as they are made when
the employee has a travel authorization covering 12 months or
more temporary duty at the same location. Breaks of less than 45
days and temporary duty at other locations of less than 30 days
will not be considered as being away from one location,
especially when dual lodging is authorized or paid. Changing



lodging locations and/or jobs (duties) while on temporary duty at
a location will not affect the taxability of the travel payments.

This tax change may not be used as a basis for increasing or
decreasing the per diem paid for long term temporary duty. The
per diem rate is to be established based the additional cost of
subsistence to be incurred as a result of being at a temporary
duty locatign._ _3l] flat. rale.pexr gisa->vsrcné c€mpSrify “Guty
location.

Please provide this Division a report by January 10, 1994,
showing employee name and amount of reportable income resulting
from travel payments made to each employee who has been on
temporary duty at one location for more than a year or is
currently on temporary duty which is expected to exceed a year.
The report must include those employees that received payments in
1993 for temporary duty in 1992 that exceeded one year or that
received payments in 1993 for temporary duty where the
combination of 1992 and 1993 temporary duty exceeds one year.
Also, please provide a copy of the current policy on authorizing
long term temporary duty and establishment of per diem rates for
the long term assigmment. Income reported to PAY/PERS should be
in agreement with this report.

Request you disseminate information about this change to all
personnel involved in arranging and/or performing official
travel.

Please direct any questions you may have on this subject to
Mr. Lesley Oden of this Division on (202) 208-5223.
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