	
	WHO eManual, III.20 Annexes



	[bookmark: _Toc166920731]Annex I8.C  UNITED STATES FEDERAL INCOME TAX PURPOSES 
(For WHO staff who are assigned elsewhere than the Region for the Americas or the Pan-American Health Organization) 
	



10	The revised "grossing-up" formula for income reporting purposes which is effective from tax year 1988 is intended to reduce the level of tax reimbursements for those staff members who are subject to United States income tax on their WHO earnings but who may qualify, by working in locations outside the United States of America, for the foreign earned income exclusion and the exclusion for foreign housing costs (US Tax Code, Section 911).
20	The "grossing-up" formula of earlier years, which took into account staff assessment according to standard United Nations scales, resulted in a level of WHO reportable gross income which did not take into account the deduction of the exclusions.   The effect of this formula was to raise the level of tax reimbursements for many United States taxpayers.
30	In order to reduce WHO tax reimbursements and consequently the repayment of such reimbursements to WHO by the United States Government through the Tax Equalization Fund, the revised "grossing-up" formula is applied only to the amount of net WHO income which exceeds the Section 911 exclusions.   The effect is to produce a much lower gross income amount for reporting purposes that includes an element to cover the tax reimbursement, which itself is subject to income tax.  In this way the "pyramiding" effect, which otherwise would result from having to reimburse tax on the tax reimbursement as well as on net income, is avoided.
40	For the sake of uniformity the revised "grossing-up" formula is applied also to the WHO earnings of consultants, short-term staff and those staff members on regular contracts who are unable, because of limited presence abroad in a tax year, to qualify for the foreign earned income exclusion and the exclusion for foreign housing costs.
50	The revised IRS "grossing-up" formula is as follows:
	G = F + C - [D (S + A + E)]
			1 - D
Key	G =	"Grossed-up" income amount for tax reporting purposes
    	F =	Total Earnings of Statement of Taxable Earnings (STE) minus standard FEIE amount
    	C =	Tax on lower income amount according to applicable United States federal tax scale, Schedule X, Y or Z
	D =	Marginal tax rate on net income which exceeds A below
	S =	Greater of either standard deduction or itemized deductions
    	A =	Lower bracket taxable income amount according to applicable tax scale, Schedule X, Y or Z
	E =	Value of personal exemptions.


[bookmark: _GoBack]Example
The staff member is D2, step 1, married, assigned to NY, tax filing status Married, filing Jointly (MFJ), Schedule Y, tax year 2016.
Total earnings - on STE							 $ 196,046
Foreign earned income exclusion (2016)		($ 101,300)
WHO net income to be "grossed-up"		 $ 94,746
A =  Lower bracket taxable income amount	  $ 75,300
C =  Tax on lower income amount		 $ 10,367
D =  Marginal tax rate		     25%
E =  Value of exemptions ($ 1950 x 2)	  $  8,100
F =  Balance of STE after FEIE		 $  94,746
S =  Standard deduction		 $  12,600
G =  Grossed-up amount		 $  108,150
Thus G =  94,746 + 10,367 - [0.25 (12,600+ 75,300+ 8,100)]
			1 - 0.25
The Grossed-up amount G is thus $ 108,150, upon which tax is leviable after deduction of the standard deduction of $ 12,600 and exemptions of $ 8,100, i.e.:
Gross income (being Adjusted Gross Income)		$ 108,150
Less Standard deduction		$ 12,000
Exemptions			$ 8,100			$ 20,700
Taxable income						$ 87,450
Tax on $ 87,450
	Up to	$ 75,300    =	$ 10,367
			$  1 2150
	at	25%		$ 3,037
Total tax			$ 13,404

Proof	of accuracy of Grossing-up	 	
			Gross income						$ 108,150
			Less Total tax					       $ 13,404
			WHO net income before "grossing-up"
			(element F in equation)					$ 94,746


60	In informing staff members of their annual WHO United States reportable earnings each year, United Nations Income Tax Unit (UNIT) applies the above formula in each case whether either total WHO net income exceeds the Section 911 exclusions for which the individual qualifies, or there is no qualification for the exclusions. For this purpose, the staff members concerned are requested to provide UNIT tax office in January of each year the following information:	
60.1	the number of personal exemptions to be claimed;
60.2	the staff member's tax filing status and whether he or she is claiming either the standard deduction or the itemized deductions;
60.3	if deductions are itemized, the total for the tax year concerned;
60.4	the total amount of foreign housing costs for the year, expressed in the currency in which incurred.
65	UNIT will not be in a position to provide the WHO United States reportable earnings to staff who do not submit their Social Security Number (SSN) or the information required for grossing-up of WHO earnings (see paragraph 60).
70	Staff members who may qualify for the Section 911 exclusions should read carefully IRS Publication 54, Tax Guide for United States Citizens and Resident Aliens Abroad (as revised for the tax year applicable), which contains explanations and instructions in full concerning both the foreign earned income exclusion and the exclusion for excess foreign housing costs.   
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