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100.1 POLICY:  Tuition Remission Processing and Tax Liability
100.2 STATEMENT: The University offers tuition remission at the undergraduate and graduate level.  This policy provides information on the taxation of tuition benefits.

100.3 APPLICABILITY:  This policy applies to both current Georgetown University faculty and staff and former faculty and staff that transitioned to Medstar. 


Current Georgetown employees:  tuition benefits may or may not be taxable. 


Current Medstar employees who were formerly Georgetown employees:  tuition benefits are taxable.

100.4  PURPOSE:  The purpose of this policy is to clarify and to explain how the provisions of IRS Publication 520, Section 117 (d)-- Qualified tuition reduction, www.irs.gov/pub/irs-pdf/p520.pdf --are applied to current University employees and those former University employees who are now MedStar employees.
100.5  ADMINISTRATION AND IMPLEMENTATION: The Benefits Office determines whether or not the tuition benefit is taxable in keeping with the IRS guidelines in Publication 520, Section 117, as cited above.  The Payroll Department takes that determination and withholds taxes based on the information from Benefits.

If the Benefits Office has determined that the tuition is taxable, the Payroll Department withholds federal taxes based on a 27% [www.irs.gov/pub/irs-df/p15.pdf] tax rate.  State taxes are deducted based on the state form on file with Payroll at the time of applying for the tuition benefits.  Payroll also withholds 6.2% of the tuition amount for Social Security taxes (the employee’s portion) with the University paying the employer’s portion of the Social Security taxes.  Payroll also deducts 1.45% of the employee’s gross income for the Medicare tax.  

Payroll calculates the maximum income taxed for Social Security by adding the tuition benefit to the income of the employee.  

If the employee moves to another state during the calendar year or wishes to change the number of state exemptions, the employee should fill out the appropriate forms and send them to the Payroll Office.

Payroll indicates the amount of the taxable tuition benefit on the employee’s W-2 [the IRS form showing the employee’s income] in the box titled “Wages, Tips, and Other Compensation.”  The W-2 also reflects all the relevant taxes withheld.

If Benefits has determined that the tuition benefit is not taxable (in keeping with the IRS guidelines), then Payroll withholds no taxes and shows no additional income on the employee’s W-2.

Methods of paying taxes

Payroll notifies an employee if he or she must pay taxes on the tuition benefit by mailing a letter to the employee at his or her home address.  When the employee receives the letter, the employee has two options for paying the taxes:

1. Paying the total amount—The employee can write a personal check for the entire amount of the tax due by making a check payable to “Georgetown University” and sending the check to Payroll.

2. Payroll withholding—Bi-weekly employees can have the taxes on the tuition benefit for the semester withheld over six (6) or (7) pay periods.  Monthly employees can have the taxes for the semester withheld over three (3) or four (4) pay periods.

100.6 EXAMPLE:

Former Georgetown University employee now employed by MedStar:

An employee receives tuition assistance in the amount of  $1,200.00, which is taxable according to the Benefits Office.

Payroll withholds taxes as follows:  Federal tax (27% regardless of the number of exemptions or income level) $324, state (based on DC and one exemption) $80, Medicare (1.45%) $17.40 and social security (6.2%) $74.40.  

The Benefits Office pays tuition to the designated institution in the amount of $692.20 ($1,200 less $507.80 withholding).  The employee pays the designated institution $507.80, which is the balance due and owing for the tuition.

The W-2 received from Georgetown will include the $1,200 under "wages, tips and other compensation".  The various withholdings will also be added to the appropriate withholding boxes on the W-2.

Georgetown pays and files the employer’s portion of Medicare and social security withholding.

Georgetown University employee

An employee receives tuition assistance in the amount of  $1,200.00, which is taxable according to the Benefits Office.

Payroll withholds taxes as follows:  Federal tax (27% regardless of the number of exemptions or income level) $324, state (based on DC and one exemption) $80, Medicare (1.45%) $17.40 and social security (6.2%) $74.40.  

Georgetown University pays the entire amount of the tuition to the institution which the employee is attending.

The W-2 received from Georgetown will include the $1,200 under "wages, tips and other compensation".  The various withholdings will also be added to the appropriate withholding boxes on the W-2.

Georgetown pays and files the employer’s portion of Medicare and social security withholding.

100.7 RESPONSIBILITIES:

a. Benefits Office:  The Office determines whether or not the employee’s tuition is or is not taxable within the IRS guidelines and transmits that information to Payroll.

b. Payroll Department:  Based on the information from the Benefits Office, and from the tax forms from the current University employees, and former University employees who are now Medstar employees, the Payroll Department withholds the necessary federal, state, Social Security, and Medicare taxes if the tuition benefit is taxable.

c. Current employees of Georgetown:  The employees must give Payroll the information to withhold taxes based on the employees’ state withholding forms.  Payroll deducts federal taxes at the rate of 27% of the taxable tuition benefit regardless of the employee’s gross income.

d. Georgetown former employees, now employees of MedStar:  These former University employees must give the Benefits Office copies of their withholding forms.

100.8 ENFORCEMENT:  If Payroll does not withhold the taxes for the employees’ tuition benefits, then the employees may incur tax penalties and interest for under-withholding and not paying estimated taxes on taxable tuition benefits. 

100.9 RESOURCES:  The IRS and the Human Resources web pages have information on tuition benefits.  See the following:

www.georgetown.edu/hr/benefits/tuition.html
www.georgetown.edu/hr/benefits/tuitiontaxfacts.htm
www.georgetown.edu/hr/benefits/TuitionFAQs.htm
www.irs.gov/pub/irs-pdf/p520.pdf
100.10 APPROVAL: Benefits Office, Tax Office and Payroll Department

100.11 REVIEW CYCLE: The policy is reviewed annually by the Benefits Office, Tax  Office and Payroll Department
