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SUMMARY

The Merit Systems Protection Board held that, in a case involving disability discrimination, it may
award pecuniary compensatory damages for proven adverse tax consequences resulting from a lump-
sum back pay award. The Board affirmed an award of $22,000 in nonpecuniary compensatory
damages and remanded for evidence and further adjudication regarding the appellant’s actual
increased tax liability.
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PROCEDURAL POSTURE The appellant petitioned for review of an addendum initial decision
denying a tax offset payment and awarding $22,000 in nonpecuniary
compensatory damages. The agency filed a cross-petition challenging
the compensatory-damages award.

STANDARD OF REVIEW The Board reviewed the addendum initial decision on petition for
review and independently evaluated the legal authority to award
compensatory damages and the amount of nonpecuniary damages.
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QUESTIONS PRESENTED

1. Whether the Board may award pecuniary compensatory damages for proven adverse tax consequences
resulting from receipt of a lump-sum back pay award in a disability-discrimination case.

2. Whether Murray established entitlement to an amount of pecuniary compensatory damages for adverse
tax consequences when she had not yet submitted evidence of her actual tax liability.

3. Whether the $22,000 award of nonpecuniary compensatory damages was appropriate.

HOLDINGS

1. In a case involving a finding that a federal agency committed prohibited discrimination under Title VII
or the Rehabilitation Act, the Board may award as pecuniary compensatory damages payment for proven
adverse tax consequences caused by receipt of a lump-sum back pay award.

2. An appellant seeking tax-related pecuniary compensatory damages must prove the amount of increased
tax liability actually caused by receiving the lump-sum back pay award; because Murray had not yet
submitted that evidence, the issue required remand.

3. The $22,000 award of nonpecuniary compensatory damages was appropriate and should be affirmed.

KEY QUOTATIONS

“Accordingly, we find that, in cases involving findings that the agency committed prohibited discrimination
pursuant to Title VII and/or the Rehabilitation Act, the Board may award as compensatory damages payment
for the proven adverse tax consequences of a receipt of a lump sum back pay award.” (2026 MSPB 4, ¶ 13)

“Taking all these circumstances into account, we find that the administrative judge’s decision to award
$22,000 in nonpecuniary compensatory damages is appropriate.” (2026 MSPB 4, ¶ 21)

FACTUAL BACKGROUND

Murray previously established that NASA discriminated against her on the basis of disability by failing to
accommodate her and that her removal action should be reversed. Following restoration and an award of several
years of back pay in a lump sum, she claimed that receiving the back pay in a single tax year would cause
adverse tax consequences and estimated the impact at more than $100,000. She also sought nonpecuniary
compensatory damages based on physical, emotional, professional, and financial harm associated with the
agency's actions.

PROCEDURAL HISTORY

In an earlier final order, the Board found that Murray proved failure-to-accommodate disability discrimination,
reversed her removal, and ordered cancellation of the removal, restoration to duty, and payment of back pay and
related benefits. On a subsequent motion for compensatory damages, the administrative judge denied a tax offset
payment but awarded $22,000 in nonpecuniary compensatory damages. The Board granted Murray's petition for



review, denied the agency's cross-petition, affirmed the nonpecuniary award, reversed the ruling that the Board
lacked authority to award pecuniary compensatory damages for adverse tax consequences, and remanded for
further adjudication.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The regional office shall permit Murray to submit evidence and argument regarding the amount of increased tax
liability caused by the lump-sum back pay payment. She must provide detailed calculations showing the actual
tax liability for each year of the back-pay period, the liability that would have resulted if she had received the
back pay as regular salary, and the liability attributable solely to the lump-sum payment. NASA shall have an
opportunity to respond, and the administrative judge shall issue a new initial decision determining the
appropriate amount of pecuniary compensatory damages, if any.
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