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(k) Medical expenses due to illness or
injuries while en route to the new offi-
cial station or while living in tem-
porary quarters at Government ex-
pense under the provisions of this chap-
ter; or

(1) Costs incurred in connections with
structural alterations (remodeling or
modernizing of living quarters, garages
or other buildings to accommodate pri-
vately-owned automobiles, appliances
or equipment; or the cost of replacing
or repairing worn-out or defective ap-
pliances, or equipment shipped to the
new location).

PART 302-17—RELOCATION
INCOME TAX (RIT) ALLOWANCE

Sec.
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AUTHORITY: 5 U.S.C. 5738; 20 U.S.C. 905(a);
E.O. 11609, as amended, 36 FR 13747, 3 CFR,
1971-1975 Comp., p. 586.

SOURCE: FTR Amdt. 98, 66 FR 58196, Nov.
20, 2001, unless otherwise noted.

§302-17.1 Authority.

Payment of a relocation income tax
(RIT) allowance is authorized to reim-
burse eligible transferred employees
for substantially all of the additional
Federal, State, and local income taxes
incurred by the employee, or by the
employee and spouse if a joint tax re-
turn is filed, as a result of certain trav-
el and transportation expense and relo-
cation allowances which are furnished
in kind, or for which reimbursement or
an allowance is provided by the Gov-
ernment. Payment of the RIT allow-
ance also is authorized for income
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taxes paid to the Commonwealth of
Puerto Rico, the Commonwealth of the
Northern Mariana Islands, and the U.S.
possessions in accordance with a deci-
sion of the Comptroller General of the
United States (67 Comp. Gen. 135
(1987)). The RIT allowance shall be cal-
culated and paid as provided in this
part.

§302-17.2 Coverage.

(a) Eligible employees. Payment of a
RIT allowance is authorized for em-
ployees transferred on or after Novem-
ber 14, 1983, in the interest of the Gov-
ernment from one official station to
another for permanent duty. The effec-
tive date of an employee’s transfer is
the date the employee reports for duty
at the new official station as provided
in part 300.3 of this title.

(b) Individuals not covered. The provi-
sions of this part are not applicable to
the following individuals or employees:

(1) New appointees;

(2) Employees assigned under the
Government Employees Training Act
(see 5 U.S.C. 4109); or

(3) Employees returning from over-
seas assignments for the purpose of
separation.

§302-17.3 Types of moving expenses or
allowances covered and general
limitations.

The RIT allowance is limited by law
as to the types of moving expenses that
can be covered. The law authorizes re-
imbursement of additional income
taxes resulting from certain moving
expenses furnished in kind or for which
reimbursement or an allowance is pro-
vided to the transferred employee by
the Government. However, such mov-
ing expenses are covered by the RIT al-
lowance only to the extent that they
are actually paid or incurred, and are
not allowable as a moving expense de-
duction for tax purposes. The types of
expenses or allowances listed in para-
graphs (a) through (i) of this section,
are covered by the RIT allowance with-
in the limitations discussed.

(a) En route travel. Travel (including
per diem) and transportation expenses
of the transferred employee and imme-
diate family for en route travel from

224



Relocation Allowances

the old official station to the new offi-
cial station. (See part 302-4 of this
chapter.)

(b) Household goods shipment. Trans-
portation (including temporary stor-
age) expenses for movement of house-
hold goods from the old official station
to the new official station. (See part
302-7 of this chapter.)

(c) Ertended storage expenses. Allow-
able expenses for extended storage of
household goods belonging to an em-
ployee transferred on or after Novem-
ber 14, 1983, through October 11, 1984, to
an isolated location in the continental
United States. (See part 302-8, of this
chapter extended storage expenses are
not covered by the RIT allowance for
transfers on or after October 12, 1984.)
(See §302-17.4(c) of this chapter.)

(d) Mobile home movement. Expenses
for the movement of a mobile home for
use as a residence when movement is
authorized instead of shipment and
temporary storage of household goods.
(See part 302-10 of this chapter.)

(e) Househunting trip. Travel (includ-
ing per diem) and transportation ex-
penses of the employee and spouse for
one round trip to the new official sta-
tion to seek permanent residence quar-
ters. (See part 302-5 of this chapter.)

(f) Temporary quarters. Subsistence
expenses of the employee and imme-
diate family during occupancy of tem-
porary quarters. (See part 302-6 of this
chapter.)

(8) Real estate expenses. Allowable ex-
penses for the sale of the residence (or
expenses of settlement of an unexpired
lease) at the old official station and for
purchase of a home at the new official
station for which reimbursement is re-
ceived by the employee. (See part 302-
11 of this chapter.)

(h) Miscellaneous expense allowance. A
miscellaneous expense allowance for
the purpose of defraying certain ex-
penses associated with discontinuing a
residence at one location and estab-
lishing a residence at the new location
in connection with an authorized or ap-
proved permanent change of station.
(See part 302-16 of this chapter.)

(i) Relocation services. Payments, or
portions thereof, made to a relocation
service company for services provided
to a transferred employee (see part 302—
12 of this chapter), subject to the con-
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ditions stated in this paragraph and
within the general limitations of this
section applicable to other covered ex-
penses.

(1) For employees transferred on or after
November 14, 1983, through October 11,
1984. The amount of a broker’s fee or
real estate commission, or other real
estate sales transaction expenses which
normally are reimbursable to the em-
ployee under §302-11.200 of this chapter,
but have been paid by a relocation
service company incident to an as-
signed sale from the employee, pro-
vided that such payments constitute
income to the employee. For the pur-
poses of this regulation, an assigned
sale occurs when an employee obtains a
binding agreement for the sale of his/
her residence and assigns the inherent
rights and obligations of that agree-
ment to a relocation company that is
providing services under contract with
the employing agency. For example, if
the employee incurs an obligation to
pay a specified broker’s fee or real es-
tate commission under the terms of the
sales agreement, this obligation along
with the sales agreement is assigned to
the relocation company and may, upon
payment of the obligation by the relo-
cation company, constitute income to
the employee. (See §302-12.7 of this
chapter entitled ‘‘Income tax con-
sequences of using relocation compa-
nies.”)

(2) For employees transferred on or after
October 12, 1984. Expenses paid by a re-
location company providing relocation
services to the transferred employee
pursuant to a contract with the em-
ploying agency to the extent such pay-
ments constitute income to the em-
ployee. (See §302-12.7 of this chapter.)

NOTE: See reference shown in parentheses
for reimbursement provisions for each allow-
ance listed in paragraphs (a) through (i) of
this section. See section 217 of the Internal
Revenue Code (IRC) and Internal Revenue
Service (IRS) Publication 521 entitled ‘‘Mov-
ing Expenses’” and appropriate State and
local tax authority publications for addi-
tional information on the taxability of mov-
ing expense reimbursements and the allow-
able tax deductions for moving expenses.

§302-17.4 Exclusions from coverage.

The provisions of this part are not
applicable to the following:
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(a) Any tax liability that may result
from payments by the Government to
relocation companies on behalf of em-
ployees transferred on or after Novem-
ber 14, 1983, through October 11, 1984,
other than the payments for those ex-
penses specified in §302-17.3(1)(1).

(b) Any tax liability incurred for
local income taxes other than city in-
come tax as a result of moving expense
reimbursements for employees trans-
ferred on or after November 14, 1983,
through October 11, 1984. (See defini-
tion in §302-17.5(b).)

(c) Any tax liability resulting from
reimbursed expenses for any extended
storage of household goods except as
specifically provided for in §302-17.3(c).

(d) Any tax liability resulting from
paid or reimbursed expenses for ship-
ment of a privately owned automobile.

(e) Any tax liability resulting from
an excess of reimbursed amounts over
the actual expense paid or incurred.
For instance, if an employee’s reim-
bursement for the movement of house-
hold goods is based on the commuted
rate schedule and his/her actual mov-
ing expenses are less than the reim-
bursement, the tax liability resulting
from the difference is not covered by
the RIT allowance. (See  §302—
17.8(¢)(2)(1).)

(f) Any tax liability resulting from
an employee’s decision not to deduct
moving expenses for which a tax deduc-
tion is allowable under the Internal
Revenue Code or appropriate State and
local tax codes. (See §§302-17.8(b)(1) and
302-17.8(¢)(2).)

(g) Any tax liability resulting from
the payment of recruitment, retention,
or relocation bonuses authorized by the
Office of Personnel Management pursu-
ant to 5 U.S.C. 57563 and 5754, or any
other provisions which allow relocation
payments that are not reimbursements
for travel, transportation, and other
expenses incurred in relocation.

§302-17.5 Definitions and discussion
of terms.

For purposes of this part, the fol-
lowing definitions will apply:

(a) State income tar. A tax, imposed
by a State tax authority, that is de-
ductible for Federal income tax pur-
poses as a State income tax under sec-
tion 164(a)(3) of the IRC. ‘State”
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means any one of the several States of
the United States and the District of
Columbia.

(b) Local income tax. A tax, imposed
by a recognized city or county tax au-
thority, that is deductible for Federal
income tax purposes as a local (city or
county) income tax under section
164(a)(3) of the IRC; except, that for
employees transferred on or after No-
vember 14, 1983, through October 11,
1984, local income tax shall be con-
strued to mean only city income tax.
For purposes of this regulation:

(1) City means any unit of general
local government which is classified as
a municipality by the Bureau of the
Census, or which is a town or township
that in the determination of the Sec-
retary of the Treasury possesses POw-
ers and performs functions comparable
to those associated with municipali-
ties, is closely settled, and contains
within its boundaries no incorporated
places as defined by the Bureau of the
Census (31 CFR 215.2(b)(1)).

(2) County means any unit of local
general government which is classified
as a county by the Bureau of the Cen-
sus (31 CFR 215.2(e)).

(c) Covered moving expense reimburse-
ments or covered reimbursements. As used
herein, these terms include those mov-
ing expenses listed in §302-17.3 as being
covered by the RIT allowance and
which may be furnished in kind, or for
which reimbursement or an allowance
is provided by the Government.

(d) Covered taxable reimbursements.
Covered moving expense reimburse-
ments minus the tax deductions allow-
able under the IRC and IRS regulations
for moving expenses. (See determina-
tion in §302-17.8(c).)

(e) Year 1 or reimbursement year. The
calendar year in which reimbursement
or payment for moving expenses is
made to, or for, the employee under the
provisions of this part. All or part of
these reimbursements (see §302-17.6)
are reported to the IRS as income
(wages, salary, or other compensation)
to the employee for that tax year
under the provisions of the IRC and
IRS regulations, and are subject to
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Federal tax withholding. The with-
holding tax allowance (WTA) (see para-
graph (f)(1) of this section) is cal-
culated in Year 1, to cover the employ-
ee’s Federal tax withholding obliga-
tions each time covered moving ex-
pense reimbursements are made that
result in a Federal tax withholding ob-
ligation. For purposes of this part, an
advance of funds for any of the covered
moving expenses is not considered to
be a reimbursement or a payment until
the travel voucher settlement for such
expenses takes place. If an employee’s
reimbursement for moving expenses is
spread over more than one year, he/she
will have more than one Year 1.

(f) Year 2. The calendar year in which
a claim for the RIT allowance is paid.

(1) Generally, Year 2 will be the cal-
endar year immediately following Year
1 and in which the employee files a tax
return reflecting his/her tax liability
for income received in Year 1. However,
there may be instances where the em-
ployee’s claims submission and/or pay-
ment of the RIT allowance is delayed
beyond the calendar year immediately
following Year 1. (Year 1 will always be
the calendar year that reimbursements
are received; see paragraph (e) of this
section.) Year 2 will be the calendar
year in which the RIT allowance is ac-
tually paid.

(2) The RIT allowance is calculated
in Year 2 and paid to cover the addi-
tional tax liability (resulting from
moving expense reimbursements re-
ceived in Year 1) not covered by the
WTA paid in Year 1. If an employee’s
covered taxable reimbursements are
spread over more than one year, he/she
will have more than one Year 2.

(g) Federal withholding tax rate
(FWTR). The tax rate applied to incre-
mental income to determine the
amount to be withheld for Federal in-
come tax from salary or other com-
pensation such as moving expense re-
imbursements. Because moving ex-
pense reimbursements constitute sup-
plemental wages for Federal income
tax purposes, the 20 percent flat rate of
withholding is generally applicable to
such reimbursements. (See  §302—
17.7(c).) Agencies should refer to the
Treasury Financial Manual, TFM 3-
5000, and applicable IRS regulations for
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complete and up-to-date information
on this subject.

(h) Earned income. For purposes of the
RIT allowance, ‘‘earned income’ shall
include only the gross compensation
(salary, wages, or other compensation
such as reimbursement for moving ex-
penses and the related WTA (see para-
graph (n) of this section) and any RIT
allowance (see paragraph (m) of this
section) paid for moving expense reim-
bursement in a prior year) that is re-
ported as income on IRS Form W-2 for
the employee (employee and spouse, if
filing jointly), and if applicable, the
net earnings (or loss) for self-employ-
ment income shown on Schedule SE of
the IRS Form 1040. Earned income may
be from more than one source. (See
§302-17.8(d).)

(i) Marginal taxr rate (MTR). The tax
rate (for example, 33 percent) applica-
ble to a specific increment of income.
The Federal, Puerto Rico, and State
marginal tax rates to be used in calcu-
lating the RIT allowance are located at
www.gsa.gov/ftrbulletin (see §302-17.14).
(See §302-17.8(e)(3) for instructions on
local marginal tax rate determina-
tions.)

(j) Combined marginal tax rate (CMTR).
A single rate determined by combining
the applicable marginal tax rates for
Federal (or Puerto Rico, when applica-

ble), State, and local income taxes,
using formulas provided in §302-
17.8(e)(5).

(k) Gross-up. Payment for the esti-
mated additional income tax liability
incurred by an employee as a result of
reimbursements or payments by the
Government for the covered moving ex-
penses listed in §302-17.3.

(1) Gross-up formulas. The formulas
used to determine the amount of the
gross-up for the WTA and the RIT al-
lowance. The gross-up formulas used
herein compensate the employee for
the initial tax, the tax on tax, etc.
Note that the WTA gross-up formula in
§302-17.7(d) is different than the RIT
gross-up formula prescribed in §302-
17.8(f).

(m) RIT allowance. The amount of
payment computed and paid in Year 2
to cover substantially all of the esti-
mated additional tax liability incurred
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as a result of the covered moving ex-
pense reimbursements received in Year
1.

(n) Withholding tax allowance (WTA).
The withholding tax allowance (WTA),
paid in Year 1, covers the employee’s
Federal income tax withholding liabil-
ity on covered taxable reimbursements
received in Year 1. The amount is com-
puted by applying the withholding
gross-up formula prescribed in §302-
17.7(d) (using the Federal withholding
tax rate) each time that a Federal
withholding obligation is incurred on
covered moving expense reimburse-
ments received in Year 1. Grossing-up
the Federal withholding amount pro-
tects the employee from using part of
his/her moving expense reimbursement
to pay Federal withholding taxes. (See
§302-17.7.)

(o) State gross-up. Payment for the es-
timated additional State income tax li-
ability incurred by an employee as a
result of reimbursements or payments
by the Government for the covered
moving expenses listed in §302-17.3 that
are deductible for Federal income tax
but not for State income tax purposes.

(p) State gross-up formula. The for-
mula prescribed in §302-17.8(f)(3) to be
used in determining the amount to be
included in the RIT allowance to com-
pensate an employee for the additional
State income tax incurred in States
that do not allow the deduction of
moving expenses.

[FTR Amdt. 98, 66 FR 58196, Nov. 20, 2001, as
amended by FTR Amdt. 2008-04, 73 FR 35953,
June 25, 2008]

§302-17.6 Procedures in general.

(a) This regulation sets forth proce-
dures for the computation and pay-
ment of the RIT allowance and defines
agency and employee responsibilities.
This part does not require changes to
those internal fiscal procedures estab-
lished by the individual agencies pursu-
ant to IRS regulations, or the Treasury
Financial Manual, provided that the
intent of the statute authorizing the
RIT allowance and this part are not
disturbed.

(b) The total amount reimbursed or
paid to the employee, or on his/her be-
half, for travel, transportation, and
other relocation expenses and allow-
ances is includable in the employee’s
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gross income pursuant to the IRC and
certain State or local government tax
codes. Some moving expenses for which
reimbursements are received may be
deducted from income by the employee
as moving expense deductions, subject
to certain limitations prescribed by the
IRS or pertinent State or local tax au-
thorities. Reimbursements for non-
deductible moving expenses are subject
to income tax. (See IRS Publication 521
entitled ‘‘Moving Expenses’” and the
appropriate State and local tax codes
for detailed information.)

(c) Usually, if the employee is reim-
bursed for nondeductible moving ex-
penses, the amount of these reimburse-
ments is subject to withholding of Fed-
eral income tax in accordance with IRS
regulations at the time of reimburse-
ment. Under existing fiscal procedures,
the amount of the employee’s with-
holding obligation is usually deducted
either from reimbursements for the
moving expenses at the time of reim-
bursement or from the employee’s sal-
ary. (See Treasury Financial Manual.)

(d) Payment of a WTA established
herein will offset deductions for the
Federal income tax withholding on
moving expense reimbursements, and
on the WTA itself, from the employee’s
moving expense reimbursements or
from salary.

(e) The total amount of the RIT al-
lowance can be computed after the end
of Year 1 as soon as the earned income
level, income tax filing status, total
covered taxable reimbursements, and
the applicable marginal tax rates can
be determined. Employee claims for
the RIT allowance should be submitted
in accordance with this part and the
employing agency’s procedures.

(f) Procedures are prescribed in §§302—
17.7 and 302-17.8 for computation and
payment of the WTA and the RIT al-
lowance. These procedures are built on
existing fiscal procedures and IRS reg-
ulations regarding reporting of em-
ployee income from reimbursements
and withholding of taxes on supple-
mental wages.

§302-17.7 Procedures for determining
the WTA in Year 1.

(a) General rules. The WTA is de-
signed to cover only the employee’s
withholding tax obligation for Federal
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income taxes on income resulting from
covered moving expense reimburse-
ments. (See definition in §302-17.5(c).)
Other withholding tax obligations, if
any, such as for social security taxes or
for State and/or local income taxes on
income resulting from moving expense
reimbursements shall not be included
in the calculation of the WTA pay-
ment. The amount of the WTA is equal
to the Federal income tax withholding
obligation incurred by the employee on
covered moving expense reimburse-
ments (which are not offset by deduct-
ible moving expenses) and on the WTA
itself. BEach time covered moving ex-
pense reimbursements are paid to or on
behalf of the employee, the WTA shall
be calculated, accounted for, and re-
ported as provided in paragraphs (b)
through (g) of this section.

(b) Determination of amount of reim-
bursement subject to withholding. Under
IRS regulations, income resulting from
reimbursements for nondeductible
moving expenses is subject to with-
holding of Federal income taxes. (See
IRS Publication 521, ‘“Moving Ex-
penses.””) There are some moving ex-
penses which may be reimbursed but
are not covered taxable reimburse-
ments (see definition in §302-17.5(d)) for
purposes of the WTA and RIT allow-
ance calculations, such as extended
storage of household goods. (See exclu-
sions in §302-17.4.) Therefore, the ac-
tual amount of the covered taxable re-
imbursements may be different than
the amount of nondeductible moving
expenses subject to Federal income tax
withholding. The difference in these
amounts should not be substantial;
therefore, the amount of nondeductible
moving expenses subject to Federal in-
come tax withholding, as determined
by the agency pursuant to IRS regula-
tions, may be used in calculating the
WTA. (Note that the RIT calculation
procedure in §302-17.8 requires deter-
mination of covered taxable reimburse-
ments.)

(c) Determination of Federal with-
holding tax rate (FWTR). Moving ex-
pense reimbursements constitute sup-
plemental wages for Federal income
tax purposes. Therefore, an agency
must withhold at the withholding rate
applicable to supplemental wages. Cur-
rently, the supplemental wages with-

§302-17.7

holding rate is 28 percent. The supple-
mental wages withholding rate should
be used in calculating the WTA unless
under an agency’s withholding proce-
dures a different withholding rate is
used pursuant to IRS tax regulations.
In such cases, the applicable with-
holding rate shall be substituted for
the supplemental wages withholding
rate in the calculation shown in para-
graph (d) of this section.

(d) Calculation of the WTA. The WTA
is calculated by substituting the
amounts determined in paragraphs (b)
and (c¢) of this section into the fol-
lowing WTA gross-up formula:

Formula:
X
Y=—"- (N
x N
Where:
Y =WTA

X = FWTR (generally, 28 percent)
N = nondeductible moving expenses/covered
taxable reimbursements

Example:
If:
X = 28 percent
N = $20,000
Then:
28
Y =——— ($20,000)
1.00-.28
Y = .3889 ($20,000)
Y = $7778.00

(e) WTA payment and employee agree-
ment for repayment. (1) The WTA may
be calculated several times within
Year 1 if reimbursements for moving
expenses are made on more than one
travel voucher. Each time an employee
is reimbursed for moving expenses
which are subject to Federal tax with-
holding in accordance with the IRS
regulations, the WTA will be cal-
culated and paid unless the employee
fails to comply with the requirements
in paragraph (e)(2) of this section.

(2) The employee shall be required to
agree in writing to repay any excess
amount paid to him/her in Year 1 (see
§§302-17.8(f)(6) and 302-17.9(b)(3)), and
submit the required certified tax infor-
mation and claim for his/her RIT al-
lowance within a reasonable length of
time (as determined by the agency)
after the close of Year 1. Failure of the
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employee to comply with this require-
ment will preclude the agency’s pay-
ment of the WTA. The entire WTA will
be considered an excess payment if the
RIT allowance claim is not submitted
in a timely manner to settle the RIT
allowance account.

(f) Determination of employee’s with-
holding tax on WTA. Since the amount
of the WTA is considered income to the
employee, it is subject to the same tax
withholding requirements as all other
moving expense reimbursements. (See
Treasury Financial Manual, Section
4080, Moving Expense Reimbursements,
for withholding requirements.)

(g8) End of year reporting. At the end of
the year, agencies generally are re-
quired to issue IRS Form(s) W-2 for
each employee showing total gross
compensation (including moving ex-
pense reimbursements) and the appli-
cable amount of Federal taxes with-
held. For tax reporting purposes, the
WTA is to be treated as a moving ex-
pense reimbursement. The total
amount of the employee’s WTA’s paid
during the year as well as the amount
of moving expense reimbursements
should be included as income on the
employee’s Form W-2. The Federal tax
withholding amount applicable to the
moving expense reimbursements and
the WTA should also be included on the
employee’s Form W-2. The amount of
the WTA’s also will be furnished to the
employee along with the amount of
moving expense reimbursements on
IRS Form 4782 or another itemized list-
ing provided for the employee’s use in
preparing his/her tax return (see IRS
regulations for further guidance) and
in claiming the RIT allowance as pro-
vided in §302-17.8.

§302-17.8 Rules and procedures for
determining the RIT allowance in
Year 2.

(a) Summary/overview of procedures.
The RIT allowance will be calculated
and claimed in Year 2. This can be ac-
complished as soon as the employee
can determine earned income (as de-
fined herein), income tax filing status,
covered taxable reimbursements for
Year 1, and the applicable marginal tax
rates. The RIT allowance is then cal-
culated using the gross-up formula
under procedures prescribed herein.
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Since the RIT allowance is considered
income, appropriate withholding taxes
on the RIT allowance are deducted and
the balance constitutes the net pay-
ment to the employee. Rules, proce-
dures, and the prescribed tax tables for
these calculations are provided in para-
graphs (b) through (g) of this section,
and in an annual Federal Travel Regu-
lation (FTR) Bulletin (located at
www.gsa.gov/ftrobulletin).

(b) General rules and assumptions. (1)
The procedures prescribed herein for
calculations and payment of the RIT
allowance are based on certain assump-
tions jointly developed by GSA and
IRS, and tax tables developed by IRS.
This approach avoids a potentially con-
troversial and administratively bur-
densome procedure requiring the em-
ployee to furnish extensive documenta-
tion, such as certified copies of actual
tax returns and reconstructed returns,
in support of a claim for a RIT allow-
ance payment. Specifically, the fol-
lowing assumptions have been made:

(i) The employee will claim allowable
moving expense deductions for the
same tax year in which the cor-
responding moving expense reimburse-
ments are included in income;

(i1) Changes to the IRC, applicable to
the 1987 and subsequent tax years, re-
quire that allowable moving expense
deductions must be taken as an
itemized deduction from gross income
rather than as an adjustment to gross
income as in previous tax years. It is
assumed that employees will receive
the benefit of allowable moving ex-
pense deductions to offset income ei-
ther by itemizing their moving expense
deductions or through the increased
standard deductions.

(iii) Prior to the Tax Reform Act of
1986, it was assumed that the employ-
ee’s (and spouse’s, if a joint return is
filed) earned income, filing status, and
CMTR determined for Year 1 (and used
in determining the RIT allowance in
Year 2) would remain the same or
would not be substantially different in
the second and subsequent tax years.
However, the Tax Reform Act of 1986
substantially changed the Federal tax
structure making it necessary to com-
pute a separate CMTR for Year 1 and
for Year 2. (See paragraph (e) of this
section.) The formula for calculating
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the RIT allowance to be paid in 1988
and subsequent years is shown in para-
graph (f) of this section. It is assumed
that within the accuracy of the cal-
culation, the State and local tax rates
for Year 1 and Year 2 will remain the
same or will not be substantially dif-
ferent. Therefore, the State and local
tax rates for Year 1 shall be used in
calculating the CMTR for Year 2.

(2) The prescribed procedures, which
yield an estimate of an employee’s ad-
ditional tax liability due to moving ex-
pense reimbursements, are to be used
uniformly. They are not to be adjusted
to accommodate an employee’s unique
circumstance which may differ from
the assumed circumstances stated in
paragraph (b)(1) of this section.

(3) An adjustment of the RIT allow-
ance paid in Year 2 for the covered tax-
able reimbursements received in Year 1
is required if the tax information cer-
tified to on the RIT allowance claim is
different than that shown on the actual
Federal tax return filed with IRS for
Year 1 or changed for any reason after
filing of the tax return, so as to affect
the CMTR’s used in the RIT allowance
calculation. (See §302-17.10 for claims
procedures.)

(c) Determination of covered taxable re-
imbursements. (1) Generally, the amount
of the covered taxable reimbursements
is the difference between (i) the
amount of covered moving expense re-
imbursements for the allowances listed
in §302-17.3 that was included in the
employee’s income in Year 1, and (ii)
the maximum amount of allowable
moving expenses that may be claimed
as a moving expense deduction by the
employee on his/her Federal tax return
under IRS tax regulations to offset the
income resulting from moving expense
reimbursements for Year 1. The cov-
ered taxable reimbursements will be
determined as if the employee had
itemized and deducted all allowable
moving expense deductions. (See as-
sumption made in paragraph (b)(1)(ii)
of this section.) If the employee is pre-
cluded from claiming moving expense
deductions because he/she does not
meet IRS requirements for the distance
test, then the amount of covered tax-
able reimbursements is the same as the
amount of covered moving expense re-
imbursements. (See §302-17.5(d).)
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(2) For purposes of calculating the
RIT allowance, the following special
rules apply to the determination of
moving expense deductions to offset
moving expense reimbursements re-
ported as income:

(i) The total amount of reimburse-
ment (which was reported as income)
for the expenses of en route travel for
the employee and family (see §302—
17.3(a)) and transportation (including
up to 30 days temporary storage) of
household goods (see §302-17.3(b)) to
the new official station shall be used as
a moving expense deduction. (See also
§302-17.4(e) and (f).)

(ii) The total amount of reimburse-
ment for a househunting trip, tem-
porary quarters (up to 30 days at new
station) and real estate transaction ex-
penses (see §302-17.3(e), (f), (g), and (i)),
up to the maximum allowable deduc-
tion under IRS tax regulations, shall
be used as a moving expense deduction.
For example, an employee and spouse
filing a joint return and residing in the
same household at the end of the tax
year may deduct up to $3,000 for these
expenses. (No more than $1,500 of the
$3,000 may be claimed for a
househunting trip and temporary quar-
ters expenses combined.) If the em-
ployee was reimbursed $1,350 for a
househunting trip and temporary quar-
ters expenses and $9,000 for real estate
expenses, the moving expense deduc-
tions would be $1,350 for the
househunting trip and temporary quar-
ters expenses and $1,650 for real estate
expenses. If the employee’s reimburse-
ment was $1,850 for the househunting
trip and temporary quarters expenses
and $9,000 for real estate expenses, the
moving expense deductions would be
$1,600 for the househunting trip and
temporary quarters expenses and $1,500
for real estate expenses. If the em-
ployee had no reimbursement for a
househunting trip and temporary quar-
ters, the full $3,000 would be applied to
the $9,000 reimbursement for real es-
tate expenses. (See IRS Publication
521, ‘“Moving Expenses,” for these and
other maximums which vary by situa-
tion and filing status.)

(3) Procedures and examples are pro-
vided herein as if all moving expense
reimbursements are received in one
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year with all moving expense deduc-
tions applied in that same year to ar-
rive at the covered taxable reimburse-
ments. However, when reimbursements
span more than one year, the amount
of covered taxable reimbursements
must be determined separately for each
reimbursement year (Year 1). The max-
imum moving expense deductions
apply to the entire move. Under IRS
tax regulations, the employee has some
discretion as to when he/she claims
these deductions (e.g., in the year of
the move when the expense was paid or
in the year of reimbursement, if these
actions do not occur in the same year).
However, for purposes of the RIT allow-
ance procedures, the moving expense
deductions will be applied in the year
that the corresponding reimbursement
is made. For example, if an employee
incurred and was reimbursed $1,000 for
a househunting trip and temporary
quarters in 1989 and an additional $1,000
for temporary quarters in 1990, this em-
ployee, according to his/her particular
situation and tax filing status, may de-
duct $1,500 of these expenses in moving
expense deductions. In calculating the
RIT allowance for 1989, $1,000 of the
$1,500 deduction is used to offset the
$1,000 reimbursement in 1989 resulting
in zero covered taxable reimburse-
ments for the househunting trip and
temporary quarters for 1989. The re-
maining $500 (balance of the $1,500 not
used in determining covered taxable re-
imbursements for 1989) will be used to
offset the $1,000 temporary quarters re-
imbursement in 1990 (second Year 1),
leaving $500 of the temporary quarters
reimbursement as a covered taxable re-
imbursement for 1990.

(4) Although the WTA amount is in-
cluded in income (see §302-17.7), it shall
not be included in the amount of cov-
ered taxable reimbursements. Under
the procedures and formulas estab-
lished herein, the proper amount of the
RIT allowance is calculated using the
RIT gross-up formula with the WTA
and any prior RIT allowance payments
excluded from covered taxable reim-
bursements.

(5) Agencies are cautioned that there
may be moving expenses reimbursed to
the employee that are not covered by
the RIT allowance. (See exclusions in
§302-17.4; also see discussion in §302-
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17.7 regarding covered taxable reim-
bursements versus nondeductible ex-
penses.)

(d) Determination of income level and
filing status. In order to determine the
CMTR’s needed to calculate the RIT al-
lowance, the employee must determine
the appropriate amount of earned in-
come (as prescribed herein) that was or
will be reported on his/her Federal tax
return for the tax year in which the
covered taxable reimbursements were
received (Year 1). Such amount will
also include the spouse’s earned income
if a joint filing status is claimed. For
purposes of this regulation, appropriate
earned income shall include only the
amount of gross compensation reported
on IRS Form(s) W-2, and, if applicable,
the net earnings (or loss) from self-em-
ployment income as shown on Schedule
SE of IRS Form 1040. (See §302-17.5(h).)
(Note that moving expense reimburse-
ments including the WTA amounts and
any RIT allowance paid for a prior
Year 1 are to be included in earned in-
come and should be shown as income
on the Form W-2; if they are not, other
appropriate documentation shall be
furnished by the agency.) (See §302-
17.7(g).) The amount of earned income
as determined under this paragraph
and the tax filing status (for example,
from lines 1 through 5 on the 1987 IRS
Form 1040) shall be contained in a cer-
tified statement on, or attached to, the
voucher claiming the RIT allowance.
(See §302-17.10.) If a joint filing status
is claimed and the spouse’s earned in-
come is included, the spouse must sign
the certified statement. If the spouse
does not sign the statement, earned in-
come will include only the employee’s
earned income and the RIT allowance
will be calculated on that basis. This
condition will not apply if an employee
is allowed, under IRS rules, to file a
joint return as a surviving spouse.

(e) Determination of the CMTR’s. The
gross-up formula used to calculate the
RIT allowance in paragraph (f) of this
section, requires the wuse of two
CMTR’s—one for Year 1 in which reim-
bursements were received and the
other for Year 2 in which the RIT al-
lowance is paid. CMTR’s are single tax
rates calculated to represent the Fed-
eral, State, and/or local income tax
rates applicable to the earned income
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determined for Year 1. (See paragraph
(d) of this section.) The CMTR’s will be
determined as follows:

(1) Federal marginal tax rates. The
Federal marginal tax rates for Year 1
and Year 2 are determined by using the
income level and filing status deter-
mined under paragraph (d) of this sec-
tion and contained in the certified
statement by the employee (or em-
ployee and spouse) on the RIT allow-
ance claim, and applying the pre-
scribed Federal tax tables located at
www.gsa.gov/ftrbulletin. For example, if
the income level for the 1989 tax year
(Year 1) was $84,100 for a married em-
ployee filing a Federal joint return, the
Federal marginal tax rate would be 33
percent for Year 1 (1989) (see the appro-
priate RIT tax table(s) located at
www.gsa.gov/ftrbulletin) and 28 percent
for Year 2 (1990) (see the appropriate
RIT tax table(s) located at
www.gsa.gov/ftrbulletin). These rates
would be used regardless of how much
of the $84,100 was attributable to reim-
bursement for the employee’s reloca-
tion expenses. (Note that these mar-
ginal rates are different from the with-
holding tax rate used for the WTA.) If
the employee incurs only Federal in-
come tax (i.e., there are no State or
local taxes), the Federal marginal tax
rates determined from the appropriate
RIT tax table(s) located at
www.gsa.gov/ftrbulletin are the CMTR’s
to be used in the RIT gross-up formula
provided in §302-17.8(f). In such cases,
the provisions of paragraphs (e)(2) and
(3) of this section, do not apply.

(2) State marginal tax rate. (i) If the
employee incurs an additional State
income tax (see definition in §302-
17.5(a)) liability as a result of moving
expense reimbursements, the appro-
priate State tax table located at
www.gsa.gov/ftroulletin is to be used to
determine the applicable State mar-
ginal tax rate that will be substituted
into the formula for determining the
CMTR for both Year 1 and Year 2. The
appropriate State tax table will be the
one that corresponds to the tax year in
which the reimbursements are paid to
the employee (Year 1). The income
level determined in paragraph (d) of
this section for Federal taxes shall be
used to identify the appropriate income
bracket in the State tax table. The ap-
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plicable State marginal tax rate is ob-
tained from the selected income brack-
et column for the State where the em-
ployee is required to pay State income
tax on moving expense reimburse-
ments. The tax rates shown in the
table apply to all employees regardless
of their filing status, except where a
separate rate is shown for a single fil-
ing status.

(ii) The lowest income bracket shown
in the State tax tables located at
www.gsa.gov/ftroulletin is $20,000-$24,999.
In cases where the employee’s (employ-
ee’s and spouse’s, if filing jointly)
earned income as determined under
paragraph (d) of this section is less
than this income bracket, an appro-
priate State marginal tax rate shall be
established by the employing agency
from the applicable State tax code or
regulations issued pursuant thereto.
Such State marginal tax rate shall be
representative of the earned income
level in question but in no case more
than the marginal tax rate established
located at www.gsa.gov/ftrbulletin for
the $20,000-$24,999 income bracket for
the particular State in which an addi-
tional tax obligation has been incurred.

(iii) The prescribed State marginal
tax rates generally are expressed as a
percent of taxable income. However, if
the applicable State marginal tax rate
is stated as a percentage of the Federal
income tax liability, the State tax rate
must be converted to a percent of tax-
able income to be used in the CMTR
formulas in paragraph (e)(5) of this sec-
tion. This is accomplished by multi-
plying the applicable Federal tax rate
for Year 1 by the applicable State tax
rate. For example, if the Federal tax
rate is 33 percent for Year 1 and the
State tax rate is 25 percent of the Fed-
eral income tax liability, the State tax
rate stated as a percent of taxable in-
come would be 8.25 percent. The State
tax rate thus determined for Year 1
will be used in determining the CMTR
for both Year 1 and Year 2.

(iv) An employee may incur a State
income tax liability on moving expense
reimbursements in more than one
State at the same or different marginal
tax rates (i.e., double taxation). For ex-
ample, an employee may incur taxes on
moving expense reimbursements in one
State because of residency in that
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State, and in another State because
that particular State taxes income
earned within its jurisdiction irrespec-
tive of whether the employee is a resi-
dent. In such cases, a single State mar-
ginal tax rate must be determined for
use in the CMTR formulas in paragraph
(e)(b) of this section. The general rules
in paragraph (e)(2)(iv) (A) through (C)
of this section apply in determining
the applicable single State marginal
tax rate in such cases.

(A) If two or more States impose an
income tax on an employee’s moving
expense reimbursement, but no two
States tax the same portion of the re-
imbursement, then the reimbursement
is not subject to double taxation. In
this situation, the average of the appli-
cable State marginal tax rates, as de-
termined under paragraphs (e)(2) (1)
through (iii) of this section, shall be
treated as being imposed on the entire
reimbursement, and shall be used in
the CMTR formula.

(B) If two or more States impose an
income tax on the moving expense re-
imbursement, and more than one State
taxes the same portion of the reim-
bursement, but those States allow an
adjustment or credit for income taxes
paid to the other State(s), then the re-
imbursement is not subject to double
taxation. In this situation, the highest
of the applicable State marginal tax
rates, as determined under paragraphs
(e)(2) (i) through (iii) of this section,
shall be used in the CMTR formula.

(C) If two or more States impose an
income tax on the moving expense re-
imbursement, and more than one State
taxes the same portion of the reim-
bursement without allowing an adjust-
ment or credit for income taxes paid to
the other, then the reimbursement is
subject to double taxation. In this situ-
ation, the sum of the applicable State
marginal tax rates, as determined
under paragraphs (e)(2) (i) through (iii)
of this section, shall be used in the
CMTR formula.

(3) Local marginal tax rate. Because of
the impracticality of establishing a
single marginal tax rate table for local
income taxes that could be applied uni-
formly on a nationwide basis, appro-
priate local marginal tax rates shall be
determined as provided in paragraphs
(e)(3)(i) through (iii) of this section.
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(i) If the employee incurs an addi-
tional local income tax (see definition
§302-17.5(b)) liability as a result of
moving expense reimbursements, he/
she shall certify to such fact when
claiming the RIT allowance (see cer-
tification statement in §302-17.10) by
specifying the name of the locality im-
posing the income tax and the applica-
ble marginal tax rate determined from
the actual marginal tax rate table or
schedule prescribed by the taxing lo-
cality. The marginal tax rate shall be
the one applicable to the taxable in-
come portion of the amount of earned
income determined under paragraph (d)
of this section for the employee (and
spouse, if filing jointly). The same tax
rate shall be used in calculating the
CMTR for both Year 1 and Year 2. The
employing agency shall establish pro-
cedures to determine whether the em-
ployee-certified local marginal tax rate
is appropriate for the employee’s in-
come level and filing status and ap-
prove its use in the CMTR formulas.
(See also §302-17.10(b)(2).)

(ii) If the local marginal tax rate is
stated as a percentage of Federal or
State income tax liability, such rate
must be converted to a percent of tax-
able income for use in the CMTR for-
mulas. This is accomplished by multi-
plying the applicable Federal or State
tax rate for Year 1 as determined in
paragraph (e) (1) or (2) of this section
by the applicable local tax rate. For
example, if the State tax rate for Year
1 is 6 percent and the local tax rate is
50 percent of State income tax liabil-
ity, the local tax rate stated as a per-
centage of taxable income would be 3
percent. The local tax rate thus deter-
mined for Year 1 will be used in deter-
mining the CMTR for both Year 1 and
Year 2.

(iii) The situations described in para-
graph (e)(2)(iv) of this section with re-
spect to State income taxes may also
be encountered with local income
taxes. If such situations do occur, the
rules prescribed for determining the
single State marginal tax rate shall
also be applied to determine the single
local marginal tax rate for use in the
CMTR formulas.

(4) Marginal tax rates for the Common-
wealth of Puerto Rico, the Commonwealth
of the Northern Mariana Islands, and the
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U.S. possessions—(i) The Commonwealth
of Puerto Rico. A Federal employee who
is relocated to or from a point, or be-
tween points, in the Commonwealth of
Puerto Rico may be subject to income
tax on the employee’s salary (including
moving expense reimbursements) by
both the U.S. Government and the gov-
ernment of Puerto Rico. However,
under the current law of Puerto Rico,
such employee receives a credit on his/
her Puerto Rico income tax for the
amount of taxes paid to the United
States. The rules in paragraphs
(e)(4)(i)(A) through (C) apply in deter-
mining the marginal tax rate applica-
ble for transfers to, from, or between
points in Puerto Rico.

(A) The applicable Puerto Rico mar-
ginal tax rate shall be determined by
using the income level determined in
paragraph (d) of this section for Fed-
eral taxes and the employee’s filing
status. The Puerto Rico marginal tax
rate for Year 1 will be used in com-
puting the CMTR for both Year 1 and
Year 2. The Puerto Rico tax tables are
located at www.gsa.gov/ftrbulletin.

(B) If the applicable Puerto Rico
marginal tax rate is higher than the
applicable Federal marginal tax rate,
then the total amount of taxes paid by
the employee to both jurisdictions is
equal to the employee’s total income
tax liability to the Commonwealth of
Puerto Rico before any credit is given
for taxes paid to the United States.
The Federal marginal tax rate, there-
fore, is of no consequence and will be
disregarded. In such cases, the formula
in paragraph (e)(5)(iii) of this section
will be used to compute the CMTR. The
CMTR formula shall include only the
Puerto Rico marginal tax rate, the
State marginal tax rate as determined
under paragraph (e)(2) of this section
(when applicable), and the local mar-
ginal tax rate as determined under
paragraph (e)(3) of this section. For
purposes of applying the Puerto Rico
CMTR formula in paragraph (e)(5)(iii)
of this section, the State marginal tax
rate will be applicable if both Puerto
Rico and one or more of the States im-
pose an income tax on the moving ex-
pense reimbursement, and more than
one of these entities taxes the same
portion of the reimbursement without
allowing an adjustment or credit for
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income taxes paid to the other. In this
situation, the S component of the
CMTR formula will be the applicable
State marginal tax rate as determined
under paragraph (e)(2) of this section.
(C) If the applicable Puerto Rico
marginal tax rate is equal to or lower
than the applicable Federal marginal
tax rate, then the total amount of
taxes paid by the employee to both ju-
risdictions is equal to the employee’s
total Federal income tax liability. The
Puerto Rico marginal tax rate, there-
fore, is of no consequence in such cases
and will be disregarded. The CMTR will
be computed using the formula in para-
graphs (e)(b) (i) and (ii) of this section.
This formula will include the Federal
marginal tax rate as determined under
paragraph (e)(1) of this section, the
State marginal tax rate as determined
under paragraph (e)(2) of this section
(when applicable), and the local mar-
ginal tax rate as determined under
paragraph (e)(3) of this section. The
State marginal tax rate will be appli-
cable if one or more States impose tax
on the moving expense reimbursement.
(ii) The Commonwealth of the Northern
Mariana Islands and the U.S. possessions.
A Federal employee who is relocated to
or from a point, or between points, in
the Commonwealth of the Northern
Mariana Islands or the U.S. possessions
(Guam, American Samoa, and the U.S.
Virgin Islands) is subject to both Fed-
eral income tax and income tax as-
sessed by the Commonwealth of the
Northern Mariana Islands or the U.S.
possession, as applicable. However, the
income tax system and rates for the
Commonwealth of the Northern Mar-
iana Islands and for the U.S. posses-
sions are identical to the U.S. Federal
income tax system and rates. This con-
stitutes a ‘“‘mirror tax’ system. A tax
credit or exclusion is provided by one
of the taxing jurisdictions (either the
U.S., the Commonwealth of the North-
ern Mariana Islands, or the U.S. posses-
sion, as appropriate) to prevent double
taxation. The marginal tax rate for the
Commonwealth of the Northern Mar-
iana Islands or the U.S. possession,
therefore, is of no consequence since it
is identical to the Federal marginal in-
come tax rate and is completely offset
by a corresponding credit or exclusion.
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Thus, the Commonwealth’s or the pos-
session’s tax rate will not be factored
into the CMTR formula. The CMTR
will be computed as provided in para-
graphs (e)(b) (i) and (ii) based solely on
the Federal marginal tax rate; when
applicable, the State(s) marginal tax
rate; and the local marginal tax rate.
(5) Calculation of the CMTR’s. As stat-
ed above, the gross-up formula for cal-
culating the RIT allowance requires
the use of two CMTR’s. However, the
required CMTR’s cannot be calculated
by merely adding the Federal, State,
and local marginal tax rates together
because of the deductibility of State
and local income taxes from income for
Federal income tax purposes. The
State tax tables located at
www.gsa.gov/ftrbulletin are designed to
use the same income amount as that
determined for the Federal taxes,
which reflects, among other things,
State and local tax deductions. The
formulas prescribed below for calcu-
lating the CMTR’s are designed to ad-
just the State and local tax rates to
compensate for their deductibility
from income for Federal tax purposes.
(i) Calculation of the CMTR for Year 1.
The following formula shall be used to
calculate the CMTR for Year 1.

CMTR Formula: X = F + (1-F)S +
(1-F)L

Where:

X = CMTR for Year 1

F = Federal tax rate for Year 1
S = State tax rate for Year 1

L = local tax rate for Year 1

(A) Federal, State, and local taxes in-
curred. If the employee incurs Federal,
State, and local income taxes on mov-
ing expense reimbursements, the
CMTR formula may be solved as fol-
lows:

Example:

If:

F = 33 percent of income

S = 6 percent of income

L = 3 percent of income

Then:

X =.33 + (1.00—.33).06 + (1.00—.33).03
X =.3903

(B) Federal and State income tazxes
only. If the employee incurs tax liabil-
ity on moving expense reimbursements
for Federal and State income taxes but
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none for local income tax, the value of
“L’’ is zero and the CMTR formula may
be solved as follows:

Example:
If:

F = 33 percent of income
S = 6 percent of income

L = Zero

Then:

X = .33 + (1.00—.33).06
X = .3702

(C) Federal and local income taxes only.
If the employee incurs a tax liability
on moving expense reimbursements for
Federal and local income taxes but
none for State income tax, the value of
‘S’ is zero and the CMTR formula may
be solved as follows:

Example:

If:

F = 33 percent of income
S = Zero

L = 3 percent of income
Then:

X = .33 + (1.00—.33).03

X = .3501

(i1) Calculation of the CMTR for Year 2.
The calculation of the CMTR for Year
2 is the same as described for Year 1,
except that the Federal tax rate for
Year 2 is used in place of the Federal
tax rate for Year 1. State and local tax
rates remain the same as for Year 1.
The following formula shall be used to
determine the CMTR for Year 2:

CMTR Formula: W = F + (1-F)S +
(1-F)L

Where:

W = CMTR for Year 2

F = Federal tax rate for Year 2
S = State tax rate for Year 1

L = local tax rate for Year 1

(iii) Calculation of CMTR’s for Puerto
Rico. The following formula shall be
used to calculate the CMTR for trans-
fers to, from, or between points in
Puerto Rico. (This formula is different
from the formulas provided in para-
graphs (e)(5) (i) and (ii) of this section
since the Federal marginal tax rate is
disregarded.)

CMTR Formula: X =P+ S+ L

Where:

X = CMTR for Year 1 and Year 2
P = Puerto Rico tax rate for Year 1
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S = State tax rate for Year 1, when applica-
ble (See §302-17.8(e)(H)(1)(B).)
L = Local tax rate for Year 1

(f) Determination of the RIT allowance.
The RIT allowance to cover the tax li-
ability on additional income resulting
from the covered taxable reimburse-
ments received in Year 1 is calculated
in Year 2 as provided below:

(1) The RIT allowance is calculated
by substituting the amount of covered
taxable reimbursements for Year 1, the
CMTR’s for Year 1 and Year 2, and the
total amount of the WTA’s paid in
Year 1 into the gross-up formula as
follows:

Formula:

3903
1.00—.3448

Z = .5957($21,800) — .9306($5,450)
Z = $12,986.26 — $5,071.77
Z = $7,914.49”

(2) There may be instances when a
WTA was not paid in Year 1 at the time
moving expense reimbursements were
made. In cases where there is no WTA
to be deducted, the value of ““Y”’ is zero
and the formula stated in paragraph
(£)(1) of this section, for calculating the
amount of the RIT allowance (Z) due
the employee in Year 2 may be solved
as shown in the following example:

Example:
If:
X =.3903
W = .3448
R = $21,800
Y = Zero
Then:
- B ($21,800)
1.00—-.3448
Z = .5957 ($21,800)
Z = $12,986.26

(3) Certain States do not allow the
deduction of all or part of the covered
moving expenses that are deductible
for Federal income tax purposes. The
State gross-up to cover the additional
State income tax liability resulting
from the covered moving expense reim-
bursements received in Year 1 that are
deductible for Federal income tax pur-

($21,800)
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X 1-X

= (R) - oo (Y)

1-W 1-W
Where:
Z = RIT allowance payable in Year 2
X = CMTR for Year 1
W = CMTR for Year 2
R = covered taxable reimbursements
Y = total WTA’s paid in Year 1

Example:
If:

X = .3903
W = .3448
R = $21,800
Y = $5,450
Then:

1.00-.
| L00-3903 oo 1)
1.00-.3448

poses but not for State income tax pur-
poses is calculated in Year 2 as follows:

(i) The State gross-up is calculated
by substituting the amount of covered
moving expense reimbursements that
are deductible for Federal income tax
purposes but not for State income tax
purposes, the Federal tax rate for Year
1, the State tax rate for Year 1, and the
combined marginal tax rate for Year 2
into the State gross-up formula as fol-
lows:

Formula:

Where:

A = State gross-up

F = Federal tax rate for Year 1

S = State tax rate for Year 1

W = CMTR for Year 2

N = covered moving expense reimbursements
that are deductible for Federal income tax
purposes but not for State income tax pur-
poses

Example:
If:

F=.33

S =.06

W = .3448
N = $9,250
Then:
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.06 (1.00-33)

1.00—.3448
A = .0614 ($9,250)
A = $567.95

(ii) Add the State gross-up to the RIT
allowance as calculated using the for-
mula in paragraph (f)(1) of this section.
The result is the RIT allowance ad-
justed for those States that do not
allow moving expense deductions. Ex-
ample:

RIT allowance payable in

($9,250)

Year ..ocooveviiiiiiiieean $7,914.49
Plus adjustment factor ....... +567.95
Total .oovviiiiiiiieeeee $8,482.44

(4) If the amount of the RIT allow-
ance is greater than zero, it is payable
to the employee on the travel voucher
as a relocation or moving expense al-
lowance. The RIT allowance amount is
included in the employee’s gross in-
come for Year 2 and, therefore, subject
to appropriate withholding taxes. (See
net payment to employee in paragraph
(g) of this section.) The RIT allowance
amount will be reported on IRS Form
W-2 for Year 2 (including applicable in-
come tax withholding amounts) and on
IRS Form 4782 for the employee’s infor-
mation.

(5) If the calculation of the RIT al-
lowance results in a negative amount,
the employee is obligated to repay this
amount as a debt due the Government.
(See §§302-17.7(e)(2) and 302-17.9(b).)

(6) Any changes to the employee’s in-
come level or filing status for Year 1
that would affect the marginal tax
rates (Federal, State, or local) used in
calculating the RIT allowance must be
reported to the agency by the employee
as provided in §302-17.9(b)(2). (See also
§302-17.10 for certified statement re-
garding these changes.)

(g) Determination of the met payment
due employee in Year 2. Since the
amount of the RIT allowance is income
to the employee in Year 2, it is subject
to the same tax withholding require-
ments as all other moving expense re-
imbursements. Agencies should deter-
mine the appropriate amounts for
withholding taxes under their internal
tax withholding procedures. The
amount of withholding taxes is de-
ducted from the RIT allowance to ar-

41 CFR Ch. 302 (7-1-12 Edition)

rive at the net payment to the em-
ployee.

[FTR Amdt. 98, 66 FR 58196, Nov. 20, 2001; 67
FR 7219, Feb. 15, 2002; 67 FR 9045, Feb. 27,
2002, as amended by FTR Amdt. 2008-04, 73
FR 35953, June 25, 2008]

§302-17.9 Responsibilities.

(a) Agency. Finance offices will cal-
culate the amount of the gross-up for
the WTA in Year 1 in accordance with
procedures outlined herein and credit
this amount to the employee at the
time of reimbursement as provided in
§302-17.7(e). The WTA will be reflected
on the employee’s Form W-2 for Year 1.
The RIT allowance may be calculated
in Year 2 either by the employee or by
the agency finance office based on in-
formation provided by the employee on
the voucher, as directed by the agen-
cy’s implementing policies and proce-
dures. In addition, agencies shall pre-
scribe appropriate and necessary im-
plementing procedures as provided
elsewhere in this part.

(b) Employee. (1) The employee is re-
quired to submit a claim for the RIT
allowance and to file the tax informa-
tion for Year 1 specified in §302-17.10
with his/her agency in Year 2, regard-
less of whether any additional reim-
bursement for the RIT allowance is
owed the employee. (See §302-17.7(e) for
employee agreement.)

(2) If any action occurs (i.e., amended
tax return, tax audit, etc.) that would
change the information provided in
Year 2 by the employee to his/her agen-
cy for use in calculating the RIT allow-
ance due the employee for Year 1 taxes,
this information must be provided by
the employee to his/her agency under
procedures prescribed by the agency.
(See §302-17.10.)

(3) If the calculation of the RIT al-
lowance results in a negative amount,
the employee is obligated to repay this
amount as a debt due the Government.
(See §§302-17.7(e)(2) and 302-17.8(£)(5).)

§302-17.10 Claims for payment and
supporting documentation and
verification.

(a) Claims forms. Claims for payment
of the RIT allowance shall be sub-
mitted by the employee in Year 2 on
SF 1012 (Travel Voucher) or other au-
thorized travel voucher form. When
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claiming payment for the RIT allow-
ance, the employee shall furnish and
certify to certain tax information that
has been or will be shown on his/her ac-
tually prepared tax returns. The spouse
must also sign statement if joint filing
status is claimed and spouse’s income
is included on statement. This informa-
tion shall be contained in a certified
statement on, or attached to, the SF
1012 reading essentially as follows:

CERTIFIED STATEMENT

I certify that the following information,
which is to be used in calculating the RIT al-
lowance to which I am entitled, has been (or
will be) shown on the income tax returns
filed (or to be filed) by me (or by my spouse
and me) with the applicable Federal, State,
and local (specify which) tax authorities for
the 19  tax year.

—Gross compensation as shown on at-
tached IRS Form(s) W-2 and, if applicable,
net earnings (or loss) from self-employment
income shown on attached Schedule SE
(Form 1040):

Form(s) Schedule
W-2 SE
Employee $ $
Spouse (if filing jointly®) . $ $
Total (Both cOlUMNS) ....coveevveers | e $

—Filing status: (Specify one of
the filing status items that was (or will be)
claimed on IRS Form 1040.)

—Marginal tax rates from the appropriate
RIT tax table(s) located at www.gsa.gov/
ftroulletin and local tax tables derived
under procedures prescribed in 41 CFR part
302-17:

Federal for Year 1

Federal for Year 2

State (specify which):

Local (specify which):

The above information is true and accurate
to the best of my knowledge. I (we) agree to
notify the appropriate agency official of any
changes to the above (i.e., from amended tax
returns, tax audit, etc.) so that appropriate
adjustments to the RIT allowance can be
made. The required supporting documents
are attached. Additional documentation will
be furnished if requested.

I (we) further agree that if the 12-month
service agreement required by 41 CFR 302-
2.13 is violated, the total amount of the RIT
allowance will become a debt due the United
States Government and will be repaid ac-
cording to agency procedures.

Employee’s signature

Date

§302-17.10

Spouse’s signature (if filing jointly)?!

Date

1If a joint filing status is claimed and
spouse’s income is included, the spouse must
sign the statement. If the spouse does not
sign the document, earned income will in-
clude only the employee’s earned income as
provided in 41 CFR 302-17.8(d). This condition
will not apply if an employee is allowed,
under IRS rules, to file a joint return as a
surviving spouse.

(b) Supporting documentation/
verification. The claim for the RIT al-
lowance shall be supported by docu-
mentation attached to the voucher and
by verification of State and local tax
obligations as provided below:

(1) Copies of the appropriate IRS
Forms W-2 and, if applicable, the com-
pleted IRS Schedule SE (Form 1040)
shall be attached to the voucher to
substantiate the income amounts
shown in the certified statement. Em-
ployee (and spouse, if filing jointly)
must agree to provide additional docu-
mentation to verify income amounts,
filing status, and State and local in-
come tax obligations if requested by
the agency.

(2) In order to determine or verify
whether a particular State or local tax
authority imposes a tax on moving ex-
pense reimbursements, it is incumbent
upon the appropriate agency officials
to become familiar with the State and
local tax laws that affect their trans-
ferring employees. In cases where the
taxability of moving expense reim-
bursements is not clear, an agency may
pay a RIT allowance which reflects
only those State and local tax obliga-
tions that are clearly imposed under
State and local tax law. Once the ques-
tionable State or local tax obligations
are resolved, agencies may recompute
the RIT allowance and make appro-
priate payment adjustments.

(¢c) Fraudulent claims. A claim against
the United States is forfeited if the
claimant defrauds or attempts to de-
fraud the Government in connection
therewith (28 U.S.C. 2514). In addition,
there are two criminal provisions
under which severe penalties may be
imposed on an employee who Kknow-
ingly presents a false, fictitious, or
fraudulent claim against the United
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§302-17.11

States (18 U.S.C. 287 and 1001). The em-
ployee’s claim for payment of the RIT
allowance shall accurately reflect the
facts involved in every instance so that
any violation of these provisions will
be avoided.

[FTR Amdt. 98, 66 FR 58196, Nov. 20, 2001, as
amendd by FTR Amdt. 2008-04, 73 FR 35953,
June 25, 2008]

§302-17.11 Violation of service agree-
ment.

In the event the employee violates
the terms of the service agreement re-
quired under §302-2.13, no part of the
RIT allowance or the WTA will be paid,
and any amounts paid prior to such
violation shall be a debt due the United
States until they are repaid by the em-
ployee.

§302-17.12 Advance of funds.

No advance of funds is authorized in
connection with the allowance pro-
vided in this part.

§302-17.13 Source references.

The following references or publica-
tions have been used as source material
for this part.

41 CFR Ch. 302 (7-1-12 Edition)

(a) Internal Revenue Code (IRC), sec-
tion 164(a)(3) (26 U.S.C. 164(a)(3)) per-
taining to the deductibility of State
and local income taxes, and section 217
(26 U.S.C. 217), pertaining to moving
expenses.

(b) Internal Revenue Service Publica-
tion 521, ‘“Moving Expenses.”’

(c) Internal Revenue Service,
cular E, “Employer’s Tax Guide.”

(d) Department of the Treasury Fi-
nancial Manual, TFM 3-5000.

(e) 31 CFR 215.2 (6 U.S.C. 5516, 5517,
and 5520).

Cir-

§302-17.14 Where can I find the tax ta-
bles used for calculating the reloca-
tion income tax (RIT) allowances?

The annual tax tables for Federal,
State, and Puerto Rico needed for cal-
culating RIT allowance are published
annually as an FTR Bulletin. These
Bulletins are located at www.gsa.gov/
ftrbulletin. A notice announcing each
new Bulletin will be published in the
FEDERAL REGISTER.

[FTR Amdt. 2008-04, 73 FR 35953, June 25,
2008]
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