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Relocation Allowances §302-17.44
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§302-17.43 What local marginal tax
rate(s) does my agency use?

(a) If you incur local tax liability,
you provide the applicable marginal
tax rate(s) on your ‘‘Statement of In-
come and Tax Filing Status’. Your
agency validates the applicable local
marginal tax rate(s) and uses it (them)
in the CMTR formula.

(b) If you incur local income tax li-
ability in more than one locality, then
your agency should follow the rules de-
scribed for state income taxes in §302—
17.42 to calculate the local marginal
tax rate that will be used in the CMTR
formula and to compute your RITA,
and you should follow the rules in §302—
17.42 to determine your actions.

(c) If a locality in which you incur in-
come tax liability publishes its tax
rates in terms of a percentage of your
Federal or state taxes, then your agen-
cy must convert that tax rate to a per-
centage of your income to use it in
computing your CMTR. This is accom-
plished by multiplying the applicable
Federal or state tax rate by the appli-
cable local tax rate. For example, if
the state marginal tax rate is 6 percent
and the local tax rate is 50 percent of
state income tax liability, the local
marginal tax rate stated as a percent-
age of taxable income would be 3 per-
cent.

§302-17.44 What if I incur income tax
liability to the Commonwealth of
Puerto Rico?

A Federal employee who is relocated
to or from a point, or between points,
in the Commonwealth of Puerto Rico
may be subject to income tax by both
the Federal Government and the gov-
ernment of Puerto Rico. However,
under current Puerto Rico law, an em-
ployee receives a credit on his/her
Puerto Rico income tax for the amount
of taxes paid to the Federal Govern-
ment. Therefore:

(a) If the applicable Puerto Rico mar-
ginal tax rate, as shown in the tables
provided by the Commonwealth of
Puerto Rico, is equal to or lower than
the applicable Federal marginal tax
rate, then your agency uses the Fed-
eral marginal tax rates and the for-
mula in §302-17.40(c) in calculating
your CMTR.

(b) If the applicable Puerto Rico mar-
ginal tax rate, as shown in the tables
provided by the Commonwealth of
Puerto Rico, is higher than the applica-
ble Federal marginal tax rate, and if
all of the states involved either have
no income tax or allow an adjustment
or credit for income taxes paid to the
other state(s) and Puerto Rico, then
your agency uses the rate for Puerto
Rico in place of the Federal marginal
tax rate in the formula in §302-17.40(c).
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