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SUBCHAPTER F—MISCELLANEOUS ALLOWANCES

PART 302-16—ALLOWANCE FOR
MISCELLANEOUS EXPENSES

Subpart A—General

Sec.

302-16.1 What is the purpose of the miscella-
neous expenses allowance (MEA)?

302-16.2 What are miscellaneous expenses?

302-16.3 Who is and is not eligible for a
MEA?

302-16.4 Must my agency authorize payment
of a MEA?

Subpart B—Employee’s Allowance for
Miscellaneous Expenses

302-16.100 How will I receive the MEA?

302-16.101 May I receive an advance of funds
for MEA?

302-16.102 What amount may my agency re-
imburse me for miscellaneous expenses?

302-16.103 May I claim an amount in excess
of that prescribed in §302-16.102?

302-16.104 Must I document my miscella-
neous expenses to receive reimburse-
ment?

302-16.106 What standard of care must I use
in incurring miscellaneous expenses?

Subpart C—Agency Responsibilities

302-16.200 What governing policies must we
establish for MEA?

302-16.201 How should we administer the au-
thorization and payment of miscella-
neous expenses?

302-16.202 Are there any restrictions to the
types of costs we may cover?

302-16.203 What are examples of types of
costs not covered by the MEA?

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

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

Subpart A—General

NOTE TO SUBPART A: Use of pronouns ‘I,
“‘you’, and their variants throughout this
subpart refers to the employee, unless other-
wise noted.

§302-16.1 What is the purpose of the
miscellaneous expenses allowance
(MEA)?

The miscellaneous expenses allow-
ance (MEA) is intended to help defray
some of the costs incurred due to relo-
cating. (See part 302-10 of this chapter
for specific costs normally associated
with relocation of a mobile home
dwelling that are covered under trans-
portation expenses.)

[FTR Amdt. 2011-01, 76 FR 18345, Apr. 1, 2011]

§302-16.2 What are miscellaneous ex-
penses?

Miscellaneous expenses are:

(a) Costs associated with relocating
that are not covered by other reloca-
tion benefits detailed in chapter 302,
but are covered by the MEA.

(b) Expenses allowable under this sec-
tion include but are not limited to the
following, and similar, items:

General expenses

Fees/deposits

Losses

ApplianCes ........ccccccviiiiiiiiiies Fees for disconnecting/connecting utilities, appli-
ances, equipment, or conversion of appliances for
operation on available utilities.

Rugs, draperies, and curtains ......... Fees for cutting and fitting such items when they are
moved from one residence quarters to another.
Utilities (For mobile homes, see | Deposits or fees not offset by eventual refunds.

§302-10.204).
Medical, dental, and food locker | ..............

............... Losses that cannot be recovered

contracts.

Private Institutional care contracts | ..............

by transfer or refund and are in-
curred due to early termination
of a contract.

............... Losses that cannot be recovered

(such as that provided for handi-
capped or invalid dependents
only).

Privately-owned vehicles ................ Registration, driver’s license, and use taxes imposed
when bringing vehicles into certain jurisdictions.

by transfer or refund and are in-
curred due to early termination
of a contract
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General expenses

Fees/deposits

Losses

Transportation of pets .................

Rental Car ..o

The only costs included are those normally associ-
ated with the transportation and handling of dogs,
cats, and other house pets, as well as costs due
to stringent air carrier rules. Other animals
(horses, fish, birds, reptiles, various rodents, etc.)
are excluded because of their size, exotic nature,
restrictions on shipping, host country restrictions,
and special handling difficulties. Inoculations, ex-
aminations, and boarding quarantine costs are ex-
cluded.

Rental car fees while awaiting a delayed POV ship-
ment to/from OCONUS. Reimbursement shall not
exceed 10 days and does not include the days
after the POV is delivered or a new POV is pur-

chased at location.

[FTR Amdt. 2011-01, 76 FR 18345, Apr. 1, 2011, as amended by 87 FR 24065, Apr. 22, 2022]

§302-16.3 Who is and is not eligible for

a MEA?

See the following table for eligibility

of MEA:

Employees eligible for MEA

Employees not eligible for
MEA

(a) Your agency authorized/
approved a relocation or a
TCS; and.

(b) You discontinued and es-
tablished a residence in
connection with your relo-
cation or TCS; and.

(c) You meet the applicable
eligibility conditions in part

302-1 of this chapter; and.

(d) You signed the required
service agreement in part
302-1 of this chapter.

(a) A new appointee.

(b) Authorized SES “last
move home” benefits,

(c) Assigned under the Gov-
ernment Employees Train-
ing Act (5 U.S.C. 4109), or

(d) Returning from an over-
seas assignment for sepa-
ration from Government
service.

§302-16.4 Must my agency authorize
payment of a MEA?

Yes, if you meet the applicable eligi-

bility conditions

in §302-16.3,

your

agency must authorize payment of a

MEA.

Subpart B—Employee’s Allowance
for Miscellaneous Expenses

§302-16.100 How will I receive the

MEA?

You will be reimbursed your MEA in
accordance with your agency’s internal

travel policy.

§302-16.101 May I receive an advance
of funds for MEA?

No, your agency must not authorize
an advance of funds for MEA.

§302-16.102 What amount may my
agency reimburse me for miscella-
neous expenses?

The following amounts will be paid
for miscellaneous expenses without
support or documentation of expenses:

(a) Either $650 or the equivalent of
one week’s basic gross pay, whichever
is the lesser amount, if you have no im-
mediate family relocating with you; or

(b) $1,300 or the equivalent of two
weeks’ basic gross pay, whichever is
the lesser amount, if you have imme-
diate family members relocating with
you.

[FTR Amdt. 98, 66 FR 58196, Nov. 20, 2001, as
amended by FTR Amdt. 2011-02, 76 FR 35111,
June 16, 2011]

§302-16.103 May I claim an amount in
excess of that prescribed in §302-
16.102?

Yes, you may claim an amount in ex-
cess of that prescribed in §302-16.12 if
authorized by your agency; and

(a) Supported by acceptable state-
ments of fact, paid bills or other ac-
ceptable evidence justifying the
amounts claimed; and

(b) The aggregate amount does not
exceed your basic gross pay (at the
time you reported for duty, at your
new official station) for:

(1) One week if you are relocating
without an immediate family; or

(2) Two weeks if you are relocating
with an immediate family.

NOTE TO §302-16.103: The amount author-
ized cannot exceed the maximum rate of
grade GS-13 provided in 5 U.S.C. 5332 at the
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time you reported for duty at your new offi-
cial station.

§302-16.104 Must I document my mis-
cellaneous expenses to receive re-
imbursement?

You must show documentation of
your miscellaneous expenses only when
an amount exceeds that prescribed in
§302-16.102.

[FTR Amdt. 98, 66 FR 58196, Nov. 20, 2001, as
amended by FTR Amdt. 2011-02, 76 FR 35111,
June 16, 2011]

§302-16.105 What standard of care
must I use in incurring miscella-
neous expenses?

You must exercise the same care in
incurring expenses that a prudent per-
son would exercise if relocating at per-
sonal expense.

Subpart C—Agency
Responsibilities

NOTE TO SUBPART C: Use of pronouns ‘“‘we”’,
“‘you’, and their variants throughout this
subpart refers to the agency.

§302-16.200 What governing policies
must we establish for MEA?

For MEAs, you must establish poli-
cies and procedures governing:

(a) Who will determine whether pay-
ment for an amount in excess of the
flat MEA is appropriate; and

(b) How you will pay a MEA in ac-
cordance with §§302-16.3 and 302-16.4.

§302-16.201 How should we admin-
ister the authorization and pay-
ment of miscellaneous expenses?

You should limit payment of mis-
cellaneous expenses to only those ex-
penses that are necessary.

§302-16.202 Are there any restrictions
to the types of costs we may cover?

Yes, a MEA cannot be used to reim-
burse:

(a) Costs or expenses incurred which
exceed maximums provided by statute
or in this subtitle;

(b) Costs or expenses incurred but
which are disallowed elsewhere in this
subtitle;

(c) Costs reimbursed under other pro-
visions of law or regulations;

§302-16.203

(d) Costs or expenses incurred for rea-
sons of personal taste or preference and
not required because of the move;

(e) Losses covered by insurance;

(f) Fines or other penalties imposed
upon the employee or members of his/
her immediate family;

(g) dJudgements, court costs, and
similar expenses growing out of civil
actions; or

(h) Any other expenses brought about
by circumstances, factors, or actions in
which the move to a new duty station
was not the proximate cause.

§302-16.203 What are examples of
types of costs not covered by the
MEA?

Examples of costs which are not re-
imbursable from this allowance are:

(a) Losses in selling or buying real
and personal property and cost related
to such transactions;

(b) Cost of additional insurance on
household goods while in transit to the
new official station or cost of loss or
damage to such property;

(c) Additional costs of moving house-
hold goods caused by exceeding the
maximum weight limitation;

(d) Costs of newly acquired items,
such as the purchase or installation
cost of new rugs or draperies;

(e) Higher income, real estate, sales,
or other taxes as the result of estab-
lishing residence in the new locality;

(f) Fines imposed for traffic infrac-
tions while en route to the new official
station locality;

(g) Accident insurance premiums or
liability costs incurred in connection
with travel to the new official station
locality, or any other liability imposed
upon the employee for uninsured dam-
ages caused by accidents for which he/
she or a member of his/her immediate
family is held responsible;

(h) Losses as the result of sale or dis-
posal of items of personal property not
considered convenient or practicable to
move;

(i) Damage or loss of clothing, lug-
gage, or other personal effects while
traveling to the new official station lo-
cality;

(j) Subsistence, transportation, or
mileage expenses in excess of the
amounts reimbursed as per diem or
other allowances under this regulation;
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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—TAXES ON
RELOCATION EXPENSES

Sec.
302-17.0 General.

Subpart A—General

302-17.1 What special terms apply to this
part?

302-17.2 Why does relocation affect personal
income taxes?

302-17.3 What is the Government’s objective
in reimbursing the additional income
taxes incurred as a result of a relocation?

302-17.4 Why is the reimbursement for sub-
stantially all, and not exactly all, of the
additional income taxes incurred as a re-
sult of a relocation?

302-17.5 Who is eligible for the WTA and the
RITA?

302-17.6 Is there any circumstance under
which the WTA and the RITA are not
paid even though I would otherwise be el-
igible?

302-17.7 What limitations and Federal in-
come tax treatments apply to various re-
location reimbursements?

302-17.8 Who is responsible for knowing
which relocation expenses are taxable
and which expenses are nontaxable?

302-17.9 Which expenses should I report on
my state tax returns if I am required to
file returns in two different states?

302-17.10 When is an expense considered
completed in a specific tax year?

302-17.11 Where can I find additional infor-
mation and guidance on WTA and RITA?

302-17.12 How are taxes on extended TDY
benefits and taxes on relocation allow-
ances related?

Subpart B—The Withholding Tax Allowance
(WTA)

302-17.20 What is the purpose of the WTA?
302-17.21 What relocation expenses does the
WTA cover?

41 CFR Ch. 302 (7-1-23 Edition)

302-17.22 What relocation expenses does the
WTA not cover?

302-17.23 What are the procedures for my
WTA?

302-17.24 How does my agency compute my
WTA?

Subpart C—The Relocation Income Tax
Allowance (RITA)

302-17.30 What is the purpose of the RITA?

302-17.31 What are the procedures for cal-
culation and payment of my RITA?

302-17.32 Who chooses the one-year or two-
year process?

302-17.33 May I ask my agency to recal-
culate my RITA?

Subpart D—The Combined Marginal Tax
Rate (CMTR)

302-17.40 How does my agency calculate my
CMTR?

302-17.41 Is there any difference in the pro-
cedures for calculating the CMTR, de-
pending on whether my agency chooses
the one-year or two-year RITA process?

302-17.42 Which state marginal tax rate(s)
does my agency use to calculate the
CMTR if I incur tax liability in more
than one state, and how does this affect
my RITA and my state tax return(s)?

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

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

302-17.45 What if I incur income tax liabil-
ity to the Commonwealth of the North-
ern Mariana Islands or any other terri-
tory or possession of the United States?

Subpart E—Special Procedure If a State
Treats an Expense as Taxable Even
Though It Is Nontaxable Under the
Federal IRC

302-17.46 What does my agency do if a state
treats an expense as taxable even though
it is nontaxable under the Federal IRC?

Subpart F—The One-Year RITA Process

302-17.50 What information should I provide
to my agency to make the RITA calcula-
tion possible under the one-year process?

302-17.51 When should I file my ‘‘Statement
of Income and Tax Filing Status’ under
the one-year process?

302-17.52 When should I file an amended
‘“‘Statement of Income and Tax Filing
Status’ under the one-year process?

302-17.53 What happens if I do not file and
amend the ‘‘Statement of Income and
Tax Filing Status’ in a timely manner?

302-17.54 How does my agency calculate my
RITA under the one-year process?
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302-17.55 What does my agency do once it
has calculated my RITA under the one-
year process?

302-17.56 What do I do, under the one-year
process, once my agency has provided my
W-2(s)?

Subpart G—The Two-Year RITA Process

302-17.60 How are the terms ‘“Year 1’ and
‘“Year 2 used in the two-year RITA
process?

302-17.61 Is the WTA optional under the
two-year process?

302-17.62 What information do I put on my
tax returns for Year 1 under the two-year
process?

302-17.63 What information should I provide
to my agency to make the RITA calcula-
tion possible under the two-year process?

302-17.64 When should I file my ‘‘Statement
of Income and Tax Filing Status’ under
the two-year process?

302-17.65 What happens if I do not file the
“Statement of Income and Tax Filing
Status’ in a timely manner?

302-17.66 How do I claim my RITA under the
two-year process?

302-17.67 How does my agency calculate my
RITA under the two-year process?

302-17.68 What does my agency do once it
has calculated my RITA under the two-
year process?

302-17.69 How do I pay taxes on my RITA
under the two-year process?

Subpart H—Agency Responsibilities

302-17.100 May we use a relocation company
to comply with the requirements of this
part?

302-17.101 What are our responsibilities with
regard to taxes on relocation expenses?

302-17.102 What happens if an employee fails
to file and/or amend a ‘‘Statement of In-
come and Tax Filing Status’ prior to the
required date?

302-17.103 What are the advantages of choos-
ing a 1-year or a 2-year RITA process?

AUTHORITY: 5 U.S.C. 5724b; 5 U.S.C. 5738;
E.O. 11609, as amended, 3 CFR, 1971-1975
Comp., p. 586.

SOURCE: FTR Amdt. 2014-01, 79 FR 49645,
Aug. 21, 2014, unless otherwise noted.

§302-17.0 General.

Use of the pronouns ‘“I,” ‘“‘you,” and
their variants throughout this part
refer to the employee, unless otherwise
noted.

”

§302-17.1

Subpart A—General

§302-17.1 What special terms apply to
this part?

The following definitions apply to
this part:

Allowance means:

(1) Money paid to the employee to
cover future expenses, such as the mis-
cellaneous expense allowance (see part
302-16 of this chapter for information
about the miscellaneous expense allow-
ance);

(2) Money paid to the employee to
cover past expenses, such as the reloca-
tion income tax allowance (RITA)
under the two-year tax process de-
scribed in part 302-17, subpart G; or

(3) A limit established by statute or
regulation, such as the 18,000 pound net
weight allowance for household goods
shipments (see part 302-7 of this chap-
ter for information about the 18,000
pound net weight allowance).

City means any unit of general local
government as defined in 31 CFR
215.2(b).

Combined marginal tar rate (CMTR)
means a single rate determined by
combining the applicable marginal tax
rates for Federal, state, and local in-
come taxes, using the formula provided
in §302-17.40. (If you incur liability for
income tax in the Commonwealth of
Puerto Rico, see §302-17.44.)

County means any unit of local gen-
eral government as defined in 31 CFR
215.2(e).

Gross-up used as a noun in this part
means:

(1) The process that your agency uses
to estimate the additional income tax
liability that you incur as a result of
relocation benefits and taxes on those
benefits; or

(2) The result of the gross-up process.

NOTE: The gross-up allows for the fact that
every reimbursement of taxes is itself tax-
able. Therefore, the gross-up calculates the
amount an agency must reimburse an em-
ployee to cover substantially all of the in-
come taxes incurred as the result of a reloca-
tion.

Internal Revenue Code (IRC) means
Title 26 of the United States Code,
which governs Federal income taxes.

Local income tax means a tax imposed
by a recognized city or county tax au-
thority that is deductible for Federal
income tax purposes as a local income
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§302-17.2

tax under the IRC, at 26 U.S.C. 164(a)(3).
(See the definitions for the terms city
and county in this section.)

Marginal tax rate (MTR) means the
tax rate that applies to the last incre-
ment of taxable income after taxable
relocation benefits have been added to
the employee’s income. Examples of
how to determine the marginal tax
rate using the IRS Tax Rate Schedules
are published in an FTR bulletin at
hitps://gsa.gov/ftrbulletins.

Reimbursement means money paid to
you to cover expenses that you have al-
ready paid for out of your own funds.

Relocation benefits means all reim-
bursements and allowances that you
receive, plus all direct payments that
your agency makes on your behalf, in
connection with your relocation.

Relocation  income tax  allowance
(RITA) means the payment to individ-
uals to cover the difference between
the withholding tax allowance (WTA),
if any, and the actual income tax li-
ability incurred by the individual, and
such individual’s spouse (if filing joint-
ly), as a result of their taxable reloca-
tion benefits authorized pursuant to
this chapter. RITA is paid whenever
the actual income tax liability exceeds
the WTA and applies to any travel,
transportation, and relocation ex-
penses reimbursed or furnished in kind
pursuant to chapter 57, subchapter II of
title 5 U.S.C. and 5 U.S.C. chapter 41.

State means any one of the several
states of the United States, the Dis-
trict of Columbia, the Commonwealth
of Puerto Rico, the Commonwealth of
the Northern Mariana Islands, or any
other territory or possession of the
United States.

State income taxr means a tax imposed
by a state tax authority that is deduct-
ible for Federal income tax purposes
under the IRC, specifically 26 U.S.C.
164(a)(3).

Withholding tax allowance (WTA)
means the amount paid to the Federal
IRS by the agency as withholding of in-
come taxes for any taxable relocation
allowance, reimbursement, or direct
payment to a vendor.

[FTR Amdt. 201401, 79 FR 49645, Aug. 21,
2014, as amended by FTR Amdt. 2020-02, 84
FR 64781, Nov. 25, 2019; 86 FR 73684, Dec. 28,
2021]

41 CFR Ch. 302 (7-1-23 Edition)

§302-17.2 Why does relocation affect
personal income taxes?

When you are relocated from one per-
manent duty station to another, you
are reimbursed by your employing
agency for certain expenses. The IRC
requires that you report many of these
relocation Dbenefits, including some
that your agency pays on your behalf,
as taxable income. When you receive
taxable benefits, you must pay income
tax on the amount or value of those
benefits. However, 5 U.S.C. 5724b also
requires that your agency reimburse
you for substantially all of the addi-
tional Federal, state, and local income
taxes you incur as a result of any tax-
able relocation benefits. A reimburse-
ment for taxes is also a taxable benefit
on which you must pay additional
taxes.

§302-17.3 What is the Government’s
objective in reimbursing the addi-
tional income taxes incurred as a
result of a relocation?

The Government’s objective is to re-
imburse employees or individuals eligi-
ble for relocation expense allowances
under §302-1.1 of this chapter for sub-
stantially all (not exactly all—see
§302-17.4) of the additional Federal,
state, and local income taxes incurred
as a result of a relocation, including
the taxes on the taxable relocation
benefits and the taxes on the reim-
bursement for taxes.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21, 2014,
as amended at 86 FR 73684, Dec. 28, 2021]

§302-17.4 Why is the reimbursement
for substantially all, and not exactly
all, of the additional income taxes
incurred as a result of a relocation?

Because of the complexity of the cal-
culations, which involve not only Fed-
eral income tax but also the income
tax rates of many states and localities,
it is not reasonable for the Government
to compute the exact impact of reloca-
tion on an affected employee’s taxes.
Making a good faith effort to reim-
burse substantially all additional in-
come taxes is sufficient. The statute
where this appears, at 5 U.S.C. 5724b
does not define substantially all. This
Part provides the description through
its provisions.
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§302-17.5 Who is eligible for the WTA
and the RITA?

The withholding tax allowance
(WTA) and the relocation income tax
allowance (RITA) are the two allow-
ances through which the Government
reimburses you for substantially all of
the income taxes that you incur as a
result of your relocation. You are eligi-
ble for the WTA and the RITA if you
are relocating in the interest of the
Government, and your agency’s reim-
bursements to you for relocation ex-
penses result in you being liable for ad-
ditional income taxes. Eligibility for
WTA and RITA includes, among others,
transferred employees, appointments
(new or political), assignments under
the Government Employees Training
Act, and those returning from an over-
seas assignment for the purpose of sep-
aration from Government service.

NOTE TO §302-17.5: If your agency offers you
the choice, the WTA is optional to you. See
302-17.61 through 302-17.69.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21,
2014, as amended by FTR Amdt. 2020-02, 84
FR 64782, Nov. 25, 2019; 86 FR 73684, Dec. 28,
2021]

§302-17.6 Is there any circumstance
under which the WTA and the RITA
are not paid even though I would
otherwise be eligible?

If you violate the 12-month service
agreement under which you are relo-
cated, your agency will not pay the
WTA or the RITA to you, and you must
repay any relocation benefits paid
prior to the violation.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21, 2014.
Redesignated at 86 FR 73684, Dec. 28, 2021]

§302-17.7 What limitations and Fed-
eral income tax treatments apply to
various relocation reimbursements?

(a) Some relocation expenses reim-
bursed to you or paid directly by the
Government on or after January 1,
2018, and on or before December 31,
2025, must be reported as income and
you cannot claim them as deductible
expenses on your Federal tax return.

(b) A table summarizing the FTR al-
lowances, limitations, and tax treat-
ment of each reimbursement, allow-
ance, or direct payment to a service
provider or vendor is published at
hitps://gsa.gov/ftrbulletins. The table also

§302-17.9

cites relevant FTR paragraphs for de-
tails. GSA will revise the table to re-
flect any changes as quickly as pos-
sible; however, users of this part may
wish to consult with a tax advisor to
determine what limitations and Fed-
eral income tax treatments apply to
your relocation reimbursement(s).

[FTR Amdt. 202002, 84 FR 64782, Nov. 25,
2019. Redesignated at 86 FR 73684, Dec. 28,
2021]

§302-17.8 Who is responsible for
knowing which relocation expenses
are taxable and which expenses are
nontaxable?

Both you and your agency must
know which reimbursements and direct
payments to vendors are taxable and
which are nontaxable in your specific
circumstances. When you submit a
voucher for reimbursement, your agen-
cy must determine whether the reim-
bursement is taxable income at the
Federal, state, and/or local level. Then,
when you file your income tax returns,
you must report the taxable allow-
ances, reimbursements, and direct pay-
ments to vendors as income. Your
agency is ultimately responsible for
calculating and reporting withholding
accurately and you are ultimately re-
sponsible for filing your taxes cor-
rectly.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21, 2014.
Redesignated at 86 FR 73684, Dec. 28, 2021]

§302-17.9 Which expenses should I re-
port on my state tax returns if I am
required to file returns in two dif-
ferent states?

In most cases, your state tax return
for the state you are leaving should re-
flect your reimbursement or allowance,
if any, for househunting expenses and
your reimbursement or direct pay-
ments to vendors for real estate ex-
penses at the home you are leaving. All
other taxable expenses should be shown
as income on the tax return you file in
the state into which you have moved.
However, you and your agency must
carefully study the rules in both states
and include everything that each state
considers to be income on each of your
state tax returns.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21, 2014.
Redesignated at 86 FR 73684, Dec. 28, 2021]
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§302-17.10 When is an expense consid-
ered completed in a specific tax
year?

A reimbursement, allowance, or di-
rect payment to a vendor is considered
completed in a specific tax year only if
the money was actually disbursed to
the employee or vendor during the tax
year in question.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21, 2014.
Redesignated at 86 FR 73684, Dec. 28, 2021]

§302-17.11 Where can I find additional
information and guidance on WTA
and RITA?

GSA has published additional infor-
mation on WTA and RITA, including
the illustrations and examples of var-
ious RITA computations, in FTR Bul-
letins which are updated as necessary.
GSA FTR Bulletins may be found at
hitps://gsa.gov/ftrbulletins.

[FTR Amdt. 202002, 84 FR 64782, Nov. 25,
2019. Redesignated at 86 FR 73684, Dec. 28,
2021]

§302-17.12 How are taxes on extended
TDY benefits and taxes on reloca-
tion allowances related?

(a) Taxes on extended TDY benefits
are computed using exactly the same
processes described in this Part for the
WTA and RITA except that:

(1) The tax process for extended TDY
benefits uses the term ‘‘withholding
tax allowance’” (WTA) in exactly the
same fashion as the process for taxes
on relocation allowances; however, in
place of the term ‘‘relocation income
tax allowance,” the tax process for ex-
tended TDY benefits uses the term
“extended TDY tax reimbursement al-
lowance” (ETTRA); and

(2) All benefits are taxable under ex-
tended TDY, so the sections of this
Part that discuss which benefits are
taxable and which are not have no rel-
evance to ETTRA.

(b) See part 301-11, subpart F of this
title for additional information about
taxes on extended TDY benefits.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21, 2014.
Redesignated at 86 FR 73684, Dec. 28, 2021]

41 CFR Ch. 302 (7-1-23 Edition)

Subpart B—The Withholding Tax
Allowance (WTA)

§302-17.20 What is the purpose of the
WTA?

The purpose of the WTA is to protect
you from having to use part of your re-
location expense reimbursements to
pay Federal income tax withholding; it
does not cover state taxes, local taxes,
Medicare taxes, or Social Security
taxes (see §302-17.22(c) and (d)).

NOTE TO §302-17.20: If your agency offers
you the choice, the WTA is optional to you.
See §§302-17.61 through 302-17.69.

§302-17.21 What relocation expenses
does the WTA cover?

The WTA covers certain allowances,
reimbursements, and/or direct pay-
ments to vendors, to the extent that
each of them is taxable income. In par-
ticular, the WTA covers:

(a) En route lodging, meals and inci-
dental expenses—Reimbursements for
lodging, meals and incidental expenses
while en route to the new official sta-
tion for you and your immediate fam-
ily member(s). (See part 302-4 of this
chapter).

(b) Transportation—Transportation
expenses, to include commercial air or
privately owned vehicle, for you and
your immediate family member(s)
transferred between official stations.
(See part 3024 of this chapter).

(¢c) Househunting trip—Travel (in-
cluding per diem and transportation)
expenses for you and/or your spouse for
a round trip to the new official station
to seek permanent residence quarters.
Househunting is covered regardless of
whether reimbursed under the per diem
allowance or lump sum method. (See
part 302-5 of this chapter).

(d) Temporary quarters—Subsistence
expenses for you and your immediate
family during occupancy of temporary
quarters at the old or new official sta-
tion. Temporary quarters are covered
regardless of whether reimbursed under
the actual expense or lump sum meth-
od. (See part 302-6 of this chapter).

(e) Transportation and temporary
storage of personal property—Trans-
portation and temporary storage of
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household goods (HHG) and at Govern-
ment expense for employees who trans-
ferred between official stations. (See
part 302-7 of this chapter).

(f) Extended storage—Extended stor-
age of household goods for a temporary
change of station in CONUS or assign-
ment to an isolated duty station in
CONUS. (See part 302-8 of this chap-
ter).

(g) Transportation of privately owned
vehicle—Transportation of a privately
owned vehicle at Government expense
for employees who transferred between
official stations in CONUS. (See part
302-9 of this chapter).

(h) Transportation of mobile homes
and boats used as a primary resi-
dence—Expenses for transportation of
a mobile home or boat in lieu of trans-
portation of household goods to the
new official station. (See part 302-10 of
this chapter).

(1) Real estate—Expenses for the sale
of the residence at your old official sta-
tion and/or purchase of a home at your
new official station, when reimburse-
ment is made directly to you. This can
also include expenses for settling an
unexpired lease (‘‘breaking’ a lease) at
your old official station. (See part 302-
11 of this chapter. If you or a member
of your immediate family do not hold
full title to the home you are selling or
buying, see §302-11.103 of this chapter).

(j) Relocation services company—Ex-
penses paid by a relocation services
company to the extent such payments
constitute taxable income to the em-
ployee. The extent to which such pay-
ments constitute taxable income varies
according to the individual cir-
cumstances of your relocation, and by
the state and locality in which you re-
side. (See appropriate state and local
tax authorities for additional informa-
tion). (See also part 302-12 of this chap-
ter).

(k) Property Management Services—
Payment for the services of a property
manager for renting rather than selling
a residence at your old official station.
(See part 302-15 of this chapter).

(1) Miscellaneous expense allowance—
Miscellaneous expenses for defraying
certain relocation expenses not covered

§302-17.22

by other relocation benefits. (See part
302-16 of this chapter).

[FTR Amdt. 2020-02, 84 FR 64782, Nov. 25,
2019]

§302-17.22 What relocation expenses
does the WTA not cover?

The WTA does not cover the fol-
lowing relocation expenses:

(a) Any reimbursement, allowance, or
direct payment to a vendor that should
not be reported as taxable income when
you file your Federal tax return; this
includes but is not limited to expenses
for transportation of POVs for
OCONUS assignments.

(b) Reimbursed expenses for extended
storage of household goods during an
OCONUS assignment, if reimbursement
is permitted under your agency’s pol-
icy.

(c) State and local withholding tax
obligations. To the extent that your
state or local tax authority requires
periodic (such as quarterly) tax pay-
ments, you are responsible to pay these
from your own funds. Your agency re-
imburses you for substantially all of
these payments through the RITA
process, but your agency does not pro-
vide a WTA for them. If required to by
state or local law, your agency may
withhold these from your reimburse-
ment.

(d) Additional taxes due under the
Federal Insurance Contributions Act
including Social Security tax, if appli-
cable, and Medicare tax. Current law
does not allow Federal agencies to re-
imburse transferees for these employ-
ment taxes on relocation benefits.
However, your agency will deduct for
these taxes from your reimbursements
for taxable items.

(e) Home marketing incentive pay-
ment. In accordance with FTR part
302-14, your agency may not provide
you either a WTA or RITA for this in-
centive.

(f) Any recruitment, relocation, or
retention incentive payment that you
receive. Any withholding of taxes for
such payments is outside the scope of
this regulation. Rather, it is covered
by regulations issued by the Office of
Personnel Management, Treasury’s Fi-
nancial Management Service, and the
IRS.
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(g) Any allowances, reimbursements,
and/or direct payments to vendors not
related to your relocation; for example,
a reimbursement for office supplies
would not be covered by the WTA, even
if it occurred during your relocation.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21,
2014, as amended by FTR Amdt. 2020-02, 84
FR 64782, Nov. 25, 2019]

§302-17.23 What are the procedures
for my WTA?

(a) Your agency prepares a relocation
travel authorization, which includes an
estimate of the WTA and RITA, to obli-
gate funds for your relocation.

(b) Your agency pays certain allow-
ances to you. Your agency also pays
vendors directly for other relocation
expenses.

(¢) Your agency instructs you as to
whether to submit one voucher after
you have completed your relocation or
to submit vouchers at various points as
your relocation progresses plus another
when your relocation is completed.

(d) You submit your voucher(s) for
reimbursement of certain relocation
expenses.

(e) Your agency determines the ex-
tent to which each allowance, each
item on your voucher(s), and each di-
rect payment to a vendor is nontaxable
or is taxable income to you under the
IRC.

(f) For the taxable items, your agen-
cy calculates your WTA and any reim-
bursement(s) due to you in accordance
with §302-17.24. Your agency sets aside
the amount of your WTA and pays the
IRS as a withholding tax in accordance
with IRS requirements.

§302-17.24 How does my agency com-
pute my WTA?

Each time your agency pays a cov-
ered, taxable relocation expense, re-
gardless of whether it is a reimburse-
ment, allowance, or direct payment to
a vendor, it is considered ‘‘supple-
mental wages” as defined in 26 CFR
31.3402(g)-1(a) (see also IRS Publication
15, Employer’s Tax Guide). You owe
taxes on the WTA itself because, like
most other relocation allowances, it is
taxable income. To reimburse you for
the taxes on the WTA itself, your agen-
cy computes the WTA by using the
grossed-up withholding formula below

41 CFR Ch. 302 (7-1-23 Edition)

and the appropriate supplemental wage
rate, as specified in IRS Publication 15.
This rate, along with examples of how
to calculate the WTA, is published in
an FTR bulletin available at https:/
gsa.gov/ftrbulletins. The formula for cal-
culating the WTA is:

WTA = R/(1 — R) x Expense
Where R is the withholding rate for
supplemental wages.

NOTE TO §302-17.24: Your agency must de-
duct withholding for FICA (Medicare and So-
cial Security), as the WTA does not cover
such expenses.

[FTR Amdt. 2020-02, 84 FR 64782, Nov. 25,
2019]

Subpart C—The Relocation
Income Tax Allowance (RITA)

§302-17.30 What is the purpose of the
RITA?

(a) The purpose of the RITA is to re-
imburse you for any taxes that you owe
that were not adequately reimbursed
by the WTA. As discussed in §302-17.24,
the WTA calculation is based on the in-
come tax withholding rate applicable
to supplemental wages. This may be
higher or lower than your actual tax
rate. The RITA, on the other hand, is
based on your marginal tax rate, deter-
mined by your actual taxable income
and filing status, which allows your
agency to reimburse you for substan-
tially all of your Federal income taxes.
The RITA also reimburses you for any
additional state and local taxes that
you incur as a result of your reloca-
tion, because they are not reimbursed
in the WTA process.

(b) The WTA may be optional to you.
See §302-17.61 for a discussion of cri-
teria for choosing whether or not to ac-
cept the WTA. See §§302-17.62 through
302-17.69 for procedures if you choose
not to accept the WTA.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21,
2014, as amended by FTR Amdt. 2020-02, 84
FR 64783, Nov. 25, 2019]

§302-17.31 What are the procedures
for calculation and payment of my
RITA?

The procedures for the calculation
and payment of your RITA depend on
whether your agency has chosen to use
a one-year or two-year RITA process.
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See Subpart F for the one-year process
and Subpart G for the two-year proc-
ess.

§302-17.32 Who chooses the one-year
or two-year process?

Your agency or a major component of
your agency determines whether it will
adopt a one-year or two-year RITA
process. Your agency may use the one-
year RITA process for one or more spe-
cific categories of employees and the
two-year process for one or more other
categories.

§302-17.33 May I ask my agency to re-
calculate my RITA?

(a) Yes, you may ask your agency to
recalculate your RITA provided you
filed your ‘“‘Statement of Income and
Tax Filing Status,” and amended it, if
necessary, in a timely manner. If, once
you have completed all Federal, state,
and local tax returns, you believe that
your RITA should have been signifi-
cantly different from the RITA that
your agency calculated, you may ask
your agency to recalculate your RITA.
This is true for either the one-year or
two-year process. With any request for
recalculation, you must submit a
statement explaining why you believe
your RITA was incorrect.

(b) Please note that your agency may
require that you also submit an amend-
ed ‘““‘Statement of Income and Tax Fil-
ing Status” (if, for example, you inad-
vertently did not report some of your
income in your original Statement),
your actual tax returns, or both, as at-
tachments to your request for recal-
culation.

NOTE TO §302-17.33: Please see §302-17.55, if
your agency uses a one-year RITA process,
or §302-17.68, if your agency uses a two-year
RITA process, for more information about
positive and negative RITA calculations.

Subpart D—The Combined
Marginal Tax Rate (CMTR)

§302-17.40 How does my agency cal-
culate my CMTR?

(a) The CMTR is a key element that
greatly enhances the accuracy of the
calculation of your RITA. Your agency
uses the information on your ‘‘State-
ment of Income and Tax Filing Sta-
tus,” as amended, to determine your

§302-17.40

CMTR, as follows (see subparts F and G
of this part for information about the
“Statement of Income and Tax Filing
Status’).

(b) The CMTR is, in essence, a com-
bination of your Federal, state, and
local tax rates. However, the CMTR
cannot be calculated by merely adding
the Federal, state, and local marginal
tax rates together because of the de-
ductibility of state and local income
taxes from income on your Federal in-
come tax return. The formula pre-
scribed below for calculating the
CMTR, therefore, is designed to adjust
the state and local tax rates to com-
pensate for their deductibility from in-
come for Federal tax purposes. Exam-
ples of how to calculate the CMTR are
published in an FTR bulletin available
at https:/gsa.gov/ftrbulletins.

(c) The formula for calculating the
CMTR is:

CMTR=F+1 -F)S+ (1 - F)L

Where:

F = Your Federal marginal tax rate

S = Your state marginal tax rate, if any
L = Your local marginal tax rate, if any

(d) Your agency finds the Federal
marginal tax rate by comparing your
taxable income, as shown in your
“Statement of Income and Filing Sta-
tus,” to the Federal tax tables in the
current year’s Form 1040-ES instruc-
tions (see §§302-17.50—302-17.563 and
§§302-17.63—302-17.65 for additional in-
formation on the ‘‘Statement of In-
come and Tax Filing Status”).

(e) Your agency finds the state and
local marginal tax rates that apply to
you (if any) by comparing your taxable
income to the most current state and/
or local tax tables provided by the
states and localities. Every Federal
payroll office and every provider of tax
calculation software has these tables
readily available, and the tables are
also available on the Web sites of the
various state and local taxing authori-
ties.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21,
2014, as amended by FTR Amdt. 2020-02, 84
FR 64783, Nov. 25, 2019]
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§302-17.41 Is there any difference in
the procedures for calculating the
CMTR, depending on whether my
agency chooses the one-year or two-
year RITA process?

No. The procedures for calculating
the CMTR are the same for the one-
year and two-year RITA processes.

41 CFR Ch. 302 (7-1-23 Edition)

§302-17.42 Which state marginal tax
rate(s) does my agency use to cal-
culate the CMTR if I incur tax li-
ability in more than one state, and
how does this affect my RITA and
my state tax return(s)?

If two or more states that are in-
volved in your relocation impose an in-
come tax on relocation benefits, then
your relocation benefits may be taxed
by both states. Most commonly, your
old and new duty stations are in the
two states involved. The following
table lays out the possibilities:

Your agency
¥vi|||| use the YolLerRITA will
. . ollowing as include an ap- I
If: But: the statg mar- | propriate P~ | Your action:
ginal tax rate | allowance for:
in the CMTR:

Only one involved state has The marginal | Taxes you You pay the
a state income tax. tax rate of incur in that taxes re-

the one state. quired by
state that the state

taxes in- that taxes
come. income.

Each involved state taxes a The average Taxes you You file tax
different set of your relo- of the mar- incur in all returns in
cation benefits, with no ginal tax involved each in-
overlap. rates for states. volved state

each state and pay the
involved. applicable
taxes.

Two or more involved states | All involved states allow you | The marginal | Taxes you You file tax
tax some of your same re- to adjust or take a credit tax rate of incur in all returns in
location benefits. for income taxes paid to the state involved each in-

other states. that has the states. volved
highest state, take
state in- the appro-
come tax priate cred-
rate. its and/or
adjust-
ments, and
pay the ap-
plicable
taxes.
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§302-17.44

Your agency
:‘Nillll use the _YoTerRITA will
. ollowing as include an ap- I
If But: the statg mar- | propriate P™ | Your action:
ginal tax rate | allowance for:
in the CMTR:

Two or more involved states | One or more involved states | The sum of all | Taxes you You file tax
tax some of the same re- does not allow you to ad- applicable incur in all returns in
location benefits. just or take a credit for in- state mar- involved each in-

come taxes paid to other ginal tax states. volved

states. rates. state, and
pay the ap-
plicable
taxes. This
may result
in paying
taxes in
more than
one state
on the
same relo-
cation ben-
efits.

§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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(c) 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 one
or more of the state(s) involved does
not allow an adjustment or credit for
income taxes paid to the other state(s)
and/or Puerto Rico, then your agency
uses the formula below:

CMTR=P+S+L

Where:

P = Your Puerto Rico marginal tax rate
S = Your state marginal tax rate, if any
L = Your local marginal tax rate, if any

§302-17.45 What if I incur income tax
liability to the Commonwealth of
the Northern Mariana Islands or
any other territory or possession of
the United States?

If you are relocated to, from, or with-
in the Commonwealth of the Northern
Mariana Islands or any territory or
possession of the United States that is
covered by the definition in §302-17.1,
your agency will have to determine the
tax rules of that locality and then in-
clude those taxes in your RITA cal-
culation, as applicable.

State Gross-up

F = Federal Marginal Tax Rate

S = State Marginal Tax Rate

C = CMTR

N = Dollar amount of covered relocation ex-
penses that are nontaxable under Federal
tax rules but are taxable under state tax
rules

All information, except ‘““N,” can be
found in previous calculations (if mov-
ing to, from, or within Puerto Rico,
follow the rules in 302-17.44 to deter-
mine when to substitute “P”’ for “F”’).

“N”’ is determined as follows:

1. Take the dollar amount of reim-
bursements, allowances, and direct
payments to vendors treated as non-
taxable under Federal tax rules.

2. Subtract the dollar amount of re-
imbursements, allowances, and direct
payments to vendors treated as non-
taxable by the state.

41 CFR Ch. 302 (7-1-23 Edition)

Subpart E—Special Procedure If a
State Treals an Expense as
Taxable Even Though It Is
Nontaxable Under the Federal
IRC

§302-17.46 What does my agency do if
a state treats an expense as taxable
even though it is nontaxable under
the Federal IRC?

If one or more of the states where
you have incurred tax liability for relo-
cation expenses treats one or more re-
location expenses as taxable, even
though it (they) are nontaxable under
Federal tax rules, you may be required
to pay additional state income tax
when you file tax returns with those
states. In this case, your agency cal-
culates a state gross-up to cover the
additional tax liability resulting from
the covered relocation expense reim-
bursement(s) that are nontaxable
under Federal, but not state tax rules.
Your agency calculates the state gross-
up and then adds that amount to your
RITA. Your agency will use this for-
mula to calculate the state gross-up:

=S><1—_—€><N
1-C

3. The difference represents ‘“N.”’

NOTE TO §302-17.46: This calculation is the
same, regardless of whether your agency has
chosen to use the one-year or two-year RITA
process.

Subpart F—The One-Year RITA
Process

§302-17.50 What information should I
provide to my agency to make the
RITA calculation possible under the
one-year process?

You should provide the information
required in the ‘‘Statement of Income
and Tax Filing Status’ as follows:
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§302-17.53

STATEMENT OF INCOME AND TAX FILING STATUS—ONE-YEAR PROCESS
The following information, which my agency will use in calculating the RITA to which | am entitled, was shown on the Federal,

state, and local income tax returns that | (or my spouse and ) filed for the 20

cent year in which you filed).
Federal Filing status:
O Single ........
O Married Filing Jointly ....
O Married Filing Separately.

(a) Taxable income as shown on my (our) IRS Form 1040: $

tax year (this should be the most re-

O Head of Household
O Qualifying Widow(er)

Significant future changes in income (including cost of living raises) that you can foresee for the current year:

_ Increase _ Decrease _  No Foreseeable Changes
(b) Approximate net amount of this (these) change(s): $
(c) Predicted taxable income for the current tax year 20
State you are moving out of:

Filing status for the state moving out of:

Marginal Tax Rate: %

State you are moving into:

Filing status for the state moving into:

Marginal Tax Rate: Y%

Locality you are moving out of:

Filing status for the locality moving out of:

Marginal Tax Rate: %

Locality you are moving into:

Filing status for the locality moving into:

Marginal Tax Rate: Y%

= Sum of (a) and (b) = $

The above information is true and accurate to the best of my (our) knowledge. | (we) agree to notify the appropriate agency offi-
cial of any significant changes to the above so that appropriate adjustments to the RITA can be made.

Employee’s signature

Spouse’s signature (if filing jointly)

§302-17.51 When should I file my
“Statement of Income and Tax Fil-
ing Status” under the one-year
process?

For the one-year process, you should
file this form as soon as you receive
your relocation orders, or as soon as
you file your tax returns for the most
recent tax year, whichever occurs
later.

§302-17.52 When should I file an
amended “Statement of Income and
Tax Filing Status” under the one-
year process?

You should submit an amended
“Statement of Income and Tax Filing
Status’ to your agency under the one-
year process whenever the information
on it changes, and you should continue
to amend it until you have received the
last W-2 from your agency in connec-
tion with a specific relocation. In par-
ticular, you should file an amended
version of this statement whenever:

(a) Your filing status changes;

(b) Your income changes enough that
your income, including WTA and RITA,

Date

Date

might put you into a different tax
bracket; or

(c) You have taxable relocation ex-
penses in a second or third calendar
year.

NOTE TO §302-17.52: Your agency will not be
able to use your original or amended
“Statement of Income and Tax Filing Sta-
tus’ if you file it after the cut-off date estab-
lished by your agency in accordance with
§302-17.54(Db).

§302-17.53 What happens if I do not
file and amend the “Statement of
Income and Tax Filing Status” in a
timely manner?

If you don’t file the ‘‘Statement of
Income and Tax Filing Status’ and/or
amend it when necessary, your agency
will switch to the 2-year process, and
because the WTA is an advance of your
income tax expenses, you will be liable
to repay the full amount of the WTA
that your agency has paid to the IRS.
See subpart G of this part.
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§302-17.54

§302-17.54 How does my agency cal-
culate my RITA under the one-year
process?

(a) Your agency provides allowances
to you, reimburses you for vouchers
that you submit, and pays certain relo-
cation vendors directly, all during the
calendar year as described in subpart B
of this part. Some of these reimburse-
ments, allowances, and direct pay-
ments to vendors are taxable income to
you, the employee, as described in sub-
part A of this part. Your agency com-
putes a WTA and reports the WTA to
the IRS as taxes withheld for you for
each of these taxable reimbursements,
allowances, and direct payments to
vendors. The WTA may be optional to
you. However, if your agency is using a
one-year RITA process, there is no ad-
vantage to you in choosing not to re-
ceive the WTA, because your agency
will adjust the WTA payment to the
IRS. See §302-17.55(a)(1).

(b) Your agency establishes a cutoff
date (for example, December 1), after

RITA =

Where

C =CMTR

R = Reimbursements, allowances, and direct
payments to vendors covered by WTA

Y = Total grossed-up WTA paid during the
current year.

§302-17.55 What does my agency do
once it has calculated my RITA
under the one-year process?

(a) Your RITA is likely to be dif-
ferent from the sum of the WTA com-
puted and reported during the year, be-
cause the WTA is calculated using a
flat rate, established by the IRC, while
the RITA is calculated using the
CMTR. Therefore:

(1) If the calculation above results in
a negative value (that is, if your agen-
cy’s calculation shows that it withheld
and reported too much money as WTA),
then your agency will send an adjust-
ment to the IRS using Form 941. In this
case, your agency does not make a

C

41 CFR Ch. 302 (7-1-23 Edition)

which it will not issue reimbursements
or allowances to you or make direct
payments to relocation vendors for the
rest of the calendar year.

(¢c) If the information on your
“Statement of Income and Tax Filing
Status’ changes after you have sub-
mitted the initial version, you must
submit an amended ‘‘Statement of In-
come and Tax Filing Status’ no later
than your agency’s cutoff date.

(d) During the period between the
cutoff date and the end of the calendar
year, your agency calculates your
RITA.

(e) Your RITA is itself taxable in-
come to you. To account for taxes on
the RITA, your agency will gross-up
your RITA by using a gross-up formula
that multiplies the grossed-up CMTR
by the total of all covered taxable relo-
cation benefits, and then subtracts
your grossed-up WTA from that total.
That is:

XR|-Y

RITA payment to you because you do
not need additional funds to pay your
taxes. That is, everything you need to
pay substantially all of your taxes was
included in the adjusted WTA, and that
is the amount that will appear on your
Form W-2.

(2) If the calculation above results in
a positive value (that is if your agen-
cy’s calculation shows that it did not
withhold enough money for your in-
come taxes), then your agency will pay
your RITA to you before the end of the
calendar year and report it to the IRS
as part of your income for that year.

(b) Shortly after the end of the cal-
endar year, your agency will provide
one or two W-2 Forms to you. At your
agency’s discretion, you may receive
one W-2 that includes all of your tax-
able relocation expenses, WTA, and
RITA (if any), along with your payroll
wages, or you may receive one W-2 for
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your payroll wages and a separate one
for your taxable relocation expenses,
WTA, and RITA.

§302-17.56 What do I do, under the
one-year process, once my agency
has provided my W-2(s)?

(a) You must use all W-2(s) that you
have received to file your tax returns.
On those returns, you must include all
taxable relocation expenses shown on
your W-2(s) as income, including your
WTA and RITA (if any). Please note
that you must also include all WTA as
withholding, in addition to the stand-
ard withholding from your payroll
wages.

(b) If you finished your relocation
within one calendar year, and your
agency paid all of your relocation re-
imbursements, allowances, and direct
payments to vendors in the same cal-
endar year, before the cutoff date, then
your tax returns for that calendar year
are the end of your relocation tax proc-
ess. If, on the other hand, your agency
reimburses you for relocation expenses,
or pays allowances or relocation ven-
dors on your behalf, during a second
(and possibly a third) calendar year,
then you and your agency repeat the
process above for each of those years.

Subpart G—The Two-Year RITA
Process

§302-17.60 How are the terms “Year 1”
and “Year 2” used in the two-year
RITA process?

(a) Year 1 is the calendar year in
which the agency reimburses you for a
specific expense, provides an allow-
ance, or pays a vendor directly. If your
reimbursements, allowances, and/or di-
rect payments to vendors occur in
more than one calendar year, you will
have more than one Year 1.

(b) Year 2 is the calendar year in
which you submit your RITA claim and
your agency pays your RITA to you.

(c) In most cases:

(1) For every Year 1 you will have a
corresponding Year 2;

(2) Every Year 2 immediately follows
a Year 1; and

(3) Year 2 is the year in which you
file a tax return reflecting your re-
maining tax liability for taxable reim-
bursement(s), allowance(s), and/or di-

§302-17.62

rect payments to vendors in each Year
1.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21,
2014, as amended by FTR Amdt. 2020-02, 84
FR 64783, Nov. 25, 2019]

§302-17.61 Is the WTA optional under
the two-year process?

(a) Yes. If your agency makes the
WTA optional to you, you may choose
to not receive the WTA.

(b) When deciding whether or not to
receive the WTA, you should consider
the following:

(1) If you expect that your marginal
Federal tax rate will be equal to or
higher than the supplemental wage
rate for the calendar year in which you
received the majority of your reloca-
tion reimbursements, you may want to
elect to receive the WTA.

(2) If you expect that your marginal
Federal tax rate will be less than the
supplemental wage rate for the cal-
endar year in which you received the
majority of your relocation reimburse-
ments, you may want to decline receiv-
ing the WTA to avoid or limit possible
overpayment of the WTA, the so-called
“‘negative RITA” situation. In a ‘‘neg-
ative RITA” situation, you must repay
some of the WTA in Year 2. However,
even if your marginal Federal tax rate
will be less than the supplemental
wage rate, you may want to accept the
WTA so that your initial reimburse-
ment is larger.

(3) Examples showing relocation al-
lowances paid by accepting or declin-
ing the WTA are published in an FTR
bulletin available at hittps:/gsa.gov/
ftroulletins.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21,
2014, as amended by FTR Amdt. 2020-02, 84
FR 64783, Nov. 25, 2019]

§302-17.62 What information do I put
on my tax returns for Year 1 under
the two-year process?

(a) Your agency provides allowances
to you, reimburses you for vouchers
that you submit, and pays certain relo-
cation vendors directly, all during the
same calendar year, as described in
subpart B of this part. Some of these
reimbursements, allowances, and direct
payments to vendors are taxable in-
come to you, the employee. Your agen-
cy computes a WTA and reports that
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§302-17.63

withholding to the IRS for each of
these that is taxable. This is Year 1 of
the two-year process.

(b) If your agency makes the WTA
optional to you and you have chosen
not to receive the WTA, then your
agency computes withholding tax for
each taxable reimbursement, allow-
ance, and direct payment, and reports
that withholding to the IRS.

(c) Shortly after the end of the cal-
endar year, your agency provides one
or more W-2 forms to you. At its dis-
cretion, your agency may include all of
your taxable relocation expenses and
WTA (if any) in one W-2, along with
your regular payroll wages, or it may
provide you one W-2 for your regular
payroll wages and a separate W-2 for
your taxable relocation expenses and
WTA (Gf any).

(d) At approximately the same time
as your agency provides your W-2(s), it
also may provide you an itemized list
of all relocation benefits and the WTA
(if any) for each benefit. You should
use this statement to verify that your
agency has included all covered taxable

41 CFR Ch. 302 (7-1-23 Edition)

items in its calculations and to check
your agency’s calculations.

(e) You must submit all W-2s that
you have received with your Year 1 tax
returns. On those returns, you must in-
clude all taxable relocation expenses
during the previous year as income.
Furthermore, you must include the
WTA (if any) as tax payments that
your agency made for you during the
previous year, in addition to the reg-
ular withholding of payroll taxes from
your salary.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21,
2014, as amended by FTR Amdt. 2020-02, 84
FR 64783, Nov. 25, 2019]

§302-17.63 What information should I
provide to my agency to make the
RITA calculation possible under the
two-year process?

You should provide the information
required in the ‘‘Statement of Income
and Tax Filing Status’” shown below.
This information should be taken from
the income tax returns you filed for
Year 1.

STATEMENT OF INCOME AND TAX FILING STATUS—TWO-YEAR PROCESS

The following information, which my agency will use in calculating the RITA to which | am entitled, was
shown on the Federal, state and local income tax returns that | (or my spouse and 1) filed for the

20 tax year.
Federal Filing status:
O SINGIE e

O Married Filing Jointly ..
[ Married Filing Separately.

Taxable income as shown on my (our) IRS Form 1040: $

State you are moving out of:

Filing status for the state moving out of:

Marginal Tax Rate: %

State you are moving into:

Filing status for the state moving into:

Marginal Tax Rate: %
Locality you are moving out of:
Filing status for the locality moving out of:

Marginal Tax Rate: %
Locality you are moving into:
Filing status for the locality moving into:

Marginal Tax Rate: %

The above information is true and accurate to the
best of my (our) knowledge. | (we) agree to notify
the appropriate agency official of any significant
changes to the above so that appropriate adjust-
ments to the RITA can be made.

[ Head of Household
O Qualifying Widow(er)
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§302-17.67

STATEMENT OF INCOME AND TAX FILING STATUS—TWO-YEAR PROCESS—Continued

Employee’s signature

Spouse’s signature (if filing jointly)

§302-17.64 When should I file my
“Statement of Income and Tax Fil-
ing Status” and RITA claim under
the two-year process?

For the two-year process, you should
file the ‘‘Statement of Income and Tax
Filing Status” in Year 2, along with
your RITA claim, after you file your
income tax return. If your agency pays
any taxable expenses covered by the
WTA (if any) in more than one year,
then you will have to file a new
“Statement of Income and Tax Filing
Status’ each year. Your agency estab-
lishes the deadline each year for filing
of your Statement.

§302-17.65 What happens if I do not
file the “Statement of Income and
Tax Filing Status” in a timely man-
ner?

The WTA is an advance on your in-
come tax expenses, thus if you don’t
file the ‘‘Statement of Income and Tax
Filing Status” in a timely manner,
your agency will require you to repay
the entire amount of the withholding
and WTA (if any) that the agency has
paid on your behalf.

§302-17.66 How do I claim my RITA
under the two-year process?

(a) To claim your RITA under the
two-year process, you must submit a
voucher and attach the ‘“‘Statement of
Income and Tax Filing Status,” as dis-
cussed in §§302-17.63-302-17.65.

RITA=

Where

C = CMTR

R = Reimbursements, allowances, and direct
payments to vendors covered by WTA
during Year 1

Z = Total grossed-up WTASs paid during Year
1.

C

Date

Date

(b) Your voucher must claim a spe-
cific amount. However, your agency
will calculate your actual RITA after
you submit your RITA voucher and
your ‘‘Statement of Income and Tax
Filing Status;” the amount you claim
on your voucher does not enter into
that calculation. You should perform
the RITA calculation for yourself, as a
check on your agency’s calculation,
but you are not required to put the
“right answer’’ on the voucher you sub-
mit to claim your RITA.

§302-17.67 How does my agency cal-
culate my RITA under the two-year
process?

(a) Your agency calculates your
RITA after receipt of your RITA
voucher.

(b) Your RITA is itself taxable in-
come to you. To account for taxes on
the RITA, your agency will gross-up
your RITA by applying the CMTR to
the final amount rather than the reim-
bursed amount.

(c) Thus, your agency calculates your
RITA by multiplying the Combined
Marginal Tax Rate (CMTR) (using the
state and local tax tables most current
at the time of the RITA calculation) by
the total of all covered taxable reloca-
tion benefits during the applicable
Year 1, and then subtracting your
WTA(s), if any, from the same Year 1
from that total. That is:

XR|-Z

NOTE TO §302-17.67(Cc) — If your agency of-
fers you the choice, the WTA is optional to
you. If the employee has declined the WTA,
enter zero for element Z in the above cal-
culation.
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§302-17.68 What does my agency do
once it has calculated my RITA
under the two-year process?

(a) Your RITA is likely to be dif-
ferent from the sum of the WTA(s) paid
during Year 1, if any, because the WTA
is calculated using a flat rate, estab-
lished by the IRC, while the RITA is
calculated using the CMTR. Therefore:

(1) If the RITA calculation in §302-
17.67 results in a negative value (that
is, if your agency’s calculation shows
that it withheld and reported too much
money as income taxes), then your
agency will report this result to you
and will send you a bill for the dif-
ference, to repay the excess amount
that it sent to the IRS on your behalf
as withheld income taxes. The IRS will
credit you for the full amount of with-
held taxes, including the excess
amount, when you file your income tax
return for Year 1; therefore, you must
repay the excess amount to your agen-
cy within 90 days, or within a time pe-
riod set by your agency. If you are re-
quired to repay an amount in Year 2
that was included as wages on your W-
2 in Year 1, you may be entitled to a
miscellaneous itemized deduction on
your Federal income tax return in Year
2. For more information, see IRS Publi-
cation 535, ‘‘Business Expenses.” If
your agency chooses to offer you the
choice, then you may want to decline
the WTA to avoid this so-called ‘‘nega-
tive RITA” situation.

(2) If the RITA calculation in §302-
17.67 results in a positive value (that is,
if your agency’s calculation shows that
it did not withhold enough money as
income taxes), then your agency will
pay your RITA to you before the end of
Year 2 and will report it to the IRS as
part of your income for that year. Also,
after your agency has paid your RITA
to you, it will provide a W-2 that shows
your RITA as taxable income to you.

(b) At your agency’s discretion, you
may receive one W-2 that includes all
of your taxable relocation expenses,
WTA (if any), and RITA (if any), along
with your regular payroll wages, or you
may receive one W-2 for your regular
payroll wages and a separate one for
your taxable relocation expenses, WTA,
and RITA.

41 CFR Ch. 302 (7-1-23 Edition)

§302-17.69 How do I pay taxes on my
RITA under the two-year process?

When income taxes are due for Year
2, you must report your RITA, if any,
as taxable income on your Federal,
state, and local tax returns.

(a) If your relocation process results
in only one Year 2, or if the previous
year was your last Year 1, your RITA is
the only amount that you report as in-
come resulting from your relocation
for that Year 2.

(b) If, on the other hand, your reloca-
tion process results in more than one
Year 2 (if, for example, you incurred re-
location expenses during more than
one calendar year), then, except for
your last Year 2, you will need to re-
port reimbursements, allowances, di-
rect payments to vendors, and WTA(S),
if any, for succeeding Year 1’s at the
same time that you report each Year
2’s RITA.

(c) See the table in §302-17.60 for a
graphic explanation of Year 1 and Year
2.

Subpart H—Agency
Responsibilities

§302-17.100 May we use a relocation
services provider to comply with
the requirements of this part?

Yes. You may use the services of re-
location companies to manage all as-
pects of relocation, including the RITA
computation. Agencies that relocate
few employees or do not have the re-
sources to manage the complexity of
relocation may find that the use of re-
location companies is a practical alter-
native. As another alternative, agen-
cies with infrequent requirements for
relocation or with inadequate internal
resources may establish an interagency
agreement with one or more other
agencies to pool resources to provide
this service.

§302-17.101 What are our responsibil-
ities with regard to taxes on reloca-
tion expenses?

To ensure that all provisions of this
Part are fulfilled, you must:

(a) Prepare a relocation travel au-
thorization that includes an estimate
of the WTA and RITA, to obligate the
funds that will be needed.
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(b) Determine, in light of the specific
circumstances of each employee reloca-
tion, which reimbursements, allow-
ances, and direct payments to vendors
are taxable, and which are nontaxable.

(c) Decide whether or not you will
allow individual employees and/or cat-
egories of employees to choose not to
receive the WTA.

(d) Calculate the WTA, and credit the
amount of the WTA to the employee at
the time of reimbursement.

(e) Prepare the employee’s W-2
Form(s) and ensure that it (they) re-
flect(s) the WTA.

(f) Provide each employee an
itemized list of relocation expenses
after the end of each calendar year in
which you provided an allowance, reim-
bursement, or direct payment to a ven-
dor.

(g) Establish processes for identifying
the relevant Federal, state, and local
marginal tax rates and for keeping
that information current.

(h) Establish processes for identi-
fying states that treat a reimburse-
ment or direct payment to a vendor as
taxable even though it is nontaxable
under the Federal IRC, and for keeping
that information current.

1) Calculate the
CMTR(s).

(j) Decide whether you will use the
one-year or two-year RITA process and
whether you will use different proc-
esses (that is, one-year or two-year) for
different groups of employees within
your agency.

(k) Make sure the RITA calculation
is done correctly and in a timely man-
ner, whether your policies call for the
calculation to be done by you or by a
third party.

(1) Make sure that payment of the
RITA occurs in a timely manner (this
is especially critical for the one-year
process).

(m) Develop criteria for accepting
and rejecting requests for recalculation
of RITA.

(n) Establish a process for recalcu-
lating the RITA when the employee’s
request for recalculation is accepted.

(o) Consult with IRS for clarification
of any confusion stemming from taxes
on relocation expenses.

employee’s

§302-17.103

§302-17.102 What happens if an em-
ployee fails to file and/or amend a
“Statement of Income and Tax Fil-
ing Status” prior to the required
date?

(a) If a relocating employee does not
file and/or amend a ‘‘Statement of In-
come and Tax Filing Status’ prior to
the required date, and you are using a
one-year RITA process, you are to
switch to a two-year RITA process and
send a written warning to the em-
ployee reminding them of the require-
ment and informing them that if they
do not submit the ‘‘Statement of In-
come and Tax Filing Status,” you may
declare the entire amount of the WTA
forfeited.

(b) If the relocating employee does
not file and/or amend a Statement of
Income and Tax Filing Status prior to
the required date, and you are using a
two-year RITA process, you are to send
the employee a written warning in-
forming them they have 60 days to file
or amend their ‘“‘Statement of Income
and Tax Filing Status,” or you will de-
clare the WTA that you have already
paid on his/her behalf forfeited and due
as a debt to the Government.

(c) If the relocating employee chose
not to receive the WTA and fails to file
a Statement of Income and Tax Filing
Status prior to your required date, you
are to send the employee a written
warning that they have 60 days to file.
If the employee still fails to file, you
may close your case file and refuse any
later claims for RITA related to this
specific relocation.

§302-17.103 What are the advantages
of choosing a 1l-year or a 2-year
RITA process?

(a) The one-year process is simpler. It
reimburses the employee more quickly,
and it eases the administrative burden
required to calculate the RITA. Most
importantly, the one-year process
eliminates the possibility of charging
employees for excess payments to the
IRS, the so-called ‘‘negative RITA.”

(b) The two-year process provides a
somewhat more accurate calculation of
the additional taxes the employee in-
curs because it is based on the employ-
ee’s actual Year One taxable income
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and filing status rather than the tax- PARTS 302-18—302-99 [RESERVED]

able income and filing status from the
year before.
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