AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

Relocation Allowances

§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.

§302-17.101

§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

41 CFR Ch. 302 (7-1-24 Edition)

§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 the employee’s 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.

[FTR Amdt. 2014-01, 79 FR 49645, Aug. 21,
2014, as amended by FTR Case 2022-05, 89 FR
12256, Feb. 16, 2024]

§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
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the additional taxes the employee in-
curs because it is based on the employ-
ee’s actual Year One taxable income
and filing status rather than the tax-

§302-17.103

able income and filing status from the
year before.

PARTS 302-18—302-99 [RESERVED]
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