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Relocation Allowances § 302–17.5 

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 
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 tax 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 provided 
in appendices A through D of this part. 
(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. 

(l) 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 
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 
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