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(see appendix A of this part) and 28 per-
cent for Year 2 (1990) (see appendix C of 
this part). These rates would be used 
regardless of how much of the $84,100 
was attributable to reimbursement for 
the employee’s relocation expenses. 
(Note that these marginal rates are dif-
ferent from the withholding tax rate 
used for the WTA.) If the employee in-
curs only Federal income tax (i.e., 
there are no State or local taxes), the 
Federal marginal tax rates determined 
from appendices A and C of this part 
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 in appendix B of 
this part is to be used to determine the 
applicable State marginal 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 reimburse-
ments are paid to the employee (Year 
1). The income level determined in 
paragraph (d) of this section for Fed-
eral taxes shall be used to identify the 
appropriate income bracket in the 
State tax table. The applicable State 
marginal tax rate is obtained from the 
selected income bracket column for the 
State where the employee is required 
to pay State income tax on moving ex-
pense reimbursements. The tax rates 
shown in the table apply to all employ-
ees regardless of their filing status, ex-
cept where a separate rate is shown for 
a single filing status. 

(ii) The lowest income bracket shown 
in the State tax tables in appendix B of 
this part is $20,000–$24,999. In cases 
where the employee’s (employee’s and 
spouse’s, if filing jointly) earned in-
come as determined under paragraph 
(d) of this section is less than this in-
come bracket, an appropriate State 
marginal tax rate shall be established 
by the employing agency from the ap-
plicable State tax code or regulations 
issued pursuant thereto. Such State 
marginal tax rate shall be representa-

tive of the earned income level in ques-
tion but in no case more than the mar-
ginal tax rate established in appendix 
B of this part for the $20,000–$24,999 in-
come bracket for the particular State 
in which an additional 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 
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)(5) 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) (i) 
through (iii) of this section, shall be 
treated as being imposed on the entire 
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