THE TAX IMPACT
When an employee performs a permanent change of station (PCS) with the government, the majority of his/her entitlements are considered taxable by the Internal Revenue Service (IRS). Per the “Revenue Reconciliation Act of 1993,” the taxable reimbursements include:


1. Meals en route


2. All HHT expenses


3. All TQSE expenses


4. All Real Estate expenses


5. HHG Storage after 1st 30 days, and


6. Miscellaneous Expense allowance.

Non-taxable reimbursements include:


1. HHG shipment


2. HHG Storage 1st 30 days


3. En route travel (lodging and transportation, to include


   government issued airline tickets)

These items are taxable to you in the calendar year in which you are issued reimbursement, not the year the expense is incurred. For example, a Real Estate closing December 17, 1996, with a reimbursement check issued January 27, 1997; this expense would be taxable in 1997.  In addition, if a reimbursement check is issued December 27, 1996, but not received by the employee until January 1997, this expense would be taxable in 1996.

For above taxable items, a PCS W-2 and IRS Form 4782 are issued by the paying travel office by January 31 of the year following the year of reimbursement.  The IRS form 4782 outlines the items which are included in your PCS W-2. Please note that this is a separate W-2 from the one issued by the Payroll Division for your salary.

For the above taxable reimbursements, the PCS paying office is required to deduct the following taxes:


1. Federal Withholding tax (FWT) - 28 percent for all 


   employees;


2. Medicare - 1.45 percent for Federal Employees’ Retirement


   System (FERS) and Civil Service Retirement System (CSRS)


   employees

3. FICA - 6.20 percent for FERS employees only;

