WITHHOLDING TAX ALLOWANCE (WTA)

WTA is an allowance that is offered to employees, and if elected, it is computed and paid on each claim that has taxable entitlements.  It is treated as an advance against the RIT allowance, and is subtracted from any RIT allowance computed in the following-year.  If WTA is elected, it becomes mandatory to file a RIT allowance within 120 days of the following calendar year.  If the employee declines to have WTA paid on each claim, the entire tax entitlement will be paid in one lump sum on the RIT allowance voucher.

If elected, WTA is computed at 38.888 percent of taxable entitlements.  For individuals in lower than the 28 percent tax bracket for federal taxes, it is highly probable that an overpayment of WTA will occur.  When a RIT allowance voucher is filed the following calendar year, the entire amount of excess WTA will be required to be repaid.

Following are examples of claims paid without and with the WTA.


Entitlement computed without WTA:




$700.00
Miscellaneous expense entitlement


minus
$196.00
FWT (28%)


minus
$ 10.15
Medicare (1.45%)


minus
$ 43.40
FICA (6.20%)



 
$450.45
Amount due traveler


Entitlement computed with WTA:




$700.00
Miscellaneous expense entitlement


plus

$272.22
WTA (38.888%)



$972.22


minus
$272.22
FWT (28%)


minus
$ 14.10 
Medicare (1.45%)


minus
$ 60.28
FICA (6.20%)



$625.62 
Amount due traveler

In the second example, the amount of WTA paid into the voucher is shown as $272.22.  This amount should be set aside by the employee until taxes are due to the IRS in April of the following year.
