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	3.3.1 Background

During the course of the Board’s public meetings and in discussions within and between the subcommittees, there appeared to be some risk that recommendations would be submitted as separate, independent actions rather than as an integral part of an overall Government relocation program.  For example, two industry best practice recommendations when taken together, may not constitute a best practice, There was also some concern raised about the extent to which industry best practices could be confirmed in the time remaining.

Further, as Board and committee members began discussions on how best to bring recommendations forward, there was consensus that the end result of the Board’s work should represent a well balanced program.  However, there was also a realization that the Board would not be able to address every relocation issue in the depth needed to adequately resolve each one.  As a result many recommendations would require considerable work after the Board’s final report and the final work product may not necessarily fit within the balanced program envisioned by the Board.  

A suggestion was made to establish a relocation philosophy that would help guide not only the Board in its deliberations but also help guide the GSA in carrying out any of the Board’s recommendations and, over time, help guide all parties involved in the relocation process in day-to-day decisions and actions.

	3.3.2 Problem

There is no existing published common theme or philosophy behind the Government’s relocation program from which to work.  Not having a published philosophy statement could lead to very different decisions in administering an agency’s relocation program that may be inconsistent with the intent of the Government’s relocation program as overseen by GSA.  Not having a published philosophy statement would also likely result in many different agencies investing time within their respective agencies debating and interpreting the principles underlying the Government’s relocation program.



	3.3.3 Research

To help obtain a better understanding on how private sector companies approach their relocation programs a request was made to ERC for assistance.  In response, ERC provided several representative program policy statements and a few policy statements each on temporary living and storage of household goods.  In addition, comments made by many of the private sector representatives on the Board and Subcommittees as well as comments received though other documents submitted in researching various industry best practices provided additional insight into what the Board might consider in establishing a relocation philosophy statement.



	3.3.4 Best Practices

Private sector companies generally adopt program policy statements to help guide all parties involved in the relocation process; however, there is no industry best standard.

There appear to be, however, several basic, underlining principles that denote a good relocation program.

A relocation program should 

· Be administered in an equitable manner

· Be designed to balance the needs of both the transferee and the needs of the agency

· For the transferee: provide financial support and program counseling and assistance so the transferee and family are settled in the new location and the transferee focused on the new assignment.

· Expect relocating employees to exercise good judgment in utilizing the relocation services. 
· Encourage and enable a transferee to complete a transfer to a new location and become productive in the new job assignment as quickly as possible.
· For the Government: provide assistance to complete the relocation as quickly and as cost efficiently as possible so the transferee is focused on the new assignment and not encumbered with the burdens associated with a protracted transfer due to delays in arranging for relocation services.  

· Expect the agency to clearly explain the program; to coordinate all relocation activity required to assist the transferee and family; and, to make every effort to reimburse eligible and reasonable expenses in a timely manner.
· Be a well integrated effort among the transferee, the management in the receiving office, and the agency’s relocation staff 

· Minimize to the extent practical the financial and emotional impact on the transferee and family 

· Comply with all applicable laws and regulations

· Be effective and cost efficient

· Emulate as appropriate best practices of the relocation community (Federal and private)

· Be part of an integrated plan with the agency’s Human Resources organization to hire and retain the right people, with the right skills, in the right locations

At the same time, a relocation program should not 

· Be designed to offset all personal decisions and costs that a transferee may encounter during the relocation

· Create an economic hardship for the transferee

· Be an entitlement program 

As a result of the research and discussions from Board members, the following Relocation Philosophy Statements and Relocation Guiding Principles were drafted.

Relocation Philosophy Statement 1: The Government’s relocation program is designed to assist eligible transferees and their family’s transition to a new assignment in a cost-efficient manner in the shortest time practical.  The program is also designed to lesson both the emotional stress and the economic hardship associated with a transfer by providing various relocation services, including policy counseling, the packing, shipping, and unpacking of household goods, providing home finding and temporary living support, and, as appropriate, home sale and home purchase assistance.  The specific services and the amounts and timeframes allowed should be consistently and fairly administered.  To be most effective, responsibility for the relocation process from beginning to end must be shared among the transferee, the relocation program staff, and the transferee’s new manager.

Relocation Philosophy Statement 2: The Federal government’s relocation program is designed to encourage and enable each eligible transferee to complete the move to the new location – and become productive in his/her new job – as quickly as possible, at a minimum cost, both to the employee and to the government, and with minimum inconvenience to the employee’s family.  

Relocation Guiding Principles: A successful relocation is dependent upon the good faith efforts of the transferee, the relocation program staff, and the transferee’s new managers.  The following principles are designed to assist all parties in the decision-making process during the relocation.  
· The purpose of the relocation is primarily in the Government’s interest and not primarily for the transferee’s convenience (convenience moves should not be reimbursed). 

· Relocation expenses are allowances, not entitlements; each relocation does not require the payment of the maximum possible allowance.

· Relocation policy should not be written to address an extreme or unusual circumstance; the extreme or unusual circumstance is better addressed through a separate process.

· No policy can (or should) cover all the expenses or remove all the inconveniences that might be involved in a transfer.

· Transferees are expected to make every reasonable effort to manage the timing of their move to minimize the need for, and cost of, temporary living at the new location.



	3.3.5 Budget Tracking and Data Recommendations

· BTD-01 Relocation Program Guidance (Board) The Board should adopt the Philosophy Statement and Guiding Principles as presented above as a basis for deliberating the recommendations that will follow.
Relocation Philosophy Statement: The Government’s relocation program is designed to assist eligible transferees and their family’s transition to a new assignment in a cost-efficient manner in the shortest time practical.  The program is also designed to lessen both the emotional stress and the economic hardship associated with a transfer by providing various relocation services, including policy counseling, the packing, shipping, and unpacking of household goods, providing home finding and temporary living support, and, as appropriate, home sale and home purchase assistance.  The specific services and the amounts and timeframes allowed should be consistently and fairly administered.  To be most effective, responsibility for the relocation process from beginning to end must be shared among the transferee, the relocation program staff including industry partners, and the transferee’s new manager.

Relocation Guiding Principles: A successful relocation is dependent upon the good faith efforts of the transferee, the relocation program staff, and the transferee’s new managers.  The following principles are designed to assist all parties in the decision-making process during the relocation.  
· The purpose of the relocation is primarily in the Government’s interest and not primarily for the transferee’s convenience (convenience moves should not be reimbursed). 

· Relocation expenses are allowances, not entitlements; each relocation does not require the payment of the maximum possible allowance.

· Relocation policy should not be driven to address an extreme or unusual circumstance.

· No policy can (or should) cover all the expenses or remove all the inconveniences that might be involved in a transfer.

· Transferees are expected to make every reasonable effort to manage their relocations to minimize the overall cost to the government. 
· BTD-02 Relocation Program Guidance (Government) GSA should adopt a relocation program Philosophy Statement and Guiding Principles along the lines used by the Board in its deliberations to help guide the Federal relocation program community, transferring employees, and agency management in all its decisions and actions during a relocation and in making changes to the relocation program in the years to come.
· BTD-03 Periodic Review of Statement and Principles - Although a Philosophy Statement and Guiding Principles should generally stand the test of time, best practices change and in order to maintain an effective Government relocation program based on relocation industry best practices and Government needs, GSA should use the Federal relocation program community to periodically revalidate the philosophy statement and guiding principles, and amend as needed.



	· BTD-04. One Year Process - GSA should adopt a tax allowance process that is completed in one tax year.


	· BTD-07. Law Change (Employment Taxes, etc.) - GSA should pursue a legislative change that will allow the inclusion of employment taxes in the calculation.  


	· BTD-06. Simplify the FTR - GSA should only publish a policy statement in the FTR on what taxable items the tax allowance is intended to cover.



	· BTD-05. Maintain “Substantially All” Target- GSA should maintain a tax allowance policy using the current “substantially all” threshold in providing a tax allowance. (See BTD-12 for more information.)


	· BTD-08. One Standard Policy Applied Governmentwide - GSA must create one standard approach for all of Government; agencies must not be allowed to make individual decisions on how the tolerances within the software are applied.



	· BTD-09. Selected Options Applied – GSA should adopt the following standards in the tax allowance calculation process: (See Attachment Y for more information):

· Use marginal rates for Federal and state (and local) taxes rather than supplemental rates (this will require a year-end true-up process) 

· Adjust for the deductibility of state (and local) income taxes on Federal returns 

· Adjust for the deductibility of Federal income taxes on state (and local) returns

· Adjust for the impact of some of the income being taxed at a rate lower than the transferee’s marginal rate

· Adjust for the impact of federal tax phase outs, such itemized deductions and personal exemptions

· If married, assume joint return

· Base calculation on employer source income only (for transferee only) (Note: when different, use wages subject to Federal income taxes, not Medicare wages) 

· If homeowner at the departure location, use itemized deduction; if renter, use standard deduction

· Base state and local tax component of gross-up on destination state of residence

· During the year-end true-up process, make adjustment both up and down, as needed, including adjusting the FICA social security calculation

· Capture information on dependants; track both dependants under 17 and 17 and over


	· BTD-10. Not a Standalone Decision - Agencies should not purchase the service or the software to carry out the tax allowance calculations as a standalone service or product.  This service is an integral part of a cost management software solution where both taxable and non taxable reimbursements are tagged and managed.  See recommendations under Data and Systems for more.  


	· BTD-11. Phased Implementation - The transition to a new tax allowance process would be a challenge for any single entity, even within a well-integrated technical and financial systems environment.  There are scores of Government agencies that will be affected by these changes.  GSA should consider a phased approach that will allow agencies to move with all deliberate speed, but not forced to react in a way that will result in disjointed implementation with other Board recommendations.  See recommendations under Data and Systems for more.   


	· BTD-12. Periodic Governmentwide Validation Sampling - GSA should periodically conduct a test with all agencies responsible for calculating a tax allowance.  The test should be based on a sampling of various relocation scenarios developed by GSA that allows for a verification of the tax allowance calculations being made by agencies.  This will help ensure that the policy is understood and is being followed correctly.  GSA may also want to publish the results for the benefit of all in the Federal relocation program community.


	· BTD-13. Opportunity for Transferee to Obtain a Review of the Calculation - GSA should establish a process for a transferee to request a review of the tax allowance based on the transferee’s actual tax returns.  The right to request an adjustment should be published.  Any payment made as a result of a request for an adjustment should also be grossed-up and not subject to any further adjustment.  In keeping with the notion of substantially all, a threshold should be established below which a claim will not be considered.  The threshold will act as a deductible.  For example, substantially all can be defined as an allowance that comes within 5% of the original allowance or $500, whichever is greater.  In addition, to consider a claim, all federal, state and local income tax returns, including spousal returns (even if filed separately), must be submitted. 
· Note: As part of the review process, the impact of a lost child tax credit and the impact on taxes from spousal income should be considered.


	· BTD-14. Tax Allowance and Transferee Certifications – GSA should eliminate the requirement for the transferee to make a certification about their income or taxes to receive a tax allowance with the exception of an employee request for review.


	· BTD-15. State Tax Withholding Rules - GSA should work with the CFO Council, the Federal human resource community, experts in tax law, and the Federal relocation program community to establish a common set of standards on state jurisdictional rules on an agency’s obligation to report income and make withholdings.


	· BTD-16. Training - GSA should continue to provide a training course that will help those involved with the tax allowance process better understand the basic tax issues surrounding taxable reimbursements.


	· BTD-17. Process Improvement/Federal Relocation Program Community - GSA should use the Federal relocation program community and the Formal Consultation Mechanism to monitor progress in converting to a 1-year process and offer suggestions on how the process may need to improve over time.


	· BTD-18. Establishing a Single Subclass for Civilian Relocations- To be most effective, a relocation program needs to be managed as a single, integrated program.  The current object class structure is not conducive to thinking of relocations as a single, integrated program.  The GSA should work with OMB and the Government’s CFO Council to develop a single subclass covering all civilian relocation obligations and expenditures.  Since relocation is most appropriately considered a cost of employment, relocation costs  should be assigned to the Personnel Compensation (“10”) Object Class. 


	· None

	· BTD-19. Relieve Burden placed on Financial Statement to Manage the Relocation Program - Because cost management software is not currently used Governmentwide, many agencies currently place too much of a burden on an agency’s financial statement to help manage its relocation program.  This tends to be achieved through the use of many subclasses.  As part of the strategy to move toward a cost management solution, Government should move away from the overuse of the financial statements by eliminating the use of subclasses.  All breakdowns should be achieved within the cost management software. (See recommendations on Data and Systems for more.)



	· BTD-20. Budget Tracking Standards - Any implementation of an effective cost management solution (including a budget component) would be greatly eased if Government established certain standard budget requirements.  GSA should work with OMB, the Federal relocation program community, , and the CFO Council on establishing initial budget process standards.


	· BTD-21. Prerequisites to Implementing a Cost Management Solution -Recommendations BTD-18, BTD-19, and BTD-20 should be addressed before any effort is made to acquire and implement cost management software.  An element of implementing an effective cost management solution is tagging the various relocation expenses to the correct financial statement account.  Because of the dependency of this issue on some of the other recommendations, the Board recommends that this receive a high priority.  If this is not done and cost management software is implemented, Government agencies will have to go through a significant effort to recalibrate the cost components tracked if changes are subsequently adopted.


	· BTD-22. Not a Standalone Decision - As with BTD-10, the transition to a new financial structure would be a challenge for any single entity, even within a well-integrated technical environment.  There are scores of Government agencies that will be affected by these changes.  GSA should consider a phased approach that will allow agencies to move with all deliberate speed, but not forced to react in a way that will result in a disjointed, costly implementation with other Board recommendations.  See recommendations under Data and Systems for more.


	· BTD-23. Contracting – Agencies, alone or in concerted efforts with other agencies should take advantage of the volume of business it has and competition to purchase from the private sector to obtain the best possible pricing for those services, including cost management software, integration and implementation support, and other services.


	· BTD-24. Use of Cost Management Software - Agencies should implement a cost management approach to better manage its relocation program. Having a cost management solution will greatly improve an agency’s management of the relocation process and access to its data.  Having access to data will greatly improve an agency’s (and Government’s) ability to assess the impact of policy changes, spot trends that may need to be addressed to control costs, to see the relocation program as a whole, and to identify and address operational and process issues early.  An example of data that would be useful to track is the number of direct reimbursement, amended value, BVO, and appraised value sales in home sale transactions.


	· BDT-25. Strategic Plan -The GSA should work with the CFO Council, Chief Human Capital Council (CHCO), OPM, OMB, and Formal Consultation Mechanism to develop a strategic approach to the Government’s relocation program, based on a needs assessment. 


	· BDT-26. Implementation Plan - Once a strategic approach is approved, the GSA should work with the CFO Council, Chief Human Capital Council (CHCO), OPM, OMB, and Formal Consultation Mechanism to develop an implementation schedule that allows agencies to have as smooth a transition as possible in the shortest time practical.


	· BDT-27. Data Elements - The GSA should establish along with the CFO Council, OMB, CIO Council, and Formal Consultation Mechanism  several lists of data elements required by Government to
· Effectively manage a relocation program (will be the most detailed level of information required).  For example, this list would include detailed information on household goods shipments and storage.
· Implement an effective cost management system (will generally be at a higher level of detail for tracking program costs, tax processing, and cost reporting).  For example, this list would include the total cost of the household goods shipment and for tax reporting purposes, provide storage costs for the first 30 days and the costs over 30 days).
· Meet the needs of outside stakeholders such as GSA, OMB, and Congress (this list will be a subset of the data elements identified in the first two bullets).  Before outside stakeholder lists are finalized, GSA should work with OMB and others to determine the benefit of collecting the data.  


	Note: The BDT subcommittee will continue working on establishing an initial set of lists referenced above up until mid-August.  Whatever the current state of the effort in August, the information will either be a made a part of the final report through Addendums or will be less formally turned over to the GSA for their use.  



	· BDT-28. Systems Interfaces - The GSA should identify along with the CFO Council, OMB, CIO Council, and the Formal Consultation Mechanism the types of system interfaces that are generally needed in implementing a cost management software solution.
Note: The BDT subcommittee will continue working up until mid-August on establishing an initial set of common system interfaces and issues.  Whatever the current state of the effort in August, the information will either be a made a part of the final report as an Addendum or will be less formally turned over to the GSA for their use.  



	· BDT-29. Process Mapping - In contracting for relocation services, the GSA should include process mapping services to map existing relocation processes to help identify opportunities for improvement.  This service can be most helpful in implementing new systems.  To the extent the management of relocations remains dispersed throughout Government, best practices adopted by agencies could be incorporated into a model process map maintained on a website to be shared with the Federal relocation program community through the Formal Consultation Mechanism. 



