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Additional History: 

Related Policies, Procedures, or Standards: Board of Governors' Policy 1984-14-A: Terms
and Conditions of Employment of Senior Policy Executives 

Internal Revenue Service (IRS) References: IRS Publication 521, Moving Expenses;
IRS Publication 15-B, Employer's Tax Guide to Fringe Benefits 

All references to "university" or "universities" in this document apply to the 14 State System 
universities, all branch campuses, and the Office of the Chancellor. 

I. Background and Summary
IRS regulations specifically state the conditions under which reimbursement or payment of
moving expenses to employees is taxable and nontaxable. Board of Governors' Policy
1984-14-A: Terms and Conditions of Employment of Senior Policy Executives, sections
A.4.e. and B.4.b., provides that university presidents, provosts, vice presidents, academic
deans, and other positions 200 and above may be eligible to receive reasonable and
customary relocation expenses when hired:

A. Section A.4.e.: At the time of employment, moving expenses [for the president] will be
paid by the university, whether the move is within the State System or into the State
System. Reimbursement of reasonable and customary relocation expenses (subject to
IRS regulations and State System procurement policy and procedures) will be covered.
Reimbursement of costs requires the president to obtain a minimum of three quotes from
responsible bidders. Reimbursement will be capped at the amount quoted by the lowest
responsible offerer.

B. Section B.4.b.: At the discretion of the appointing authority, at the time of employment,
moving expenses may be paid in part or in full [for a provost, vice president, academic
deans, and other positions 200 and above] by the university, whether the move is within
the State System or into the State System. Reimbursement of reasonable and
customary relocation expenses (subject to IRS regulations and State System
procurement policy and procedures) will be covered. Reimbursement of costs requires
the individual to obtain a minimum of three quotes from responsible bidders.
Reimbursement will be capped at the amount quoted by the lowest responsible offerer.

Vice rancellor for Administration and Finance 



II. IRS Regulations (per IRS Publications 521 and 15-B)

A. To be nontaxable, reimbursements to employees for moving expenses must be paid
under an accountable plan. To be an accountable plan, the reimbursement arrangement
must require the employee to meet all three of the following rules:
1. The expenses must be deductible. (Sections 11.C. and 11.D. below outline the

circumstances under which the IRS deems moving expenses to be deductible.)
2. The employee must adequately account for the expenses within 60 days after the

expenses have been incurred with documentation that explains the purpose of the
expenses and includes receipts and proof of payment.

3. The employee must return any excess reimbursement within 120 days after the
expenses are paid or incurred.

B. IRS Reporting Requirements
1. Expenses paid by an employer directly to a third party for an employee's deductible

moving expenses or the value of moving expenses provided by the employer are not
reported on the employee's Form W-2.

2. Expenses paid by an employer to an employee for an employee's deductible moving
expenses are reported in box 12 of Form W-2 with the code "P" and are not included
in the employee's taxable income.

3. Expenses or reimbursements paid by the employer for an employee's nondeductible
moving expenses, or for those not made under an accountable plan, are included as
wages in box 1 of the employee's Form W-2 and are subject to withholding of
income, social security, and Medicare taxes.

C. Moving expenses are deemed deductible by the IRS and should be reported in box 12 of
the employee's Form W-2 with the code "P" and not included in the employee's taxable
income when:
1. The moving expenses are incurred within one year from the date the employee first

reports to work at the new location.
2. The employee's new main job location is at least 50 miles farther from the

employee's former home than the old main job location, and the distance from the
employee's new home to the new job location is not more than the distance from the
employee's former home to the new job location.

3. The employee works full time for at least 39 weeks during the first 12 months after
arrival in the general area of the new job location.

D. The following moving expenses are deemed deductible by the IRS and should be
reported in box 12 of the employee's Form W-2 with the code "P" and not included in the
employee's taxable income when reasonable for the circumstances of the employee's
move:
1. Moving household goods and personal effects, including the cost of packing, crating,

and transportation.
2. The cost of transportation and lodging (but not meals) for the employee and

members of the employee's household, limited to one trip per person.
a. Note that the standard mileage rate for moving is less than the standard mileage

rate for business travel; the applicable rate can be found in IRS Publication 521.
b. If the per-mile rate paid to the employee is greater than the IRS's standard

mileage rate for moving, the difference between the rate paid to the employee
and the standard mileage rate is taxable to the employee as compensation.

3. The related cost of connecting or disconnecting utilities.
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4. The cost of shipping the employee's car and household pets to the new home. 
5. The cost of storing and insuring household goods and personal effects within any 

period of 30 consecutive days during the move. 

E. The following expenses are deemed nondeductible by the IRS and should be included 
as wages in box 1 of the employee's Form W-2 and are subject to withholding of income, 
social security, and Medicare taxes: 
1. Expenses of buying or selling a home, including home improvements, mortgage 

penalties, loss on sale of a home, or any part of the purchase price of the new home. 
2. Expenses of entering into or breaking a lease. 
3. Pre-move house hunting expenses and return trips to the employee's former 

residence. 
4. Real estate taxes, security deposits, losses from disposing of memberships in clubs, 

and car tags and licenses. 
5. Storage charges except for those incurred in transit. 
6. The cost of meals. 

Ill. State System Procedures 
A. If a prospective or transferred employee is approved to receive direct payment or 

reimbursement of moving expenses associated with accepting a position at the 
university, the employee's appointment letter or transfer letter must specifically state: 

1. The details of what reimbursements the employee will receive for the cost of moving 
household goods, travel , and any other expenses related to moving from the 
employee's old residence to a new residence. 

2. What, if any, payments the university will make directly to a third party (such as the 
moving company) rather than reimbursing the employee. 

3. The requirement that the employee obtain quotes from three moving companies, if 
applicable, and that reimbursement will be capped at the lowest bid. 

4. The information required from the employee to document expenses, such as 
itemized receipts that demonstrate payment. 

5. The maximum amount of reimbursement. 

6. Whether reimbursements will or may be taxable as compensation to the employee. 

B. With the assistance of their human resources office, new or transferred employees 
should complete the Pennsylvania's State System of Higher Education Employee 
Moving Expenses Reimbursement Request form (or a similar university document), for 
both nontaxable or taxable expenses, to request reimbursement of approved moving 
expenses. 

C. When a university directly pays or reimburses an eligible employee's moving expenses, 
the university must determine whether or not the payments should be included in an 
employee's taxable compensation as outlined in Section II. above. Universities should 
consult IRS Publication 521 for more detailed guidance and/or contact the State System 
Controller or Human Resources office to address specific questions. 
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D. Both taxable and nontaxable reimbursements to employees for moving expenses, as
well as direct payments to third parties for employees' moving expenses, will be paid by
the university's accounts payable office and must be reported by the university to the
Office of the Chancellor's Payroll Operations Manager using the Report of Fringe Benefit
or Third-Party Payment Taxable and/or Reportable on IRS Form W-2. Note that
nontaxable payments made by the university directly to a third party, such as
deductible expenses paid directly by the university to the moving company, are not
required to be reported on the employee's Form W-2.

E. Reimbursements for or direct payments of employees' moving expenses are not eligible
for employee deductions or employer contributions for retirement or other benefits.
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