Moving Expenses: Maximizing Your Tax Benefit

| moved to a bigger house on the other side of town. Can | claim a moving
expense deduction?

No. A deduction for the reasonable expenses of moving from one location to
another may be taken only if you are an employee or self-employed person
whose move is made in conjunction with the start of work in your new location
and that location is your principal place of work. You must also meet distance
and time requirements.

How far must | move to qualify?

The distance from your new place of work must be at least 50 miles more from
your former residence than the distance from your old place of work to that
residence. First time job seekers qualify if their new work location is more than 50
miles from their former residence.

How long must my new employment last?

You must be a full-time employee in the general location of your new residence
for at least 39 weeks in the 12-month period immediately following your arrival at
the new location. The 39 weeks do not have to be at the same job.

Exceptions: Death, disability, involuntary separation from the service of your
employer or a transfer for the benefit of your employer.

Are there any special rules for self-employed persons?

You must perform services on a full-time basis in the general location of your
new residence for at least 78 weeks in the 24-month period immediately following
your arrival at the new location. At least 39 of the 78 weeks must be worked in
the first 12-month period.

What types of moving expenses are deductible?

Deductible moving expenses include:

1. The cost of travel (including lodging, but not meals) from your former
residence to your new residence.

2. The cost of transporting your household goods and personal effects.

3. Storage charges are deductible while moving and for foreign moves.



If my employer reimburses me for my moving expenses will they be included on
my W-27?

Reimbursements to an employee under an accountable plan are treated as
excludable fringe benefits and not reported on the W-2. Employer payments
under a non-accountable plan or payments for expenses that do not qualify for a
deduction would be included as taxable compensation in Box 1 of the W-2.

If my employer pays the moving expense directly to a third party, will this be
included as income on my W-27?

Generally, qualifying moving expenses paid directly to a third party are treated as
an excludable fringe benefit and are not reported as income on the W-2.

If I am not reimbursed for all my moving expenses and cannot itemize my
deductions, can | still deduct my moving expenses?

Yes. The unreimbursed expenses you incurred and/or paid are deductible even if
you do not itemize. Moving expenses are an "above the line" deduction on the
Form 1040.

If | move one year and pay my expenses in the next year, when can | deduct my
qualifying expenses?

The deduction may be taken in either the year incurred or the year paid.
Do | have to meet the employment time test before | deduct my expenses?

If the due date of your return falls before you can satisfy the time test, you may
still claim the deduction. If you do take the deduction and then do not satisfy the
required time test, you must either file an amended return for that year or report
the amount originally deducted as income in the year you failed the time test.

My employer is transferring me out of the United States. Can I still deduct moving
expenses?

Yes. The rules on the deductibility of moving expenses incurred in connection
with a move by a U.S. citizen or resident alien to a new job location outside the
United States are similar in many respects to the moving expense deduction
rules for moves within the United States. You may also qualify for additional tax
benefits. Consult with an Enrolled Agent (EA) to determine how these rules apply
to your specific situation.

What form do | use to report my deductible moving expenses?



Form 3903 (Moving Expenses) is used to report moving expenses for moves
within the United States. Form 3903F (Foreign Moving Expenses) is used to
report moving expenses for moves outside the United States.

If I sell my principal residence to move, can | deduct my selling expenses as a
moving expense?

No. These expenses are not considered moving expenses.



