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Household Goods Storage:  Taxes on storage over 30 days 

 
Overview 
 
Many entitlements paid to federal employees who undergo a civilian 
relocation move are considered taxable income. Some entitlements paid 
directly to the employee are easy to identify and are captured as wages and 
compensation on the employee’s W-2. Other compensations, paid to third 
parties on behalf of the employee, are more challenging to capture and 
properly report since these payments occur outside of payroll and 
entitlement systems. 

A payment for the temporary storage of household goods (HHG) in excess of 
30 days in conjunction with civilian relocation is an entitlement that the 
Internal Revenue Service (IRS) considers taxable income. If the employee 
arranges and personally pays for the temporary storage, the reimbursement 
is made through a travel entitlement system and taxes are deducted and 
reported as taxable income to the IRS.  
 
However, if the employee turns their household goods over to a government 
transportation office to arrange for storage in excess of 30 days, the payment 
made to the third party storage facility is not captured and reported as 
taxable income, nor are any taxes deducted/reported to the IRS.  
 
Goal 
 
DFAS is implementing procedures to properly capture and report these types 
of compensations to affected employees, as well as collect and remit any 
taxes due throughout the tax year versus at the end of the year. A 
completion date is yet to be determined. 
 
Outcome 
 
For payments made in tax year 2014, DFAS developed a procedure to 
cross-reference third party transportation files with civilian relocation travel 
payments. This  resulted in numerous employees receiving a W-2 that 
identified the household goods storage entitlement in excess of 30 days paid 
in-full to a third party as taxable income. These W-2s include the amount 
paid to the third-party storage facility beginning with the 31st day of storage. 
Also, the appropriate amount of taxes has been remitted to the IRS on behalf 
of the employee and the W-2 includes those taxes. As a result, the employee 
is in debt for the amount equal to the taxes paid to the IRS. DFAS will notify 
the approximately 200 affected employees. 

For the current tax year and beyond, employees affected will need to plan on 
paying back the amount of taxes paid on their behalf to the IRS. The 
temporary storage of household goods in excess of 30 days may be 
unavoidable. The knowledge of any potential effect will give the employee 
the ability to make properly informed decisions and minimize issues as they 
move to their new duty station.   
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Fast Facts 

 The IRS considers 
payments for 
household goods 
stored more than 30 
days for civilian 
relocations as taxable 
income. 

 DFAS is implementing 
system changes to 
collect and remit any 
taxes to the IRS 
throughout the tax 
year. 
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