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Preparing for Tax Season

Deployed Soldiers and their Families

Extension Information  The deadline for filing tax returns, paying taxes, filing claims for refund, and taking other actions with the IRS is automatically extended if you serve in the Armed Forces in a combat zone/qualified hazardous duty area, or have qualifying service outside of a combat zone/qualified hazardous duty area.  The deadline for the IRS to take certain actions, such as collection and examination actions, is also extended.  Additionally, if you are deployed overseas away from your permanent duty station in support of operations in a qualified hazardous duty area, but outside the qualified hazardous duty area, you also receive these extensions (but not other combat zone benefits).  Spouses of individuals who served in a combat zone are entitled to the same deadline extension with two exceptions:

(1) The extension does not apply to a spouse for any tax year beginning more than 2 years after the date the area ceases to be a combat zone.  

(2) The extension does not apply to a spouse for any period the qualifying individual is hospitalized in the United States for injuries incurred in a combat zone.  

Even though the deadline is extended, you may want to file a return earlier to receive any refund due.  To take advantage of the extension, your deadline for taking actions with the IRS is extended for 180 days after the later of: 

(1) The last day you are in a combat zone/qualified hazardous duty area or have qualifying service outside of the combat zone/qualified hazardous duty area (or the last day the area qualifies as a combat zone or qualified hazardous duty area); or 

(2) The last day of any continuous qualified hospitalization for injury from service in the combat zone/qualified hazardous duty area or while performing qualifying service outside of the combat zone/qualified hazardous duty area.

In addition to the 180 days, your deadline is also extended by the number of days that were left for you to take the action with the IRS when you entered a combat zone/qualified hazardous duty area (or began performing qualifying service outside the combat zone/qualified hazardous duty area).  If you entered the combat zone/qualified hazardous duty area (or began performing qualifying service outside the combat zone/qualified hazardous duty area) before the period of time to take the action began, your deadline is extended by the entire period of time you have to take the action.  There are extensions in addition to the combat exclusion provisions in the federal tax code applicable to soldiers, including reservists, and other civilians.  

The deadline extension provisions also apply to federal estate and gift tax returns. However, the deadline extension provisions do not apply to other federal tax and information returns, such as those for corporate income tax or employment taxes.  Telephone calls that originate within the combat zone and that are made by members of the U.S. Armed Forces serving there are exempt from the federal excise tax on toll telephone service, provided a properly executed certificate of exemption is furnished to the telephone service provider receiving payment for the call.

If the tax filer needs an extension not covered in this article, he or she should consult their legal assistance attorney or tax advisor.  If you do not qualify for the deadline extension provision, your 2002 return is due by the regular due date, April 15, 2003 (June 17, 2003, if you are stationed outside the United States and Puerto Rico on April 15). Interest on any unpaid tax will be charged from April 15.


State Taxes  Generally, most states follow the federal government’s lead in granting tax relief for service members in a CZ or QHDA.  However, the manner in which the various states reach that determination, the amount of exclusion, and the amount of time extended to handle tax matters and file tax returns varies from state to state.  

Some states have enacted legislation, which in effect adopts the applicable sections of the federal Internal Revenue Code dealing with CZ extensions, exclusions and other benefits.  Other states enact specific legislation dealing with each CZ or a QHDA designation.  

The states are very diverse in the treatment of penalties and interest.  Some states “waive” penalties and interest during the combat zone extension period.  Other states “abate” or “forgive” penalties and interest during the combat zone extension period.  A few states simply state in policy guidance that service members will not be charged interest and penalties during the CZ extension period.  Some states simply do not provide explicit guidance regarding the treatment of interest and penalties.  

For more information summarizing each state tax rule, refer to the December 1999 issue of the Army Lawyer for an informational article on the subject or see your local legal assistance attorney.

 
Extension Applicability  U.S. Armed Forces personnel serving outside the combat zone are not entitled to the military pay exclusion, unless they are serving in direct support of military operations in the combat zone for which they receive hostile fire/imminent danger pay.  The following countries currently qualify as either a combat zone (CZ) or a qualified hazardous duty area (QHDA) for 2002 tax year filing purposes:

(1)  Afghanistan Area (CZ): Pakistan, Tajikistan, Jordan, Uzbekistan, and Kyrgyzstan  

(2)  Kosovo Area (CZ):  Federal Republic of Yugoslavia, Albania, the Adriatic Sea, the Ionian Sea (north of the 39th parallel, including all the air space in connection with the Kosovo operation)

(3) The Persian Gulf Area (CZ):  the Persian Gulf, the Red Sea, the Gulf of Oman, the part of the Arabian Sea that is north of 10 degrees north latitude and west of 68 degrees east longitude, the Gulf of Aden, and the total land areas Iraq, Kuwait, Saudi Arabia, Oman, Bahrain, Qatar, and the United Arab Emirates

(4) Bosnia and Herzegovina (QHDA)

(5) Croatia (QHDA)

(6) Macedonia (QHDA)

Your service branch must certify your entitlement on the Form W-2 it provides you. If you believe you are entitled to the exclusion, but it is not reflected on your Form W-2, ask your service branch to issue a corrected Form W-2.  The actions to which the deadline extension provision applies include: 

· Filing any return of income, estate, or gift tax (except employment and withholding taxes), 

· Paying any income, estate, or gift tax (except employment and withholding taxes), 

· Filing a petition with the Tax Court for redetermination of a deficiency, or for review of a Tax Court decision, 

· Filing a claim for credit or refund of any tax, 

· Bringing suit for any claim for credit or refund, 

· Purchasing a replacement home to postpone paying tax on the gain on the sale (before May 7, 1997) of your old home, 

· Making a qualified retirement contribution to an IRA, 

· Allowing a credit or refund of any tax by the IRS, 

· Assessment of any tax by the IRS, 

· Giving or making any notice or demand by the IRS for the payment of any tax, or for any liability for any tax, 

· Collection by the IRS of any tax due, and 

· Bringing suit by the United States for any tax due. 

PRIVATE "TYPE=PICT;ALT=TaxTip: "
Power of Attorney and Filing the Tax Return  If you are acting on behalf of someone serving in a combat zone/qualified hazardous duty area, a special power of attorney is normally used and needs to meet specific criteria.  IRS Form 2848 may be used to this purpose.  If you do not have a power of attorney from that person specifying that you can handle federal tax matters, the IRS will accept a general power of attorney or other statement signed by that person that authorizes you to act on his or her behalf. A copy must be attached to the tax return.  If it is not possible for the spouse of someone serving in a combat zone/qualified hazardous duty area to obtain that person's signature on a joint return, power of attorney form, or other signed authorization to act on his or her behalf, the IRS will accept a written statement explaining that the husband or wife is serving in a combat zone/qualified hazardous duty area. The statement must be signed by the spouse filing the tax return and attached to the return. 

When filing federal income taxes using the extension period, the tax filer should write the phrase “combat exclusion” on the top of the tax filing and include a cover letter to the IRS explaining where and for what period the tax payer was deployed during the tax year.  The IRS also has an information paper entitled, Armed Forces’ Tax Guide (Publication 3, Cat. No. 46072M), for use in preparing 2002 returns.


Amount of Tax Exclusion  If you serve in the combat zone as an enlisted person or as a warrant officer (including commissioned warrant officers) for any part of a month, all your military pay received for military service that month is excluded from gross income. For commissioned officers, the monthly exclusion is capped at the highest enlisted pay, plus any hostile fire or imminent danger pay received.

Contacting the IRS  The Internal Revenue Service has established an e-mail address to provide a means for taxpayers in a Combat Zone to correspond with the IRS on specific questions related to filing and payment issues and to update their combat zone status in order to qualify for relief provisions. The site is appropriately titled mailto:combat@irs.gov

HYPERLINK "mailto:combatzone@irs.gov"
combatzone@irs.gov and is currently operational. The assistors answering the e-mails at this address are trained to answer specific questions from military personnel in combat zone areas. 

For further additional, contact the 82d Airborne Division Legal Assistance Office at 910-432-0195.
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