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NSA Reminds Military Personnel to

Take Advantage of Tax Breaks
ALEXANDRIA, VA, November 19, 2013 – November is National Military Family Month, so it’s a good occasion to remind military personnel and their families to take advantage of the many tax breaks and extensions available from the Internal Revenue Service (IRS).
The National Society of Accountants (NSA) reminds those serving in the U.S. Armed Forces that they receive special tax-filing consideration for serving overseas and especially if serving in a combat zone. Several states also offer tax breaks to military members and their families.
For federal tax purposes, the U.S. Armed Forces includes officers and enlisted personnel in all regular and reserve units controlled by the Secretaries of Defense, the Army, Navy, Air Force and the U.S. Coast Guard. Those in the U.S. Merchant Marine or the American Red Cross and other support personnel may qualify for certain tax deadline extensions if serving in a combat zone.

Combat zones currently include the Arabian Peninsula, Kosovo and Afghanistan. Other overseas military operations areas qualifying for combat-zone status include Bosnia, Herzegovina, Croatia, Macedonia and nations and some parts of nations and seas where the military supports operations Enduring Freedom and Iraqi Freedom.
Federal tax and filing breaks
Filing deadline extensions. These apply to most tax actions required on or after the beginning date a member of the armed forces entered a combat zone or the date they began serving in that zone, whichever is later. Extensions also apply for spouses of personnel serving in combat zones and for periods that military personnel are continuously hospitalized outside of the United States as a result of injuries sustained while serving in a combat zone, plus 180 days. Individuals supporting armed forces in combat zones also qualify for some extensions.
Combat pay exclusions. Personnel serving in a combat zone can exclude certain combat pay from their income with no need to show the exclusion on a tax return because qualified pay isn’t included in the wages reported on a Form W-2, Wage and Tax Statement.

Qualified types of pay include that for active duty in any month in a combat zone; imminent danger/hostile fire pay; reenlistment bonuses; pay for accrued leave and for duties in clubs, messes, and post and station theaters; awards for suggestions, inventions or scientific achievements; student loan repayments; and state bonuses for service in a combat zone.
The Basic Allowance for Housing, Basic Allowance for Subsistence, Housing and cost-of-living allowances overseas and the Overseas Housing Allowance compensation are also excluded from gross income, according to the IRS. Military family dependents receive some exclusions from gross income, too, including certain educational expenses for dependents, emergencies, evacuation to a place of safety and separation.

Earned Income Tax Credit (EITC). Many military families rely on the EITC, a credit for taxpayers with low to moderate incomes, to make ends meet while a loved one serves overseas. Military personnel can include nontaxable combat pay as earned income to figure the EITC if it increases the credit. Either way, combat pay remains nontaxable.

Moving expense deduction. Active duty service personnel who move because of a change of duty location may deduct what the IRS calls “reasonable unreimbursed expenses” of moving themselves and their families.
Uniform deductions. Armed forces reservists can deduct the unreimbursed cost of uniforms if regulations forbid wearing it except while on duty. Also, if local military rules restrict wearing of fatigues off duty, military members can deduct the amount by which the cost of buying and keeping up these uniforms exceeds their uniform allowance.
Reservists’ travel deduction. Members of the U.S. Armed Forces Reserves may deduct certain travel expenses, including unreimbursed expenses for traveling more than 100 miles away from home to perform reserve duties.

Nontaxable Reserve Officers’ Training Corps (ROTC) allowances. Allowances to ROTC students in advanced training are not taxable.
Filing help. Most military bases offer free tax preparation and filing assistance during the filing season and after.

Potential employer breaks. The VOW to Hire Heroes Act provides employers with tax credits for hiring veterans and disabled veterans who are out of work. The Act also provides up to a year of additional Montgomery GI Bill benefits to qualify for jobs in high-demand sectors, training to compete in the job market, streamlining of the often-lengthy process of getting a civil service job and help translating military skills and training to civilian sector jobs.

States’ military taxpayer benefits

· Montana, Arizona, New Mexico, Oklahoma, Iowa, Illinois, Michigan and Kentucky do not tax active duty military pay.

· California, Ohio, Pennsylvania and Vermont do not tax active duty pay earned outside the state.

· Louisiana and Idaho residents pay no state income tax on their active duty pay if they’re stationed outside the state for 120 consecutive, uninterrupted days.

· Oregon, West Virginia, New Jersey, New York and Connecticut do not tax active duty pay if certain qualifications are met. 

· Hawaii, Wisconsin, Minnesota, Missouri, Indiana, North Dakota, Arkansas, Virginia, Maryland and Massachusetts offer military personnel varied tax deductions, exemptions and credits.

· Military members pay no state income tax in the state where they’re stationed.

· Service members stationed in but not residents of Samoa, Guam, Puerto Rico, the Virgin Islands or the Northern Marianas must file only a federal return.
If you’re a member of the military or a family member of someone serving and you need tax help, seek a qualified professional from NSA (http://www.nsacct.org/).
# # #

NSA and its affiliates represent more than 10,000 members who provide accounting, auditing, tax preparation, financial and estate planning, and management services to approximately 19 million individuals and business clients. Most members are sole practitioners or partners in small- to medium- size accounting firms. NSA protects the public by requiring its members to adhere to a strict code of ethics. For more information, visit www.nsacct.org.

