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Free tax guide focuses on tax benefits for members of the military

There are many tax benefits for members of the military, their families and disabled
veterans.

IRS Publication 3, Armed Forces’ Tax Guide, is a free booklet packed with valuable
information and tips designed to help service members and their families take
advantage of all tax benefits allowed by law. Information available in this publication
includes:

e Certain combat pay can be excluded from income.

o Armed forces reservist expenses whose reserve-related duties take them more
than 100 miles from home can deduct their unreimbursed travel expenses as an
adjustment to income rather than as a miscellaneous itemized deduction.

« Members of the armed forces on active duty who move because of a permanent
change of station are not required to meet the time and distance tests to deduct
eligible unreimbursed moving expenses.

o Low- and moderate-income service members often qualify for family-friendly tax
benefits, such as the Earned Income Tax Credit. A special computation method is
available for those who receive combat pay.

e Low- and moderate-income service members who contribute to an IRA or 401(k)-
type retirement plan, such as the federal government’s Thrift Savings Plan, can
often claim the Saver's Credit, also known as the Retirement Savings Contributions
Credit, on Form 8880, Credit for Qualified Retirement Savings Contributions.

e Service members stationed outside the U.S. and Puerto Rico qualify for a two-
month extension to file a federal income tax return. An extension to file does not
mean you have an extension of time to pay any tax due.

« The deadline for filing tax returns, paying taxes, filing claims for refund, and taking
other actions with the IRS is extended for those serving in a combat zone.

e Service members may qualify to delay payment of income tax due before or during
their period of service. See Publication 3 for details including how to request relief.

Service members who prepare their own return qualify to electronically file their federal
return for free using Free File. In addition, the IRS partners with the military through the
Volunteer Income Tax Assistance program to provide free tax preparation to service
members and their families. The VITA webpage has information on how to qualify for
these programs and links to online search to locate the nearest VITA site in your area.



https://www.irs.gov/uac/about-publication-3
https://www.irs.gov/credits-deductions/individuals/earned-income-tax-credit
https://www.irs.gov/credits-deductions/individuals/earned-income-tax-credit/special-eitc-rules
https://www.irs.gov/credits-deductions/individuals/retirement-savings-contributions-credit-savers-credit
https://www.irs.gov/uac/about-form-8880
https://www.irs.gov/uac/free-file-do-your-federal-taxes-for-free
https://www.irs.gov/individuals/free-tax-return-preparation-for-you-by-volunteers

Special tax considerations for veterans with disabilities

Disability compensation and pension payments for disabilities paid either to veterans or
their families by the Department of Veterans Affairs are not taxable. In addition, disabled
veterans may be eligible to claim a federal tax refund based on:

e anincrease in the veteran's percentage of disability from the Department of
Veterans Affairs (which may include a retroactive determination) or

« the combat-disabled veteran applying for, and being granted, Combat-Related
Special Compensation, after an award for Concurrent Retirement and Disability.

To do so, the disabled veteran must file an amended return, Form 1040X, Amended
U.S. Individual Income Tax Return, to correct a previously filed tax return. See
Publication 525, Taxable and Nontaxable Income, for more information.

If needed, veterans should seek assistance from a competent tax professional before
filing an amended return based on a disability determination. Refund claims based on
an incorrect interpretation of the tax law could subject the veteran to interest and
penalty charges.

Posted: July 1, 2016



https://www.irs.gov/individuals/military/special-tax-considerations-for-veterans
https://www.irs.gov/individuals/information-for-veterans-with-disabilities
https://www.irs.gov/uac/about-form-1040x
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