Tax Relief for Those Affected by (2) Section 112 (relating to the exclusonnel involved in the peacekeeping e

Operation Allied Force sion from gross income of certain combaforts in Bosnia and Herzegovina, Croati
pay received by members of the U.Sand Macedonia.
Notice 99-30 Armed Forces);
PURPOSE (3) Section 692 (relating to incomeQUESTIONS AND ANSWERS
taxes of members of the U.S. Armed 1pq fol10wing questions and answer
This notice provides guidance in & ©rces on death); generally apply to members of the U.¢

question and answer format on the tax re- (4) Section 2201 (relating to membery o4 Forces on active duty and are p:
lief provided under Executive Order No0f the U.S. Armed Forces dying in & cOMge ey after the questions and answers
13119, 64 Fed. Reg. 18797 (April 16Pat zone or by reason of combat-zone-irkytice 96-34, 1996-1 C.B. 379 (Tax Re
1999) (Executive Order), and the Act ofUred wounds, etc.); o lief for Those Affected by Operation Join
April 19, 1999 (Act), Pub. L. No. 106-21, (5? Section 3401(a)(1) (defining Wage%Endeavor). Any reference in the follow
113 Stat. 34 (1999), for U.S. military anc{elatmg to combat pay for members of thﬁ1g guestions and answers to a “comb
support personnel involved in the militaryU'S"A‘rmec_i Forces); . zone” also includes a “qualified haz
operations in the Federal Republic of (6) Section 4253_(d) (re_Ia_tmg_ 10 taxas, o5 duty area” that, under the Act,
Yugoslavia (Serbia/Montenegro), Alba-'on of phone service originating frqmtreated as a combat zone. For additior
nia, the Adriatic Sea, and the lonian Se@embers of the U.S. Armed Forces in fhformation on the tax treatment of merr

bat zone); . .
north of the 39th parallel. com S . bers of the U.S. Armed Forces includin
(7) Section 6013(f)(1) (relating to areservists, decedents, or persons missi

BACKGROUND joint return where an individual is "Min action, consult Publication 3, Armec

missing status); and , ;
The Executive Order, effective March (g) Section 7508 (relating to the time' orces’ Tax Guide.

24, 1999, designates the Federal Republigy performing certain acts (including fil- PART 1 — MILITARY PAY

of Yugoslavia (Serbia/Montenegro), Alba-ing, paying, assessing, collecting, claimEXCLUSION

nia, the Adriatic Sea, and the lonian Segyq 3 refund, and litigating) postponed by

north of the 39th parallel (including thereason of service in a combat zone). Q-1: Which geographic areas are include

airspace above these areas) as a combatjnder both the Executive Order andn the combat zone covered by this n

zone for purposes of § 112 of the Internghe Act, the deadline extension provision§ce?

Revenue Code. under § 7508 apply to members of thé-1: The geographic areas included in tf
The Act generally provides that, fory.s. Armed Forces (and those serving ifombat zone are the Federal Republic

purposes of certain provisions of theuypport of the U.S. Armed Forces) in th&’ugoslavia (Serbia/Montenegro), Alba

Code, a qualified hazardous duty aregombat zone or qualified hazardous dutgia, the Adriatic Sea, and the norther

shall be treated in the same manner as ifdtea. Under the Act, during the period théonian Sea above of the 39th parallel (ir

were a combat zone under § 112. The Agpecial pay entitlement is in effect in thecluding the airspace above these areas)

defines t”he term “qualified hazardousederal Republic of Yu_goslavia (_Se_r'Q-Z: | am a member of the U.S. Arme

duty area” to mean any area of the Federpla/Montenegro), Albania, the Adriatic

) . ) ' Forces assigned to perform services in t
Republic of Yugoslavia (Serbia/MonteneSea, and the northern lonian Sea (abovgyiatic Sea. I any part of my 1999 mil
gro), Albania, the Adriatic Sea, and thehe 39th parallel), the deadline eXtensiof,ry oy for-serving in this area exclude

northern lonian Sea (above the 39th parabrovisions under § 7508 also apply to aRom gross income?

lel) if, as of the date of enactment of théndividual in other areas who (1) is per-y ,. Yes. The Adriatic Sea is in the com

Act, any member of the U.S. Armedforming services as part of Operation Aly .~ " ¢ you serve in the combat zo!
Forces is entitled to special pay under sefied Force, (2) is outside the UnitedaS an eﬁlisted person for any part of
tion 310 of title 37, United States CodeStatesand(3) is deployed away from that \_ooth all your military pay received fol
(relating to special pay: duty subject tandividual’'s permanent duty station. ’

L T . ) military service that month is exclude
hostile fire or imminent danger), for ser- The Act is generally effective on March Y . L .
. ) o from gross income. Commissioned off
vices performed in any of these areas, b4, 1999, except for the modifications tq

. . . . . . ) cers have a similar exclusion, but it is lirr
only during the period the entitlement igshe income tax withholding rules of. . .
) . ited to the maximum enlisted amount pe
in effect. On the date of the enactment & 3401(a)(1), which apply to amounts . . (currently $4.653). Amounts ex
the Act, members of the U.S. Armedpaid after April 19, 1999, the date of en- ’ '

) ; cluded from gross income are not subje
Forces were entitled to special pay foactment of the Act. to federal income tax.

services performed in all these areas. This notice is in addition to the guid-
The provisions of the Code within theance provided under Notice 96—34, 1996Q-3: My husband and | are both enliste
scope of the Act are as follows: 1 C.B. 379. Notice 96-34 provides taypersonnel serving in the U.S. Arme

(1) Section 2(a)(3) (relating to the sperelief under the Act of March 20, 1996,Forces in the combat zone. Are we bo
cial rule where a deceased spouse wasfub. L. No. 104-117, 110 Stat. 82%ntitled to the income tax exclusion fo
missing status); (1996), for U.S. military and support per-military pay?



A-3: Yes. Each of you qualifies for the in-Q-7: My brother, who is a civilian in the A-10: For both questions, the answer |
come tax exclusion for your military pay. merchant marine, is on a ship that trangtes. In general, the deadlines for pe
Q-4: 1 am a member of the U.S. Armecﬂo_rts military supplies between theforming certain actions applicable to h'|:

. . o nited States and the combat zone. Is Hiederal taxes are extended for the peri
Forces stationed in Italy. | fly missions

. o entitled to the combat zone military payof his service in the combat zone on ¢
over Yugoslavia as part of the military op-

. : xclusion? after March 24, 1999, plus 180 day
erations in the combat zone. Is any par L . . . .
hy A-7: No. Those serving in the merchanthereafter. During this extension perioc
of my military pay excluded from gross . . .
income? marine are not members of the U.Sassessment and collection deadlines w
A-4: Yes. You are serving in the combaf‘rrne<j Forpes. Th_e combat zone m|I|tarjo_e extended, and mtere_st and_pena_lhes
ay exclusion applies only to members dffibutable to the extension period will no

zone. See Q & A 2 for a discussion of th&
amount of your military pay that is eX_the U.S. Armed Forces. The U.S. Armedbe charged.

cluded. Forces include all regular and reservg?_ll: Assuming the same facts as |

components of the uniformed service : ;
o - uestion 10, would my son still have a
Q-5: If I am injured and hospitalizedthat are under the control of the Secre§l y

while serving in the U.S. Armed Forces inaries of Defense, Army, Navy, and AireXtenS|on for filing and paying his federz

the combat zone. is anv of my militar I he C Guard individual income taxes if he has un
pay excluded from’ grossyincomé/? Yrorce, as well as the Coast Guard. earned income from investments?
A-5: Yes. Military pay received by en-Q-8: My husband is a member of the U.SA-11: Yes. The extension applies withot

listed personnel who are hospitalized as‘a'med Forces performing services as paregard to the source of your son's incom

result of injuries sustained while servind®! OPeration Allied Force in ltaly. He is

in the combat zone is excluded from gros@Ot receiving hostile fire/imminent dange

income for the period of hospitalization P&y S he entitled to the military pay exyoyisions continue to apply if my son i
subject to the 2-year limitation provided!USion? hospitalized as a result of an injury su:
below. Commissioned officers have 4'8' NO. U.S. Armed Forces personnelyineq in the combat zone?

similar exclusion, but it is limited to the S€Ving outside the combat zone are N9 15. yes. The deadline extension prov
maximum enlisted amount per month&ntitled to the military pay exclusion, un-jons \ill apply for the period that your
See Q & A 2. These exclusions fron]€SS they are serving in direct support of,, js continuously hospitalized outsid
gross income for hospitalized enlistednilitary operations in the combat zone fog¢ the ynited States as a result of injurie
personnel and commissioned officers enfNich they receive hostile fire/imminentgstained while serving in the combe
2 years after the date of termination of thd@nger pay. For a more detailed discusyne  including 180 days thereafter. F
combat zone. sion of the tax treatment of military per-qgpitalization inside the United States

_ - o sonnel, see Publication 3. For a disCugne extension period cannot be more th
Q-6: My wife is currently serving in the sjon of possible extension of deadlines; years
U.S. Armed Forces in the combat zongee Q & A's 26 and 27. '

Q-12: Assuming the same facts as |
rquestion 10, will the deadline extensio

and will be eligible for discharge when Q-13: Do the deadline extension provi

she returns home. If she is dischargeldART 2 — EXTENSION OF sions apply only to members of the U.¢

upon her return, will the payment for theDEADLINES Armed Forces serving in the combe

annual leave that she accrued during h o ... zone?

service in the combat zone be excludeé'g: | have been serving in the Adriatic -13: No. The deadline extension provi
ea since April 1, 1999. | understand that =

from gross income? the deadline for performing certain ac_S|ons also apply to individuals serving it
A-6: Yes. Annual leave payments mad:]gI P 9 the combat zone in support of the U.¢

to enlisted members of the U.S. Armed ° "~ required by the internal reVenue imed Forces, such as Red Cross perst
aws is extended as a result of my service.

Forces at the time of their discharge frone) . . nel, accredited correspondents, and civ
. . On what date did these deadline exten- . o
the service are excluded from gross in- lan personnel acting under the direction

. "
come to the extent the leave was accrued: > begin’ . . .. the U.S. Armed Forces in support of thos
A-9: The deadline extension prOV|S|on§

. . orces.
ﬁ\pply to most tax actions required to be

during any month in any part of which the
member served in the combat zone. performed on or after March 24, 1999, oQ-14: My son is a civilian explosive spe

our wife is a commissioned officer, a S . o o
your the date you began serving in the combatalist who is in the combat zone trainin
portion of the annual leave payment she . : o

. . zone, whichever is later. In your case, thg.S. Armed Forces personnel serving |
receives for leave accrued during an

X ! }ﬁate that the deadline extensions begantise combat zone. Do the deadline exte
month in any part of which she served "A . . . >
the combat zone may be excluded Theprll 1, 1999. sion provisions apply to my son?

' A-14: Yes. The deadline extension prov

leave payment cannot be excluded to th@-10: My son is a member of the U'S'sions aoolv to vour son because he
extent it exceeds the maximum enlistedrmed Forces who is now serving in the bply toy

amount (see Q & A 2) for the month ofcombat zone. Is he entitled to an exterﬁivbng |2rtlfr1](:dc|():r:rt22tszone n support (
service to which it relates less the amoursion of time for filing and paying his fed- o '
of military pay already excluded for thateral income taxes? Are any assessment@r15: My husband is a private busines:

month. collection deadlines extended? man working in Albania on nonmilitary



projects. Do the deadline extension praJ.S. Armed Forces will provide your hus-A-21: Yes. Your wife can make a timely
visions apply to my husband? band with instructions on how to notifyqualified retirement contribution for 1998
A-15: No. Other than military personnelithe IRS of your children’s eligibility to re- to her IRA on or before the extended dead
the only individuals working in the com- ceive this extension of time to file. Sincdine for filing her 1998 income tax return
bat zone that are entitled to the deadlingour older child may be entitled to a reunder the deadline extension provisions.
extension provisions are those serving ifund of tax, she may want to file her fed-, . L
support of the U.S. Armed Forces. eral individual income tax return and ob%eza'_sl\{lir?:;tgigr\g:sir?i?:g;ﬁg’;%:
Q-16: | am a member of the U.S. Armedaln her refund. on March 24, 1999, did not make his first
Forces serving in the combat zone. D@-19: | am a member of the U.S. Armedstimated tax payment for 1999 which
the deadline extension provisions apply tgorces serving in the combat zone. Mwas due April 15, 1999. Will my brother
my husband who is in the United States?spouse and our three children live in oupe liable for estimated tax penalties?
A-16: Yes. The deadline extension provihome in the United States. During 1998A-22: No. Your brother is covered by the
sions apply not only to members serving, child care provider took care of our childeadline extension provisions and will not
in the U.S. Armed Forces (or individualsdren in our home. We are required to fil®¢€ liable for any penalties if he files and
serving in support thereof) in the combag Schedule H, Household Employmen@ays any tax due by his extended filing
zone, but to their spouses as well, witlraxes, as an attachment to our federal iflue date. The U.S. Armed Forces will
two exceptions. First, if you are hospitalgjyvidual income tax return to report theProvide your brother with instructions on
ized in the United States as a result gkderal employment taxes on wages wBow to notify the IRS of his eligibility to
injuries received while serving in thepaid to our child care provider. Do the'€ceive tax relief.

combat zone, the deadline extension prereadiine extension provisions apply to they.»3: My son, who is a member of the
visions would not apply to your husbandiling of Schedule H as an attachment tg) s, Armed Forces, was on an installmen
Second, the deadline extension provisionsyr federal individual income tax return? péyﬁwent plan with the IRS for back in-
for your husband do not apply for any tax.19: ves. The deadline extension provicome taxes before he was assigned to tt
year beginning more than 2 years after thgons apply to all schedules and forms thalympat zone. What should be done no
date of the termination of the combat zongye filed as attachments to the federal ifhat he is in the combat zone?

designation. dividual income tax return. A-23: The IRS office where your son was
Q-17: Assuming the same facts as i'fD-ZO: | am a member of the U.S. Armed"@king payments should be contacted
question 16, will my husband have to filecy a5 who served in the combat zone HBECAUSE your son is serving in the combe
a joint tax return in order to benefit fromginning on March 24, 1999. If | serve inZOne he will not have to make payment:
the deadline extension provisions? the combat zone until May 17, 19990N his past due taxes for his period of sel
A-17: No. The deadline extension provi-When will 1 be required to file my federaIVice in the combat zone plus 180 days
sions apply to both spouses whether joinf i iqual income tax return for 19982 N0 additional penalties or interest will be
or separate returns are filed. If your hus; charged during the deadline extension pe
band chooses to file a separate return, i
will have the same extension of time t

file and pay his taxes that you have.

-20: You must file your 1998 federal in-
fuidual income tax return on or before %"

Hecember 6, 1999, 203 days after you lef-24: My son, who is a member of the
the combat zone. The deadline extensian.S. Armed Forces serving in the comba
Q-18: My husband is serving in the U.Speriod consists of the sum of the followzone, will file his federal individual in-

Armed Forces in the combat zone. Iing: come tax return for 1998 after April 15,
1998, our son, who is 12 years old, re- (1) 180 days from the date you left thed- 999, but on or before the end of the
ceived $700 of interest income. Oulag 180 deadline extension for filing that return.

daughter, who is 17 years old, received (2) The number of days remaining (aé"e expects to receive a refund. Will the
$2,000 of earned income from part-timey iha date you entered the area) to pe\BS pay interest on the refund?

work and $900 of interest income. W&orm the required act (in your case, filingA'24: Yes. The IRS will pay interest from
claim both children as dependents on °L§four 1998 federal individual income tax”Pril 15, 1999, on a refund issued to you

federal i-ndi.vi.dual income tax return. Arereturn, 3/24/99 to 4/15/99). . . . .. 23 ;on if he files his 1998 federal individual
federal individual income tax returns re- Total income tax return on or before the due
quired to be filed for our children while oy date of that return after applying the dead
my husband is in the combat zone? Q-21: My wife is a member of the U.S.line extension provisions. The U.S.

A-18: No. Federal individual income taxArmed Forces serving in the combairmed Forces will provide your son with
returns for your dependent children argone. Can she make a timely qualified rénstructions on how to notify the IRS of
not required to be filed while your hus-tirement contribution for 1998 to her indi-his eligibility to receive tax relief. If his

band is in the combat zone. Instead, thesédual retirement account (IRA) after1998 return is not timely filed on or be-
returns will be considered timely if filed April 15, 1999, and on or before the dudore the due date after applying the dead
on or before the deadline for filing yourdate of her 1998 federal individual in-line extension provisions, no interest will
federal individual income tax return undecome tax return after applying the deadse paid on the refund except as provide
the deadline extension provisions. Théne extension provisions? under the normal refund rules.



Q-25: Do the deadline extension proviQ-29: My husband and | are civilian emthe combat zone be reported on my 19
sions apply to federal tax returns otheployees of defense contractors. | work ifform W-2, Wage and Tax Statement?

than the federal individual income tax rethe United States and my husband ten#-32: Military pay attributable to your ac-
turn? porarily works in Germany. Our jobs in-tive service in the combat zone that is e
A-25: Yes. The deadline extension provivolve the production of equipment usedluded from gross income will not be re
sions also apply to federal estate and gifty the U.S. Armed Forces for Operatiorported on your 1999 Form W-2 in the bo
tax returns. However, the deadline exterAllied Force. Do the deadline extensiormarked “Wages, tips, other compens:
sion provisions do not apply to other fedprovisions apply to either of us? tion.” However, military pay for such
eral tax and information returns, such a8-29: No. The deadline extension proviservice is subject to social security an
those for corporate income tax or employsions do not apply to civilian employeesnedicare taxes and will be reported ¢
ment taxes. of defense contractors unless they angur 1999 Form W-2 in the boxes marke

Q-26: | am a member of the U.S. Arr,nyservmg in the combat zone in support ofSocial security wages” and “Medicare

that was deployed to Italy to perform serEhe U.S. Armed Forces. wages and tips.”

vices as part of Operation Allied ForcepaRT 3 — MISCELLANEOUS Q-33: I'm an officer serving in the com-
My permanent duty station is in theproVISIONS bat zone. | have made monthly contribt
United States where my spouse resides. tions to an individual retirement accour

Do the deadline extension provisions foR-30: My daughter is a member of thq|ra) for 1999. In view of the military
filing and paying our federal individual U.S. Armed Forces serving in the combaiay exclusion for my service in the com
income taxes apply to me? zone. She makes calls to me here in they zone, | may have little or no taxabl
A-26: Yes. Any member of the U.S.United States. Are these calls exempdompensation for 1999 and may not be ¢
Armed Forces who is performing servicedrom the federal excise tax on toll telejgiple to make an IRA contribution for
as part of Operation Allied Force outsidgphone service? 1999. If my taxable compensation is les
of the United States while deployed awa-30: Yes. Telephone calls that originatenan $2000, should | withdraw the portio
from that individual's permanent duty stawithin the combat zone and that are madg my contributions that exceeds my tax
tion qualifies for the deadline extensiorpy members of the U.S. Armed Forcegpe compensation?

for filing and paying federal individual in- serving there are exempt from the federg|_33. ves In general, any amount cor
come taxes. The deadline extension prexcise tax on toll telephone service. If gipyted to your IRA that is more than th
visions also apply to that member’scalling card or collect call is made, a Celymaller of (1) your taxable compensatior
spouse. tificate of exemption must be furnished tq,, (2) $2000, is an excess contributio

) . he telephone service provider receiving 4 must be withdrawn to avoid a 6 pe
:ﬁ'ezﬁ gﬂyAT;Sebdar;%rggo ilss :t nr:|es mkfr:n(;%_)ayment for the call. The exemption cerzgnt excise tax. Once you are surepth
nent duty station in Italy erforminp ser-cate (which may be obtained from the o, taxaple compensation will be les
vices asy art of O era)t/iopn Allied I(‘;lorcetele':)hone service provider) should bean $2000, you should withdraw the po
Do the dgad”ne gxtension provisionéigned and dated_ by the telephor?e Su'ﬂbn of your contributions that exceed
apply? criber and contain the following infor- our taxable compensation. You will no

A-27: No. U.S. Armed Forces personneﬁnation: the amount and point of origin O%he taxed on the distributed amount if yo

serving at their permanent duty Statiorﬂ:]esczlrlr,n?de Fn(?r?ees Ofetr?c?rmmire]m:(irrvget??eceive the distribution on or before th
outside the combat zone are not entitled {9 periorming "Yeadline for filing your 1999 federal indi-

the deadline extension provisions. For Sidual income tax return after applying

%ame of the telephone service provide . . -
more detailed discussion of the tax treat- b P the deadline extension provisions. Yo

. .__and a statement that the charges are ex- . .
ment of military personnel, see Publica- g §ay not take a deduction with respect |

tion 3. emptlf;)m tax ugdzr § 4253(d) of the In'these distributed contributions. You mu:
ternal Revenue Code. also withdraw the amount of net incom

Q2|8 I am Ia Depart_men(; of ll?'efens%_e)l: If the federal excise tax has alreadgttributable to the distributed contribu
cvi |arf1 employee stat|onted Itn tutr}garybeen paid on the toll telephone service itions while they were assets of the IRA
away from my permanent duty station | & A 30, can a refund be obtained? Any of that net income is includible in

:/?Segr;;edafttitf % le?;qtio%egﬁirerzlnlgofc(zA'gl: Yes. If the federal excise tax has alyour gross income for 1999. For furthe
Do the dzadline gxtension Covisiond€ady been paid on that toll telephone seinformation, see Publication 590, Individ
apply to me? P vice, a refund may be obtained eitheual Retirement Arrangements (IRAs) (In

s . . from the telephone service provider thatluding Roth IRAs and Education IRAS).

A-28: Yes. The deadline extension provi- !

sions apply to you. Although you are nogollected the tax, or from the IRS by f”'Q—34: Assuming the same facts as que
. ing Form 8849, Claim for Refund of Ex-

serving in the combat zone, you are a De- - "~ tion 33, how will the financial institution
L cise Taxes, and providing the exemptlor}1 o .
partment of Defense civilian employee " " . . that distributes my 1999 IRA contribu-
: . certificate described in A-30. . SR T
performing services away from your per- tions to me report this distribution?
manent duty station as part of Operatio®-32: How will my military pay for ac- A-34: The financial institution will report
Allied Force. tive service in the U.S. Armed Forces irthe entire amount of the distributior



(1999 distributed contributions and attribmay seek assistance by calling the IRS 4677; and the London Office at (44) (171
utable net income) on Form 1099-R, Dis1-800-829-1040. 408-8077, or via fax at (44) (171) 495-
tributions From Pensions, Annuities, Re- The IRS offices in Rome, Italy, Bonn,4224.
tirement or Profit-Sharing Plans, IRAs,Germany, Paris, France, and London, Taxpayers with access to e-mail ma
Insurance Contracts, etc. However, iEngland, can also assist you with youdirect questions relating to the tax relie
should report only the amount of any nefederal income tax questions. You mayliscussed in this notice to *Alliedforce@
income attributable to the distributed coneontact the Rome office by calling [39]ccmail.irs.gov which is the IRS e-mail ad-
tributions as the “Taxable amount” on(06) 4674-2560, or via fax at [39] (06)dress for this information.
Form 1099-R. 4674-2223; the Bonn office by calling

[49] (228) 339-2119, or via fax at [49]
PART 4 — INQUIRIES (228) 339-2810; the Paris Office at (33)
Taxpayers within the United Stateq1) 4312-2555, or via fax at (33) (1) 4312-



