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The tax year is upon us and as we all know doing taxes is no fun.  Should the mood strike you to tackle your taxes soon; make sure to read IRS Pub 3.  IRS Pub 3 covers the Armed Forces, with our Coasties in mind.  There is just one problem; IRS Pub 3 for 2006 is not yet off the presses.  If you can wait; hold off for a few weeks, it won’t make you late.  The following is a summary of interesting topics.  If you are about to turn me off as well, check out this web site (� HYPERLINK "http://www.irs.gov/publications/p3/ar01.html" ��http://www.irs.gov/publications/p3/ar01.html�) 





Before we get rolling there are two things I must mention; one involves VITA, the other legislation.  If you have previously volunteered in the past or think you may be interested in volunteering to assist in the VITA program, the number to call is [(216)902-6010]; Petty Officer Fuentes will answer your questions.  As the director of D9’s VITA initiative, PO Fuentes knows this stuff and has participated in the program at other units.  VITA info will soon be distributed; via email, our website and other methods.





If you declare Ohio to be your domicile for tax purposes (as in its listed on your LES), know that for the coming tax year (2007) most if not all of your military pay will be EXEMPT from Ohio state income tax, so long as you are deployed or stationed outside of Ohio.  The law (substitute House Bill 73) was signed on January 2, 2007, and goes into effect 90 days thereafter.  It is NOT retroactive, so unfortunately you WILL owe taxes to the Buckeye state on your military income for the tax year 2006.  More information will follow.  If you have specific questions, give the legal office a call and we will try to answer them.  Now on to Pub 3.





Publication 3 is entitled “Armed Forces Tax Guide” and supplements other IRS publications and tax preparation software packages.  If you hire someone to do your taxes, ask them if they are familiar with Pub 3.  If they don’t know what YOU’RE talking about, then maybe they don’t know what THEY’RE talking about when it comes to military taxpayers.  In a sense, the same is true for software packages and electronic filing.   Most programs should inquire as to your military status early in the process; if not, you may pay more taxes than you should.   This is especially true if you served in a combat zone during tax year 2006, or sold your home.  Be sure to get the Pub 3 version for tax year 2006 – which should be available by the end of January.   Here are some key topics highlighted in Pub 3 that military taxpayers should be alert to:





Unreimbursed Moving Expenses: To deduct moving expenses, taxpayers generally must meet certain time and distance tests.  However, members of the Armed Forces on active duty who move because of a PCS, do not have to meet these tests.  Deduct unreimbursed moving expenses on Form 3903.  The key term is “unreimbursed.”  If Uncle Sam covered costs of the move, you probably won’t have anything to put on Form 3903.  


Reservists: Reservists who travel more than 100 miles away from home in connection with performance of services as a member of the reserves, can deduct travel expenses as an adjustment to income on line 24 of Form 1040 rather than as a miscellaneous itemized deduction.


Combat Zone Exclusion:  There are lots of special rules, but in general the following is exempt from federal income tax when earned in a combat zone: active duty pay earned in any month served in a combat zone, imminent danger or hostile fire pay, a reenlistment bonus, pay for accrued leave earned in any month served in a combat zone, pay received for duties as a member of the Armed Forces in clubs, messes, post and station theaters, and other nonappropriated fund activities. 


Hurricane Katrina tax relief:  The Katrina Emergency Tax Relief Act of 2005 provided tax relief for individuals affected by the hurricane. If you believe that you were entitled to such relief, but did not take it for 2005, you can file an amended return this year.  For details, see Publication 4492. 


Sale of a Home:  Military homeowners get special treatment if they must leave their primary residence due to a PCS, and rent it out for several years, before eventually selling it.  Proper application of the rule can save military homeowners literally tens of thousands of dollars in taxes.  How to get more info?  Review Pub 3 or contact D9 Legal.





And so now I must leave you with unabated breath, as you anticipate the tax year that causes brain death.   Questions?  Contact Steve Lynch, � HYPERLINK "mailto:stephen.t.lynch@uscg.mil" ��stephen.t.lynch@uscg.mil� or YN2 David Fuentes, � HYPERLINK "mailto:david.a.fuentes@uscg.mil" ��david.a.fuentes@uscg.mil�.  Phone: 216-902-6010.  Good luck!
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