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UNDERSTANDING COMBAT ZONE AND QUALIFIED HAZARDOUS DUTY AREA TAX EXTENSIONS

Provided by the V Corps OJA

HEIDELBERG, GE – The following are frequently asked questions that may assist personnel with deployment issues.

What is a Combat Zone (CZ) or Qualified Hazardous Duty Area (QHDA)?

CZ is an area that the President of the United States has designated by Executive Order in which the Armed Forces are or have engaged in combat.  Service members may invoke CZ tax relief only if they serve in a CZ on or after the date designated in the Executive Order. Legislation creates an HQDA.  The legislation will specify the date that members in the QHDA become eligible for tax relief.  Members serving in a QHDA receive the same tax treatment under the Internal Revenue Code as members serving in a CZ.   In the two QHDAs created by Congress, Congress has designated certain countries as QHDAs and has specified that each designated country will lose its status as a QHDA when the Department of Defense stops paying members either imminent danger or hostile fire pay for service in that country. Congress can enact legislation terminating the QHDA at any time. 

What service in a CZ or QHDA qualifies for special tax treatment? 

The service must be performed on or after the date of designation in the Executive Order issued by the President as the commencement date (or in the HQDA legislation) and on or before the termination date in the Executive Order (or the date that members in that country stop receiving imminent danger/hostile fire pay in the case of the QHDA).  
Generally, to receive CZ tax benefits, a member must serve in a CZ or QHDA. 
Service members outside of a CZ or QHDA receive CZ tax benefits when their service directly supports military operations in the CZ. 
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What are the Combat Zone Extensions of Time for Tax Actions? 
Soldiers qualifying for service in a designated CZ or QHDA are entitled to special extensions of time for completing various tax actions.  The deadline extension also applies to the filing of all tax schedules and forms that are attachments to the federal individual tax return.   Spouses of service members entitled to the CZ tax benefits are entitled to the same suspension of time for handling tax matters. The suspension of time encompasses the period of service in the CZ, as well as any time of continuous qualified hospitalization resulting from injury received in the CZ and the next 180 days thereafter.  

The IRS has determined that this extension runs consecutively, not concurrently, with the tax-filing season (01 January to 15 April). Consequently, soldiers serving in a CZ may be entitled to up to 105 additional days for a total CZ extension of 285 days to complete action on tax matters after leaving the CZ. The CZ extensions also apply to civilian individuals serving in the CZ in support of the U.S. Armed Forces. These include Red Cross personnel, accredited correspondents, and civilians acting under the direction of the U.S. Armed Forces in support of those forces (both Department of Defense civilian employees and civilian employees of defense contractors). 

Where are the current CZs and QHDAs? 

CZ Operation Desert Storm  
President Bush signed an Executive Order on January 21, 1991, designating the Persian Gulf Area as a CZ. Exec. Order No. 12744, reprinted in, 56 Fed. Reg. 2661 (1991). The CZ designation is still open, and will remain open until terminated by another Executive Order. Service members serving in the Persian Gulf CZ are still eligible for the previously mentioned benefits.  This Executive Order designated the following locations within the CZ: the Persian Gulf; the Red Sea; the Gulf of Oman; the Gulf of Arden; that portion of the Arabian Sea that lies north of 10 degrees north latitude and west of 68 degrees east longitude; and the total land areas of Iraq, Kuwait, Saudi Arabia, Oman, Bahrain, Qatar, and the United Arab Emirates.  

QHDA of Bosnia, Herzegovina, Croatia and Macedonia  
Tax relief was legislatively extended to service members in the QHDA of Bosnia, Herzegovina, Croatia, or Macedonia if they are serving in those areas and receiving hostile fire or imminent danger pay. P.L. 104-117, § 1(a)(2), (b) and (e)(1), 109 Stat. 827 (1996). These areas were specifically designated as a QHDA and result in service members receiving all the federal tax benefits of a CZ as if it was designated by Executive Order by the President.  Service members who are performing services as part of the operation outside of the United States while deployed away from their permanent duty stations in support of the QHDA are allowed an extension of time allowed for performing most acts required by the Internal Revenue Code.  This was the only CZ tax provision extended to these individuals. On 20 June 1998, Operation Joint Guard was terminated and Operation Joint Forge commenced. Operation Joint Forge is a follow-on 
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operation to Operation Joint Guard, which was a follow-on operation to Operation Joint Endeavor.  Service members serving in the geographic area of this QHDA are not affected by a change of the name of the operation. The IRS has stated that personnel serving under Operation Joint Forge will be treated that same as personnel serving under Operation Joint Endeavor since Operation Joint Forge is the substantive continuation of Operation Joint Endeavor.  

CZ Federal Republic of Yugoslavia (Serbia/Montenegro), and Albania. 
On April 13, 1999, President Clinton issued an Executive Order designating a CZ for the area of the Federal Republic of Yugoslavia (Serbia/Montenegro), Albania, the Adriatic Sea, the Ionian Sea north of the 39th parallel, including the airspace above the locations.  The Executive Order designated March 24, 1999 as the date of commencement of activities in the CZ.  This CZ designation is still open, and has not been terminated by another Executive Order. 

QHDA Federal Republic of Yugoslavia (Serbia/Montenegro), and Albania) 
President Clinton signed legislation designating a QHDA on April 19, 1999, for the area of: (1) The Federal Republic of Yugoslavia (Serbia/Montenegro), Albania, the Adriatic Sea, the northern Ionian Sea above the 39th parallel during the period that a service member is entitled to hostile fire or imminent danger pay for service performed in the designated area. The Act is generally effective as of March 24, 1999. P.L. 106-21, 113 Stat. 34 (1999).  Service members who are performing services as part of the operation outside of the United States while deployed away from their permanent duty stations in support of the QHDA are allowed an extension of time allowed for performing most acts required by the Internal Revenue Code.   

CZ Afghanistan.

President Bush signed various pieces of legislation designating a CZ from various periods beginning on December 14, 2001, for the areas of Afghanistan, Pakistan, Tajikistan, Jordan, Kyrgystan, Uzbekistan, Yemen and, Djibouti.
What are the rules for filing Federal tax returns for CZ Participants?

Service members who qualify for extensions of time to file federal tax returns pursuant to the CZ extensions can file their returns in accordance with the filing extensions previously mentioned. In addition, the service member can elect to file their return before the end of the extension period.  Service members in a CZ can authorize someone else to file their taxes in their absence by executing a special power of attorney, a general power of attorney, or the IRS Form 2848 (Power of Attorney and Declaration of Representative). When someone will act on behalf of a service member to file a tax return using a power of attorney, the form, or a copy of the power of attorney must be attached to the tax return.  Service members using a CZ or QHDA extension to file any type of tax form should write the name of the CZ or QHDA at the top of any tax return, reply notice, or other correspondence sent by the IRS. 
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What are the rules for filing State Tax returns for CZ participants?

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. 
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