Committee on Ways and Means

Summary of Military Tax Relief Provisions Included in

H.R. 1308, the All-American Tax Relief Act of 2003

· Ensures that members of the Armed Forces and Foreign Service are not denied the capital gain exclusion on home sales if they cannot meet the 5-year residency test because they are transferred away from home on official extended duty.  
· Ensures that the full $6,000 death gratuity payment received by survivors of military personnel is tax-free.  Only half of the payment is tax-free under current law.

· Ensures that payments received by members of the Armed Forces under the Homeowners’ Assistance Program are tax-free.  These payments compensate military personnel for a drop in home values resulting from military base closures or realignments. 

· Extends the combat zone filing rules to individuals serving in “contingency operations” so they are given more time to file tax returns and meet other tax deadlines. 
· Modifies the definition of a qualified veterans’ organization to make it easier for veterans’ organizations to retain their tax-exempt status.
· Clarifies that dependent care assistance provided under a military dependent care assistance program is tax-free.
· Ensures that families are not hit with a 10% penalty for withdrawals from their qualified tuition plans (“Section 529 Plans”) or Coverdell Education Savings Accounts if their children are appointed to military academies.  This is the same treatment given to families whose children receive scholarships.
· Provides an above-the-line deduction for up to $1,500 of non-reimbursable overnight travel expenses incurred by military reservists who serve more than 100 miles away.  

