MILITARY FAMILY TAX RELIEF ACT OF 2003 (MFRTA)

REFERENCE:  (a)  HR (3365)

RESOURCES:  U.S. Marine Corps legal assistance program, and tax centers located aboard Marine Corps installations worldwide.

PURPOSE:  The MFTRA is a complex legislative package that provides our military community with significant tax and financial protections.
APPLICATIONS:

· Military Death Benefits.  The MFTRA increased the military death benefit from $6,000 to $12,000, and made the entire amount of the benefit tax- free. 

· DoD child-care.  DoD-provided dependent care assistance is non-taxable under the provisions of the new law.

· Home sale gains exclusion.  The MFTRA makes it easier for military members to exclude capital gains (up to $250,000 for individuals or $500,000 for married couples who file jointly) on the sale of their principal residence.  Normally, taxpayers must have resided in the home for two years or more during the five-year period that ends on the date of the sale of the property.  Under the new law, active duty members that are ordered away from home may elect to suspend the five-year period.  Also, this election is retroactive for sales made after May 6, 1997.  More information is available on the HQMC legal assistance website: http://sja.hqmc.usmc.mil/jal/JAL.htm. 

· Combat zone filing rules.  Normally a servicemember has 180 days from the date on which he or she returned from a combat zone (as defined by Executive Order) in which to file income taxes.  MFTRA expands this rule to servicemembers who are deployed in “contingency operations” as defined by SECDEF, which normally includes “an operation in which members of the Armed Forces are, or may become, involved in military actions or hostilities against an enemy of the United States.”  Contingency operations also include calls to service of Reservists during national emergencies as declared by Congress or the President. 

CONCLUSION:   The MFTRA provides substantial benefits to servicemembers that were previously unavailable.  Refer all of your tax questions to your local Marine Corps legal assistance office. 

