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Philippines qualifies for Combat Zone Tax Exclusion
U.S. Armed Services members who deployed to the Republic of the Philippines in conjunction with Operation Enduring Freedom since Jan. 9, 2002, are eligible for the Combat Zone Tax Exclusion under a declaration from the Department of Defense.

A combat zone is any area the President of the United States designates as an area U.S. Armed Forces are engaging or have engaged in combat. The provisions of the Executive Order allow the Defense Department to certify other regions and countries for the tax relief exclusion under certain criteria.

Afghanistan (and airspace above) was designated as a combat zone by Executive Order No. 13239. The Philippines was certified as meeting the requirements for service in direct support of a military operations in the Afghanistan combat zone in a memorandum from the Assistant Secretary of Defense for Force Management Policy Charles S. Abell, dated Oct. 31, 2002.

A member of the Armed Services is entitled to tax exclusion for any month during any part the member served in the Philippines in support of Operation Enduring Freedom - Philippines. For enlisted personnel, base pay is not taxed. For commissioned officers, the tax exclusion is limited to the highest rate of enlisted base-pay (E-9). 

Service member must have physically been in the Philippines and the mission directly related to OEF-P. Individuals who supported OEF-P from a supporting U.S. base or headquarters do not qualify. Service members, who are in the Philippines merely for their own convenience while on leave or liberty, are not entitled to the exclusion.

Service members who believe they qualify for the tax exclusion should take a copy of their orders and a completed travel voucher to their service component finance office. Each Service Component Headquarters retains final approval authority on CZTE and may have additional information and procedures for claiming the exclusion.

Service members do not need to claim the combat zone exclusion on their tax returns because this type of income is normally excluded from their wages; however, because the declaration is retroactive, service members should ensure their financial records are updated and accurate. 

For more information about military pay and benefits, visit the Defense Finance and Accounting Service website at www.dfas.mil or the Internal Revenue Service website at www.irs.gov .
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