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This publication is designed to help U.S. Gov-Cat. No. 15020M
ernment civilian employees who are stationedDepartment
abroad prepare their federal income tax re-of the
turns. It provides filing information of specialTreasury
interest to these taxpayers. This publicationU.S. Government discusses many of the allowances, reimburse-Internal
ments, and business expenses that U.S. Gov-Revenue
ernment employees, including members of theService Civilian Foreign Service, are likely to receive or incur.

If you are a U.S. Government civilian em-
ployee, this publication will help you determineEmployees what pay you can exclude from your taxable
income.

If you are a U.S. citizen in a U.S. posses-Stationed
sion, you should get Publication 570, Tax
Guide for Individuals With Income From U.S.
Possessions. The publication covers the spe-Abroad
cial rules that apply to these taxpayers.

Useful Items
You may want to see:

Publication
□ 54 Tax Guide for U.S. Citizens and

Resident Aliens Abroad

□ 463 Travel, Entertainment, Gift and Car
Expenses

□ 508 Educational Expenses

□ 521 Moving Expenses

□ 523 Selling Your Home

□ 526 Charitable Contributions

Form (and Instructions)
□ Schedule A  (Form 1040) Itemized

Deductions

□ 2106  Employee Business Expenses

□ 2106–EZ  Unreimbursed Employee
Business Expenses

□ 3903  Moving Expenses

□ 3903–F Foreign Moving Expenses

□ 4868  Application for Automatic
Extension of Time To File U.S.
Individual Income Tax Return

□ TD F 90–22.1  Report of Foreign Bank
and Financial Accounts

See How To Get More Information, near
the end of this publication for information
about getting these publications and forms.

Filing Information 
If you are a U. S. citizen working for the U.S.
government and you are stationed abroad,
your filing requirements are generally the
same as those for citizens and residents living
in the United States. You are taxed on your
worldwide income, even though you are sta-
tioned abroad.

Foreign earned income and housing exclu-
sions and deduction. Certain taxpayers can
exclude or deduct income earned each year in



foreign countries. The foreign earned income deadline extensions, combat zones, and re-  Form TD F 90–22.1 is available from Inter-
nal Revenue offices and at most U.S. embas-and housing exclusions and deduction do not lated matters, see Publication 3, Armed
sies and consular offices.apply to the income you receive from the U.S. Forces Tax Guide.

Government.
Assigned to a foreign government. If When To File  

you are a U.S. Government employee paid by Tax-Free If you file on the calendar year basis, the duea U.S. agency to perform services in a foreign
date for filing your return is April 15 followingcountry, for which the agency is reimbursed by Allowances  the close of your tax year. If you are livingthe foreign government, your pay is from the
outside the United States and Puerto Rico, U.S. Government civilian employees may re-U.S. Government and does not qualify for the
and your (or your spouse’s, if you file a joint re- ceive tax-free allowances, subject to certainexclusions or the deduction.
turn) main place of business or post of duty is conditions and limits, under the following laws:Other employment. If you are a U.S. citi-
outside the United States and Puerto Rico on 1) Title I, chapter 9 of the Foreign Servicezen employed abroad by the U.S. Govern-
the due date, you are automatically granted an Act of 1980,ment, you may qualify to claim the exclusions
extension of time to file your return and payor the deduction if you also receive income 2) Section 4 of the Central Intelligenceany tax due until June 15. You must pay inter-from a private employer or are self-employed Agency Act of 1949, as amended,est on any unpaid tax from the due date (Apriland meet either the bona fide residence test or

3) Title II of the Overseas Differentials15) until paid.the physical presence test. Your spouse who
and Allowances Act (subchapter III ofYour return is considered filed on time if itis a U.S. citizen or resident alien may also
chapter 59 of Title 5 of the United Statesis postmarked by midnight of the due date forqualify if he or she earns income in a foreign
Code), orfiling the return (including any extensions).country that is paid by a private employer or is

4) Subsection (e) or (f) of the first sec-from self-employment. Amounts paid by the
Saturday, Sunday, holiday rule. If the due tion of the Administrative ExpensesUnited States or its agencies to you if you are
date for doing any act for tax purposes, such Act of 1946, as amended, or section 22not their employee may also qualify for the ex-
as filing a return or paying taxes, falls on a Sat- of that Act (chapter 57 of Title 5 of theclusions or the deduction.
urday, Sunday, or legal holiday, you can do United States Code).

 Employees of post exchanges, that act on the next business day.
etc. . Earnings you receive as a U.S. Your employer should not have included
citizen who is an employee of an these tax-free allowances on your Form W–2,Statement required.  If you take advantage of

Armed Forces post exchange, officers’ and Wage and Tax Statement. Generally, the al-the 2–month extension of the due date, you
enlisted personnel club, embassy commis- lowances cover expenses such as:must attach a statement to your return explain-
sary, or similar instrumentality of the U.S. Gov- ing how you qualified for the extension. ● Certain repairs to a home,
ernment, whether paid from appropriated or

● Education of dependents in specialnonappropriated funds, are amounts paid by Automatic 4–month extension of time to situations,the United States. Include these amounts in file.  You can get an automatic 4–month ex-
your gross income. They are not eligible for ● Motor vehicle shipment,tension of time to file from the regular due date
the exclusions or the deduction. for your return (April 15, for calendar year tax- ● Separate maintenance for dependents,

payers) by filing Form 4868. You must file ● Temporary quarters,For more information on the foreign Form 4868 by the due date for your income tax
earned income exclusion, see Publication 54, ● Transportation for medical treatment, andreturn.
Tax Guide for U.S. Citizens and Resident

● Travel, moving, and storage.If you qualify for the automatic extensionAliens Abroad.
until June 15 because your tax home and your

For foreign service employees, allowances re-post of duty are outside the United States and
Terrorist or military action.  U.S. income ceived for representation are also tax freePuerto Rico, the 4–month extension runs con-
taxes are forgiven for a U.S. Government civil- under the above provisions.currently with the 2–month extension. You
ian employee who dies as a result of wounds must file Form 4868 by the due date for your
or injuries incurred while employed by the U.S. American Institute in Taiwan.  If you are anreturn as extended by the 2–month extension.
Government outside the United States. The employee of the American Institute in Taiwan,If you file Form 4868 by June 15, you have until
wounds or injuries must have been caused by allowances you receive are exempt from U.S.August 15 to file your return.
terrorist or military action directed against the tax if they are equivalent to tax-exempt al-If you can, you should pay your properly es-United States or its allies. The taxes are for- lowances received by civilian employees oftimated tax when you file Form 4868. If you dogiven for the deceased employee’s tax years the U.S. Government.not pay the tax due, you may be charged abeginning with the year immediately before

late-payment penalty. The late-payment pen-the year of injury and ending with the year of Cost-of-living allowances.  If you are sta-alty will not apply if, through withholding, etc.,death. tioned outside of the continental United Statesyou paid at least 90% of your actual tax liability
If the deceased government employee and or in Alaska, your gross income does not in-by the original due date of your income tax re-

the employee’s spouse filed a joint return, only clude cost-of-living allowances (other thanturn. Interest on any unpaid tax liability will run
the decedent’s part of the joint tax liability is amounts received under Title II of the Over-from the original due date of the return.
forgiven. seas Differentials and Allowances Act)

For additional details, see Publication 559, granted by regulations approved by the Presi-Foreign Bank Accounts  Survivors, Executors, and Administrators. dent of the United States. Cost-of-living al-
You must file Form TD F 90–22.1, if at any time lowances are not included on your Form W–2.
during the year you had an interest in, or signa-Combat zone participants. If you were a ci- Federal court employees.  If you are a
ture or other authority over, a bank account,vilian who served in a combat zone or qualified federal court employee, the preceding para-
securities account, or other financial accounthazardous duty area providing support ser- graph applies to you with one change. The
in a foreign country. This applies if the com-vices for the U.S. Armed Forces, you can get cost-of-living allowance must be granted by
bined assets in the account(s) were more thancertain deadline extensions. rules similar to regulations approved by the
$10,000. Do not include accounts in a U.S. mil-Deadline extensions provide additional president.
itary banking facility operated by a U.S. finan-time for filing tax returns, paying taxes, buying
cial institution.a replacement home to delay paying tax on Republic of Panama.  Employees of the Pan-

File the completed form by June 30 of thethe gain from the sale of your old home, and ama Canal Commission and civilian employ-
following year.certain other tax matters. For details about ees of the Department of Defense stationed in
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Panama can exclude from their income certain Example. Gary Carpenter, a Peace Corps your old home is suspended while your tax
allowances that are comparable to the al- volunteer, gets up to $175 a month during his home (the place where you live and work) is
lowances (listed as items 1 through 4, above) period of service, to be paid to him in a lump outside the United States. However, the re-
that can be excluded by employees of the sum at the end of his tour of duty. Although the placement period, plus the period of suspen-
State Department stationed in Panama. The allowance is not available to him until the end sion, cannot last for more than 4 years after
overseas tropical differential paid to civilian of his service, Gary must include it in his in- you sell your home.
employees is taxable. come on a monthly basis as it is credited to his For more information see Publication 523.

account.
Nontaxable allowances  generally in-

clude travel and living allowances, whetherTaxable Allowances  Deductible Businesspaid by the U.S. Government or the foreign
country in which you are stationed. The part of Expenses  living allowances for housing, utilities, food,Post differentials, danger pay, and special
clothing, and household supplies is not taxa-incentive differentials,  which are provided Deductions that may be of special interest to
ble and will not be included on your Form W–2.as financial incentives for employment under you are discussed here: those for travel ex-

adverse conditions, such as severe climate, penses, transportation expenses and other
are taxable. Your employer must include expenses connected to your employment.
these incentives in your income. If your Other agency does not include the amounts re-

Travel Expenses  ceived as financial incentives in your wage Taxable Income 
and tax statement (Form W–2), you must re- Subject to certain limits, you can deduct the
port the total received during the year on the reasonable and necessary unreimbursed ex-
other income line on Form 1040. Republic of Panama.  Income earned by any penses of travel, meals, and lodging while

citizen or resident of the United States is not away from home in connection with the per-
exempt from U.S. taxation by any section of formance of your official duties. These ex-
the Panama Canal Treaty. However, certain penses also include such items as baggageOther Allowances  allowances can be excluded. See Tax-Free Al- charges, local transportation costs (such as
lowances, earlier.Other allowances you receive may or may not taxi fares), reasonable tips, and reasonable

have to be included in your income. cleaning and laundry fees.
Reemployment after serving with an inter-
national organization. Amounts received byAllowances or reimbursements you re- Your home for tax purposes (tax home) is
a federal employee under section 3582(b) ofceive to cover travel and transportation your regular post of duty regardless of where
Title 5, United States Code, are taxable. Thisexpenses.  See How To Report, later, for a you maintain your family home. Your tax home
applies to federal employees who are reem-discussion on whether a reimbursement or al- is not limited to the embassy, consulate, or
ployed by a federal agency after serving withlowance is included in your income. duty station, but includes the entire city or gen-
an international organization.

eral area in which your principal place of em-
These amounts are equal to the differenceLodging furnished to a principal represen- ployment is located.

between the pay, allowances, post differential,tative of the United States.  Lodging (includ-
and other monetary benefits paid by the inter-ing utilities) furnished as an official residence

You are away from home if you have to benational organization and the pay and otherto you as principal representative in a foreign
away from the general area of your tax homebenefits that would have been paid by the fed-country is tax free. However, amounts paid or
for a period substantially longer than an ordi-eral agency had the employee been detaileddeducted from your salary to cover Govern-
nary day’s work, and you need to get sleep orto the international agency. The amount paidment payment of your usual household ex-
rest to meet the demands of your work whileupon reemployment does not qualify as a tax-penses (which you must bear) are taxable
away from home.exempt allowance discussed earlier under(and are not deductible).

This rest requirement is not satisfied byTax-Free Allowances.
merely napping in your car. You do not have toPeace Corps.  If you are a Peace Corps volun-
be away from your tax home for an entire 24–teer or volunteer leader, some allowances you Sale of personal property.  If you have a gain
hour day or from dusk to dawn as long as yourreceive are taxable and others are not. from the sale of your personal property (such
relief from duty is long enough to get neces-Taxable allowances  must be included on as an automobile or a home appliance)
sary sleep or rest.your Form W–2 and reported on your return as whether directly or through a favorable ex-

If your assignment or job away from yourthough they were wages. These include: change rate in converting the proceeds to U.S.
tax home is temporary, your tax home doesdollars, the excess of the amount received in1) Cash allowances received during training,
not change. You are considered to be awayU.S. dollars over the cost or other basis of the

2) Allowances paid to your spouse and mi- from home for the whole period, and yourproperty is a capital gain. Capital gains are re-
nor children while you are training in the travel expenses are deductible. However, ifported on Schedule D (Form 1040), Capital
United States, your assignment or job is indefinite, that loca-Gains and Losses. However, losses from

tion is your new tax home and you cannot de-sales of your personal property, whether di-3) The part of living allowances designated
duct your travel expenses while there.rectly or through an unfavorable exchangeby the Director of the Peace Corps as

If you realistically expect your employmentrate, are not deductible.‘‘basic compensation,’’
away from home in a single location to last,

4) The part of living allowances for personal
and it does last, for 1 year or less, it is tempo-Sale of your home.  The gain on the sale ofitems such as domestic help, laundry and
rary unless facts and circumstances indicateyour main home (within or outside the Unitedclothing maintenance, entertainment and
otherwise. If you expect it to last for more thanStates) is generally not taxed at the time ofrecreation, transportation, and other mis-
1 year or you do not expect it to last for 1 yearsale if you buy or build and live in anothercellaneous expenses,
or less, it is indefinite. If you expect it to last forhome within 2 years before or 2 years after the

5) Leave allowances, and 1 year or less, but at some later date you ex-sale. The cost of the new home must be equal
pect it to last longer than 1 year, it is temporaryto or more than the adjusted sales price of the6) Readjustment allowances or ‘‘termination

old home. (in the absence of facts and circumstances in-payments.’’These are considered re-
dicating otherwise) until your expectationSuspension of replacement period.  Theceived by you when credited to your
changes.2–year replacement period after the sale ofaccount.
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Limit on meals and entertainment.  You can Standard mileage rate not allowed. You U.S. Government agency overseas, you can
only deduct 50% of the cost of your un- cannot use the standard mileage rate if you: deduct representation expenses and, as a
reimbursed business-related meals and en- principal representative, you can deduct offi-1) Do not own the car,
tertainment. The limit does not apply to ex- cial residence expenses. To be deductible,

2) Use the car for hire (such as a taxi),penses reimbursed under a U.S. Government your expenses must be more than amounts
expense allowance arrangement. 3) Operate two or more cars at the same you received under appropriate legislation as

time (as in fleet operations), or representation allowances or official resi-Not all travel expenses are deduct-
dence expenses, provided:4) Claimed a deduction for the car in an ear-ible. If your trip was mainly personal,

lier year using:you cannot deduct your travel ex- 1) These excess expenses are supported by
penses to and from your destination. This ap- a) ACRS or MACRS depreciation, or a certificate from the Secretary of State
plies even if you engage in business activities attesting that they were incurred for theb) A section 179 deduction.
while there. However, any expenses while at benefit of the United States, and
your destination that are directly related to For more information on the business use 2) These expenses would be reimbursableyour business are deductible. of cars see Publication 463. under appropriate legislation if the agency

If your trip was entirely for business, your had sufficient funds for these
Commuting.  The costs of traveling betweenunreimbursed travel expenses are generally reimbursements.
your home and your regular business locationdeductible. However, if you spend some of
are not deductible. If you have one or moreyour time on nonbusiness activities, part of You should request the certificate from theregular business locations, but must work at ayour expenses may not be deductible. See certifying officer at the post where you claimtemporary location, you can deduct the costsPublication 463.

the expenses. The request must be made inof commuting to that temporary place of work.Travel expenses of your spouse, depen-
accordance with 4 FAM 824. In addition, theThe temporary work must be irregular or shortdents, or other individuals who go with you on
expenses must be of the types authorized byterm (generally, a matter of days or weeks).a trip ordinarily are not deductible.
chapters 300 and 400 of Standardized Regu-However, if you work at two or more different

places in the same day, you can deduct your lations (Government Civilian, Foreign Area).Home leave.  The Foreign Service Act re-
expenses of getting from one place of work to These regulations state what are and whatquires U.S. citizens who are members of the
the other. are not allowable representation expensesforeign service to take a leave of absence af-

and official residence expenses. Among theter completing 3 years of continuous service
items not allowable are the amounts a princi-abroad. This period is called home leave and Other Employee Business
pal representative must pay personally tocan be used to take care of certain personal Expenses  
cover the usual expenses incident to the oper-matters such as medical and dental checkups,

You may be able to deduct as miscellaneousbuying a new wardrobe, and visiting relatives. ation and maintenance of the official resi-
itemized deductions other expenses that areThe amounts paid for travel, meals, and dence. These regulations are available at U.S.connected with your employment. You mustlodging while on home leave are deductible as embassies and consular offices.reduce the total of most miscellaneous item-travel or business expenses subject to the lim- Certificates must be signed by authorizedized deductions by 2% of your adjusted grossits discussed earlier. You must be able to ver- certifying officers to be valid. Certificatesincome.ify these amounts in order to claim them. signed by other State Department officials or

Amounts paid on behalf of your family while on employees are not valid.Membership dues.  Membership dues in pro-home leave are personal living expenses and If the excess expenses are not supportedfessional societies relating to your business orare not deductible. by a certificate from the Secretary of State,profession are deductible.
you can still deduct them on Schedule A (Form

Transportation Expenses  1040) if they are ordinary and necessary inSubscriptions.  Subscriptions to professional
performing your official duties.Transportation expenses include the cost of publications relating to your business or pro-

transportation by air, rail, bus, or taxi, and the fession are deductible. To be deductible, excess expenses for
cost of driving and maintaining your car. They travel, entertainment, and gifts, including
do not include the cost of meals and lodging or Educational expenses.  Generally, educa- those certified by the Secretary of State, must
other expenses for travel while you are away tional expenses are considered to be personal comply with the rules for recordkeeping and
from home. You can deduct allowable trans- expenses and are not deductible. However, accounting to your employer.
portation expenses that are directly related to under some circumstances, educational ex-
your official duties. penses are deductible business expenses. Impairment-related work expenses.  If you

If you use your car for both personal and You can deduct expenses for education are disabled, you can deduct attendant-care
business purposes, you must divide your ex- that maintains or improves skills required in services at your place of work and other ex-
penses between business and personal use. your present position, or meets the express re-

penses in connection with work that are nec-You figure deductible car expenses using the quirements of your agency to keep your pre-
essary for you to be able to work. Attendantbusiness percentage of depreciation, gaso- sent position, salary, or status.
care includes a reader for a blind person and aline, repairs, and similar expenses. To deter- You cannot deduct the expenses for edu-
helper for a person with a physical disability.mine the business percentage, divide the busi- cation to meet minimum educational require-
These expenses are reported on Form 2106ness miles driven by the total miles the car ments for qualification in employment. Nor can
and carried to Schedule A (Form 1040). Theywas driven for the year. you deduct the expenses for education that is
are not subject to the 2% of adjusted-gross-in-a part of a program of study leading to qualify-
come limit on miscellaneous deductions.ing you for a new position. This is true even ifStandard mileage rate.  For 1996, you can

the education is required by your agency, or ituse the standard mileage rate of 31 cents a
maintains or improves skills required in your Loss on conversion of U.S. dollars into for-mile for all business miles. You can use this
work.rate instead of actual operating costs. eign currency.

Expenses for travel as a form of educationIf you want to use the standard mileage
The conversion of U.S. dollars intoare not deductible.rate for a car, you must choose to use it in the
foreign currency at an official rate ofSee Publication 508 for more information.first year you place the car in service in busi-
exchange that is not as favorable asness. Then in later years, you can choose to

the free market rate does not result in a de-use the standard mileage rate or actual Foreign service representation and official
ductible loss.expenses. residence expenses.  As an employee of a
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An example of a document that is not ade-Recordkeeping Rules  Moving Expenses  
quate evidence is a canceled check if it is not Moving expenses are deductible only onYou must keep adequate and detailed records combined with other evidence to show that Form 1040. You must meet the distance andof all your business expenses if you claim a de- the check was used for a business purpose. time requirements discussed later. Formduction for business expenses that is greater

3903–F is used to compute allowable deduc-than reimbursements you receive.
Confidential information. You do not need tions for foreign moves. Form 3903 is used forFor example, you must keep records and
to put confidential information relating to an el- all other moves. After you figure your allowa-supporting evidence to prove the following el-
ement of a deductible expense, such as the ble moving expenses on Form 3903–F (orements about deductions for traveling ex-
place, business purpose, or business relation- Form 3903), carry the total over to the appro-penses (including meals and lodging while
ship, in your account book, diary, or other re- priate line of Form 1040.away from home):
cord. However, the information has to be re- If you changed job locations or started a

1) The amount of each separate expense for corded elsewhere at or near the time of the new job, you can deduct the reasonable ex-
travel away from home, such as the cost expense and be available to fully prove that el- penses of moving yourself, your family, and
of your transportation or lodging. But the ement of the expense. your household goods and personal effects to
daily cost of your breakfast, lunch, dinner,

your new home.
and other incidental expenses can be to-

A foreign move is a move to a new job lo-
taled if they are listed in reasonable cate- How To Report  cation outside the United States and its
gories, such as meals, gasoline and oil, Generally, your reimbursement is paid under possessions.
and taxi fares, an accountable plan and is not included in If you are a U.S. Government employee,

your wages on your Form W–2. If your ex-2) The dates of your departure and return for you cannot deduct any expenses for which
penses are not more than the reimbursement,each trip away from home, and the num- you receive a tax-free allowance.

ber of days spent on business away from you do not need to show your expenses or re-
home, imbursements on your return. However, if your Distance.  Your new main job location must

actual expenses are more than your reim- be at least 50 miles farther from your former3) The destination or locality of your travel,
bursement, complete Form 2106 and deduct home than your old main job location was. Ifdescribed by name of city, town, or similar
your expenses on Schedule A (Form 1040) you did not have an old job location, your newdesignation, and
subject to the 2% of adjusted-gross-income job location must be at least 50 miles from

4) The business reason for your travel or the your former home.limit. You must include all of your expenses
business benefit gained or expected to be and reimbursements on Form 2106. If you do
gained from your travel. Time.  If you are an employee, you must worknot receive any reimbursement, you may be

full time for at least 39 weeks during the firstable to use Form 2106–EZ.
How to record your expenses. Records for 12 months after you arrive in the general areaIf you do not account to your employer for a
substantiation of your expenses should be of your new job location.travel advance, or if you do not return any ex-
kept in an account book, diary, statement of cess advance, within a reasonable period of
expense, or similar record. They should be Closely related to the start of work.  Thetime, the advance (or excess) will be included
supported by other records, such as receipts move must be connected, both in time and inin your wages on your Form W–2. You must
or canceled checks, in sufficient detail to es- place, with the start of work at the new loca-complete Form 2106 or 2106–EZ to deduct
tablish the elements for these expenses. You tion. In general, you must have incurred youryour expenses. Follow the instructions for
do not need to duplicate information in an ac- moving expenses within one year from thethose forms to determine what expenses and
count book or diary that is shown on a receipt time you first report to your new job orreimbursements must be included. For more
as long as your records and receipts comple- business.information, see Publication 463.
ment each other in an orderly manner. A move generally is not considered rea-

sonably related in place to the start of work ifForm 2106–EZ. You may be able to use FormYour records must be timely. Record the ex- the distance from your new home to the new
2106–EZ, Unreimbursed Employee Businesspense in your account book or other record at job location is more than the distance from
Expenses, instead of the more complex Formor near the time you incur the expense. Entries your former home to the new job location. A
2106, for reporting unreimbursed employeemade later, when there is a lack of accurate move that does not meet this requirement may
business expenses. You can use it if you:recall, will not comply with these rules. qualify if you can show, for example, that you

Each expense should be recorded sepa- must live at the new location as a condition of● Use the standard mileage rate to claim car
rately in your records. However, some items employment, or you will spend less time orexpenses, and
can be totaled in reasonable categories. You money commuting from the new home to the

● Do not get reimbursed by your employer forcan make one daily entry for categories such new job.
any expenses. (Amounts your employer in-as cab fares, telephone calls, meals while
cluded in your wages on your Form W–2 areaway from home, gas and oil, and other inci- Deductible moving expenses. Moving ex-
not considered reimbursements.)dental costs of travel. Tips may be grouped ei- penses that can be deducted include the rea-

ther with the cost of the service rendered to sonable costs of:
you or recorded separately. 1) Moving household goods and personalUnclaimed Reimbursement. If you

effects (including packing, crating, in-could claim reimbursement from yourWhat documents to keep. transit storage, and insurance) of bothemployer but do not, you cannot de-
you and members of your household, andduct the expenses to which that reimburse-Documentary evidence generally is

ment applies. 2) Transportation and lodging for yourselfrequired to support all expenses for
and members of your household for onelodging while traveling away from
trip from your former home to your newhome. It is also required for any other expense
home (including costs of gettingof $75 or more, except transportation charges
passports).if the evidence is not readily available. Docu- Other Deductiblementary evidence is a receipt, paid bill, or simi-

lar proof sufficient to support an expense. For a foreign move, the costs of movingExpenses  
Documentary evidence ordinarily will be con- household goods include the reasonable ex-

In addition to deductible business expenses,sidered adequate if it shows the amount, date, penses of moving household goods and per-
you are entitled to deduct certain otherplace, and essential business character of the sonal effects to and from storage. Also in-
expenses.expense. cluded are expenses of storing the goods and
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effects for part or all of the period that your each deduction that would otherwise be allow- your U.S. income tax liability or take a deduc-
able by the amount of each expense that is re- tion in figuring your taxable income.new job location abroad continues to be your
lated to the tax-free allowance.main job location.

Required statement. If you receive a tax-Meals. Meals are not moving expenses for Foreign tax credit.  If you choose to credit
free housing allowance and have real estatethis purpose. foreign taxes against your tax liability, com-
tax or home mortgage interest expenses, at-Expenses must be reasonable. You can plete Form 1116, Foreign Tax Credit (Individ-
tach a statement to your tax return. The state-deduct only those expenses that are reasona- ual, Estate, Trust, or Nonresident Alien Individ-
ment must contain al l  of the fol lowingble for the circumstances of your move. For ual), and attach it to your U.S. income tax
information:example, the costs of traveling from your for- return.

mer home to your new one should be by the 1) A list of each class of taxable income by
 Do not include the foreign taxes paidshortest, most direct route available by con- class plus the amount,
or accrued as withheld income taxesventional transportation.

2) A list of each item of tax-free housing al- on line 52 of Form 1040.A member of your household includes
lowance income plus the amount,anyone who has both your former and new

Limit. Your credit cannot be more than the3) A list of each item of otherwise deductiblehome as his or her home. It does not include a
part of your U.S. income tax liability allocableexpense plus the amount,tenant or employee unless you can claim that
to your taxable income from sources outsideperson as a dependent. 4) An explanation of how you figured the the United States. If all your foreign income is

nondeductible part of your otherwise al- exempt from U.S. tax, you will not be able toRetirees.  You can deduct the costs of moving lowable expenses, and claim a foreign tax credit.to the United States when you retire if both 5) A statement that the other expenses on If the foreign taxes you paid or incurredyour former main job location and former your tax return are not related to tax-free during the year exceed the limit on your credithome were outside the United States and its income. for the current year, you can carry back the un-possessions. You do not have to meet the
used foreign taxes as credits to 2 prior yearsTime requirement mentioned earlier. How- Exception. If you receive a tax-free hous- and then carry forward any remaining unusedever, you must meet the other requirements. ing allowance and you are a member of: foreign taxes to 5 later tax years.

Foreign taxes paid on excluded income.● Any branch of the Armed Forces,Survivors.  You can deduct moving expenses You cannot claim a credit for foreign taxes
for a move to the United States if you are the ● The National Oceanic and Atmospheric Ad- paid on amounts excluded from gross income
spouse or dependent of a person whose main ministration, or under the foreign earned income or housing
job location at the time of death was outside exclusions.● The Public Health Service,
the United States and its possessions. The
move must begin within 6 months after the de-

Deduction. If you choose to deduct all foreignyou are exempt from this rule. This means youcedent’s death. It must be from the dece-
can deduct all the real estate tax and home income taxes on your U.S. income tax return,

dent’s former home outside the United States.
mortgage interest expenses you are otherwise itemize the deduction on Schedule A (Form

That home must also have been your home. entitled to deduct. 1040). You cannot deduct foreign taxes paid
You do not have to meet the Time requirement on income you exclude under the foreignExample. Adam is an IRS employee work-mentioned earlier. However, you must meet earned income or housing exclusions.ing overseas who receives a $6,300 tax-freethe other requirements.

housing and utility allowance. During the year,
Adam used the allowance, with other funds, to Example. Dennis and Christina Wayne liveReimbursements.  Except for certain tax-free
provide a home for himself. His expenses for and work in Country X. They are married andallowances received by U.S. Government em-
this home totaled $8,400 and consisted of file a joint return. Dennis works for the U.S.ployees, you must include all reimbursements
principal ($500), insurance ($400), real estate Government. Christina is employed by Com-of, or payments for, nondeductible moving ex-
taxes ($1,400), home mortgage interest pany XYZ (a private company). Dennis andpenses in gross income for the year paid. Your
($4,000), and utility costs ($2,100). Adam did Christina pay income tax to Country X. Theyemployer should include the amount paid in not incur any other expenses related to provid- can exclude all of Christina’s income. Theyyour wages on your Form W–2. ing a home for himself. cannot claim a foreign tax credit or take a de-

Adam must limit his deductions for home duction for the taxes paid to Country X on
Additional information. For additional infor- mortgage interest and real estate taxes. The Christina’s income.
mation about moving expenses, see Publica- following is a reasonable way to limit the de-
tion 521. ductions. The $4,000 home mortgage interest Deduction for other foreign taxes.

deduction otherwise allowable is decreased The deduction for foreign taxes other
by $3,000. This is figured by multiplying $4,000 than foreign income taxes is not re-Other Itemized Deductions 
by a fraction. Its numerator is $6,300 (the total lated to the foreign tax credit. You can take de-

You may be able to claim other itemized de- housing and utility allowance) and its denomi- ductions for these miscellaneous foreign
ductions not connected to your employment. nator is $8,400 (the total of all payments to taxes and also claim the foreign tax credit for

which the housing and utility allowance ap- income taxes paid to a foreign country.
Contributions.  You can deduct contributions plies). The interest deduction is $1,000
to qualified organizations created or organized ($4,000 –  $3,000). The $1,400 real estate tax You can deduct real property taxes you
within the United States, or its possessions, or deduction otherwise allowable is decreased pay that are imposed on you by a foreign coun-
under their laws. You cannot deduct contribu- by $1,050. It is figured by multiplying $1,400 try. You take this deduction on Schedule A
tions you make directly to foreign charities (ex- (the deduction otherwise allowable) by the (Form 1040). You cannot deduct other foreign
cept for certain Canadian and Mexican organi- same fraction as used above. The allowable taxes, such as personal property taxes unless
zations), churches, and governments or their itemized deduction for real estate taxes is you incurred the expenses in a trade or busi-
political subdivisions. For more information $350 ($1,400 –  $1,050). ness or in the production of income.
see Publication 526.

More information. The foreign tax credit and
Limit on deductions. If you receive a tax-free deduction, their limits, and carryback and car-Foreign Taxes housing allowance, your itemized deductions ryover provisions are discussed in detail in
for real estate taxes and home mortgage inter- Publication 514, Foreign Tax Credit forIf you pay or accrue taxes to a foreign govern-
est are limited. You must reduce the amount of ment, you may be able to take a credit against Individuals.
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The IRS has combined special forms and If you have a question about a return you
instructions as well as publications in Publica- filed, write to the Internal Revenue ServiceHow To Get More
tion 776, Overseas Filers of Form 1040 (Sup- Center where you filed your return.

Information plemental Package), for U.S. citizens and re-
sidents l iving abroad. You can get the Within the United States. To order free publi-
package and additional assistance by writing cations and forms, call 1–800–TAX–FORM (1–
to: 800–829–3676). You can also write to the IRS

Forms Distribution Center nearest you. Check
Internal Revenue Service your income tax package for the address. Your

You can get help from the IRS in several ways. Assistant Commissioner (International) local library or post office also may have the
During the filing period, you can get the neces- Attn: CP:IN:D:CS items you need.
sary federal income tax forms and publications 950 L’Enfant Plaza South, S.W. For a list of free tax publications, order
from U.S. embassies and consulates. You can Washington, DC 20024 Publication 910, Guide to Free Tax Services. It
also call your nearest U.S. embassy or consu- also contains an index of tax topics and re-
late, or the IRS office numbers listed below to If you need help and cannot get it from these lated publications and describes other free tax
find out when and where assistance will be sources, write to the Internal Revenue office information services available from IRS, in-
available. Taxpayer assistance is also availa- where you will file your return. c luding tax educat ion and assistance
ble at most of the cities listed. These IRS tele- If you need a form or publication, you can programs.
phone numbers include the country and city also write to the appropriate Distribution Tax questions. You can call the IRS with
codes required if you are outside the local dial- Center listed in your tax forms package. For a your tax questions. Check your income tax
ing area. The Nassau and Ottawa numbers in- list of free tax publications, order Publication package or telephone book for the local num-
clude the U.S. area codes. 910, Guide to Free Tax Services . ber, or you can call 1–800–829–1040.

If you have access to a personal computer TTY/TDD equipment. If you have accessBonn, Germany (49) (228) 339–2119 and modem, you also can get many forms and to TTY/TDD equipment, you can call 1–800–London, England (44) (171) 408–8077 publications electronically. See Quick and 829–4059 to ask tax questions or to orderMexico City, Mexico (52) (5) 211–0042 Easy Access to Tax Help and Forms in your in- forms and publications. See your income taxExt. 3557 or 3559 come tax package for details. If space permit- package for hours of operation.Nassau, Bahamas (800) 829–1040 ted, this information is at the end of this
or (809) 759–5100 publication.

Ottawa, Canada (613) 563–1834
Paris, France (33) (1) 4312–2555
Rome, Italy (39) (6) 4674–2560
Santiago, Chile (56) (2) 330–3424
Singapore (65) 476–9413
Sydney, Australia (61) (2) 9373–9194
Tokyo, Japan (81) (3) 3224–5466

Page 7



Index

Page 8


