SUBJECT: Increase in Death Gratuity Payment (Message #1)

The President has recently signed into public law House Resolution 3365, known as the Military Family Tax Relief Act of 2003. The major provisions of that law (of interest to this message) are as follows:

1. Increase death gratuity payment from a lump-sum of $6,000 to a lump-sum of $12,000.

2. This increase is effective September 11, 2001.

3. Death gratuity payments are exempt from federal income taxes.

4. The effective date of this income tax exemption is September 11, 2001.

Draft changes to Chapter 36, Payments on Behalf of Deceased Members,  and Chapter 44, Withholding Income Tax, to the DoDFMR, Volume 7A, have been written and are being staffed. They will be issued through an interim change message as soon as they are approved and adopted for use.

Following are the procedures to be used to issue current death gratuity payments and supplemental payments for previously deceased members.

SUPPLEMENTAL PAYMENTS:

A listing of all Army casualties since September 11, 2001, has been received at Central Site from the Casualty Division at Headquarters, Department of the Army. This listing contains 1,082 members and 1,178 beneficiaries. The listing will be used to identify the member’s beneficiary(ies) and the last known address. 

A standard announcement letter, issued by the Department of Defense, providing full details on the new entitlement and provisions for obtaining payment, along with a DD Form 397, Claim Certification and Voucher for Death Gratuity Payment, will be mailed to each beneficiary at the address provided. The letter will also include instructions for filing amended tax returns for 2001 and 2002 tax years. Corrected Treasury Department (TD) Form 1099’s will not be issued.

If the DD Form 397 is not received within 30 days of mailing, a follow-up letter, indicating “Second Request”, will be mailed to the address provided by the Casualty Division listing. 

If no answer is received after another 30 day period, the case will be filed and maintained in a suspense file until a good current address can be obtained, or until the beneficiary contacts the field installation or Central Site Casualty Branch. The Casualty Branch can be contacted at:

Defense Finance and Accounting Service

ATTN: CASUALTY BRANCH

8899 East 56th Street

Indianapolis, IN  46249 

FAX: (317) 510-2992 or DSN 699-2992

The field can also contact the Casualty Branch via voice at commercial (317) 510-0237\0238\0239 or 

DSN 699-0237\0238\0239 or via email to DFAS-INCASUALTY@dfas.mil.

Upon return receipt of the DD Form 397 from the beneficiary, Central Site will issue the supplemental $6,000 death gratuity payment. Payments will be issued through SRD-1 within three days of receipt of the DD Form 397. 

The above information pertains to Active Duty and Reserve Duty deceased accounts.  All TDRL (Temporary Disability Retired List) and PDRL (Permanent Disability Retired List) retirees who died within 120 days of retirement and were entitled to a death gratuity will be paid the additional $6,000.00 by the Retired Pay Department, DFAS-Cleveland for all services.

CURRENT|NEW PAYMENTS:

This message is your authorization to begin issuing death gratuity payments for new deceased members in the amount of $12,000. No Treasury Department (TD) Form 1099 will be required, as the entire payment is tax exempt.

Because of DJMS system limitations, you cannot currently enter a $12,000 death gratuity lump-sum payment. The workaround for this issue is to input two separate $6,000 payments using the same voucher number but using different payment dates. Two separate PE03 transactions must be input, each for $6,000.00. The first transaction must have a date which matches the voucher date of payment. The second transaction must have a date equaling the voucher date plus one day.  The voucher number will be the same for both PE03 transactions. The DJMS system nor the input transaction will allow for any amount over $6,000.00, therefore two transactions are necessary.

If and when the system is changed, a follow-up implementation message will be issued.

POC this message is Lance M. Baker, (317) 510-3537, DSN 699-3537, or email at lance.baker@dfas.mil.

