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1. Add the following to the end of paragraph 300201 to read:

See paragraph 300302 for death gratuity taxability.

2. Paragraph 300302, revise to read:

300302. Taxability of Death Gratuity.        The amount of death gratuity payments
made to survivors of military members who died after August 20, 1996, that is excludable from
income, may not exceed $3,000, regardless of the number of beneficiaries.  If there are multiple
beneficiaries, the $3,000 exclusion should proportionately be applied.  Report all death gratuity
payments separately, using TD Form 1099R.  Enter the total amount of the distribution in Box 1.
Enter the appropriate taxable amount in Box 2a.  For members who died on or before
August 20, 1996, the maximum exclusion amount is $5,000.
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