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Retirees who have been receiving two separate checks from the Defense Accounting and Finance Center (DFAS) for retired pay and concurrent retired disability pay (CRDP) will see those payments combined in a single check starting this month. In the past, DFAS had to make the payments separately and didn’t have the computerized capability to show the CRDP payment on retiree pay statements.

Now that’s changing. But the updated statements are causing some confusion.

Retirees eligible for concurrent receipt will notice a change in the “VA waiver” line of the pay statement. Normally that means your VA payment changed. In this case, it just means that the accounting system is catching up with the actual amount of retired pay that is offset by the retiree's VA compensation.

Now that CRDP is being incorporated in disabled retirees’ pay statements, the statements will show a dollar-for-dollar decrease in the waiver amount and a dollar-for-dollar increase to their taxable retired pay.

Unfortunately, DFAS can’t yet show Combat-Related Special Compensation (CRSC) payments on the pay statement. That’s in DFAS’ plans for the near future, but a date has yet to be determined.

One further point of confusion is the Federal Income Tax Withheld (FITW). Since implementation of CRDP in 2004, DFAS has withheld 10% of the CRDP for federal income taxes.

However, now that retired pay and CRDP are incorporated in one single check, DFAS will begin withholding income taxes from CRDP at whatever percentage the retired member has designated for his or her retired pay.

If a member’s retired pay withholding rate is higher than 10%, this means the net total pay from DFAS will probably drop lower than the member has been used to. Members who have applicable tax rates below 10% will see an increase in net pay.

The bottom line: disabled retirees are still receiving the same pay amounts from both the VA and DFAS that they have in the past. All that’s changing is that the two payments have been combined, and the tax withholding may be different.

Retired members can ask DFAS to adjust their withholding rate at any time. 




