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Section A. Pur pose and Scope

1. This INSTRUCTION sets forth the requirenents for deduction of Social
Security (FICA) taxes from pay of Public Health Service (PHS)
commi ssi oned of ficers serving on active duty.

2. I nformati on about officers' coverage and the benefits payabl e under the
Social Security O d-Age and Survivors Insurance Program can be obtai ned
from a local Social Security office or from the Social Security
Admi nistration, Ofice of Policy and Regul ations, 6401 Security Bl vd.,
Bal tinore, Maryland 21235,

Section B. Authority

The Servicenen's and Veterans' Survivor Benefits Act of 1956 (42 U.S.C. 402 et
seq.) extended Social Security coverage to conm ssioned officers of PHS and
required PHS to wi t hhol d taxes froman officer's pay and al |l owances as prescri bed
by the Federal Insurance Contributions Act (FICA) (26 U . S.C. 3101 et seq.).
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Section C. Coverage

The provisions of this I NSTRUCTION apply to all officers serving on active duty,
i ncludi ng active duty for training. Coverage is mandatory.

Section D. Deduction of Tax

1. Taxabl e Wages. Only nonthly basic pay is subject to FICA taxes. Basic
pay credited during the cal endar year, up to the maxi mumincone subject
to FICA taxes (see table below), is subject to this tax. A difference,
therefore, will occur in the nunmber of nonths during the cal endar year
this deduction will be nmade, depending on the amount of the officer's
basi ¢ pay. For exanple, during 1988, if the basic pay is $3,750 per
month or | ess, the deduction will be nmade every nmonth of the year. |If,
however, the nmonthly basic pay during 1988 exceeds $3, 750 (i.e., $45,000
annual ly), the nonthly deduction will cease after the total amount of tax
has been deducted fromthe first $45,6000 of the officer's annual basic
pay, and no further deductions will be nade until the first nonth of the
next cal endar year (i.e., January 1989).

2. Tax Rate. The percentage of tax deduction, the maxi mum taxable inconeg,
and the total maxi mumtax by cal endar year are:

Tax Rate Tabl e

Cal endar Year FI CA (percent age) Maxi mum | ncone Taxed Maxi mum Tax
1980 6.13 $25, 900 $1587. 67
1981 6. 67 29, 700 1975. 05
1982 6.70 32,400 2170. 80
1983 6.70 35, 700 2391 .90
1984 6.70 37, 800 2532. 60
1985 7. 05 39, 600 2791. 80
1986 7.15 42,000 3003. 00
1987 7.15 43, 800 3131.70
| 988 7.51 45, 000 3379. 50
1989 7.65 * *

* Under 42 U.S.C. 430(a), the Secretary of Health and Human Servi ces publishes
inthe Federal Register on or before Novenmber | of the cal endar year preceding
the cal endar year the tax is to be effective, the maxi muminconme to be taxed.

The Public Health Service, as the officer's enployer, pays a matching anmount
of its share of the FICA tax. However, in 1984, the enpl oyer paid 7.0 percent
i nstead of 6.70 percent. Public Law 98-21, Section 123, allowed enpl oyees a
.3 percent wage tax credit.
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3. More Than One Enpl oyer. FICA tax will be withheld from an officer's
basic pay without regard to amounts previously or currently deducted by
anot her enployer within the calendar year. If this results in a

wi t hhol ding in excess of the maxinum tax, the officer may claim such
excess as a credit on his/her income tax return for that cal endar year.
The amount withheld during each year will be reported on Form W2, Wge
and Tax Statenment, issued to each officer at the end of the taxable year.
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