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Section A. Pur pose and Scope

Thi s I NSTRUCTI ON sets forth the requi rement and procedures for wi thholding State
income tax fromthe pay of PHS commi ssioned officers.

Section B. Authority

5 U S.C. 5517 and Executive Order No. |1997 dated June 22, |977, provide
for withholding State inconme taxes from the conpensation of Federal
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enpl oyees and nmenbers of the Arnmed Forces [1]/ if an agreenent has been
entered into between the Secretary of the Treasury and the proper
official of the State. These agreenments constitute the basis by which
Federal agencies withhold State taxes fromthe conpensati on of nenbers of
the Arned Forces. The regul ations governing such withholding are in 3
C.F.R 215. These regqgulations prescribe the requirenents for entering
into agreenents between the Secretary of the Treasury and the States.

5 US.C 5516 (47 D.C. Code 15862) directs the Secretary of the Treasury
and an official of the District of Colunbia to enter into an agreenent
for withholding District of Colunbia inconme taxes fromthe conpensation
of Federal enployees and nenbers of the Arnmed Forces.

Executive Order No. 11997 al so states "any agreenent affecting nenbers of
the arned forces shall also provide that the head of an agency may rely
on the certificate of |egal residence of a nmenber of the arnmed forces in
determining his or her residence for tax withhol di ng purposes.”

Section C. Applicability

The provisions of this I NSTRUCTION apply to all PHS comni ssi oned of ficers
serving on active duty, and inactive reserve officers in inactive duty
training with pay status.

These provisions do not apply to retired PHS comm ssioned officers or
annui tants of PHS conmi ssioned officers. For information on w thhol di ng
of State tax from the pay of retired officers, see |INSTRUCTION 9,
Subchapt er CC23.8, of this manual

Section D. State Incone Tax Liability

The Soldiers' and Sailors' Civil Relief Act of 1940, as anended (50
U.S.C. App. 574) provides, in effect, that for purposes of State incone
tax liability, a nenber of the mlitary service shall not be regarded as
havi ng | ost hi s/ her residence or domicile in his/her "home" State solely
because the nmenber is absent under military or naval orders; nor shal
the nenber be regarded as having acquired a residence or domicile in any
other State solely because of such absence. It also provides that a
State (other than "home" State) cannot tax the incone of a nenber of a
mlitary service nerely because the nmenber resides and/or perforns
hi s/ her official duty there

For this purpose the PHS Commi ssioned Corps functions in the manner of
the Arned Forces.
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Public Law 94-278, April 22, 1976, states: "Active service of
conmi ssioned officers of the Service [1]/ shall be deened to be active
mlitary service in the Arned Forces of the United States for the
purposes of all rights, privileges, immnities and benefits now or
her ei nafter provi ded under the Soldiers' and Sailors' Civil Relief Act of
| 940.

Section E. State | ncone Tax Wt hhol di ng

Exhibit | lists the States which have entered i nto wi thhol di ng agreenents
with the Secretary of the Treasury under the authority cited in Section
B, and the District of Colunbia which has al so done so. Under the terns
of these agreenents and, if appropriate under those State tax |laws, State
taxabl e wages of officers whose legal residence is within one of the

listed States will be accunul ated and reported to the applicable State.
(NOTE: No State income tax is legislated in those States so designated
in Exhibit |I. Consequently State inconme tax will not be withheld from

the officer's pay whose |legal residence is in a State so identified.)

Form DD 2058, "State of Legal Residence Certificate" (Exhibit I1), shall
be used (I) to deternine State of |egal residence for purposes of tax
wi t hhol ding, (2) to record changes in the State of |egal residence and,
(3) tonotify the tax authorities of an officer's previous State of |egal
residence/donmicile of the change in State of |egal residence/donicile.
For those States listed in Exhibit | as having entered into agreenents
with the Secretary of the Treasury, a certificate of tax w thhol ding for
that particular State nust also be conpleted by the officer who clains
| egal residence in that State. Such a certificate nay be obtained from
the taxing authorities in that State. If such a certificate is not
avail able fromthe State, |RS FormW4, "Enpl oyee's Wthhol di ng Al |l owance
Certificate," may be used if a change is nade in the formto indicate
that it applies to State tax rather than Federal tax (See Exhibit 111).
The conpl et ed Form DD 2058 shoul d be submitted with the appropriate State
tax withholding certificate to:

Conmmi ssi oned Personnel Operations Division/ OPM OM
Conpensati on Branch/ Active and Retired Pay Section
Room 4-50 Par kl awn Bui | di ng

Rockville, MD 20857

The amount of tax deducted fromthe officer's pay will be in accordance
with the wi thholding schedule prescribed by each State, based on the
nunber of exenptions claimed by the officer on the appropriate State
wi t hhol di ng exenption certificate.

|/ Public Health Service
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3. If no formspecifying a State for State incone tax w thhol ding purposes
is conpleted by an officer on call to duty, no State tax wll be
wi t hhel d. However, the ampunt of State taxable wages will be recorded
and reported to the State |isted as "hone of record" upon call to duty.
4, Personnel records (including payroll records) are subject to the pro-

vi sions of the Privacy Act of |974. I NSTRUCTI ON 7, Subchapter CC26.1,
"Rights, Responsibilities and Personnel Records of PHS Conm ssioned
O ficers Under the Privacy Act," of this manual, sets forth the pro-
cedures to be followed in the maintenance of these records. The ap-
plicabl e systens of records are: 09-90-0017, "Pay, Leave, and Attendance
Recor ds, HHS/ OS/ ASPER"'; and 09-37-0002, "PHS Conmi ssi oned Cor ps Personnel
Records, HHS/ OASH OM "
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EXH BIT |

Jurisdictions Wth Which the Secretary of the Treasury has Entered
Into Agreenents for Wthholding State I ncone Tax

Al abama Kansas New Mexi co

Ari zona Kent ucky New Yor k

Ar kansas Loui si ana North Carolina

California Mai ne Ghio

Col or ado Mar yl and Okl ahoma

Del awar e Massachusetts Oregon

Di strict of Colunbia M chi gan Pennsyl vani a

Georgi a M nnesot a Rhode 1 sl and

Hawai i M ssi ssi ppi Sout h Carolina

| daho M ssouri Ut ah

Il1inois Mont ana Ver nont

I ndi ana Nebr aska Virginia

| owa New Jer sey West Virginia

W sconsin
Jurisdictions Wth No State | ncome Tax

Al aska New Hanpshire Tennessee

Connecti cut Nort h Dakot a Texas

Fl ori da Puerto Rico Washi ngt on

Nevada Sout h Dakot a Womi ng
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EXHIBIT II

STATE OF LEGAL RESIDENCE CERTIFICATE
DATA REQUIRED BY THE PRIVACY ACT GF 1974

AUTHORITY: Tax Reform Act of 1976, Public Law 94—455.
PURPOSE: Information is required for determining the corvect State of legal residence for purposes of
withholding State income taxes from military pay.
ROUTINE USES: Information herein will be furnished State authorities and to Members of Congress.
MANDATORY OR  Disclosure is voluntary. If not provided, State income taxes will be withheld based on the tax
VOLUNTARY laws of the State previously certified as your legal resid , or in the ab of a prior
DISCLOSURE: certification, the tax laws of the applicable State based on your home of record.
NAME (Lest, first middle Initiol} SOCIAL SECURITY NUMBER (S5N)
A

LEGAL RESIDENCE/OOMICILE (City or county and State)

INSTRUCTIONS FOR CERTIFICATION OF STATE OF LEGAL RESIDENCE

The purpose of this certificate is Lo obtain information with respect to your legal residence/domicile for the purpose of
determining the State for which income taxes are to be withheld from your ‘“wages" as defined by Section 3401(a) of
the Internal Revenue Code of 1954. PLEASE READ INSTRUCTIONS CAREFULLY BEFORE SIGNING.

The terma *‘legal resid ' and ‘“‘domicile’’ are essentially interchangeable. ln brief, they are used to denote that place
where you have your permanent home and 1o which, whenever you are absent, you have the intention of returning. The
Soldiers’ and Sailors’ Civil Relief Act protects your military pay from the income taxes of the State in which you reside by
reason of military orders unless that is also your legal residence/domicile. The Act further provides {that no change in your
State of legal residence/domicilte will occur solely as a result of your being ordered to a new duty station.

You should not confuse the State which is your “home of recaord’’ with your State of legal residence/domicile. Your
“home of record™ is used for fixing travel and transportation allowances. A “‘home of record’ must be changed if i
was erroneously or fraudulently recorded initially.

Enlisted members may change their ‘‘home of record" at the time they sign a new enlistment contract. Officers may not
change their ““home of record" except to correct an error, or after a break in service. The State which is your “home of
record” mey be your State of lega! residence/domicile only if it meets certain criteria.

The formula for changing your Stste of legal residence/domicile is simply stated as follows: physical presence in the new
State with the simultaneous intent of making it your permanent home and abandonment of the old State of legal residence/
domicile, In most cases, you must actually reside in the new State at the time you form the intent 1o make it your perma-
nent home. Such intent must be clearly indicated. Your intent to make the new State your permanent home may be
indicated by certain actions such as: (1) registering to vote; (2) purchasing residential property or an unimproved
residential lot; (3) titling and registering your autamobile(s); (4) notifying the State of vour previous legal residence/
domicile of the change in your State of legal residence/domicile; and (5) preparing a new last will and testament which
indicates your new State of legal residence/domicile. Finally, you must comply with the applicable tax laws of the State
which is your new legal residence/domicile. -

Generally, unless these steps have been taken, it is doubtful that your State of legal residence/domicile has changed.
Failure to resolve any doubts as to your State of legal residence/domicile may adversely impact on certain legal privileges
which depend upon legal residence/domicile including among others, eligibility for resident tuition rates at State univer-
sities, eligibility to vote or be a candidate for public office, and eligibility for various wetfare benefits. If you have any
doubt with regard (o your State of legal residence/domicile, you are advised to see your Legal Assistance Officer (JAG
Representative) for advice prior to completing this form.

1 certify that, to be best of my knowledge and belief, I have met ali the requirements for legal residence/domicile in the
State claimed above and that the information provided is correct.

1 understand that the tax authorities of my former State of legal residence/domicile will be notified of this certificate.

SIGNATURE CURRENT MAILING ADDRESS {Include ZIP Code; DATE

0D .=22%, 2058
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EXHIBIT III

STATE OF
F w 4 Department of the Treasury-—internal Revenue Service OMB No. 1545-0010
orm -
A H 31
(Rev. January 1983) Employee’s Withholding Allowance Certificate Expires §-31-85
1 Type or print your full name 2 Your sociai security number
Home address (number and street or rural route) (] Single [7] Married
3 Marital | [J Married, but withhold at higher Single rate
City or town, State, and ZIP code Status | Note: It married, but legally separated, or spouse is a

nonresident alien, check the Singie box.

4 Total number of allowances you are claiming (from line F of the worksheet on page 2) .
5 Additional amount, if any, you want deducted from each pay .

A I
| claim exemption from withholding because (see instructions and check boxes below that apply): % 7 Z
a [] Last year | did not owe any Federal income tax and had a right to a full refund of ALL income tax withheld, AND / ///

b O This year | do not expect to owe any Federal income tax and expect to have a right to a full refund of | vear

ALL income tax withheld. If both a and b apply, enter the year effective and “"EXEMPT" here . . p
¢ It you entered “EXEMPT" on line 6b, are you a full-time student? . . . . . . . . . . . . . . . [] Yes [ ] No
Under the penalties of perjury, | certify that | am entitied to the ber of withhalding all claimed on this certificate, or if claiming exemption from withholding, that
t am entitted to claim the exempt status.
Employee's signsture p- Date p 19
7 Employer's name and address (Employer: Compiete 7, 8, and 9 only if sending to iRS) 8 OfLice 9 Emptoyer identification number
code
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