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Section A. Pur pose and Scope

Thi s I NSTRUCTI ON provi des information concerning the Survivor Benefit Plan
(SBP), an annuity programwhich permts nenbers of the uniformed services who
reach retirement eligibility to leave a portion of their retired pay to their

survivors. It states the essential provisions of the | aw governing SBP and
establ i shes adnini strative procedures as they apply to the Comi ssi oned Cor ps
of the Public Health Service (PHS). This | NSTRUCTI ON does not cover
informati on and exceptions of l|inmited applicability. Refer to the SBP

statutory authority, 10 United States Code (U S.C.) 1447 et seq. for
addi ti onal detail.

DEPARTMENT OF HEALTH AND HUMAN SERVI CES T.S. PHS- CC 484 05/ 06/ 87



PAGE 2 PHS PERSONNEL | NSTRUCTI ON 5 CC29. 5 SURVI VOR BENEFI T PLAN

2. For information on the Retired Serviceman's Fanily Protection Plan (RSFPP),
refer to Commi ssioned Corps Personnel Manual (CCPM, Subchapter CC29.5,
I NSTRUCTI ON 4. RSFPP is applicable only to officers who retired prior to
1972.

3. For information on Dependency and I ndemity Conpensation (DI C), which is paid
by the Veterans Administration (VA) to the eligible dependents of officers
whose death is found to be service-connected, refer to CCPM Subchapter
CC29.5, | NSTRUCTI ON 6.

Section B. Authority

1. The Survivor Benefit Plan is set forth in 10 U . S.C. 1447 et seq.

2. PHS conmissioned officers are entitled to participate in SBP under the
authority of 42 U S.C. 213a(a)(5).

Section C.  Responsibilities

1. The Joint Departnent of Defense and Uniformed Services Survivor Benefit Plan
Board, of which PHS is a nenber, is responsible for pronulgating the
regul ation governing the inmplenentation and adnministration of SBP
coordi nating uniform admi nistration of SBP by the seven uniforned services,
and reporting to Congress regardi ng the operation of and participation |evels
in SBP.

2. The Division of Conmi ssioned Personnel (DCP), O fice of the Surgeon General
is responsible for the adm nistration of SBP within PHS.

Section D. Overview of SBP

1. General. SBP provides a retired PHS officer with the opportunity to defer
recei pt of a portion of retired pay so that a beneficiary designated by the
officer will receive an annuity from PHS upon the officer's death.
Participation in SBP allows a retiree to ensure a guaranteed, mnimm/leve
of income for the designated beneficiary fromthe Federal Governnment after
the retiree's death.

2. Eligible Beneficiaries. An officer can elect one of the followng
beneficiary designations:

a. Spouse or former spouse only (An officer may elect only one, which
automatically precludes coverage of the other.);
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b. Spouse/ former spouse and chil dren
c. Children only; or
d. I nsurabl e i nterest person.
3. Cost and Anmpunt of Annuity.
a. Cost. The nmonthly cost to the retiree for the annuity is based on

the amount of the annuity the retiree elects to provide and the
category of individual the retiree designates as beneficiary. The
cost is not subject to Federal inconme tax. Refer to the sections
of this INSTRUCTION that discuss each beneficiary group for the
specific cost formla. The approximate cost of providing an
annuity in the maxi rum anount to each beneficiary group foll ows:

(D Spouse/ former spouse - slightly less than 10% of the
retiree's retired pay.

(2) Children only - based on actuarial tables and is generally
between 1 to 3 percent of retired pay.

(3) I nsurabl e interest person - between 10 and 40 percent of the
retiree's nonthly retired pay.

b. Ampunt of Annuity.

(D The anmpunt of the annuity is deternmined by the officer's
el ection of a "base ampunt", which can be between $318. 27 (as
increased fromtine to tine by COLAs to active duty pay) per
nmonth and the full amount of retired pay. The annuity is 55%
of the base anpunt while the spouse is under age 62, and 35%
of the base ambunt when the spouse is age 62 or older. The
annuity anount for an insurable interest person is conputed
under a different fornula and is generally |ower.

(2) The beneficiaries of officers who were deceased, retired, or
eligible toretire on October 1, 1985, may have the anount of
their annuity conputed under the SBP law in effect prior to
March 1, 1986, if use of that nmethod woul d provide themwith
a higher annuity paynent. DCP will conmpute an eligible
beneficiary's annuity using both nethods and pay the annuity
that is nore advantageous. The conputation method used in
this case is set forth in 10 U S.C. 1451(e)(3).
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4. Aut omati c _coverage.

a. Automatic Enrollnment on Retirenent Date. An officer with a spouse
and/or child at the tinme of retirenment is automatically enrolled in
SBP at the maxi num anobunt at the time of retirement unless he/she
declines enrollment in witing, has no eligible beneficiaries, or
el ects participation at |ess than the maxi mum | evel .

b. Upon Active Duty Death After 20 Years of Service. Once an active
duty officer attains 20 years of active service, making himher
retirement eligible, if he/she should die while still on active
duty, the officer is automatically enrolled in SBP at the maxi mum
anount. In this case, an SBP annuity would be paid by PHS to the
officer's surviving spouse, or if there is no spouse, dependent
children, based on what the officer's retired pay woul d have been
had the officer retired on the day he/she died.

5. Irrevocability. All decisions concerning SBP participation are final on
the date of retirenment. Only a change in the status of a beneficiary
permts an officer to change an SBP el ection after retirement, except for
open enrol I ment periods discussed in Section J.7. of this | NSTRUCTI ON

a. El ection Not To Participate. An election to decline participation
in SBP when an officer has an eligible spouse at the tinme of
retirement bars the officer fromenrolling in SBP in the future.

b. Beneficiary Election. Once an officer fails to provide SBP
coverage to an eligible beneficiary at the time of retirenment, that
person, and the beneficiary group to which that person bel onged can
never be provided SBP coverage by the officer after retirenent.
There are certain limted exceptions described in Section H of
this | NSTRUCTI ON

For exanple, at the time of retirement an officer elects spouse
only coverage and has two dependent children. After retirenment,
the officer cannot change the SBP beneficiary designation from
spouse only to spouse and child or to child only.

c. Amount of Annuity. The level of the annuity selected by the
officer at retirement generally cannot be changed follow ng
retirement. The only exception to this rule allows an officer to
i ncrease the | evel of participation for a spouse if he/she renar-
ries followi ng retirenent.

6. Cost-of -Living I ncreases. Wenever a cost-of-living adjustment (COLA) is
made to retired pay, both the cost of SBP coverage and the anount of the
annuity payable will increase by the sanme percentage as the COLA.
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7. Spousal Concurrence. Before an officer with a spouse can decline
participation in SBP, or elect to participate at |less than the maxi mum
| evel, the officer's spouse nust concur in the election. |f the spouse
objects, the officer will be enrolled at the maxi mumlevel. However, if
an officer elects to provide an annuity to a fornmer spouse, the el ection
is permtted without concurrence fromthe current spouse.
8. Unmarried Officer. An officer who is wunmarried at the time of
retirement, and who has no eligible child beneficiary retains eligibility
to enroll in SBP after retirement if he/she subsequently acquires a
spouse or child.
Section E. Spouse or Former Spouse As An SBP Beneficiary
1. Spouse Eligibility.
a. A spouse is an eligible SBP beneficiary if the spouse:
(D Was married to the officer fromthe tinme the officer retired
through the date the officer died;
(2) Married the deceased officer subsequent to the officer's
retirement and the marriage lasted for at |east one year
i medi ately preceding the officer's death; or
(3) I's the parent of a child born of the marriage to the officer
2. Former Spouse Eligibility.

a. A former spouse is an eligible SBP beneficiary if the fornmer
spouse:

(D Was nmarried to the officer for at |east one year, or is the
parent of a child of that marriage; and

(2) The forner spouse was not passed over as a spouse beneficiary
at the time the officer retired.

b. A court of conpetent jurisdiction may order an officer to elect a
former spouse as an SBP beneficiary, or the officer and the forner
spouse nay enter into a voluntary witten agreenent to that effect.
To subsequently change this el ection, the court order requiringthe
el ection nmust be nodified to pernit the change, or the fornmer
spouse and of ficer nmust execute another voluntary witten agreenent
ef fecting the change.
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3. Cost, Anpunt and Duration of the Annuity.

a. Cost. The nonthly cost of providing SBP coverage for a spouse or
former spouse is conputed by applying a cost forrmula to an anount
call ed the base anount.

(D Base Ampunt. The base amount is a dollar amount of retired
pay, selected by the officer, for use in conputing both the
nmonthly cost to the officer and the nonthly anmount of the
annuity paid to the surviving spouse/former spouse upon the
of ficer's death.

(a) The base amount sel ected by the officer can range from
$318.27 (as increased fromtime to time by COLAs to
active duty pay) to the full amount of the officer's
retired pay.

(2) Cost Fornula. The cost is determined by taking 2 1/2%of the
first $318.27 of the base anpbunt, and adding it to 10%of the
remai ni ng base amount. Exanple:

Oficer Aelects his full retired pay of $2,000 as the base

anmount .

Fornul a Retired Pay Cost
2 1/2% x $ 318.27 = $ 7.96
10% X 1681. 73 +_168. 17

Base anount: $2000
Monthly cost to officer = $176.13

(3) Suspension of Cost. |If an officer is paying for SBP coverage
of a spouse, the cost is suspended if the spouse becones an
i neligible beneficiary because of the spouse's death or
divorce. |If the officer is also providing child coverage
the cost for the child coverage continues as long as there
are eligible children.

b. Amount of the Annuity.

(D Spouse/ Forner Spouse Under Ade 62. The SBP annuity payabl e

is 55% of the base anount if the spouse/fornmer spouse is
under 62 years of age at the tine he/she becones eligible to
receive the annuity.

Exanple. Surviving spouse/forner spouse is age 53 at the
time theretiree dies. The retiree had el ected a base anount
of $2, 000.
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55% X $2,000 = $1,100, the nonthly annuity

(2) Spouse/ Former Spouse Age 62 or O der. The SBP annuity
payable is 35% of the base ampunt if or when the spouse/
former spouse is 62 years of age or older. If the officer
was deceased, retired, or retirenent eligible on October 1,
1985, the spouse/former spouse may be eligible to use a
different annuity conputationif it is nore advantageous (see
(3) below).

Exanpl e. Surviving spouse/former spouse turns 62 while
receiving the annuity, or is 62 when the retiree dies. The
base anmount was $2, 000.

35% X $2,000 = $700, the nonthly annuity

(a) The percentage for conputing the annuity decreases at
age 62 because the survivor will generally start
receiving Social Security old age benefits at this
time, and SBP is regarded as suppl enenting the Socia
Security benefit at this point.

(3) G andf ather Provision Concerning Annuity Conputation. As
expl ained in Section D.3.(b)(2) above, the beneficiaries of
of ficers who were deceased, retired, or retirenment eligible
as of October 1, 1985, are eligible to have their SBP annuity
conmput ed under 10 U. S.C. 1451(e)(3) if it results in a higher
annui ty paynent.

(4) Suspension of Annuity. The SBP annuity paid to the
spouse/ forner spouse is suspended if he/she remarri es before
age 55. If the remarriage ends, the SBP annuity is

restarted. The SBP annuity is not stopped if the spouse/
former spouse renarries at age 55 or |ater

(5) Ternmination of Annuity. The SBP annuity payable to the
spouse/ forner spouse term nates upon hi s/ her death.

c. Start of Annuity Paynents. Entitlenent to the SBP annuity paynent
commences to the surviving spouse/fornmer spouse effective with the
first day after the death of the retiree. Actual paynments of the
annuity are made at the end of each nonth. However, PHS cannot

start paynment of the SBP annuity until it is notified of the
retiree's death and has received a copy of the death certificate.
If Jlate notification is received, payrment wil | be nmade

retroactively to the date of the retiree's death.
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Reduction in Annuity Upon Receipt of DIC. The SBP annuity is integrated
wi t h Dependency and | ndemmity Conpensation (DI C), payabl e by the Veterans
Admi nistration (VA) to the surviving spouse (DIC is not payable to a
former spouse) when VA finds an officer's death to be service-connected.
When VA awards DIC to a surviving spouse, the SBP annuity is reduced by
t he amobunt of DI C paid.

For exanple, if the SBP annuity is $1,000 and VA pays DI C of $800, PHS
will pay $200 in SBP to bring the conmbined SBP and DI C paynent to the
$1,000 I evel. The benefit of replacing a portion of the SBP annuity with
DICis that DICis nontaxable. It is inportant to renmenber that DICis
payable only if the officer's death is service-connected. Therefore, if
an officer is given a disability rating from VA for heart disease, but
di es of cancer, no DICw Il be paid since the death was not the result of
the service-connected disability.

a. When the SBP annuity is reduced or suspended because the surviving
spouse is receiving DIC, the surviving spouse will receive a refund
fromPHS for the cost of the SBP annuity taken fromthe officer's
retired pay that relates to the part of the SBP annuity not being

pai d.

b. Entitlenent to DIC paynents ceases if the surviving spouse
remarries, regardless of age. |In this case, the SBP annuity will
be reinstated to the surviving spouse provided he/she is age 55 or
older. |If the SBP annuity is restored, any anount of the officer's
SBP deductions that had been refunded to the surviving spouse nust
be repaid.

When an Officer Has Both a Spouse and Fornmer Spouse. An officer can
provi de only one SBP annuity. |If, at the time of retirenent, an officer
has both a spouse and a forner spouse, the officer may, except as set
forth in Section E. 7 and 8, below, designate either individual as the
SBP beneficiary, precluding election of the other for life. If an
of ficer has nore than one forner spouse at the tinme of retirenment, he/she
may el ect to provide SBP coverage to only one of the former spouses.

Automatic Spouse Coverage. |If a retirenent eligible officer dies while
on active duty and the surviving spouse is under 62 years of age, hel/she
is entitled to receive an SBP annuity equal to 55% of what the officer's
retired pay woul d have been if the officer had retired on the day he/she
died. If the surviving spouse is age 62 or older, the annuity would be
equal to 35% of what the officer's retired pay woul d have been

Automatic Forner Spouse Coverage. |If a retirement eligible officer dies
while on active duty and there is a court order providing that the forner
spouse will be designated the officer's SBP beneficiary, the forner
spouse will be eligible to receive an SBP annuity upon the officer's
death. |If the forner spouse is under age 62 when the officer dies, the
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annuity will be 55%of what the officer's retired pay woul d have been if
the officer had retired on the day he/she died. |f the forner spouse is
age 62 or older, the annuity would be 35% of what the officer's retired
pay woul d have been.

8. Former Spouse Deemed Elections. Wen a PHS officer is ordered or
voluntarily agrees in witing to nane a former spouse as his/her SBP
beneficiary incident to a divorce proceeding in a court of conpetent
jurisdiction, and then fails to make such an el ection, the former spouse
may request PHS to make such an el ection. This is referred to as a
deened el ection. A request for a deened el ection nust be received by PHS
wi t hin one year of the effective date of the court order or other witten
agreenent .

a. If the election was ordered by the court, the forner spouse nust
provide PHS with a certified copy of the appropriate court order
Only court orders issued on or after Novenmber 14, 1986, shall be
honored by PHS because prior to that date state courts were
prohi bited by law fromissuing such orders.
b. If the election was made by a voluntary witten agreenent between
the PHS officer and the forner spouse, the agreenent nmust be
i ncorporated into, ratified or approved by the court as part of the
di vorce proceeding. |In this case the Novenber 14, 1986, limting
date i s not applicable. However, the forner spouse nmust submt the
request to PHS within one year of the effective date of the court
order or witten agreenent, whichever is |ater
c. A deened el ection for a forner spouse will override any other SBP
el ection the officer may have nade.
Section F. Children as SBP Beneficiaries
1. Child Eligibility. To be eligible as an SBP beneficiary under the child

category, the child nust:
a. Be unnarri ed;
b. Meet one of the following criteria:

(1) Be under 18 years of age;

(2) Be at |east 18, but under 22 years of age and pursuing a
full-time course of study or training in an appropriately
recogni zed educational or academic institution; or

(3) Be i ncapabl e of sel f-support because of a nental or physica
i ncapacity which existed before age 18, or incurred on or

after age 18 but before age 22 while pursuing a full-tine
course of study; and
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c. Be the child of the officer nmaking the SBP el ection, including an
adopted child, stepchild, foster child, or recogni zed natural child
who lived with the officer in a regular parent-child relationship
A foster child who is cared for under a social agency contract
cannot qualify as a dependent for an SBP annuity.

2. Ternmination of Child Eligibility. Wen an eligible child beneficiary
marries, or reaches any of the age limts set forth in Section F.1 above,
the child is no longer an eligible SBP beneficiary. Monthly costs for
and annuity paynments to, other children who renmain eligible dependents
continue until the youngest child is no |onger an eligible beneficiary.

3. Child Beneficiary Election Options.

a. Spouse and Child Coverage/ Forner Spouse and Child Coverage. By
making this election, an officer does not increase the amunt of
the total SBP annuity payable, but does ensure that the eligible
children will continue to receive the SBP annuity in the event the
spouse/ fornmer spouse becones ineligible to receive SBP for any
reason.

b. Child Only Coverage. Child only coverage may be el ected even if
there is a spouse eligible to be naned as an SBP beneficiary. |If
child only coverage is elected, the SBP annuity will stop when the
youngest child ceases to be an eligible dependent.

C. Insurable Interest Coverage of Child. An officer who has no
eligible spouse at the tine of retirenent and who has only one
dependent child, nay elect to provide an SBP annuity to that child
for Iife by using the insurable interest coverage i nstead of child
only coverage. By doing this, the SBP annuity payable to the child
is not termnated when the child ceases to be a dependent.
However, the cost to the officer to provide this type of SBP
coverage is nmuch higher than child only coverage (see Section G
for informati on about insurable interest coverage).

4, Cost and Anpunt of Annuity.

a. Spouse and Child Coverage/ Forner Spouse and Child Coverage.

(D Cost. The cost of spouse and child/former spouse and child
coverage is the cost of the spouse coverage plus the cost of
the child coverage. The child coverage cost is conputed
usi ng actuarial tables based on the base anbunt el ected by
the officer and the age of the youngest child. Generally,
addi ng child coverage to spouse/former spouse coverage adds
only a fewdollars a nonth to the total cost to the officer.
Because the cost is based on the age of the youngest child,
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(2)

(3)

(4)

Child

the nunber of children covered does not affect the cost,
which is the sane whether one or ten children are designated
as beneficiaries.

Suspension of Cost. When an officer is paying to provide
coverage for children, the nonthly cost of child coverage is
suspended when the youngest child is no longer an eligible
beneficiary.

Amount of Annuity. As stated above, an officer does not
i ncrease the amobunt of the annuity payable, which is either
55% or 35% (dependi ng upon t he age of the spouse) of the base
anmount originally elected by the officer. The annuity is
paid directly to the surviving spouse, or if the spouse
beconmes ineligible, the annuity is paid on behalf of the
chi l dren.

Suspensi on_and Terni nati on of Annuity.

(a) Under spouse and child or former spouse and child
coverage, the SBP annuity paynent continues even if one
cl ass of beneficiary becones ineligible. Thus, if the
spouse becones ineligible for the annuity, the children
continue to receive it as long as they are eligible.
If the children becone i neligible, the spouse continues
to receive it as long as he/she renmins eligible.

(b) The SBP annuity paynent under this type of coverage
term nates only after the spouse and all the children
beconme ineligible beneficiaries.

Only Coverage.

(1)

(2)

(3)

Cost. The cost of child only coverage i s an actuarial charge
based on the base anpunt elected by the officer and the age
of the youngest child of those designated by the officer as
beneficiaries. The number of children covered is not a
factor when conputing the cost or the annuity.

Suspension of Cost. When the youngest child designated as a
beneficiary is no longer an eligible SBP beneficiary, the
nont hl y deducti ons of the cost fromthe officer's retired pay
wi |l be suspended.

Amount of Annuity. The annuity will be 55% of the base
anount el ected by the officer, regardl ess of the nunber of
children covered. It will be paid to the parent or guardi an

of the children in one |lunp sum
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(4) Term nation of Annuity and Coverage. Wen the youngest child
is no longer an eligible beneficiary, SBP coverage is
suspended if the officer is still alive, or the SBP annuity
paynments cease if the annuity paynents have begun

5. Automatic Coverage of Children. When a retirement-eligible, active duty
officer dies, and there is no eligible spouse; or if the eligible spouse
subsequently dies after the SBP annuity is started; the surviving
dependent children of the officer are entitled to receive an SBP annuity
equal to 55%of what the officer's retired pay woul d have been had he/ she
retired on the day he/she died.

Section G | nsurabl e I nterest Beneficiary

1. Definition of Insurable Interest Person. A person naned as a beneficiary
under the insurable interest provision of SBP is any person who has bona
fide financial interest in the continued Ilife of the officer/ retiree,
i.e. soneone who stands to realize sone financial gain during the
lifetime of the retired officer. Docunentation of the person's actua
financial interest inthe officer nay be required if that interest is not
obvious fromthe stated rel ati onshi p between the i ndi vi dual designated as
the beneficiary and the officer

2. Insurable Interest Election. An insurable interest election my be made
when an officer has no eligible spouse or child beneficiary (or only one
dependent child as explained in Section F.3.c. above). An i nsurable

interest election may be terninated if a retiree acquires a spouse and/ or
eligible children and elects to provide SBP coverage for the new spouse
and/ or children instead.

3. Cost. The nonthly cost is 10%of the officer's full retired pay, plus an
additional 5% of his/her retired pay for each full five years the naned
beneficiary is younger than the officer. The total cost cannot exceed
40% of the officer's full retired pay. |f the naned beneficiary is the

same age or older than the officer, the reduction is 10% When the
person nanmed is 30 years younger than the officer, the maxi num cost of
40% i s reached.

4, Amount of Annuity. The annuity payable to an insurable interest bene-
ficiary is 55% of the officer's retired pay after the retired pay is
reduced by the cost of the annuity.

5. Exanpl e Conputation of Cost and Annuity. The officer's retired pay was
$2, 000 per nonth. The officer was age 57 and the insurable interest
person was 35, creating a 22 year difference in their ages. The nonthly
cost to the officer would be:

10% of $2,000 (full retired pay) = $200.00
plus _5%for each 5 years difference in age (20% = 400.00
Total nonthly cost to officer = $600. 00
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The annuity payable to the beneficiary upon the retiree's death woul d be:
55% of $1, 400 ($2000 m nus the cost $600) = $770 nonthly annuity

Term nation of Annuity. The SBP annuity paynent to an insurable interest
beneficiary termi nates only upon the death of the beneficiary.

Section H.  Enroll nent

Expl anation of SBP to Oficer and Spouse. VWhen an officer submts
hi s/ her retirenment papers, form PHS-1373, "Separation of a Conm ssioned
Oficer," informati on about SBP and an el ection formwi |l be sent to the

of ficer by DCP. Any questions about the information should be referred
to either the Conpensation Branch or Officer Services Branch, both of
DCP, where specialists working with SBP can provi de counsel i ng and answer
guesti ons about SBP.

Election Form Required. Every retiring officer is required to subnit a
conpl eted and signed SBP el ection form PHS-5150, "Survivor Benefit Plan
El ection Certificate,” prior to the effective date of retirenent, even if
the officer has no eligible SBP beneficiaries.

Automatic Enrollnment Upon Retirenent. An officer is automatically
enrolled in SBP at the maxi mum| evel on the date of his/her retirement if
he/ she has an eligible spouse and/or children, unless the officer
declines participation or participates at | ess than the nmaxi nruml evel by
submtting a properly conpleted form PHS-5150 to DCP prior to the
effective date of retirenent.

Spousal Concurrence Required. The officer's spouse nust indicate
concurrence in the officer's SBP election by signing the spousal
concurrence bl ock on the PHS-5150. |F THE SPOUSE DOES NOT CONCUR I N THE
OFFI CER' S ELECTI ON OF LESS THAN MAXI MUM COVERAGE OR NOT TO PARTI Cl PATE,
THE OFFICER WLL BE ENROLLED AT THE MAXIMUM LEVEL W TH THE SPOUSE
DESI GNATED AS THE BENEFI Cl ARY. PHS is required by law to nmake this
el ection on behalf of the current spouse over all objections fromthe
of ficer. If an officer submits the PHS-5150 and the spouse has not
conpl eted the spousal concurrence block, DCP will contact the spouse
directly and ask for concurrence in the election, evenif the officer did
el ect maxi num SBP coverage. Spousal concurrence is not required when an
officer elects a forner spouse as his/her SBP beneficiary pursuant to a
court order or a voluntary witten agreenment with a fornmer spouse.

Docunentation of Beneficiary Eligibility. Birth dates, marriage dates,
and dependent children status will normally be accepted as shown on an
officer's election form Docunentation showi ng the financial relation-
ship between an officer and an insurable interest beneficiary may be
required if the relationship is not obvious fromthe i nformati on provided
on the election form The type of docunmentation required will depend
upon the type of relationship being established.
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6. Conputation and Paynment of Cost. When the officer's PHS-5150 is
received, the cost of the SBP coverage selected by the officer will be
conput ed by the Conpensati on Branch, and a nonthly deduction for the cost
will be started with the retiree's first retired paycheck.

7. SBP Records. A copy of the officer's PHS-5150 will be placed into both

10.

11.

the officer's official personnel folder (OPF) and payroll file. This
formis subject to the Privacy Act of 1974, and will be treated in
accordance with the requirenments of that Act. The PHS-5150 i s contai ned
in Privacy Act record systens 09-37-0002, "PHS Conmi ssioned Corps
Personnel Records, HHS/ OASH OM " the system in which the OPF is main-
tai ned; and 09-19-0017, "Pay, Leave, and Attendance Records, HHS/ OS/
ASPER, " the systemin which the payroll file is maintained. A copy of
these systemnotices is contained in CCPM Subchapter CC26.1, | NSTRUCTI ON
7, "Rights, Responsibilities, and Personnel Records of PHS Comm ssi oned
O ficers Under the Privacy Act."

Former Spouse Enroll nent. In addition to the PHS-5150, an officer
el ecting SBP coverage for a former spouse must submit either a copy of
the court order which requires election of the former spouse, or a
voluntary witten agreenent meking this election. The agreenent nust
state that the officer agrees to the former spouse election and it nust
be signed by both the officer and the fornmer spouse.

Deened El ections. A former spouse may request DCP to nmke a deened
el ection for the officer, as explained in Section E. 8 above. Notice wll
be sent to the retiree that a deenmed el ecti on has been nade, indicating
the amobunt of the nonthly deduction that will be made fromthe retiree's
retired pay. The notice will include a copy of the court order and ot her
docunents which authorize the deened el ecti on.

Mentally Inconpetent Officer. When an officer is retired due to a
psychiatric disability and determned to be nentally inconpetent by
medi cal officers of the uniforned services or VA, or is adjudged nentally
i nconpetent by a court of conpetent jurisdiction, the Director, DCP, may
make the appropriate SBP election on behalf of the officer upon the
request of the spouse, child or children, guardian, trustee, etc. of such
of ficer. If the officer is subsequently deternmined to be nentally
conpetent by VA or a court of conpetent jurisdiction, the officer may,
wi thin 180 days of such determination or judgnment, change or revoke the

el ection made on his/her behalf. In such a case, the change or
revocation is effective on the date of the officer's request for such
change or revocation. Deductions previously withheld wll not be
ref unded.

Correction of Election. The Director, DCP is authorized to correct,
change, or revoke an SBP el ecti on when he/she considers it necessary to
correct an adm nistrative error. Except when procured by fraud, a
correction will be final and conclusive on all officers of the United
St at es.
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Section |I. Enrollnent Changes After Retirenment.

1. General. Information about a change in SBP coverage after retirenent may
be obtai ned from

Conpensati on Branch, DCP
Room 4-50, Parkl awn Buil di ng
5600 Fi shers Lane

Rockville, MD 20857

2. Change In Beneficiary Status. GCenerally, any tine a covered beneficiary
becomes ineligible, or a newly eligible beneficiary is acquired,
adj ustnents in SBP costs or payments nust be nade.

a. It is the responsibility of the officer or the person receiving the
annuity to notify DCP i nmedi ately of the change. Notice should be
made in witing to the address shown in Section |.1. above.
Failure to nmke this notification wll result in over or
under paynment, which will ultimately require collection back by the
governnment in the case of overpaynent, or a refund in the case of
an under paynent .

b. Appropriate proof of the changed status should acconpany the
notice. The list below, although not all inclusive, identifies the
docunents nost frequently required as proof of the changed status:

(D A marriage certificate or divorce decree to docunent change
in marital status.

(2) A death certificate to docunent the death of a beneficiary.

(3) The birth certificate or a copy of docunentation creating a
parent-child rel ationship, such as adopti on papers, marri age
certificate, or simlar papers when an officer acquires a new
dependent child.

(4) A letter of certification from the school of full-tine
attendance for children over age 18 but under age 22 who are
newly enrolled in school, in order to reestablish their
eligibility as SBP beneficiaries. Periodic recertification
is also required for each new school year, after classes
begin, to determne whether the «child's eligibility
conti nues.

(5) Wth respect to a disabled child incapable of self-support
because of a physical or nmental condition which occurs prior
to age 18, or age 22 if a full-tinme student, a physician's
certificate describing the nature and extent of the
disability. The «certificate nust indicate when the
disability began and the prognosis for recovery.
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Recertification by the physician of the continued
i ncapacitation caused by the disability will be required
every two years after the initial certification, unless the
medi cal prognosis indicates recovery is inprobable.

3. Changi ng SBP Coverage W<th New Marri age. Upon remarriage, a retired
officer, who participated in SBP on behalf of a previous spouse, has
three options. They are: to resune SBP coverage as before; to decline
SBP coverage of the new spouse; or, to resune coverage at a hi gher |evel.
There is no authority to decrease the level of SBP coverage for a new
spouse ot her than total declination of coverage.

a. Notice nmust be provided to DCP to resune coverage, to decline
coverage or to increase the | evel of coverage within one year after
the new marri age

b. The declination of coverage of the new spouse is irrevocable.

c. The following criteria apply when an officer elects to i ncrease SBP
coverage for the new spouse:

(D The base anpbunt nmmy be increased up to the full value of the
officer's retired pay.

(2) Before the i ncreased val ue of the coverage will be effective,
the officer nust submit paynent to PHS for the difference
bet ween t he ampbunt t hat woul d have been wi t hhel d from hi s/ her
retired pay if the higher level of coverage had been in
effect fromthe tinme SBP participation began and the anount
actually withheld fromretired pay for SBP costs during that
tinme.

4, No Refund of Contributions. Wen an SBP beneficiary becones ineligible
prior to the officer's death, SBP deductions already nmade from the
officer's retired pay on behalf of that beneficiary are not refundable.
If a beneficiary becomes ineligible after the officer's death, the SBP
deductions are not refundable unless the beneficiary beconmes ineligible
sol el y because of receipt of DIC

Section J. M scel | aneous

1. Recall to Active Duty. An election made by an officer who is recalled to
active duty is not voided by the recall. However, the officer is not
requi red to nmake any paynent for SBP coverage during any period of active
duty of nore than 30 days. Coverage for retired officers recalled to
active duty is the sane as for officers who are retirenent eligible while
on active duty.
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2. Wai ver or Reduction of Retired Pay. Wen a retired officer's retired pay
is waived or significantly reduced bel ow the amunt of the nonthly SBP
prem um whi ch was being deducted from his/her retired pay, the officer
nmust nmake deposits to the SBP account for the outstandi ng bal ance of the
monthly SBP premium in order to continue participation in SBP
Circunstances in which this may occur include:

a. Wai ver of PHS retired pay to receive disability conpensation from
VA, or

b. Wai ver of PHS retired pay in order to receive credit for PHS active
duty service for a civil service retirement annuity. When an

of ficer waives PHS Conmm ssioned Corps retired pay in order to
receive a civil service retirenment annuity, the officer has the
option of continuing participationin SBP or starting participation

in the survivor annuity program provided for civil service
retirees. Wien the officer elects to continue SBP participation
he/ she nmust make nonthly deposits to the SBP account. If the

officer elects to stop SBP participation in favor of the civil
service program no refund of SBP contributions is made.

c. Reducti on of PHS retired pay, due to enploynment in a civil service
position in which the retiree's conmbined PHS retired pay and ci vi
service salary exceeds Executive Schedul e Level 5. However, in
this case the retiree does not make deposits to the SBP account.
The | aw specifically provides that in this situation PHS will meke
the SBP contributions on the retiree's behalf until the retired pay
is restored to an anpunt equal to or greater than the nonthly SBP
cost.

3. Federal |ncone Tax.

a. Retirees. The amobunt withheld froman officer's retired pay for
SBP coverage is not subject to Federal incone tax.

(D When a retired officer is not receiving retired pay for any
reason and is required to make a direct paynment of SBP
prem uns, called deposits, the deposits nmay not be used as a
tax exenption fromother incone. The deposits, however, will
accunul ate as "consideration for the contract” for |ater use
as a tax exclusion fromtaxable retired pay or, in the event
of the officer's death, as a tax exclusion from the
survivor's taxable annuity paynents.

(a) DCP will furnish the retired officer with a statenent
of the total anount of deposits when the officer
returns to retired pay status.
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(b) In case of death of the officer during such a period,
the survivor will be furnished with a statenent of the
total ampunt of the deposits.

(c) The officer or survivor will also be furnished copies
of a suppl enental schedul e which nmust be conpl eted and
attached to the Federal Tax Return (Form 1040) to
support deduction of the deposit fromtaxable retired
pay or the survivor annuity, as applicable.

b. Survivors of all Retirees. The SBP annuity is subject to Federa
i ncome tax, except for the exclusion provided in J.3.a.(1) above.
The tax is not withheld fromthe annuity, except at the request of
the annuitant. Such request is made on Form W 4P, "Annuitant's
Request for Federal |nconme Tax Wthhol ding," which is avail abl e at
all Internal Revenue Service offices but can al so be obtained from
DCP

C. Survivors of Disability Retirees. The survivor of an officer who
retired for disability and died before age 64 may be able to
excl ude fromgross i ncone the anpunt of SBP paynents received unti
t he anount excluded equals $5,000. This is the death benefit
excl usion provided under 26 U.S.C. 72(0) and 101(b). Any survivor
to whomthis m ght be applicable should contact the nearest office
of the Internal Revenue Service for details.

4, State Income Tax. The tax exenption for the SBP annuity deductions
applies to Federal inconme taxes, but not to all State income taxes. Sone
States follow the Federal rule and sone do not. Since the State |aws
vary, officers should consult their State or local tax authorities in
preparing their returns. |If the SBP annuity deductions are not exenpt
from State income tax, the amount shown on the officer's W2 as taxable
income received will not be correct for State tax purposes. DCP wil |
issue a corrected W2 for State inconme tax, upon request from the
of ficer.

5. G ft Tax. An SBP annuity is not considered a transfer for purposes of

the Federal gift tax.

6. Federal Estate Tax. Because of the conplex nature of Federal taxation
all officers and their estate planners should consult the Internal
Revenue Service (IRS) for definitive information about the tax status of
SBP annuities. General information is set forth bel ow For nore
specific information, contact the IRS office identified in 6.b. bel ow

a. The value of the SBP annuity is taxable as part of a deceased
officer's gross estate for Federal estate tax purposes, unless:
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(D The officer retired and elected to participate in SBP prior
to January 1, 1983, in which case the entire value of the SBP
annuity may be excluded fromthe officer's gross estate for
Federal estate tax purposes (see P.L. 97-248, Section 245(c),
as anended by P.L. 98-369, Section 525(b), which repeals the
Federal estate tax exclusion fornerly provided in 26 U S.C
2309); or

(2) The officer retired and elected to participate in SBP on or
after January 1, 1983, but prior to January 1, 1985, in which
case up to $100, 000 of the value of the SBP annuity may be
excluded fromthe officer's gross estate for Federal estate
tax purposes (see P.L. 98-369, Section 525(b)).

Requests for cal culations of the SBP annuity val ue, to be used for
calculating Federal estate tax, should be addressed to: Rul i ng
Request, Internal Revenue Service, Associate Chief Counse

(Technical), Room6545, 1111 Constitution Avenue, N. W, WAshi ngton,
D.C. 20224. The request should incl ude:

(D The nane of the deceased officer
(2) Date of the officer's birth;
(3) Date of the officer's retirenent;
(4) Date of the officer's death;

(5) Type of annuity (Survivor Benefit Plan - Chapter 73 of Title
10 United States Code);

(6) Total amount deducted fromretired pay;

(7) Total additional anpunt deposited by the officer (if any);
(8) Name of the annuity beneficiary;

(9) Beneficiary's date of birth; and

(10) Monthly amount of the survivor annuity.

If an officer qualifies for an exclusion as described in J.6.a. (1)
or (2) above, but the officer nade deposits to the SBP fund in
addition to those SBP contributions deducted from the officer's
retired pay, then for Federal estate tax purposes the officer's
estate will include that portion of the value of the SBP annuity
that is based on the amunt contributed by deposit. If this
situation is applicable, consult with a local IRS office or wite
the IRS of fice shown above for nore information.
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7. Open Season Provision. A retired officer who el ected to provide an SBP
annuity to a forner spouse during the period begi nni ng Novenber 8, 1985,
t hrough February 28, 1986, may change that election to include SBP
coverage for the child of the former spouse as well, provided the change
is made by Novenber 13, 1987.

Section K. Privacy Act Provisions

Per sonnel records are subject to the Privacy Act of 1974. CCPM | NSTRUCTI ON 7,
Subchapter CC26.1, "Rights, Responsibilities and Personnel Records of PHS
O ficers Under the Privacy Act," sets forth the procedures to be followed in the
mai nt enance of these records. The applicable system of records is 09-37-0002,
"PHS Conmi ssi oned Corps General Personnel Records, HHS/ OASH OM "
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