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OMB, Max Friedersdorf, Counsel's Office (Kilberg), NSC and
I recommend approval of the enrolled bill.

RECOMMENDATION

That you sign H.R. 14773 at Tab B.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

0CT 9 976

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill H.R. 14773 - To amend the
military Survivor Benefit Plan
Sponsors - Rep. Stratton (D) New York and
Rep. O'Brien (R) Illinois

Last Day for Action

October 18, 1976 - Monday

Pur pose

Makes several modifications to the Survivor Benefit
Plan for personnel of the uniformed services.

Agency Recommendations

Office of Management and Budget Approval
Department of Defense Approval
Department of Commerce Approval
Department of Transportation Approval

Civil Service Commission Defers to Defense
Department of Health, Education, Defers to Defense

and Welfare ;

Veterans Administration Defers to Defense
Discussion

The Survivor Benefit Plan (SBP) became effective on
September 21, 1972. The SBP defines the terms and
conditions under which annuities may be provided to
survivors of members of the uniformed services who
are retired or receiving retainer pay and who have
elected to participate in SBP. Deductions are made
from retired or retainer pay in order to provide
future annuities for survivors.



H.R. 14773 would make the following changes in the
terms and conditions of the SBP:

- Reduce from two years to one year the duration of
marriage requirement for a new spouse of a military
retiree to be eligible for SBP benefits;

- Clarify that a retiree may designate a dependent
child or children as beneficiaries instead of a
spouse, if the retiree so desires;

- Eliminate the irrevocable election provisions of SBP
which require continuous deductions from the retired
pay of a participating member on behalf of an
intended beneficiary, even if that intended
beneficiary predeceases the member; and,

- Increase the annuity to "minimum income widows"
of uniformed service personnel who retired before
SBP went into effect so that the widow's annual
income, exclusive of their VA widow's pension, is
increased from $1,400 per year to $2,100 per year.

Finally, the effective date of H.R. 14773 would be
September 21, 1972, but the bill specifies that no
pay under this Act would accrue to any person for
any period prior to October 1, 1976.

Two provisions of H.R. 14773, the reduction of the
duration of marriage requirement and the elimination
of SBP deductions when there is no longer an eligible
spouse, conform to recent amendments enacted for the
Civil Service Retirement law, upon which SBP was
patterned.

The provision clarifying that a retiree may designate
a child or children as beneficiaries, even when there
is an eligible spouse, was necessary because of an
ambiguity in the law establishing the SBP. In its
implementing directives, the Department of Defense
permitted the election of children beneficiaries,
even when there was an eligible spouse, but the
Comptroller General ruled that the law on this

matter should be clarified.



The last major provision of H.R. 14773 deals with
increasing the annuities provided to "minimum income
widows." The current annuity raises the widows"
total income, exclusive of their VA pension,

to $1,400 per year. 1In a report on this provision
to Congress, Defense pointed out that this $1,400,
when added to the VA pension, brings the widows"
annual income up to $2,420 per year, an amount below
the poverty threshold ($2,680 per year) for a

female head of household under the age of 65.

The proposal to raise the minimum income supplement
from $1,400 to $2,100 would increase annual

incomes by approximately $300 due to the

reduction in VA widows' pension brought about

by the higher income level. This would place the
affected widows' income just above the poverty
threshold mentioned above.

In its enrolled bill letter, the Department of
Defense strongly recommends your approval of
H.R. 14773. Defense states that the anticipated
first year costs of approximately $7 million can
be accommodated within the amounts budgeted for

retired pay for FY 1977.

Paul H. O'Neill
Acting Director

Enclosure
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Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D. C. 20503

Attention: Assistant Director for Legislative Reference

Dear Mr. Lynn:

This is in reply to your request for the views of this Department
concerning H.R. 14773, an enrolled enactment

"To amend title 10, United States Code, to make
certain changes in the Survivor Benefit Plan
provided for under subchapter II of chapter 23
of title 10, United States Code, and for other
purposes, "

H.R. 14773 would amend subchapter II of chapter 23, of title 10,
U.S.C. and section 4 of Pub., I. No. 92-425 (86 Stat. 712) to eliminate
payments into the uniformed services Survivor Benefit Program (SBP)
when a beneficiary predeceases the retiree; to reduce from 2 years
to 1 year the eligibility period for a new spouse of a retiree to be
eligible under the uniformed services SBP; to clarify statutory language
in order to permit a retiree to leave benefits to children when there
is a surviving spouse; and to increase the minimum income payment
to certain widows of retired members of the uniformed services from
$1,400 to $2, 100 annually, The enrolled enactment would affect the
SBP for the Commissioned Corps of this Department's National Oceanic
and Atmospheric Administration.

The Department of Commerce, for the following reasons, recommends
Presidential approval of H. R, 14773,

The uniformed services SBP presently provides that a member will
continue to pay into the program even though he has no eligible beneficiary;
this is the so-called ''pay forever'' clause. In addition, under the uniformed
services SBP a new spouse must be married to the member for two years
after his retirement to be eligible for benefits.
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The uniformed services SBP was patterned after that of the Civil
Service SBP. The Civil Service SBP was recently changed to provide
that where there is no eligible surviving spouse the deductions from
the member's retired pay will be suspended. In addition, the eligibility
period under the Civil Service SBP has been changed from two years
to one year for a new spouse. In light of these changes, the Department
of Commerce believes it appropriate to make similar changes in the
uniformed services SBP. The enrolled enactment would make such
changes and would also assure the discontinuance of deductions from
retired pay when a designated so-called '"'insurable-interest'' beneficiary
dies.

The Department of Defense directive which implemented the uniformed
services SBP provided that a member could leave an annuity for children
only,even if there was an eligible spouse. This Department follows the
Department of Defense directive. The Comptroller General when asked
to rule on this issue, posed no objection to continuing such elections,

but held that Pub. L. No. 92-425 was not sufficiently clear in this matter.
The Comptroller General indicated that a clarification in law on this
matter would be desirable. The language in the enrolled enactment would
make clear in law that a member can provide an annuity for children
only,even if there is an eligible spouse.

When enacting Pub, L. No. 92-425, the Congress apparently recognized
that there were some widows of retired uniformed services' personnel
who were in a difficult financial situation, In order to provide some
measure of assistance to such widows, section 4 of Pub. L. No. 92-425
authorized payment to assure a minimum-income level for those widows
of uniformed services' personnel who died before September 21, 1973,
Widows who are eligible receive a payment which, when added to other
income, as defined by the Veterans Administration means test, totals
$1, 400 annually., The Department of Commerce believes it appropriate
to provide for an increase from $1, 400 to $2, 100 in the income provided
these widows. The enrolled enactment would provide for such an increase.

Enactment of the legislation will have a minimal impact estimated
to be less than $5, 000 per year on expenditures by this Department.

Sincerely,

/%
— /-
SO

neral Counsel



THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

Nt 6 1976

Honorable James T. Lynn
Director

Office of Management and Budget
Washington, D.C. 20503

Dear Mr. Lynn:

Reference is made to your request for the views of the
Department of Transportation concerning H.R. 14773, an
enrolled bill

"my amend title 10, United States Code,

to make certain changes in the Survivor
Benefit Plan provided for under sub-
chapter II of chapter 73 of title 10,

United States Code, and for other purposes.”

The enrolled bill makes substantive changes in the Survivor
Benefit Plan (SBP) for military retirees contained in chapter
73 of title 10, United States Code. Section 1 of the bill
would reduce the length of time a couple must be married

from two years to one for the survivor to be eligible for

SBP annuities. It would also clarify that a participant in

the SBP may provide an annuity for a dependent child in lieu

of a spouse. Additionally, section 1 eliminates the "lock-

in" provision which currently forces a retiree who participates
in the SBP to continue making contributions even when there

is not any surviving beneficiary. Section 2 of the enrolled
bill would increase from $1400 to $2100 per year the guaranteed
minimum income for widows of retired members who are ineligible
for annuities under the SBP. Finally, section 3 of the
enrolled bill provides for an effective date of September 21,
1972; but pay shall not accrue to any person by virtue of

its enactment for any period prior to October 1, 1976. The
effective date is made identical to the effective date of

the original SBP to confirm the existing practice that has
allowed a member to elect a child as beneficiary even though
there is a surviving spouse. It also makes eligible for an
annuity certain widows of retired members who were married

for at least one year, but less than two years, at the time

of the members death. The second clause limits the entitlement
for payment of annuities to those accruing after October 1,
1976.



The SBP was enacted in September, 1972, to replace the
Retired Serviceman's Family Protection Plan (RSFPP) which
was enacted in 1953. The RSFPP was complex, with strict
rules of election and definitions of beneficiaries. 1In
addition, the RSFPP was actuarially sound, which meant that
it was self-supporting and, therefore, relatively expensive
for the member. Because of the high cost and stringent
election rules, only 15 percent participated in the RSFPP.
The SBP was intended to increase the participation rate of
military retirees by lowering the cost of survivor benefits
and by simplifying and relaxing some of the election require-
ments and other rules for participation. However, the SBP
contains a number of restrictions which have discouraged
widespread participation in the plan. Among these are the
"lock-in" provisions and the ambiguity over whether a member
may provide an annuity for a dependent child in lieu of a
spouse.

The enrolled bill makes moderate changes to the SBP to
eliminate some of the present restrictions in order to
improve its flexibility and make it more attractive to
military retirees. We believe that it will increase the 32
percent participation rate in the SBP since March, 1974.
Because of the elimination of the "lock-in" provisions, we
anticipate a moderate increase in cost to this Department
from enactment of the enrolled bill.

Because of the elimination of unnecessary restrictions on
the SBP, this Department supports the enrolled bill and
recommends that the President sign it.

Sincerely,

Wwilliam T. Coleman, Jr.
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VETERANS ADMINISTRATION

OFFICE OF THE ADMINISTRATOR OF VETERANS AFFAIRS

A

October 6, 1976

The Honorable

James T. Lynn

Director, Office of
Management and Budget

Washington, D. C. 20503

Dear Mr. Lynn:

I am pleased to respond to the request from
the Assistant Director for Legislative Reference for our
views and recommendations on the enrolled enactment of
H.R. 14773, 94th Congress.

This measure would amend the Survivor Benefit
Plan (SBP) (10 U.S.C., Chapter 73, Subchapter II) by:
(1) providing coverage under SBP to a surviving spouse
after one year (now two years) of marriage when the re-
tired member was not married to that spouse at the time
of retirement; (2) clarifying existing law to specifically
allow a member who has a spouse and child at the time of
retirement to elect to provide such coverage for the child
or children only, and not for the spouse; (3) assuring that
the discontinuance of deductions from retired pay, when
there is no eligible spouse, is extended to cases where a
designated insurable-interest beneficiary dies; and
(4) increasing the guaranteed minimum income of certain
surviving spouses not otherwise eligible for the SBP
annuity f£rom $1,400 to $2,100.

We were not asked to report on H.R. 14773 by
the House and Senate Committees which considered the
bill, or by your Office prior to clearance of the Depart-
ment of Defense report on the proposal.

oWTIoy

WASHINGTON, D.C. 20420 7751010



The Honorable
James T. Lynn

The measure does not directly concern benefits
under laws administered by the Veterans Administration,
it would have no significant impact on these benefits,
and would impose no change in the responsibilities of
this Agency.

Since H.R. 14773 relates to matters solely
within the jurisdiction of the Department of Defense,
we defer to that Department regarding recommendations as
to Presidential action.

Sincerely,

RICHARD L. ROUDEBUSH
Administrator



DEPARTMENT OF HEALTH, EDUCATION. AND WELFARE

The Honorable James T. Lynn

Director, Office of Management 00T v 1976
and Budget

Washington, D. C. 20503

Dear Mr. Lynn:

This is in response to your request for a report on

H.R. 14773, an enrolled bill "To amend title 10, United
States Code, to make certain changes in the Survivor Benefit
Plan provided for under subchapter II of chapter 73 of

title 10, United States Code, and for other purposes”.

In summary, we support the modifications to the survivor
annuity plan for members of the uniformed services provided
in the first section of the enrolled bill because the changes
would provide additional flexibility to members in providing
for their families in case of death. We do not comment

on section two of the enrolled bill, which is concerned

with increasing minimum benefits for spouses eligible for
death pension benefits from the Veterans Administration,

as this provision would not affect the Commissioned Corps

of the Public Health Service.

The enrolled bill would modify the Survivor Benefit Plan for
members of the uniformed services by (1) reducing from two
years to one year the period that a spouse must have been
married to a member in order to be eligible for a survivor
annuity, (2) permitting a member to designate his dependent
children rather than his spouse, as beneficiaries, and

(3) discontinuing Survivor Benefit Plan deductions when there
are no longer any eligible beneficiaries. We estimate the
cost of the bill to the Commissioned Corps to be $61,200

for fiscal year 1977, $78,600 for fiscal year 1978,

$96,000 for fiscal year 1979, $113,400 for fiscal year

1980, and $130,800 for fiscal year 1981.



The Honorable James T. Lynn 2

The reduction in the waiting time for eligibility for spouses
from two years to one would still provide an ample safeguard
against "death bed" marriages while permitting additional
deserving spouses to receive survivor benefits. Permitting
a member to designate his dependent children, rather than
his spouse, as beneficiaries would increase the flexibility
a member of the uniformed services has in providing for his
family where a spouse, for example, has her own independent
income. Finally, a retired member of the uniformed services
should not have to continue to suffer reduced retired pay
when there are no longer any eligible beneficiaries.

We therefore support the first section of the bill but
defer to the Department of Defense as to the merits of the

bill as a whole.

Sincerely,

J .. O
W@Zg L

ynder Secfretary
[



UNITED STATES CIVIL SERVICE COMMISSION
WASHINGTON, D.C. 20415

CHAIRMAN October 7, 1976

Honorable James T. Lynn

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Attention: Assistant Director for
Legislative Reference

Dear Mr. Lynn:

This is in reply to your request for the Commission's views on enrolled
bill, H.R. 14773, "To amend title 10, United States Code, to make certain
changes in the Survivor Benefit Plan provided for under subchapter II of
chapter 73 of title 10, United States Code, and for other purposes."

The enrolled bill contains several provisions designed to conform the
Survivor Benefit Plan for retired military personnel to recent amendments
enacted for the Civil Service Retirement law.

The Commission views conformity as a desirable feature whenever possible
and has no objection to these conforming provisions.

The other provisions are primarily to update and clarify provisions for
benefits peculiar to survivors of retired military personnel. Since these
provisions do not directly or substantially affect the programs adminis-
tered by the Commission, we defer to the views of the Department of
Defense on the merits of those provisions,

By direction of the Commission:

meerely yqurs,
(ot ecdon

Chairman



GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
WASHINGTON, D. C. 20301

7 October 1976

Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D. C. 20503

Dear Mr. Lynn:

This is in response to your request for the views of the Department of
Defense with respect to the enrolled enactment of H. R. 14773, 94th
Congress, an Act '"To amend title 10, United States Code, to make
certain changes in the Survivor Benefit Plan provided for under
subtitle II of chapter 73 of title 10, United States Code, and for other
purposes. "

The purpose of this legislation is to update the military Survivor Benefit
Plan (SBP) by making changes to conform with recent changes in the
civil service plan and to increase annuity payments to certain widows.
These changes will -

o Eliminate the requirement to pay for the plan when the retired
member's marriage terminates by death of the spouse, divorce, or
annulment, or when the retired member elected a person with an
insurable interest and that person predeceases the retired member.,

o Reduce the marriage requirement from two years to one
year for a widow who would otherwise be eligible for SBP benefits.

o Clarify an ambiguity in the SBP by clearly authorizing the
designation of '"children only'' as beneficiaries even though there is
an otherwise eligible spouse.

o Increase the annual payment from $1, 400 to $2, 100 to
widows who qualify for SBP annuities under section 4 of Public Law
92-425, approved September 21, 1972,



Under the present SBP law, the deductions from the retired pay of a
member who elects an annuity for his spouse, or for a person with an
insurable interest, continue throughout his life - even though his
intended beneficiary predeceases him or otherwise becomes ineligible.
This provision was patterned after a provision in the civil service plan.
The civil service plan was subsequently changed to provide that when
there is no eligible surviving spouse, the deductions from the member's
retired pay will be suspended. H. R. 14773 would amend the military
plan to provide for similar suspension of deductions from retired pay
when there is no eligible beneficiary.

Under the SBP a widow who was not married to the military member

at the time he became entitled to retired pay is not eligible for benefits
under the plan unless they had been married for at least two years on

the date of the member's death., The civil service plan which had a
similar requirement has been changed to reduce this duration-of-marriage
requirement to one year. H. R. 14773 would make a similar change in
the military plan.

Under the Retired Serviceman's Family Protection Plan, which the

SBP replaced, a military member could elect to provide an annuity for
'"children only' even though there was an eligible spouse. The Department
of Defense directive which implemented the SBP provided procedures for
such elections under that plan. The Comptroller General ruled that the
language of Public Law 92-425 did not clearly authorize such elections

but advised the Department of Defense that no objections would be inter-
posed to continuing such elections pending submission of appropriate
clarifying legislation to the Congress. H. R. 14773 contains appropriate
language clearly authorizing such elections.

When enacting Public Law 92-425, the Congress recognized that there

were some widows of retired personnel who were in need of financial
assistance. In order to provide some measure of assistance to these widows,
section 4 of Public Law 92-425 authorizes annual SBP payments of $1, 400,
less other income except the VA pension, to assure a minimum income

level for widows of military personnel who died before September 21, 1973,
The increase from $1, 400 to $2, 100 will result in an annual increase of

about $300 to each minimum income widow who is currently receiving

SBP payments, since her VA pension will be reduced about $400 a year

upon enactment of H. R. 14773, Also, H. R. 14773 will authorize SBP



payments to a qualified widow whose current annual income, excluding
the VA pension, is more than $1,400 but less than $2,100. Such a
widow will be entitled to SBP in an amount which equals the difference
in her current total income and $2,100. Further, H. R. 14773 will
amend section 4 of Public Law 92-425 so that sections 1050(i} and
1453 of title 10, United States Code, are applicable to these widows.
The former section protects annuities from being subject to garnish-
ment or other legal process, whereas the latter section provides for
not collecting annuities that were overpaid when recovery would be
against equity and good conscience.

The Department of Defense strongly endorses this legislation and
recommends that the President approve H, R, 14773. It is anticipated
that the first year cost of $6,982, 000 can be accommodated within
amounts budgeted for retired pay for FY 1977. The estimated costs
for the four years thereafter are as follows:

FY 1978 $ 8,679,000
FY 1979 10, 366,000
FY 1980 12,187,000
FY 1981 14,041,000
Sincerely,

Richard A. Wileyw












Q\ P,

MEMORANDUM -
NATIONAL SECURITY COUNCIL 5679
October 12, 1976
MEMORANDUM FOR: JAMES M. CANNON
FROM: Jeanne W. Dav
SUBJECT: H.R. 14773

The NSC Staff concurs with the proposed enrolled bill H, R, 14773=-To

amend the military survivor Benefit Plan.








































































