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Agency To-Do List for Year-End 2010
· Calendar

· Attached is Central Payroll’s processing calendar for Dec 13 – Jan 31. Please review and take note of important dates for your agency.

· Employee Address Changes

· On December advices and currently on ESS, there is a message to employees to verify their addresses on their advices. Please communicate this to your employees as soon as possible, and try to get all address changes entered in CPPS before the 2010 database is taken down at noon on December 23.

· For address changes after December 23, please see the Central Payroll website for a database change request form. There will be two versions of the form – one for a single employee, and one for multiple employee address changes. 

· These forms can be faxed to 303-866-4138 or emailed to Central.Payroll@state.co.us. Please coordinate with your agency HR and Benefit officers and send each form one time only.

· Please complete the forms online.  It is easier for us when forms are typed and not handwritten.
· If employee update his or her address in ESS, you can print and scan the Document Direct report (DDESSCHG) and email it to the Central.Payroll@state.co.us 
· Enter All Special Earnings Into CPPS 

· Awards, Meals, Tuition, Military Leave, Worker’s Compensation, etc.

· For more information on these earnings codes, see page 9.
· Enter these earnings on the employee’s regular payroll schedule to ensure 2010 taxes are correct.

· Employees Who Received Military Leave in 2010 While on Active Duty for More Than 30 Days
· Employees who receive pay through CPPS for military leave while on active duty for more than 30 days must be paid with the MIL earn code.
· Review Your Attached Year-End Reports & Letters

· Employees To Be Purged Who Have Been Paid Report
· Shows employees with termination dates on or before 6/30/09 who received pay in 2010.
· Change ‘Status Date’ to the correct termination or transfer date. 

· If you do not do this, Central Payroll will change the termination date to 7/1/09 on Dec 23.

· This will cause the employee not to be purged.
· Active Employees With No Pay Report
· Shows employees coded as Active who have not received pay in 2010.
· Terminate if they have NOT been paid this year

· If you have employees who should not be terminated, email their names and employee ID’s to Marie.Schneider@state.co.us
· If you do not terminate your employees with the correct termination date, Central Payroll will enter a termination date of 6/30/09 on Dec 23. This will cause the employee to be purged.
· Central Payroll will not terminate any employees with December hire dates.

· Earned Income Credit List

· Central Payroll will delete GTN 024 for 2011.

· Please notify these employees that Advance Earned Income Credit has been repealed by The Education Jobs Act of 2010.  There will not be Advance EIC starting January 1, 2011.  See enclosed letter.
· List of People Claiming Exempt (98 Allowances on screen 7)

· All 98 allowances will be deleted at the end of January 2011, and the employee’s number of withholding allowances will default to zero.
· Please notify these employees that they must fill out a new form W-4 for 2011. Do not re-enter 98 allowances for any employee that does not fill out a new W-4.
· If any new exempt W-4’s are entered in the month of January, they will be deleted with the process mentioned above.  Please keep track of these W-4’s as they must be re-entered in the month of February.
· Federal & State Allowances Report

· FYI – shows employees whose Federal & State allowances do not match. These employees should have 2 W-4s on file.
· Letter for W-2 Agency Address

· Confirm your agency address. This is the address and phone number that will appear on your employees’ W-2.  If you have any changes, fax them to Clark at 303-866-4138. If we do not hear from you, we assume the address on the letter is correct.

· Return Letters Sent Via E-Mail and included in Year End Packet 
· Year-End Focus Report Letter
· This report will be mailed in mid-April 2011. 
· Please return the letter to Central Payroll ASAP to indicate if you want the report, and how many copies you would like. If you do not request the report, it cannot be created later.

· Statement of Earnings Letter

· Return to Central Payroll ASAP.

· Will be printed with W-2s.

· Review Social Security Verification Report

· Included in Year End Packet.  See attached memo for instructions on how to handle mismatches.  
Overpayments at Year-End
When an employee is overpaid, the following options are available per Fiscal Rule 9-4:
1. Collect the overpayment amount from the next available payroll or payrolls. Use an RX or RP transaction with a positive amount, or an RA transaction with a negative amount.

2. Collect the overpayment amount directly from the employee. Have the employee write a check for the net amount of the overpay, and submit the payment and a completed Overpayment Form to Central Payroll.

At year-end, these processes are modified to ensure that the employee’s W-2 will be as correct as possible, and to minimize the number of W-2Cs necessary.

1. If you know the employee was overpaid in 2010, and you plan to reduce the employee’s 2011 pay to collect the money:

a. Proceed with the RX, RP, or RA transaction as per usual. The result is a wash between the two years (over in 2010, under in 2011), and is not worth adjusting.

2. If you know the employee was overpaid in 2010, but you will not be able to collect a check from the employee until 2011 (if at all), you can still free up your budget dollars:

a. Create an IT that credits the net overpayment amount to Central Payroll’s Overpay Account (Fund 100, Agency 998, Balance Sheet Account 2223). Debit the appropriate account for your agency to create a receivable. Do not place a Level 3 approval on the IT!!!!
b. Send a copy of the IT and a completed Overpayment Form to Central Payroll. We will process the overpay, thereby releasing your budget back to you.

i. We will not decrease the employee’s 2010 federal and state taxable grosses. As the employee received the money in 2010, the employee should be taxed on it in 2010. If the employee does repay you in 2011, the employee can claim a deduction or credit on his or her 2011 tax return.

ii. We will adjust the Medicare gross so no 2010 W-2C will be needed.

c. Continue to try to collect the money from the employee. If you are unsuccessful, send the appropriate documentation to Central Collections.
ATTENTION:  VERY IMPORTANT

If possible, please try to process all overpayments BEFORE we close out 2010. Crossing years with overpayments can trigger a W-2C situation. These are complicated to process and can incur penalties that the agency will have to pay. Call the Tax Compliance desk with any questions.
If an overpayment must be processed for an employee after W-2s have been issued, federal, state, and local taxes cannot be included on the overpayment form. Medicare taxes may only be included if the overpayment is accompanied by a Request for a Corrected W-2 with the employee’s signature.
BACK OF 2010 W-2

Notice to Employee
Refund. Even if you do not have to file a tax return, you should file to get a refund if box 2 shows federal income tax withheld or if you can take the earned income credit.

Earned income credit (EIC). You must file a tax return if any amount is shown in box 9.

You may be able to take the EIC for 2010 if (a) you do not have a qualifying child and you earned less than $13,460 ($18,470 if married filing jointly), (b) you have one qualifying child and you earned less than $35,535 ($40,545 if married filing jointly), (c) you have two qualifying children and you earned less than $40,363 ($45,373 if married filing jointly), or (d) you have three or more qualifying children and you earned less than $43,352 ($48,362 if married filing jointly). You and any qualifying children must have valid social security numbers (SSNs). You cannot take the EIC if your investment income is more than $3,100. Any EIC that is more than your tax liability is refunded to you, but only if you file a tax return. If you have at least one qualifying child, you may get as much as $1,830 of the EIC in advance by completing Form W-5, Earned Income Credit Advance Payment Certificate, and giving it to your employer.

Clergy and religious workers. If you are not subject to social security and Medicare taxes, see Pub. 517, Social Security and Other  Information for Members of the Clergy and Religious Workers. 

Corrections. If your name, SSN, or address is incorrect, correct Copies B, C, and 2 and ask your employer to correct your employment record. Be sure to ask the employer to file Form W-2c, Corrected Wage and Tax Statement, with the Social Security Administration (SSA) to correct any name, SSN, or money amount error

reported to the SSA on Form W-2. If your name and SSN are correct but are not the same as shown on your social security card, you should ask for a new card that displays your correct name at any SSA office or by calling 1-800-772-1213. You also may visit the SSA at www.socialsecurity.gov.

Credit for excess taxes. If you had more than one employer in 2010 and more than $6,621.60 in social security and/or Tier I railroad retirement (RRTA) taxes were withheld, you may be able to claim a credit or the excess against your federal income tax. If you had more than one railroad employer and more than $3,088.80 in Tier II RRTA tax was withheld, you also may be able to

claim a credit. See your Form 1040 or Form 1040A instructions and Pub. 505, Tax Withholding and Estimated Tax.

(Also see Instructions for Employee on the back of Copy C.)
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Instructions for Employee (Also see Notice to Employee, on the back of Copy B.)
Box 1. Enter this amount on the wages line of your tax return.

Box 2. Enter this amount on the federal income tax withheld line of your tax return.

Box 8. This amount is not included in boxes 1, 3, 5, or 7. For information on how to report tips on your tax return, see your Form 1040 instructions.

Box 9. Enter this amount on the advance earned income credit payments line of your Form 1040 or Form 1040A.

Box 10. This amount is the total dependent care benefits that your employer paid to you or incurred on your behalf (including amounts from a section 125 (cafeteria) plan). Any amount over $5,000 is also included in box 1. Complete Form 2441, Child

and Dependent Care Expenses, to compute any taxable and nontaxable amounts.

Box 11. This amount is (a) reported in box 1 if it is a distribution made to you from a nonqualified deferred compensation or nongovernmental section 457(b) plan or (b) included in box 3 and/or 5 if it is a prior year deferral under a nonqualified or section 457(b) plan that became taxable for social security and Medicare taxes this year because there is no longer a substantial risk of forfeiture of your right to the deferred amount.

Box 12. The following list explains the codes shown in box 12. You may need this information to complete your tax return. Elective deferrals (codes D, E, F, and S) and designated Roth contributions (codes AA and BB) under all plans are generally limited to a total of $16,500 ($11,500 if you only have SIMPLE plans; $19,500 for section 403(b) plans if you qualify for the

15-year rule explained in Pub. 571). Deferrals under code G are limited to $16,500. Deferrals under code H are limited to $7,000. However, if you were at least age 50 in 2010, your employer may have allowed an additional deferral of up to $5,500 ($2,500 for section 401(k)(11) and 408(p) SIMPLE plans). This additional

deferral amount is not subject to the overall limit on elective deferrals. For code G, the limit on elective deferrals may be higher for the last 3 years before you reach retirement age. Contact your plan administrator for more information. Amounts in excess of the overall elective deferral limit must be included in income. See the “Wages, Salaries, Tips, etc.” line instructions for Form 1040.

Note. If a year follows code D through H, S, Y, AA, or BB, you made a make-up pension contribution for a prior year(s) when you were in military service. To figure whether you made excess deferrals, consider these amounts for the year shown, not the current year. If no year is shown, the contributions are for the current year.

A—Uncollected social security or RRTA tax on tips. Include this tax on Form 1040. See “Total Tax” in the Form 1040 instructions. 
B—Uncollected Medicare tax on tips. Include this tax on Form 1040. See “Total Tax” in the Form 1040 instructions.

C—Taxable cost of group-term life insurance over $50,000 (included in boxes 1, 3 (up to social security wage base), and 5) 

D—Elective deferrals to a section 401(k) cash or deferred arrangement. Also includes deferrals under a SIMPLE retirement

account that is part of a section 401(k) arrangement.

E—Elective deferrals under a section 403(b) salary reduction

agreement

(continued on back of Copy 2)
F—Elective deferrals under a section 408(k)(6) salary reduction SEP

G—Elective deferrals and employer contributions (including nonelective deferrals) to a section 457(b) deferred compensation plan

H—Elective deferrals to a section 501(c)(18)(D) tax-exempt organization plan. See “Adjusted Gross Income” in the Form 1040 instructions for how to deduct.

J—Nontaxable sick pay (information only, not included in boxes 1, 3, or 5)

K—20% excise tax on excess golden parachute payments. See “Total Tax” in the Form 1040 instructions.

L—Substantiated employee business expense reimbursements (nontaxable)

M—Uncollected social security or RRTA tax on taxable cost of group-term life insurance over $50,000 (former employees only). See “Total Tax” in the Form 1040 instructions.

N—Uncollected Medicare tax on taxable cost of group-term life insurance over $50,000 (former employees only). See “Total Tax” in the Form 1040 instructions.

P—Excludable moving expense reimbursements paid directly to employee (not included in boxes 1, 3, or 5)

Q—Nontaxable combat pay. See the instructions for Form 1040 or Form 1040A for details on reporting this amount.

R—Employer contributions to your Archer MSA. Report on Form 8853, Archer MSAs and Long-Term Care Insurance Contracts.

S—Employee salary reduction contributions under a section 408(p) SIMPLE (not included in box 1)

T—Adoption benefits (not included in box 1). Complete Form 8839, Qualified Adoption Expenses, to compute any taxable and nontaxable amounts.

V—Income from exercise of nonstatutory stock option(s) (included in boxes 1, 3 (up to social security wage base), and 5). See Pub. 525 and instructions for Schedule D (Form 1040) for reporting requirements.

W—Employer contributions (including amounts the employee elected to contribute using a section 125 (cafeteria) plan) to your health savings account. Report on Form 8889, Health Savings Accounts (HSAs).

Y—Deferrals under a section 409A nonqualified deferred compensation plan

Z—Income under section 409A on a nonqualified deferred compensation plan. This amount is also included in box 1. It is subject to an additional 20% tax plus interest. See “Total Tax” in the Form 1040 instructions.

AA—Designated Roth contributions under a section 401(k) plan

BB—Designated Roth contributions under a section 403(b) plan

Box 13. If the “Retirement plan” box is checked, special limits may apply to the amount of traditional IRA contributions that you may deduct.

Note. Keep Copy C of Form W-2 for at least 3 years after the due date for filing your income tax return. However, to help protect your social security benefits, keep Copy C until you begin receiving social security benefits, just in case there is a

question about your work record and/or earnings in a particular year. Compare the Social Security wages and the Medicare wages to the information shown on your annual (for workers over 25) Social Security Statement.

2011 General Information
2011 INCOME WITHHOLDING TAX TABLES
The IRS has not released the 2011 income withholding tax tables.  The current tax tables are set to expire 12/31/2010.  If no action is taken by congress, the tax withholding tables will revert to 2001 rates.  This will cause more taxes to be withheld from employee’s pay checks.  
It is not expected that the IRS will release more information regarding the tax tables prior to mid-December.  Central Payroll will communicate what changes are occurring to the agencies so that employees can be aware of what changes they can expect to see on their 2011 paychecks.  
TRANSPORTATION BENEFITS
Pending the changes to the tax tables for 2011, IRS has not released the Transportation Fringe Benefit limits for 2011.  As soon as we have that information, we will communicate this through a PPUG email.

Qualified Transportation Fringe Benefit


2010


2011
Employer-Provided Parking




$230.00/Mo

_________

Combined Commuter Highway Vehicle Transportation,

transit passes and vanpool privileges.



$230.00/Mo

_________

For 2010, an employee is be able to exclude up to $230 a month for qualified parking expenses and up to $230 a month for the combined value of transit passes and transportation in a commuter highway vehicle. For more information, see IRS Publication 15-B, Employer’s Tax Guide to Fringe Benefits.
401k/403b/457 PLAN CHANGES
The maximum deferrals will NOT change in 2011.  For employees under 50, the maximum is $16,500 per plan. For employees 50 and over, the maximum is $22,000 per plan.  

The rules that went into effect with the Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA) are still in place.  Employees in multiple types of plans may take maximum contributions to a 457 and a 401(k) OR a 457 and a 403(b).  401(k) and 403(b) limits are still coordinated.

MOVING MILEAGE RATES
2011 Reimbursement Rate (2WD vehicles)
· State mileage rate: $0.46/mile
· IRS moving rate: $0.19/mile

· For each mile reimbursed, $0.19 is non-taxable (RPN or RCN) and $0.27 is taxable (RPT or RCT).

2010 Reimbursement Rate (2WD vehicles)
· State mileage rate: $0.45

· IRS moving rate: $0.165

· For each mile reimbursed, $0.165 is non-taxable (RPN or RCN), and $0.285 is taxable (RPT or RCT).

PERA
· PERA Retiree

· Starting with payroll ending January 1 (Schedule 012), PERA retiree will have employee deduction with the same rate as regular employee, currently 10.5% (Please see PPUG email send 12/1/2010 for more information).
· More information will be communicated through the PPUG list once the process has been finalized.  

· Starting with payroll ending January 1 (Schedule 012):

· AED = 2.6%

· SAED = 2.0%
· Link to Rate history:  https://www.copera.org/pera/employer/contributionrates.htm
Frequently Asked Questions

Does Central Payroll keep copies of W-2s?

No. If an employee needs a copy of a W-2, the agency payroll office must make a photocopy of the agency copy on file.  Employees can access and print copies of W-2 from 2007 – current on ESS.
Can Colorado state tax amounts include pennies?

No. All Colorado state tax amounts must be whole dollars. 
How does CPPS calculate Medicare gross?  
Medicare gross equals the total gross less pre-tax deductions and non-Medicare eligible earnings codes (CLO, CSV, MLQ, RCN, RPN, RTT, SKF, STU, UNF, WKC, WKM, and WSR). 

Why doesn’t local tax print on the W-2s and why can’t an employee file local tax as a tax?  
The Aurora, Denver, Glendale, and Greenwood Village Occupational Privilege taxes are excise taxes, not local withholding taxes. Only local income withholding taxes are be printed on W-2s. Localities that charge excise taxes do not offer individual tax returns. However, employees can claim occupational privilege taxes as a miscellaneous deduction on 1040 schedule A, line 21 (Unreimbursed Employee Expenses). For more information, see IRS Publication 529, Miscellaneous Deductions.
What should I do if an employee lives and works in a state other than Colorado?
· Current Employee: Email the Tax Compliance desk in Central Payroll as soon as an out-of-state employee is hired, or when a Colorado resident moves to another state. Central Payroll must set up a tax withholding account for that state and ensure that the employee’s W-2 will be correct. 

· Former Employee: Change the employee’s address in CPPS so that the W-2 will be sent to the right place. No notification of Central Payroll is required.
Can I refund an employee’s taxes from last year?
Once W-2s have been issued, Central Payroll cannot refund prior year federal, state, or local tax amounts. If the employee was over-charged federal or state taxes in the prior year, he or she will receive a refund after filing a tax return. If the employee was over-charged local OPT, the employee can apply directly to the locality for a refund.
Prior year Medicare taxes can be refunded if a W-2C is created. In order for Central Payroll to refund Medicare taxes, the employee must sign a statement that he or she will not apply to the IRS for a refund of the same tax. This statement is included on the Request for a Corrected W-2 form (form is located on the Central Payroll website). 

Types of Earnings
Special earnings types are provided to record taxable income in the payroll system.  Explanations of the most common earnings types are given below.  For additional information about these transactions, please contact the Tax Compliance desk at (303) 866-5806 or the Central Payroll Manager at (303) 866-3810.

· These special earnings types should be entered in CPPS when the earnings are paid. 
· With the exception of IOJ, these earnings codes do not affect the employee’s retirement gross.

· All earnings codes that record taxable dollars paid through COFRS and affect the Medicare gross should be entered in CPPS on the employee’s regular payroll schedule, or Medicare tax may be miscalculated. These earnings codes are AWD, MLA, TUI, WKM, and IOJ.
AWARDS AND PRIZES (AWD & BNS)

Prizes, awards and bonuses for services rendered to the State should be treated as wages and reported as income on the employee’s W-2. Awards for excellence in community service, charitable activities and safety achievement are not included as income. All gift certificates and gift cards should be reported at face value. Non-cash awards should be reported at the fair market value. Savings bonds should be reported at the fair market value of the bond on the date of the award. 
Two earnings codes can be used to report bonuses and awards/prizes as taxable income.  

Use earnings code AWD to record the dollars that were paid through COFRS to the employee. This should be used to record an award/prize/gift certificate given outside the payroll system (i.e.: award checks generated in COFRS, gift cards purchased with COFRS funds).  

Use earnings code BNS to record the dollars being paid to the employee through CPPS for an award or prize (i.e.: employee receives bonus amount through payroll). 

These earnings codes increase federal and state taxable grosses and Medicare gross. They do not affect the retirement gross.
An AP or an RA transaction should be used to enter AWD or BNS. 

VEHICLE USE (COM)   

Employees with personal use of state vehicles must have the value of the benefit added to their taxable income. State Fleet’s commuting rate is $60.00 per month. 
While you could enter an AP batch for each employee with commuting benefits on each payroll, it is much easier to create a job screen for each employee. Set up the job using earnings code COM with the amount of $60.00 per month. Remember, if the employee loses the benefit then the job screen must be deleted.

This earnings code increases federal and state taxable grosses and Medicare gross. 

MILITARY PAY (MIL)

Employees who receive pay through CPPS for military leave while on active duty for more than 30 days must be paid with the MIL earn code.

Enter an AP batch for the dollar amount using the MIL earnings code.

This earnings code increases federal and state taxable grosses only. 

MEALS (MLA & MEL)
Allowable meals paid or reimbursed to the employee for travel within a single day are taxable income for the employee per Fiscal Rule 5-1, Section 11
Use earnings code MLA for reimbursements made through COFRS.

Use earnings code MEL for reimbursements made through CPPS.

These earnings codes increase federal and state taxable grosses and Medicare gross. 

An AP or an RA transaction should be used to enter MLA or MEL.  Use the correct gross dollar amount and no hours.

TUITION (TUI)
The taxability of employer-paid educational assistance depends on the whether the education is job-related, and whether the agency has a qualified plan under IRC Sec 127. 

Educational assistance made by the agency that is determined to be taxable to the employee should be entered into CPPS using earnings code TUI. Non-taxable educational assistance does not need to be entered into CPPS.
Working Condition Fringe Benefit Rules: Payments for job-related educational expenses are exempt from federal income tax if the education is job-related and either maintains or improves skills or is required by the employer or by law. This exclusion does not have a dollar limit. However, if the education is required to meet the minimum requirements for the job, or if the education will qualify the individual for a new trade or business, then the education payments are taxable to the employee. For more information, see IRS Publication 15-B, page 19.
Section 127 Rules: There is no state-wide policy for education assistance. Each agency has the ability to establish its own tuition/education reimbursement plan. If an accountable plan has been established in accordance with IRC 127, all tuition, books, fees, supplies and equipment (except that which can be retained by the employee after the completion of the course) up to $5,250 are excludable from the employee’s taxable gross income. If an employee’s reimbursement total exceeds the $5,250 limit, and the education does not qualify as job-related, then the reimbursement amount over $5,250 is taxable to the employee. For more information, see IRS Publication 15-B, page 9.
The TUI earnings code increases federal and state taxable grosses and Medicare gross. 

An AP or an RA transaction should be used to enter TUI.  Use the correct gross dollar amount and no hours.

WORKER’S COMPENSATION REIMBURSEMENTS  (WKC, WKM  AND IOJ)
Worker’s Compensation reimbursements paid by Pinnacol Assurance are payments made for an employee unable to work due to a covered injury or illness. Worker’s Compensation is never taxable to the employee. 

WKC or WKM is used when Pinnacol sends the payments to the agencies. As the agency has already paid the employee, WKC and WKM are entered as negative amounts to reduce the employee’s taxable grosses. 
Use earnings code WKC for employees who do NOT pay Medicare tax. Negative amounts posted with this earnings code will reduce the employee’s federal and state taxable grosses.
Use earnings code WKM for employees who pay Medicare tax. Negative amounts posted with this earnings code will reduce the employee’s federal and state taxable grosses, and Medicare gross. The reduction of Medicare gross will result in a refund of Medicare tax.
IOJ is used if the employee has been paid a full month’s salary through CPPS AND Pinnacol Assurance has directly reimbursed the employee 66 2/3% of the salary. The dollar amount paid by Pinnacol is entered into CPPS using IOJ. Also, the employee’s leave hours must be restored.
Negative amounts posted with IOJ will reduce the employee’s regular gross pay, federal and state taxable grosses, Medicare gross, and retirement gross. IOJ  must be entered on the employee’s regular payroll, and the employee must receive REG pay on that payroll. If not, the batch will have a fatal error and will not process.
RA transactions should be used to enter WKC, WKM, and IOJ.  Use the correct gross dollar amount paid by Pinnacol, a minus sign (-) and no hours.

EXCESS GROUP-TERM LIFE INSURANCE
According to IRS Publication 525, Taxable and Nontaxable Income, employees’ taxable income must include the taxable value of the employee’s group-term life insurance amount. This applies to employees who have employee optional life insurance coverage. The calculation is done separately for each employee, as the variables include the employee’s amount of coverage and the employee’s age on the last day of the calendar year. The calculation result is added to the employee’s federal and state taxable grosses. This amount will also be added to the Medicare gross beginning in January, 2011.
For classified employees with optional life insurance (GTN 241), CPPS automatically calculates the value of excess life insurance on each payroll. The amount calculated per payroll is shown as the XCS Gross on screen 3 (Employee Check Display) of Payroll History in CPPS, and is added to the employee’s federal and state taxable grosses, and Medicare gross.

The year-to-date excess life total is on screen 26 (Gross Dollar Balances) of Personnel Inquiry in CPPS; grosses 5614 (State Excess Life YTD) and 5710 (Federal Excess Life YTD). After each payroll, report EXCSLIFE runs in Document Direct, under group DD002. This provides a list of all employees with excess life amounts on that payroll.
To calculate the excess life amount for an employee, please see the Excel Excess Life Calculation Worksheet on the Central Payroll webpage. This worksheet contains all the formulas required, and includes an adjustment for the AD&D coverage that is included in the Minnesota Life insurance policy.
Moving Expense Reimbursements
Taxable vs Non-Taxable
The Central Payroll website contains extensive information on how to determine whether a Moving Expense Reimbursement is taxable or non-taxable. Please see the “Moving Expense Reimbursements” link under the “How Do I…?” section.
The Central Payroll will update the worksheet for calculating the taxable and non-taxable portions of employee moving reimbursements once we have new mileage rate from the IRS.  It will be under the “Payroll Forms” section.

W-2C Request Instructions

The statute of limitations for requesting a W-2C is three years from the date of filing of the original tax return. This means that for 2010 W-2s, you have until April 15, 2014 to file a W-2C. After that time, a W-2C may not be filed for 2010.  

To obtain a corrected W-2C for an employee, complete the “Request for Corrected W-2 Form” on the Central Payroll website (under the “Year-End Information Header”, http://www.colorado.gov/dpa/dfp/sco/payroll.htm). This form must be faxed or mailed to the Central Payroll office, along with a photocopy of the original W-2 for the year of correction. These forms should not be e-mailed, as they contain Social Security Numbers.

For all W-2C requests, the following fields must be completed on the request form:

· Name: Name of payroll officer who completed the form

· Phone: Phone number of payroll officer

· CPPS ORG Code: ORG code for employee whose W-2 requires correction

· Year: Year of W-2 that requires correction

· Employee’s Correct Name and Address

· Agency’s Name and Address

· Employee’s CPPS EID

· Employee’s correct SSN

· Reason for request

· Authorized Signature and Date

Additional Fields to Complete Based on W-2C Situation:

Incorrect Name and/or SSN on Original W-2:

· Employee’s incorrect name, as printed on original W-2
· Employee’s incorrect SSN, as printed on original W-2
Situations That Trigger W-2C’s

Each situation requires different treatment. Please find the applicable situation below, then follow the instructions to complete the W-2C request.

Incorrect Name or SSN

· Complete fields for employee’s correct and incorrect information.

· In the ‘Reason for Request’ section, explain what should be corrected.
Receipt of Prior Year Workers’ Compensation Checks:

· Worker’s compensation must be tracked in CPPS. Enter the WKC or WKM in the current year. Once Central Payroll receives the W-2C Request, an adjustment to correct the current year will be processed.

· Box 1 – Federal Taxable Gross

· Original W-2: enter amount from box 1 on employee’s original W-2

· Correct Info: enter original W-2 amount less the amount of the worker’s compensation check

· Difference: subtract Original W-2 amount from Correct Info amount

· Box 5 – Medicare Gross (if employee is Medicare-eligible) 

· Original W-2: enter amount from box 5 on employee’s original W-2

· Correct Info: enter original W-2 amount less the amount of the worker’s compensation check

· Difference: subtract Original W-2 amount from Correct Info amount

· Box 6 – Medicare Tax (if employee is Medicare-eligible) 

· Original W-2: enter amount from box 6 on employee’s original W-2

· Correct Info: enter 1.45% of Correct Info Medicare Gross

· Difference: subtract Original W-2 amount from Correct Info amount

· Reason for request

· Include schedule number that prior year WKC or WKM was entered on

· Employee Signature and Date (if employee is Medicare-eligible)

· If the employee is Medicare-eligible, he/she will receive a Medicare refund when WKM is entered in CPPS. The employee must sign the W-2C Request to state that he/she will not apply for another Medicare refund from the IRS.

Employee Was Overpaid in Prior Year:

· A completed overpayment form and payment must be sent with the W-2C request. The overpayment form cannot include deductions for federal, state, or local taxes.

· If the employee does not sign the W-2C request, do not include GTN 036 on the overpayment form.

· Only the employee’s Medicare gross and tax will be affected. The employee’s federal and state taxable grosses will not be reduced, as IRS taxes are based on cash receipt. As the employee received the pay in the prior year, it remains taxable for that year. In the current year, the employee may claim a deduction or tax credit for the repayment of wages (direct employee to Repayments section in IRS Publication 525 for details).

· If the employee is not Medicare-eligible, only the overpayment needs to be processed. No W-2C is required.

· Box 5 – Medicare Gross 

· Original W-2: enter amount from box 5 on employee’s original W-2

· Correct Info: enter Medicare gross per the overpayment form

· Contact Central Payroll for assistance with this calculation

· Difference: subtract Original W-2 amount from Correct Info amount

· Box 6 – Medicare Tax 

· Original W-2: enter amount from box 6 on employee’s original W-2

· Correct Info: enter 1.45% of Correct Info Medicare Gross

· Difference: subtract Original W-2 amount from Correct Info amount
· Employee Signature and Date 

· If the employee is Medicare-eligible, he/she will receive a Medicare refund through the overpayment process.

· If the employee does not sign the W-2C request, GTN 036 should not be included on the overpayment form.
Employee was Incorrectly Coded as Medicare-Ineligible; Should Collect Medicare Tax:

· Contact Central Payroll – Tax Desk to receive instruction on updating the Medicare status, notifying the employee, and calculating Medicare gross and tax for prior years. 

· Current year Medicare tax will be collected from current pay via adjustments entered by Central Payroll.

· Prior year Medicare tax should be collected from the employee. Employee can write the agency a check, or agency can enter one-time deductions to GTN 101 on current payrolls.

· Only the last three years can be corrected per the IRS.

· Payment of employee and state shares of Medicare tax must be sent with the W-2C request.

· Fund 100, Agency 998, Balance Sheet Account 2216 

· Box 5 – Medicare Gross 

· Original W-2: enter amount from box 5 on employee’s original W-2 (should be $0.00)

· Correct Info: enter calculated Medicare gross for the year

· Difference: same as Correct Info

· Box 6 – Medicare Tax 

· Original W-2: enter amount from box 6 on employee’s original W-2 (should be $0.00)

· Correct Info: enter 1.45% of Correct Info Medicare Gross

· Difference: same as Correct Info

Employee was Incorrectly Coded as Medicare-Eligible; Should Refund Medicare Tax

· Contact Central Payroll – Tax Desk to receive instruction on updating the Medicare status and notifying the employee. 

· Current year Medicare tax refund will be processed through current payroll via adjustments entered by Central Payroll.

· Prior year Medicare tax will be refunded to the agency on an IT, and to the employee with a warrant. The warrant will be included with the completed W-2Cs, and sent to the agency for distribution.

· Only the last three years can be corrected per the IRS.

· Include IT coding for agency refund with W-2C request.


· Box 5 – Medicare Gross 

· Original W-2: enter amount from box 5 on employee’s original W-2

· Correct Info: $0.00

· Difference: same as Original W-2

· Box 6 – Medicare Tax 

· Original W-2: enter amount from box 6 on employee’s original W-2 

· Correct Info: $0.00

· Difference: same as Original W-2

· Employee Signature and Date

· If the employee does not sign the W-2C request, the W-2Cs will be processed but the employee will not receive a Medicare tax refund for the prior year(s).

REQUEST FOR CORRECTED W-2
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FAX TO CENTRAL PAYROLL AT 303-866-4138

FROM:
NAME:
Suzy Payroll Officer





PHONE:
303-866-1234


CPPS ORG CODE:
AAA

DATE: 
2/16/2011


REQUEST FOR CORRECTED W-2 FOR CALENDAR YEAR: 2010
	Employee’s Correct Name and Address
	Agency’s Name and Address

	Belle Liberty
	Department Of Personnel & Administration

	1234 Main Street
	633 17th Street, Suite 1600

	Denver, CO 80211
	Denver, CO 80202


Employee’s CPPS EID
997075378

Employee’s correct SSN
111-22-3333
If employee’s information was incorrect on original W-2:

Employee’s incorrect SSN

                       
Original W-2
Correct Info
Difference
Box 1 – Federal Gross
$27,000.00
$24,000.00
$3,000.00
Box 5 – Medicare Gross
$36,000.00
$33,000.00
$3,000.00
Box 6 – Medicare Tax
$522.00
$478.50
$43.50
Reason for request: WKM check for December worker's comp received from Pinnacol in February. WKM entered in CPPS on sch 021. 
For all corrected W-2 requests:

I UNDERSTAND THAT ANY CHARGES ASSESSED BY THE IRS FOR THIS CORRECTED W-2 (W-2C) WILL BE THE RESPONSIBILITY OF THIS AGENCY.


_________________________________  
___________

AUTHORIZED SIGNATURE               
DATE

For corrected W-2 requests that result in a refund of Medicare tax:

I UNDERSTAND THAT I AM GOING TO RECEIVE A W-2C AND A REFUND OF MEDICARE TAX FROM THE STATE OF COLORADO, AND WILL NOT APPLY FOR A MEDICARE REFUND FROM THE IRS.

_________________________________
___________

EMPLOYEE SIGNATURE


DATE
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Employee must sign and date request to receive refund of Medicare tax!





Agency Payroll Officer must sign and date ALL requests!
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