INSTRUCTIONS FOR CELL PHONE IMPUTED INCOME/
CASH ALLOWANCE FORM
Revised:  05/01/2009

The purpose of this Form is to calculate the cash allowance reimbursing an employee for imputed income associated with a cell phone or cell-phone enabled personal digital assistant (PDA), such as a BlackBerry or similar device, and related accessories provided by the University to an employee.  Employees who receive such equipment must have the value of the device and monthly service plan cost added to their taxable earnings as “imputed” income.  These employees will receive a cash allowance, however, reimbursing them for the tax on the imputed income.  Since the allowance itself is taxable, it will be increased using the IRS gross-up formula to reimburse the employee for applicable payroll taxes related to the payment (see FAQs).  This web-based Form will automatically calculate the cash allowance based on the information entered for the individual.  
Part I:  Employee Information
Enter the requested employee information, the service plan end date, and any tax exemptions applicable to the individual (check the appropriate box).  If the service plan does not have an end date, enter “month-to-month.”  If the employee is working out-of-state and is not a resident of California, check the Out-of-State Employee box and enter the name of the other state.   If the employee working out-of-state is a California resident, do not check the “Out-of-State Employee” box.  If the employee is eligible for an exemption not listed, check the “Other” box and identify the type of exemption in the space provided.
The following table may be used to determine if an employee qualifies for an exemption. If an employee is eligible for a tax exemption, the applicable exemption code should be displayed on the Employee Data Base (EDB) screen below:
	Exemptions:
	EDB Screen
	Field
	Code

	Out-of-State Employee
	IGEN
	Calif Tx Marit/Pers
	997

	     Specify State
	IGEN
	Other St Name
	XX


	Treaty Eligible Foreign National
	IGEN
	Citizen
	E or F

	Medicare Only
	IGEN
	FICA Elig
	M

	Exempt from OASDI and Medicare
	IGEN
	FICA Elig
	N

	Tax Exempt Federal
	IGEN
	Fed Tx Marit/Allow
	998

	Tax Exempt State
	IGEN
	Calif Tx Marit/Allow
	998


If any of the exemption fields are not included on the EDB screens available to your department, you must contact your campus Payroll Office to obtain the required information.
The information entered in Part I, will be used to calculate the amount and duration of the cash allowance paid to the employee.  
Part II:  Calculation of Cash Allowance Applicable to Imputed Income
Imputed Income – Use the Imputed Income field to enter the monthly cost of the cell phone or PDA service plan, including the cost of the device.  This amount will be added to the employee’s taxable earnings as imputed income and will be subject to applicable withholding for Federal and State income taxes, OASDI (i.e., Social Security), and Medicare.  
· If the cost of the device is not included in the monthly service plan amount at the time the contact is established with the carrier, it should be prorated and added to the monthly plan amount for the period of the contract.  
· If the monthly plan cost is not a constant amount because of minor changes in taxes, fees, or other surcharges, the monthly plan cost should be estimated so that the amount is sufficient to cover such additional expenses charged for the term of the contract.
The imputed income field should also be used to record the imputed income related to one-time purchases incurred while the plan is in effect such as the cost of cell phone accessories, expenses for repairs, the cost of replacing a lost or stolen device, or the cost of equipment upgrades. Use this field to enter the cost of the cell phone handset if it is not included in the monthly plan cost and the service agreement is month-to-month.  Imputed income related to these transactions should be recorded as one-time transactions separate from the monthly imputed income related to the service plan (see Part III below).
Cash Allowance - Based on the imputed income entered for the employee, the monthly cash allowance will be calculated automatically in accordance with the IRS formula for such taxable payments.  The following standard tax rates will be used to calculate the cash allowance unless one of the exemption categories is checked in Part I:  
· Federal income taxes, 28%; 
· State of California income taxes, 8.25%; 
· OASDI, 6.2%; and 
· Medicare, 1.45%.  
If the employee is working out-of-state and is not a California resident, enter the other state withholding rate.  (The withholding rate for the state may be obtained from the campus Payroll Office.)  If the Other exemption box was checked in Part I, uncheck the applicable tax rate box in this Part.
The following examples illustrate how the cash allowance could be calculated.  
Example 1:  Assume an employee is provided with a $50 per month cell phone plan and is subject to OASDI and Medicare withholding on all of his or her annual earnings.  The cost of the handset is included in the monthly plan cost.  The monthly allowance, including reimbursement for taxes, would be $35.60 calculated as follows: 
W =     Monthly Allowance, less imputed income
W =
Plan Cost
1 – Applicable Tax Rates

W =
$50.00 
1 - .28 - .0594
 - .062 - .0145

W =
$50.00

.5841
W =     $85.60
W =   
$85.60 - $50.00 (imputed income)

W =
$35.60
If the employee’s annual earnings will exceed the OASDI limit, the “Exempt from OASDI” box in Part I should be checked.  The Form will then calculate the cash allowance excluding this rate.  In the example above, the cash allowance would be $27.39 for an employee who will exceed the OASDI limit.

Example 2:  Assume an employee is provided with a $50 per month cell phone plan and is subject to OASDI and Medicare withholding on all of his or her annual earnings.  The cost of the handset is included in the monthly plan cost.  The biweekly allowance, including reimbursement for taxes, would be $16.43 calculated as follows:
W =     Monthly Allowance, less imputed income

W =
Plan Cost
1 – Applicable Tax Rates

W =
$23.08
 

1 - .28 - .0594
 - .062 - .0145

W =
$23.08
.5841

W =     $39.51
W =   
$39.51 - $23.08 (imputed income)

W =
$16.43

Part III:  Payroll Information
A separate By-Agreement appointment and distribution should be established in the EDB for the imputed income and cash allowance related to the monthly plan costs using the DOS codes listed below.  For one-time purchases, the DOS codes should be used to create one-time Payroll Time Reporting (PTR) transactions in the Payroll/Personnel System (PPS):  
· Imputed Income - DOS code “CEL” should be used to establish the imputed income distribution.  This distribution should be set up for the term of the service agreement.  If the service agreement is month-to-month, the distribution should be set up with an indefinite end date until the phone is returned or replaced.  If the imputed income relates to a one-time purchase, it should be processed as a one-time transaction using the CEL code.   Such one-time transactions should not be set up as distributions or appointments on the EDB. 
· Cash Allowance - DOS code “CE2” should be used to establish the distribution for the cash allowance.  This distribution must match the duration of the imputed income distribution established under the CEL code.  The CE2 code should also be used to generate a one-time payment reimbursing an employee for taxes applicable to any one-time purchases processed under the CEL code. 
To ensure that imputed income and cash allowance transactions are processed automatically in the PPS, use the following codes when establishing new appointments:

· Fixed/Variable:  Fixed

· Leave:  N (Not subject).
· Time:  R (Exception Online)

Note: For one-time payments, use the one-time payment screen (EDFT) to schedule the payment.   
A copy of the Form should be provided to the employee for his or her records.
� Displayed on the IGEN screen as the state abbreviation, e.g., “AL” (Alabama).  


� Under the IRS formula, the State rate must be reduced by the Federal rate (i.e., 0825 – (.28 x .0825) = .0594) since state taxes paid by an individual are deductible on his or her Federal income tax return.


�  Without OASDI, the gross-up calculation on a $50 plan would be as follows:  $50.00 / (1 - .28 - .0594 - .0145) = $77.39 - $50.00 = $27.39.


�  The plan cost for a biweekly paid employee is calculated as follows: (Monthly Plan Cost x 12) / 26. 


� Under the IRS formula, the State rate must be reduced by the Federal rate (i.e., 0825 – (.28 x .0825) = .0594) since state taxes paid by an individual are deductible on his or her Federal income tax return.
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