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SUBJECT: TAXABLE TU TI ON WAl VERS — SUMVER TERM 2001

I nternal Revenue Code (I RC) Section 127 provides for the
exclusion froman enpl oyee's taxable wages of up to $5, 250 per
year of enpl oyer-provided education assi stance for undergraduate
studi es that begin before Decenber 31, 2001. This exclusion does
not apply to graduate |evel courses. |RC Sections 132 and 162
provi des that enpl oyers may exclude from an enpl oyee's taxabl e
wages certain working condition fringe benefits, including

enpl oyer paynents for job-related education assi stance.

JOB- RELATED EDUCATI ON ASSI STANCE

Job-rel ated educational assistance, including anbunts in excess
of $5,250 and qualifying graduate |evel courses, may be treated
as a nontaxabl e working condition fringe benefit. Job related
education is that which:

Mai ntai ns or inproves skills that an enployee is required
to have for enploynent; or

| s expressly required by the enployer, or is legally
required in order to retain an established enpl oynent
rel ati onship, status, or rate of conpensati on.

The foll owi ng types of education do not qualify as job-rel ated:

M ni mrum educati onal requirenents to qualify for

enpl oynent ; or

Education that will qualify an enpl oyee for a new trade
or busi ness.



Addi tional information concerning the taxability of tuition
wai vers may be found in the Fringe Benefits Section of Payrol
Preparati on Manual, Volune VI, Section 3.

GRADUATE LEVEL TU TI ON WAl VERS

The attached schedul e |ists agency enpl oyees enrolled in Sunmer
Term 2001 graduate | evel courses under the state tuition waiver
program and the tuition values reported to the Bureau of State
Payrolls (BOSP) by the state universities. Please reviewthe
courses listed for your enployees and determ ne those courses
that are job related and excludable fromtaxation as provi ded by
the Internal Revenue Code and Internal Revenue Service

Regul ations. Tuition val ues not exenpt fromtaxation nust be
reported to the BOSP as outlined bel ow using the On-Line
Cancel | ati on and Adj ustnent System

Taxabl e tuition values reported to the BOSP are subject to incone
and FI CA (Social Security and Medicare) taxes. These taxable
values will be included with the enpl oyee’s earnings through the
enpl oyee record adjustnment process. This process collects the

FI CA taxes on the next regular payroll after the enployee record
update is entered, or fromthe agency FLAI R account, but does not
col l ect incone taxes. Agencies should notify enpl oyees havi ng
taxabl e tuition values of this additional tax liability so that
they may adjust their Form W4, Enployee’s Wthhol ding Al owance
Certificate, as needed.

Taxabl e tuition values nust be reported in the current cal endar
year and cannot be carried over into the next cal endar year.

Enpl oyi ng agenci es and universities are encouraged to report

t hese val ues as soon as possi ble. Agencies collecting FICA taxes
t hrough the payroll process in Decenber should exercise care to
ensure that the values are entered and approved prior to
processing the | ast payroll of the year.

REPORTI NG TAXABLE TUI TI ON ON- LI NE

Enpl oyi ng agenci es and universities nust report taxable tuition
val ues to the BOSP using the on-line enployee record adj ust nent
system for non-cash adjustnents. This systemis accessed through
the Payroll Main Menu (PYRL), Cancell ations and Adjustnents (CA)
Non-cash Adjustnments (NC). Uilizing the systemrequires two
separate agency actions; after the record is added it nust then
be approved.

For additional information about the use of these screens, refer
to the BOSP Payroll Preparation Manual, Volunme V, Section 8,
Onli ne Non-Cash Adjustnents (Revised May 2001). Questions
concerning the use of these screens should be directed to Janet



Joi ner, Enpl oyee Records Section, at (850) 410-9435, SunCom 210-
9435, or email: jjoiner@mail.dbf.state.fl.us. Only taxable
tuition values are to be reported to the BOSP. Tuition values for
courses determned to be job related and therefore not taxable,
and t he supporting docunentation, should be retained by the
agenci es and nmade avail abl e upon request.

Agency Reporting for Current Enpl oyees

The followi ng data requirenents apply to the collection of Soci al
Security and Medi care taxes through the payroll process for
currently enpl oyed enpl oyees.

Tax | D Nunber : Soci al Security Nunber
Ear ni ng Code : Use Code 9103 for Taxable Tuition
Ear ni ng Anount Use the Taxable Tuition Val ue
Benefit End Dat e: For Summer Term use 06302001
Retirenent Code : Use regul ar retirenent code
Goss Up (Y/N) Use N (not subject to gross up)
Enpee Pay Cycle : B = Biweekly, or, M= Mnthly
Or gani zati on Code: First 4 digits, then zero fill
Agency OLO : Agency 4 digit code.

Exanpl e: UF = 4910; DOT = 5500
Last Nane : Syst em gener at ed
First Name : Syst em gener at ed
Mddle Initial Syst em gener at ed

Agency Reporting for Enpl oyees No Longer on the Payrol

Prior to entering taxable tuition waiver records into the On-line
Cancel | ati on and Adj ustnment System agencies should verify that
the enployee is still enployed by the agency. Agencies having
taxabl e tuition waivers for enployees no | onger on the payrol

must report those taxable values and pay the enpl oyer and

enpl oyee FICA taxes. Enployee taxes paid by the enployer are
consi dered additional incone to the enployee unless collected
fromthe enpl oyee during the cal endar year.

The follow ng data requirenents apply to the collection of social
security and Medicare taxes fromthe agency FLAIR account for
former enpl oyees.

Tax | D Nunber : Soci al Security Nunber

Ear ni ng Code : Use Code 9103 for Taxable Tuition
Ear ni ng Anount Use the Taxable Tuition Val ue
Benefit End Dat e: For Summer Term use 06302001
Retirement Code : Use regul ar retirenent code

Goss Up (YN Use Y (subject to gross up)

Enpee Pay Cycle : Leave Bl ank




Or gani zati on Code: First 4 digits, then zero fill

Agency COLO : Agency 4 digit code
Exanpl e: UF = 4910; DOT = 5500
FLAI R Acct Code : 29 Digit FLAIR Account Code that
FI CA shoul d be collected from
Last Nane : Syst em gener at ed
First Name ; Syst em gener at ed
Mddle Initial Syst em gener at ed

Shoul d you need additional information, refer to Payrol

Preparati on Manual, Volune V, Section 8 for the on-line
procedures for reporting record adjustnents having enpl oyer paid
t axes.

| f you have any questions concerning these procedures pl ease
contact Ernest Thonpson at SUNCOM 210- 9432/ (850) 410- 9432 or e-
mai | : et honpson@mai | . dbf.state.fl.us. Questions concerning data

i nput and the use of the PYRL screens should be directed to Janet
Joi ner at SUNCOM 210- 9435, (850)410-9435 or e-mail:
jjoiner@ail.dbf.state.fl. us.
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