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A.
TERMINAL LEARNING OBJECTIVE:



(1)
Given deduction and/or collection of pay computations, supporting/substantiating ("S") documents, access to an automated system with applicable software and internet connectivity, access to Customer Information Control system (CICS), a calculator, and the references, audit Deductions and Collections of Pay to meet standards of accuracy prior to submission for certification per the references.  (3432.02.20)


B.
ENABLING LEARNING OBJECTIVES:



(1)
Given a scenario reflecting member’s income tax withholdings computation, a calculator, and the references, audit the Federal/State withholdings for accuracy prior to submission to the certifying officer per the references.  (3432.02.20a)

2) Given a scenario reflecting member’s Social Security and Medicare Tax withholdings computations, a calculator, and the references, audit Federal Income Contributions Acts withholding for accuracy prior to submission to the certifying officer per the references.  (3432.02.20b)

1.
FEDERAL AND STATE WITHHOLDINGS:  


a.
Federal and state withholding is in accordance with Treasury Department Circular E (reference (cf)) and Treasury Department regulations governing State income tax withholding as implemented in Service directives.


b.
A member may authorize an additional amount to be withheld monthly to meet the income tax needs while entitled to combat zone tax exclusion or for other reasons.


c.
The state in which a member claims legal residence may tax compensation and other income regardless of the member’s location.


d.
Each member must designate a legal residence, and report any changes of legal residence.  A member’s legal resident does not change because of change of duty station.


e.
Compensation for military service, which is subject to the Federal taxation, is also subject to the mandatory withholding of income taxes on behalf of those states (including the District of Columbia) that have entered into agreement for the purpose of such withholding with the Secretary of the Treasury.
2.
FEDERAL TAXES:  
  (APSM, Appendix D)


a.
Monthly taxable wages, times twelve equals yearly wage.


b.
Yearly wage minus the value of all exemptions equals annual taxable wage. Exemptions are located on the LES. (Effective 1 January 2010, the standard deduction for each exemption is $3,650.00.)


c.
Apply the result of this step to the appropriate table.  If the LES reflects an "S", then use the single table: if it reflects an "M", then use the married table to establish the yearly tax.


d.
Find where the taxable income falls within the table and subtract the excess.

e.
Multiply the result by the given percentage and add to the pre-determined tax in the table.

f.
Take yearly taxes and divided by twelve.  This gives you the amount of federal income tax to be withheld.


FITW Year-To-Date (YTD) Totals

  The LES contains several key data about wages and FITW:

· Exemptions

· Wages this period

· Wages YTD

· Federal Taxes YTD


Federal exemptions, which do not necessarily correspond to the member’s dependents, are selected by the member by submitting tax form W-4.  This data is used in conjunction with the tax charts in appendix D of the APSM to determine the member’s FITW. 


Wages this period reflects the total wages subject to FITW for the current period, in our case one month.  To compute the wages this period, add all pay that is taxable and subtract all taxable wage reducing items such as forfeitures and MGIB.


Wages YTD reflects the total of wages subject to FITW for the calendar year through the current month.  For example, a March LES would include the taxable wages from January, February, and March in the wages YTD field.

Like wages YTD, federal taxes YTD reflects the sum of all federal taxes withheld during the calendar year through the current month.

The YTD totals for FITW are reset at the beginning of each calendar year.
3.
STATE TAXES:    


  (DODFMR, Vol. 7A, Chapter 44)


a.
General knowledge.



(1)
The state in which a member claims for legal residence may tax compensation and other income regardless of the member's location.



(2)
Legal residence is designated at the time a member enters into the service.  Notification of a change of legal residence must be accomplished by DD Form 2058. (Administrative Form)



(3)
Withholding for compensation for military service which is subject to federal taxation is also subject to the mandatory withholding of income taxes on behalf of those states which have entered into an agreement for the purpose of such withholding with the Secretary of the Treasury.



(4)
State exemptions are in Block 33 of the LES.

b. Computation of State tax.



(1)
The tax table is broken down in seven areas, all areas are not used in every state, (so don't consider these as steps).




A:
WAGES:  MINIMUM INCOME:




B:
STANDARD DEDUCTION:



C:
STANDARD EXEMPTION ALLOWANCE:




D:
MILITARY EXEMPTION:




E:
TAX CREDITS:




F:
FITW CREDIT:




G:
TAXATION TABLES AND PERCENTAGES:



(2)
The steps for each state are located at the bottom of each state computation worksheet under: "MONTHLY COMPUTATION"
4.
Federal Insurance Contributions Act: 

a.
The Federal Insurance Contributions Act (reference (ci)) requires the withholding of tax from employees covered by the Social Security Act and the payment of employer’s tax by federal agencies.


b.
Taxable Wages: The following wages are subject to FICA withholding.



(1)
Basic Pay (excluding reduction for education benefits under the Montgomery G.I. Bill).



(2)
Active duty compensation.



(3)
Inactive duty compensation (This applies to inactive duty training performed after December 1987)


(4)
Taxable amounts earned but unpaid at the date of death (subject to the maximum earnings tax), if paid to the beneficiary during the same calendar year on which member’s death occurs.



(5)
Basic pay or compensation earned when absence is because of injury, sickness, or hospitalization.


c.
Percentage and maximum FICA taxed:




(1)
FICA is taxed at a percentage rate of 7.65% of taxable income for FICA. (Social Security is 6.20% and Medicare is 1.45%)



(2)
Effective January 1, 2010, the maximum wage base for Social Security is $106,800.00 (with a yearly maximum withholding of $6,621.60).  The Medicare tax applies to all taxable wages.

5.
COMBAT ZONE TAX EXCLUSION:  



(DODFMR, Vol. 7A, Chapter 44)


a.
All active duty members for any month during which they qualify for combat zone tax exclusion, are exempt from paying taxes on the monies earned during that month, as prescribed in paragraph 440103, of the DODFMR, Vol. 7A., Chapter 44.


b.
The termination date for tax exclusion cannot extend beyond the effective date specified in an executive order terminating the designation of the Combat Zone.


c.
CZTE maximum cap.



The maximum cap for CZTE is the amount of highest senior ranking enlisted (E9S) plus the Imminent Danger Pay (IDP).



1).
Highest rate of basic pay for the senior enlisted member (E9S), effective January 1, 2010 is $7,386.30



2).
If the Officer is entitled to IDP, a total of $7,611.30 ($7,386.30 (BP) plus $225.00 (IDP) is excluded from the gross monthly taxable income.

6.
TAX ADJUSTMENTS AND CORRECTIONS: 

a.
The following conditions can cause improper monetary values to be reflected in the tax field of the MMPA:



(1)
Untimely Accession of a Central Record:  This problem is caused by late accession of the MMPA into the central record. The accession occurs beyond the time span compute capabilities of the MCTFS.



(2)
Inadvertent Deactivation of the Central Record:  This condition is infrequent but occurs whenever a separation entry is erroneously reported and processed.



(3)
Separation/Reentry within the Same Calendar Year:  Existing logic will determine if an IRS Form W-2 has or has not been issued. If issued, new tax account data will begin on the date of reentry. If not issued, the accession logic will cause prior tax data to be carried forward to the new period of service.

7.
AUDITING TAXES:

a. Ensure all source documents are attached.


b.
In cases when the taxes need to be adjusted, ensure there is a substantiating document authorizing you to verify the adjustment(s).


c.
Verify the taxable wages used in the computation is correct.


d.
Audit the clerk’s computations for accuracy.

8.
SERVICEMAN'S GROUP LIFE INSURANCE (SGLI): 
 


(DODFMR, Vol. 7A, Chapter 47)


a.
General knowledge.  Effective 1 September 2005, this program automatically insures every member against death for $400,000.00 while the member is serving full time active duty, or training on orders to duty not limited to 30 days or less.



(1)
Members who do not desire full coverage may elect in writing for an amount less than $400,000 in $50,000 increments or may elect to waive coverage.  The coverage will terminate the last day of the month that the member elects no coverage or a reduced amount, and the reduced amount will commence on the 1st of the next month. Amount is not PRORATED


 (2)
If no elections are made, the member will automatically be covered for $400,000.00 of SGLI.

(3) Members may change their election at any time.


(4)
Effective December 1, 2005, every member who has SGLI also has TSGLI coverage. This coverage applies to active duty members, reservists, funeral honors duty and one-day muster duty.



(5)
This benefit is also provided retroactively for members who incur severe losses as a result of traumatic injury between October 7, 2001 and December 1, 2005 if the loss was the direct result of injuries incurred in Operations Enduring Freedom or Iraqi Freedom. The rate for TSGLI is always $1.00.




RATES FOR SGLI AS OF JULY 1, 2006:  




 a.
Monthly deductions are NOT prorated for partial month coverage.


 b.
Deductions start on the first day of the month member enters on active duty.  (Example:  Member enlists in the Marine Corps on 18 January.  Deduction is for the entire monthly 

amount.)

  
c. 
Traumatic Injury Protection Under SGLI (TSGLI)

The Traumatic Injury Protection Program (TSGLI) under the auspices of the SGLI program provides payments to severely injured members who suffer a scheduled loss as a direct result of serious trauma, such as a loss of an arm or leg (see 38 CFR 9.20 (e)(7)). This monetary assistance helps the member and his/her family through an often long and arduous treatment and rehabilitation period.  Effective December 1, 2005, ALL members covered by SGLI program will be automatically covered under TSGLI. Members must decline SGLI coverage in order to cancel TSGLI.  The monthly rate for TSGLI is $1.00

d.
Family Serviceman’s Group Life Insurance (FSGLI) 

Effective November 1, 2001, FSGLI automatically covers spouses and dependent children (insurable dependents) of uniformed service members. In order for the spouse and children to be eligible for family coverage, the service member shall be enrolled in the full-time SGLI coverage. Enrollment for members of the Uniformed Services is based on dependent information in the Defense Enrollment Eligibility Reporting System (DEERS). For Marine Corps members, enrollment is based on dependent information on the Marine Corps Total Force System (MCTFS). 


1. Spousal Coverage. A spouse of an eligible member automatically is covered in the amount of $100,000. Coverage of a spouse, however, cannot exceed the member’s SGLI coverage if such coverage is less than $100,000. For example, if the member’s SGLI coverage is $80,000, then the coverage for the spouse cannot exceed $80,000. 


2.
Children’s Coverage. Each child is covered in the amount of $10,000 at no cost to the member. The member may not decline coverage or elect to insure any child for less than $10,000. In the case of a member married to another member, a child may not be insured by more than one member. The child shall be insured by the coverage of the member whose eligibility for insurance occurred first, except in cases where the senior member does not have legal custody of the child. In such cases, the child shall be insured under the coverage of the member who has custody of the child. 


3.
Member Married to Member. A member married to another member is eligible for coverage under this program. A member shall ensure that information contained in the DEERS/MCTFS is updated to reflect that the spouse is a member of the Uniformed Services so they can be enrolled automatically in FSGLI. 

 
4.
 Cost. The premiums are based on the age and the amount of coverage of the spouse. The premium rates for the spouse are as follows:
	Age Group
	Old Rates
(Per $10,000)
	New Rates
(Per $10,000)
	New Rates
($100,000 Coverage)

	   Under 35
	$0.55
	$0.50
	$5.00

	35-39
	0.70
	0.65
	  6.50

	40-44
	0.90
	0.85
	  8.50

	45-49
	1.40
	1.30
	13.00

	50-54
	2.70
	2.50
	25.00

	55-59
	4.00
	3.70
	37.00

	60 & Up
	5.20
	5.00
	50.00


9.
DEPENDENT DENTAL PLAN (DDP): 
  


(DODFMR, Vol. 7A, Chapter 54)


a.
There are two monthly rates of deduction for this coverage. They are as follows:



b.
Do not PRORATE DDP deduction.

10.
ARMED FORCES RETIREMENT HOME: 
 

(DODFMR, Vol. 7A, Chapter 46)


a.
An automatic deduction of $.50 is withheld from the following Marines pay:



(1)
All enlisted members in the regular Marine Corps.



(2)
All warrant officers in the regular Marine Corps & Limited Duty Officers (LDO).


b.
Do not PRORATE Armed Forces Retirement Home.

      Individual Coverage (1 depn) 	Family Coverage





           $12.69 (effective 20100101)	         $31.72 (effective 20100101)





$26.00 = $400,000.00


$22.75 = $350,000.00


$19.50 = $300,000.00


$16.25 = $250,000.00


$13.00 = $200,000.00


$9.75 = $150,000.00


$6.50 = $100,000.00


$3.25 = $  50,000.00
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