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TERMINAL LEARNING OBJECTIVES
(1) Given the requirement to compute a deduction and/or collection of pay, supporting/substantiating ("S") documents, access to an automated system with applicable software, access to Customer Information Control System (CICS), a calculator, and the references, compute deductions and collections of pay to meet standards of accuracy per the references. (3432.02.04)

(2) Given supporting/substantiating "S" documents, access to an automated system with access to the Internet, Customer Information Control System (CICS), W2/W2-C on line, a calculator, and the references, prepare a Tax Adjustment and W2/W2-C to meet standards of accuracy per the references. (3432.02.04)

ENABLING LEARNING OBJECTIVES
(1) Given a simulated situation pertaining to a deduction from a member's pay account, a calculator, LES's, a Disbursing Data Entry Worksheet, and the references, compute the Federal Income Tax Withholdings from the member's pay in accordance with the references. (3432.02.04a)

(2) Given a simulated situation pertaining to a deduction from a member's pay account, a calculator, LES's, a Disbursing Data Entry Worksheet, and the references, compute the State Income Tax Withholdings from the member's pay account in accordance with the references.  (3432.02.04b)

(3) Given a simulated situation pertaining to a deduction from a member's pay account, a calculator, LES's, a Disbursing Data Entry Worksheet, and the references, compute the Federal Insurance Contributions Act (FICA) deductions from the account in accordance with the references.   (3432.02.04c)

(4) Given a simulated situation pertaining to a deduction from a member's pay account, a calculator, LES's, a Disbursing Data Entry Worksheet, and the references, compute the Servicemen's Group Life Insurance (SGLI) deduction from the account in accordance with the references.  (3432.02.04d)

(5) Given a simulated situation pertaining to Courts-Martial sentence monetary loss, LES's, a calculator, a Disbursing Data Entry Worksheet, and the references, compute the Courts-Martial monetary loss in accordance with the references.   (3432.02.04e)

(6) Given a simulated situation pertaining to Non-Judicial Punishment (NJP) monetary loss, LES's, a calculator, a Disbursing Data Entry Worksheet, and the references, compute the monetary loss in accordance with the references.  (3432.02.04f)

(7) Given a simulated situation pertaining to liquidation of indebtedness, an LES, a calculator, a Disbursing Data Entry Worksheet, and with the aid of references, compute liquidation of indebtedness for the scenario in accordance with the references.   (3432.02.04g)

(8) Given a simulated situation, source documents, and references, compute applicable tax adjustments to a member's account in accordance with the references. (3432.02.04h)


1. FORFEITURES
1. A forfeiture is a loss of entitlement to pay that results from legal action, i.e. a ______________ or ___________ punishment proceeding.  Forfeitures apply to pay on and after the date the sentence is approved by the convening authority, unless the convening authority suspends or remits the forfeiture
.  This means that the effective date of the forfeiture is the date in which the punishment is imposed.  Unless a total forfeiture of pay and allowances is adjudged, the pay subject to forfeitures includes: 

· Basic Pay

· Career Sea Pay

· Hardship Duty Pay

Because forfeitures are a loss of entitlement, forfeitures withheld from pay are not taxed When computing forfeitures, use the 30 day month rule.  If a sentence includes a reduction in grade in addition to a forfeiture, compute the amount based on the new rate of pay.

EXAMPLE: LCPL Jackson was awarded a forfeiture of $100.00 for 2 months totaling $200.00.  The effective date of the forfeiture is 200*0117.  To determine the amount withheld:

Step 1 – Identify the given information.

Rate = $100.00

Total forfeiture = 2 months 

(2 months x 30 days/month = 60 days)

Effective date = 200*0117

Step 2 – Identify the Unknown

  January, February, and March?

Step 3 – Solve for the Unknown

January

How many chargeable days in January?

(30 -17) +1 = 14 days


Find daily rate?

$100 ÷ 30 = $3.3333…

Multiply rate by the number of chargeable days:

($100 ÷ 30) x 14 = 46.66666…

 = $46.67
February

How many chargeable days remaining?

(60 -14) = 46 days

How many chargeable days in February?

30 days

= $100.00

March

How many chargeable days remaining?

(46 -30) = 16 days

How many chargeable days in March?

16 days


Find daily rate?

$100 ÷ 30 = $3.3333…

Multiply rate by the number of chargeable days:

($100 ÷ 30) x 16 = 53.33333…

= $53.33
Court-Martial Forfeitures

Only general court-martial sentences may stipulate a forfeiture of all pay and allowances.  The maximum forfeiture that can be imposed by a special court-martial is two-thirds of the member’s pay
.

Non-judicial Punishment Forfeitures

Authorized commanders may impose non-judicial punishment for minor offenses without resorting to courts-martial
.  One such punishment is a forfeiture of pay.  The maximum allowable forfeiture of pay is dictated by the Manual for Courts-Martial. 

Concurrent Forfeitures

If two court-martial forfeitures are imposed at the same time, they are said to be concurrent.  Concurrent forfeitures can include multiple court-martial forfeitures or mixed court-martial and non-judicial punishment forfeitures.  When forfeitures run concurrently and the maximum penalty for each is two-thirds of the member’s pay, then the maximum amount that can be withheld is two-thirds of the member’s pay.  Following the concurrent period, pay is forfeited under the remaining sentence at the rate specified in the sentence for the time remaining in that sentence.

For Navy and Marine Corps, multiple non-judicial punishments do not run concurrently.

Collection of Forfeitures

Forfeitures are not withheld during periods in which a member is in a non-pay status.  If/when a member is restored to duty following a non-pay status, the forfeiture will resume.  

Forfeitures take precedence over _________________ and all debts
.  If a forfeiture of pay causes a member to be in an over-allotted status, the member must reduce the amount of voluntary allotments—or they will be cancelled--until the sentence is complete.

Suspension And Cancellation Of Forfeitures 

Upon death or _____________, forfeitures of pay will terminate on the date of separation, cancelling any remaining portion.  If the sentence is under suspension, the forfeiture will be considered completely remitted.  

When a suspension of a forfeiture is vacated, i.e. the forfeiture is resumed, the un-collected forfeiture is revived and proper for collection, effective the date of the vacation of the suspension.

Example 3

PFC Cantgetright was awarded a forfeiture of $250.00 a month for 2 months effective 200*0103.  On 200*0218 the PFC was discharged.  To determine the amount withheld:
Step 1 – Identify the given information.

Rate = $250.00

Total forfeiture = 2 months 

(2 months x 30 days/month = 60 days)

Effective date = 200*0103

Discharge date = 200*0218

Step 2 – Identify the Unknown

  January and February?

Step 3 – Solve for the Unknown

January

How many chargeable days in January?

(30 -3) +1 = 28 days


Find daily rate?

$250 ÷ 30 = $8.3333…

Multiply rate by the number of chargeable days:

($250 ÷ 30) x 28 = 233.33333…

 = $233.33
February

How many chargeable days remaining?

(60 -28) = 32 days

How many chargeable days in February?

(18 -1) +1 = 18 days

Find daily rate?

$250 ÷ 30 = $8.3333…

Multiply rate by the number of chargeable days:

($250 ÷ 30) x 18 = 150.00

 = $150.00
The remainder of the forfeiture is canceled due to discharge.


2.Servicemember's Group Life Insurance (SGLI)
 

Effective September 1, 2005, the SGLI program automatically insures eligible members against death in the amount of $400,000 when the member is performing active duty or active duty for training for an ordered period of more than 30 days, or while on full-time duty as a cadet or midshipman at a Service Academy.  Although members are automatically covered for $400,000.00, coverage elections may be changed at _______________.  Those who do not desire full coverage may make an election 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.  Deduct the full monthly premium for any month in which a member is covered for at least 1 day.  

SGLI Rates

	Coverage
	Monthly Rate

	$400,000.00
	$26.00

	$350,000.00
	$22.75

	$300,000.00
	$19.50

	$250,000.00
	$16.25

	$200,000.00
	$13.00

	$150,000.00
	$9.75

	$100,000.00
	$6.50

	$50,000.00
	$3.25


Family Coverage Under SGLI (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).

FSGLI Rates:

	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


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

3. DEPENDENT Dental Plan (DDP)
          


The Tricare Dental Program is a voluntary dental plan available to family members of all Active Duty Uniformed Service personnel and to Selected Reserve and Individual Ready Reserve (IRR) members and/or their families.  There are two monthly rates of deduction for this coverage: single dependent coverage and family coverage
.  

	Coverage
	Monthly deduction

	1 Dependent
	$12.69

	Family
	$31.72


Dental Plan deductions are not prorated.  In most cases, coverage is effective the first day of the month after the month in which a sponsor enrolls and 1 month’s premium payment is received. Dental Plan enrollment forms must be received by United Concordia by the 20th of the month for coverage to begin on the first day of the next month. For applications received after the 20th of the month, coverage may not become effective until the first day of the second month.

New enrollees must remain enrolled in the Tricare Dental Plan for a minimum of 12 months. Anyone who disenrolls prior to completing his or her 12 months “lock-in” is responsible for payment of all remaining premiums, unless disenrolling for a valid reason.


4. ARMED Forces Retirement Home (AFRH)
           

Congress established a home for destitute Navy officers, sailors and Marines in Philadelphia during the War of 1812.  Forty years later, Congress established an “asylum” for old and disabled soldiers in Washington, D.C. The U.S. Naval Home eventually moved from Philadelphia to Gulfport, Mississippi and the U.S. Soldiers and Airmen’s Home stayed in Washington.  For many years, they operated separately. Congress passed a law combining the two facilities into the AFRH 15 years ago.  Today, the AFRH provides an affordable, comfortable, beautiful home for America’s heroes. The two campuses are designated by law to provide retirement services and amenities to former enlisted and Warrant Officers who meet the eligibility requirements.  Veterans are eligible to become AFRH residents if their active duty service in the military was at least 50 percent enlisted, warrant officer or limited duty officer and they are:

· Veterans with 20 or more years of active duty service and are at least 60 years old, or

· Veterans unable to earn a livelihood due to a service-connected disability, or

· Veterans unable to earn a livelihood due to injuries, disease, or disability, and who served in a war theater or received hostile fire pay, or

· Female veterans who served prior to 1948.

An automatic deduction of ___________ is withheld from all enlisted members, warrant officers, and limited duty officers in the regular Marine Corps.  This deduction is not prorated.

5. THRIFT SAVING PLAN (TSP)
TSP is a Government-sponsored retirement savings and investment plan. Congress established the plan as part of the Federal Employees' Retirement System Act. Participation in the plan for military members was allowed by the National Defense Authorization Act for Fiscal Year 2000 as amended by the National Defense Authorization Act for Fiscal Year 2001 and was effective October 9, 2001. The plan offers tax deferral advantages similar to those offered by private corporations to their employees under 401(k) plans. The Federal Retirement Thrift Investment Board (Board), which operates the plan solely for the benefit of the participants and their beneficiaries, administers the plan. The Agency Technical Services (ATS) staff processes TSP data submissions from the submitting payroll offices. The Board issues TSP regulations via 5 Code of Federal Regulations (CFR), part 1600 and bulletins providing necessary guidance relating to TSP operations.
Contribution Limitations During the initial start up of the program, contribution limitations applied. The maximum amount a member could contribute by year through 2005 is listed below. Effective 2006, a member is authorized to contribute from 1 to 100 percent of their basic pay. If a member elects to contribute from basic pay, then he/she are also authorized to contribute incentive or special pay (including bonus pay). 
Pay Period in Year     Maximum Percentage Allowable     Maximum Dollar Amount 
2002                                 7                                                                   $11,000 

2003                                 8                                                                   $12,000 

2004                                 9                                                                   $13,000 

2005                                10                                                                  $14,000 

2006                                and after 100                                               $15,000
Example 8
Compute TSP for a Sergeant (> 4) with no special or incentive pay who has elected 7% of basic pay for TSP.  


Basic Pay:
$2,414.40

TSP:                7%
Step 1 – Determine the elected percentage of TSP.

TSP percentage = 7% of Basic pay
Step 2 – Compute TSP percentage.

$2,414.40 x 7% = $169.01
Step 3 – Compute taxable income.

$2,414.40 - $169.01 = $2,245.39
$2,245.39 is taxable
$169.01 (Non-taxable) is total elected to TSP 

Example 9
Compute TSP for a Gunnery Sergeant (> 14) with incentive pay who has elected 6% of basic pay and 5% of incentive.  


Basic Pay:
$3,859.50

TSP:                6%
    Hazardous duty:     $225.00

    TSP:                5%

Steps 1 – Determine the elected percentage of TSP.

TSP percentage = 6% of Basic pay and 5% of Hazardous duty pay
Step 2 – Compute TSP percentage.

$3,859.50 x 6% = $231.57

$225.00 x 5% = $11.25
Step 3 – Compute taxable income.

$3,859.50 - $242.82 = $3,616.68
$3,616.68 is taxable

$242.82 (non-taxable) is total elected to TSP.  


6. ITEMS Subject To Withholding Of Federal And State Income Tax
Taxable portions of military compensation include ___________, special pays, incentive pays, SGLI reimbursements and one time payments such as lump sum leave
.  Monthly payments are taxed at the applicable federal tax rate as outlined in appendix D of the Automated Pay Systems Manual (APSM).  One-time payments are taxed at the applicable flat tax rate as prescribed by appendix D of the APSM.  

Pay that is forfeited by courts-martial sentence or NJP is a loss of entitlement and is not subject to federal/state income tax.  Similarly, contributions to the Montgomery G.I. Bill (MGIB) also reduce taxable wages.  

If a member is participating in the Thrift Savings Plan (TSP), monthly taxable wages are deferred by the contribution amount, not to exceed $16,500 for 2009
.   Tax deferment allows for a reduction of current taxable wages.


7.Combat Zone Tax Exclusion  

Effective March 21, 1996, all of the compensation of an enlisted member or warrant officer is qualified for Combat Zone Tax Exclusion (CZTE) if the member performs active duty in a qualified hazardous duty area.  Serving any portion of a month in a qualified hazardous duty area qualifies the entire month’s compensation for CZTE.

For commissioned officers, CZTE is capped at the monthly basic pay for the senior enlisted member plus hostile fire /imminent danger pay; E9S pay is $7,386.30
 per month, Hostile Fire Pay is $225 per month
.


8.Federal Taxes
Federal Income Tax Withholding (FITW) is computed using the tax formula in appendix _______ of the APSM.  Federal income taxes are withheld monthly unless a member is exempt for some reason such as assignment to a CZTE area. 

FITW = Annualized taxable wages minus the standard deduction applied to the appropriate formula on the chart, divided by 12

Annualized taxable wages = monthly taxable wages x 12.

Deduction = federal exemptions x $3,650.00

Example 4

Compute FITW for a sergeant (> 6) with no special or incentive pay claiming M-03 for federal exemptions.


Basic Pay:
$2,583.90

Federal exemptions :
M-02 (BLK 34)

Step 1 – Determine the taxable wages.

Basic Pay = $2,583.90
Step 2 – Compute annualized taxable wages.

$2,583.90 x 12 = $31,006.80
Step 3 – Identify the federal tax exemption (block 34).

M-02

Step 4 – Compute the standard deduction.

2 x $3,650.00 = $7,300.00

Step 5 – Subtract the standard deduction from the annualized wages.

$31,006.80 - $7,300.00 = $23,706.80
Step 6 – Locate appropriate tax rate from the tax table (Appendix D, APSM)

	If taxable income (less deduction) is:
	The amount of income tax to be withheld is:
	of excess over

	Over
	But not over
	
	

	$13,750.00
	$24,500.00
	$0.00 + 10%
	$13,750.00


Step 7 – Compute annual taxes by reading the chart from right to left.

Step 7a – Subtract “of excess over” amount from income.

$23,706.80 - $13,750.00 = $9,956.80

Step 7b - Multiply resultant from 7a above by percentage on chart.

$9,956.80  x 10% = $995.68
Step 7c - Add the remaining amount (to the left of the percentage) to the answer from 7b.

$995.68 + $0.00 = $995.68
Step 8 - Divide the annual taxes (Step 7) by 12 to arrive at the monthly tax amount. 

$995.68 ÷ 12 = 82.973333…

= $82.97
Example 5

Compute FITW for a lieutenant colonel (> 18) with no special or incentive pay claiming S-06 for federal exemptions.


Basic Pay:
$7,748.10


Federal exemptions :
S-06 (BLK 34)

Step 1 – Determine the taxable wages.

Basic Pay = $7,748.10
Step 2 – Compute annualized taxable wages.

$7,748.10 x 12 = $92,977.20
Step 3 – Identify the federal tax exemption (block 34).

S-06

Step 4 – Compute the standard deduction.

6 x $3,650.00 = $21,900.00

Step 5 – Subtract the standard deduction from the annualized wages.

$92,977.20 - $21,900.00 = $71,077.20

Step 6 – Locate appropriate tax rate from the tax table (Appendix D, APSM)

	If taxable income (less deduction) is:
	The amount of income tax to be withheld is:
	of excess over

	Over
	But not over
	
	

	$67,700.00
	$84,450.00
	$12,193.75 + 27%
	$67,700.00


Step 7 – Compute annual taxes by reading the chart from right to left.

Step 7a – Subtract “of excess over” amount from income.

$71,077.20 - $67,700.00 = $3,377.20

Step 7b - Multiply resultant from 7a above by percentage on chart.

$3,377.20 x 27% = $911.84
Step 7c - Add the remaining amount (to the left of the percentage) to the answer from 7b.

$911.84 + $12,193.75 = $13,105.59
Step 8 - Divide the annual taxes (Step 7) by 12 to arrive at the monthly tax amount. 

$13,105.59 ÷ 12 = 1092.1328
= $1,092.13
FITW Year-To-Date (YTD) Totals

Block 34 of 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.


9.State Taxes
For tax purposes, the State a member claims for legal residency is the only State that may tax military compensation.  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.

Military compensation that is subject to federal taxation is also subject to State Income Tax Withholding (SITW).  SITW will be automatically withheld for those States that have entered into an agreement with the Secretary of the Treasury.

State taxes are computed using tax formulas unique to each State.  The tax formulas, when updated, are published on a Pay and Allowance Advisory Notice (PAAN), which are located at the Manpower Information Systems Support Activity(MISSA)website, https://www.missa.manpower.usmc.mil.

To compute the SITW, first read the pertinent PAAN in its entirety.  The formula for the computation will be listed at the bottom.  Be sure to follow any special rules, for example some states stipulate that the SITW be rounded to the nearest dollar.

SITW Year-To-Date (YTD) Totals

Block 33 of the LES contains several key data about wages and SITW:

· Exemptions

· Wages this period

· Wages YTD

· State Taxes YTD

State exemptions, which do not necessarily correspond to the member’s dependents, are selected by the member.  This data is used in conjunction with the tax charts on the pertinent PAAN to determine the member’s SITW. 

Wages this period reflects the total wages subject to SITW 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.  The amount is equivalent to federal wages this period.

Wages YTD reflects the total of wages subject to SITW 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, State taxes YTD reflects the sum of all State taxes withheld during the calendar year through the current month. 

The YTD totals for SITW are reset at the beginning of each calendar year and any time the State of legal residency changes.


10.Federal Insurance Contributions Act (FICA)
 

The FICA taxes are composed of the _________________ Tax and the _______________ tax.  All members appointed to, enlisted in, or inducted into any service are subject to FICA taxes.

FICA taxable wages are comprised of basic pay less any forfeiture or initial MGIB contribution.  CZTE does not apply to FICA taxes.

FICA taxes are computed individually at a rate of 6.2% annually for Social Security and 1.45% annually for Medicare. The FICA taxes are computed on a year-to-date basis, which means, for example, that the YTD Social Security taxes are exactly 6.2% of the YTD Social Security wages.

Social Security Wages YTD = 

(Prior month’s SSec Wages YTD) + (SSec Wages this period)

Medicare Wages YTD = 

(Prior month’s Med Wages YTD) + (Med Wages this period)

Social Security Tax YTD = 

(SSec Wages YTD x 6.2%)

Medicare Tax TYD = 

(Med Wages YTD x 1.45%) 

Social Security tax = 

(SSec Tax YTD) – (Prior month’s SSec Taxes YTD)

Medicare tax = 

(Med Tax YTD) – (Prior month’s Med Taxes YTD)

Example 6

Compute the Social Security taxes for the months of January and February for a Lance Corporal (>2) with no forfeitures or MGIB contributions.


Basic Pay:
$1,813.20

January

Step 1 – Determine the YTD taxable wages by adding the YTD wages of the prior month to the current month’s wages.

$0.00 + $1,753.50

Step 2 – Compute the YTD Social Security taxes for January.

$1,813.20 x 6.2% = 112.4184
= $112.41
Step 3 – Compute the January Social Security tax by subtracting the prior month’s SSec Tax YTD from the current month’s SSec Tax YTD.

$108.72 - $0.00 = $108.72

February

Step 1 – Determine the YTD taxable wages.

$1,813.20 + $1,813.20 = $3,626.40

Step 2 – Compute the YTD Social Security taxes for February.

$3,626.40 x 6.2% = 224.8368
= $224.84
Step 3 – Compute the February Social Security tax.

$224.84 - $112.41 = $112.43
FICA Year-To-Date (YTD) Totals

Block 35 of the LES contains several key data about wages and FICA:

· SSec Wages this period

· SSec Wages YTD

· SSec Taxes YTD

· Med Wages this period

· Med Wages YTD

· Med Taxes YTD

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

Wages YTD reflects the total of wages subject to Social Security and Medicare 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, Medicare and Social Security taxes YTD reflect the sum of all FICA taxes withheld during the calendar year through the current month. 

The YTD totals for FICA are reset at the beginning of each calendar year. 

Social Security is only taxed on the first $106,800.00 in wages for a cap of $6,621.60, which equals ($106,800.00 x 6.2%).  Medicare has no similar maximum. 


11.Delayed Checkage Process  

If a member is indebted to the government, notification must be made before any amount is withheld from the member’s pay.   The delayed checkage process provides this notification by identifying the debt and notifying the member about the pending ______________.  The checkage is said to be delayed, because the effective date of the checkage is delayed—or suspended—for approximately one month from notification.


EXAMPLE:
When the system does not generate a liquidation schedule, this message appears on the LES:

"A $      .   CHECKAGE ED YYYYMMDD FOR              HAS BEEN SUSPENDED.  IT WILL BE DEDUCTED FROM YOUR YYYYMMDD PAYDAY.  LIQUIDATION SCHEDULES ARE NOT AUTOMATICALLY ESTABLISHED"

When the system generates a liquidation schedule (906 remark), this message appears on the LES:

"A LIQ OF INDEBT HAS BEEN GENERATED FOR THE $      .   SUSPENDED CHECKAGE ED YYYYMMDD.  THE 1ST MONTHLY DEDUCTION OF $      .__ WILL BEGIN ON YOUR 15 PAYDAY UNLESS AN ALTERNATE LIQUIDATION SCHEDULE IS ESTABLISHED BY YYYYMMDD."

If a debt exceeds one-third (1∕3) of a member’s net disposable pay, an automatic liquidation schedule is generated, allowing the member to repay the debt in monthly installments.  The installment is computed at one-sixth (1∕6)
of the member’s net disposable pay.

Net Disposable Pay = (Basic pay + any special incentive pays) – (FICA, FITW, SITW, DDP, SGLI, FSGLI, TSGLI, and TSP)

Automatic Installment = 1∕6 (Net Disposable Pay)

All suspended checkages will be collected on the mid-month payday following the delay period. Several special conditions apply to the delayed checkage process.

· Debts must be greater than $50.00.

· For automatic liquidation schedules, the member must repay the debt prior to discharge.

· Installment amounts will not be less than $100.00.

· Multiple delayed checkages will be processed consecutively, first-in-first-out.

If the automatic installment amount creates a financial hardship for the Marine, commanders may request alternate liquidation schedules by submitting a Miscellaneous Military Pay Order/Special Payment Authorization (NAVMC 11116) to disbursing.  

12.Liquidation Of Indebtedness       


A Liquidation of Indebtedness allows a Marine to repay a debt over ___________ pay periods rather than through a one time checkage.  To establish a liquidation of indebtedness for an existing debt, report the TTC 559 entry.  

If establishing an alternate liquidation schedule due to delayed checkage, first report the stop delayed checkage liquidation (TTC 532) entry.  This will build a one-time checkage for the remainder of the indebtedness amount to be liquidated as of the last U&E date.  Then report the check liquidation of indebtedness (TTC 559) entry, containing the amount of indebtedness, and the revised monthly deduction rate.

TTC/SEQ 532/000
STOP|DEL CKG LIQ-$   (1) .   /    (2)   |   (3)__

(1) Original amount of the checkage.

(2) Eight-digit effective date of the original transaction             that reported the delayed checkage.

(3) Eight-digit date of termination (Use the date that you report the transaction.  Do not use a future date.)

TTC/SEQ  559/000
CHEK|LIQ OF INDEBT-$   (1) .   ($  (2)  .  ) /  (3)  |    (4)__

(1) Monetary amount of indebtedness.

(2) Monthly amount of deduction.

(3) Tax code of indebtedness (see appendix E APSM)

(4) Eight-digit date finance officer establishes liquidation schedule.

Ensure both TTC 532 and TTC 559 process and post after the mid-month Update & Extract (U&E).  Otherwise the MMPA will not be in balance and another overpayment could result.

To determine the monthly deduction amount, use the ______________ of the requested monthly payback, 1∕10(Net Disposable Pay), or $100.

Net Disposable Pay = (Basic pay + any special incentive pays) – (FICA, FITW, SITW, DDP, SGLI, FSGLI, TSGLI, and TSP)

Example 7

A PFC is indebted to the government for $600.00.  The automatic liquidation schedule would cause severe financial hardship, so the commanding officer is requesting an eight month payback.  Determine the appropriate amount to use for the monthly deduction.


Basic Pay:

$1,622.10

FITW:

$150.36


SITW:
$0.00


FICA:
$109.20


DDP:
$12.12


SGLI:
$26.00

Requested monthly payback

Step 1 – Identify the total amount of the debt.

$600.00

Step 2 – Compute the monthly payback amount.

$600.00 ÷ 8 = $75.00

= $75.00

1∕10(Net Disposable Pay)

Step 1 – Compute the Net Disposable Pay.

$1,622.10 – ($150.36 + $109.20 + $12.12 + $26.00)

= $1,324.42
Step 2 – Find 1∕10 of the Net Disposable Pay

$1,324.42 ÷ 10 = $132.44
= $132.44
Requested monthly payback = 
$75.00
1∕10(Net Disposable Pay) = 
$132.44

$100.00

The monthly deduction amount will be $132.44 because it is the greater of the requested monthly payback, 1∕10(Net Disposable Pay), or $100.
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� DoDFMR, Volume 7A, Chapter 48, Paragraph 480101.B


� DoDFMR, Volume 7A, Chapter 48


� Article 15, Uniform Code of Military Justice (UCMJ), 10 United States Code (U.S.C.) 815


� DoDFMR, Volume 7A, Chapter 52


� DoDFMR, Volume 7A, Chapter 47


� DodFMR, Volume 7A, Chapter 54


� http://www.tricaredentalprogram.com/tdptws/enrollees/premiums/activeduty_premiums.jsp


� DoDFMR, Volume 7A, Chapter 46


� DoDFMR, Volume 7A, Chapter 44, Table 44-1


� http://www.irs.gov/retirement/article/0,,id=96461,00.html


� DodFMR, Volume 7A, Chapter 1, Table 1-10


� DodFMR, Volume 7A, Chapter 10, Paragraph 100102
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