
MEMORANDUM
TO:	Valued Employees

FROM:	

DATE:	April 30, 2010

SUBJECT:	Spouse Life Imputed Income


Imputed income for spousal life insurance should be calculated per Internal Revenue Code Section 79.   As a result of our most recent compliance review, it was determined that this calculation was not made for employees with spouse life coverage.  

Therefore, imputed income will be determined consistent with current tax laws for employees enrolled in spouse life coverage and will be reflected in your paycheck.  This change is being made in conjunction with the implementation of the new flexible benefits administration system with the State Personnel Administration (SPA).  No year-to-date adjustments for prior payroll periods are expected.  Additionally, this imputed income does not affect pensionable earnings.

Impact on Payroll and W-2 
There is a small or no impact to your net paycheck.  

Imputed income for spouse life insurance is subject to federal and state income tax and FICA, but not subject to federal or state unemployment tax.  You will see this calculation on your next appropriate payroll check, if impacted.  Also, on your annual W-2 Statement, this will be reflected and included in the imputed income amount for employee life. 

Reference Information on Imputed Income

FAQs About Imputed Income
Frequently asked questions (FAQs) are available on the SPA website which will provide additional information regarding the imputed income calculation.

Imputed Income for Group Term Life  and Dependent Life Insurance - Section 79 IRC 
More information regarding Section 79 of the Internal Revenue Code which governs group term life insurance plans and imputed income can be found on the Internal Revenue Service website.  Additional information regarding imputed income for dependent life insurance can be found in Notice 89-110. The Internal Revenue Service website address is www.irs.gov.

If you have questions regarding spouse life imputed income, you can contact your HR office at XXX-XXX-XXXX.

