[bookmark: _GoBack]Instructions for Injury Pay – FINAL – rev 06/2018.  New Rules for use starting in 2018:

This instruction manual will start out with a basic explanation of tax year.
Tax year for all individuals starts on January 1 and ends on December 31.  Tax year focuses on which year an employee receives pay (PAYDAY).  Tax year and calendar year are synonymous.  If an employee receives pay during a calendar year, it is taxed in that calendar year.  
For example, when an employee receives his/her paycheck on January 5, 2018, it becomes 2018 income on his/her 2018 W-2, even if the time worked was in 2017.  It becomes taxable in the year it was received.
However, when income is reclassed from taxable to non-taxable income or vice versa, the Social Security Administration must be notified that this reclass occurred.  This notification is done on IRS form W-2C (Corrected W-2).  Pay Admin does W-2C’s as soon as administratively practicable.  Prior year income due to injury pay reclasses will not be taxed in the current year.  It is up to the employee to file amended returns. 
This manual is organized in the following order:
POL (police) prior year adjustments – page 1
GEN (general city) prior year adjustments – page 3
GEN and POL current year entries and adjustments – page 5
FIR (fire) prior year adjustments – page 7
FIR current year entries and adjustments
_________________________________________________________________________________________________ All prior year adjustments for POL Injury pay will use the following prior year earn codes – these will be for entries effective dated 12/16/2017 and before.
Q41 – Vacation for Prior Year Injury (police only)*
Q43 – Sick for Prior Year Injury
Q45 – Holiday for Prior Year Injury (police only)*
Q54 – Transitional Vacation Account for Prior Year Injury
Q62 – Sick Leave Control Incentive Program for Prior Year Injury*
Q66 - Compensatory time for Prior Year Injury
Q69 – Miscellaneous time for Prior Year Injury*
Q77 – Working time for Prior Year Injury**
Q80 – 80% prior year injury

*will not affect TOA or other earnings balances in this category
Without asterisk will affect TOA balances

**will affect FLSA calculations

None affects current PP TOA accruals

None is taxable, but all will be reflected on the W-2C (corrected W-2) in box 1, 3, 5 and 14.

All are hours’ adjustments; none requires a separate TOA adjustment

All are pensionable at 100%

_____________________________________________________________________________________
If there is a need to adjust prior year injury dollars only (i.e. employee got a retro promotion, reclass, etc.) – this code will also be for effective dates 12/16/2017 and before.

DQ8 – 80% Prior Year Injury

Not taxable

Dollars adjustment

Pensionable at 100%
_____________________________________________________________________________________
An example:

Jill Smith, POL employee, received a letter from TPA, saying that 150 hours of sick time may be reclassed to injury pay.  June 4, 2017-July 1, 2017.  The employee understands that the difference between the sick leave and injury pay will need to be paid back.  The employee made $3,000 biweekly at that time.  80% of $3,000 biweekly is $2,400 or a $600 difference.  She understands the difference in pay and she requests that this be done 80 hours at a time.  

	The first pay period of adjustments are:

	Event dates
	Earn Code
	Hours
	Description

	6/17/2017
	Q43
	        (80.0)
	Letter from TPA says 150 hours shall be reclassed from sick to injury.  Tix 1/2.  Adjustment will continue for 1 more PP.

	6/17/2017
	Q80
	          80.0 
	Letter from TPA says 150 hours shall be reclassed from sick to injury.  Tix 2/2.  Adjustment will continue for 1 more PP.

	
The second pay period of adjustments are:

	Event dates
	Earn Code
	Hours
	Description

	7/1/2017
	Q43
	        (70.0)
	Letter from TPA says 150 hours shall be reclassed from sick to injury.  Tix 1/2.  Adjustment Complete.

	7/1/2017
	Q80
	          70.0 
	Letter from TPA says 150 hours shall be reclassed from sick to injury.  Tix 2/2.  Adjustment Complete.



No other adjustment needs to happen because earn code Q43 will adjust the sick time balance and earn code Q80 will adjust the injury leave balance on the TOA.  There is no tax effect for this year; however, employee will receive a W-2C (corrected W-2) for 2017 as soon as administratively possible.  It will be the employee’s responsibility to talk to a tax professional about filing a 1040X (or whichever form the tax professional deems necessary).




_____________________________________________________________________________________
All prior year adjustments for GEN Injury pay will use the following prior year earn codes – these will be for effective date 12/16/2017 and before.
Q42 – Vacation for Prior Year Injury
Q43 – Sick for Prior Year Injury
Q54 – Transitional Vacation Account for Prior Year Injury
Q62 – Sick Leave Control Incentive Program for Prior Year Injury*
Q66 - Compensatory time for Prior Year Injury
Q69 – Miscellaneous time for Prior Year Injury*
Q77 – Working time for Prior Year Injury**
Q60 – 66 2/3% prior year injury


*will not affect TOA or other earnings balances in this category
Without asterisk will affect TOA balances

**will affect FLSA calculations (if working time is involved, please watch event date – you may have to do it weekly)

None affects current PP TOA accruals

None is taxable, but all will be reflected on the W-2C (corrected W-2) in box 1, 3, 5 and 14.

All are hours’ adjustments; none requires a separate TOA adjustment

All are pensionable at 100%
_____________________________________________________________________________________
If there is a need to adjust prior year injury dollars only (i.e. employee got a retro promotion, reclass, etc.) – this will be for effective dates 12/16/2017 and before.

DQ6 – 66 2/3% Prior Year Injury 

This is not taxable

Dollar’s adjustment

Pensionable at 100%
_____________________________________________________________________________________


Example:
Joe Schmoe, GEN employee, received a letter in 2018 saying that time carried as injury pay needs to be adjusted to sick pay.  He was carried as 480 hours of injury pay for February 14, 2016-May 7, 2016.  There was no working time involved.  Employee has enough sick time on the books to do this adjustment all at once.  
	Event dates
	Earn Code
	Hours
	Description

	2/27/2016
	Q43
	          80.0 
	Letter from TPA says 480 hours shall be reclassed from injury to sick.  Tix 1/12.  Adjustment Complete.

	2/27/2016
	Q60
	        (80.0)
	Letter from TPA says 480 hours shall be reclassed from injury to sick.  Tix 2/12.  Adjustment Complete.

	3/12/2016
	Q43
	          80.0 
	Letter from TPA says 480 hours shall be reclassed from injury to sick.  Tix 3/12.  Adjustment Complete.

	3/12/2016
	Q60
	        (80.0)
	Letter from TPA says 480 hours shall be reclassed from injury to sick.  Tix 4/12.  Adjustment Complete.

	3/26/2016
	Q43
	          80.0 
	Letter from TPA says 480 hours shall be reclassed from injury to sick.  Tix 5/12.  Adjustment Complete.

	3/26/2016
	Q60
	        (80.0)
	Letter from TPA says 480 hours shall be reclassed from injury to sick.  Tix 6/12.  Adjustment Complete.

	4/9/2016
	Q43
	          80.0 
	Letter from TPA says 480 hours shall be reclassed from injury to sick.  Tix 7/12.  Adjustment Complete.

	4/9/2016
	Q60
	        (80.0)
	Letter from TPA says 480 hours shall be reclassed from injury to sick.  Tix 8/12.  Adjustment Complete.

	4/23/2016
	Q43
	          80.0 
	Letter from TPA says 480 hours shall be reclassed from injury to sick.  Tix 9/12.  Adjustment Complete.

	4/23/2016
	Q60
	        (80.0)
	Letter from TPA says 480 hours shall be reclassed from injury to sick.  Tix 10/12.  Adjustment Complete.

	5/7/2016
	Q43
	          80.0 
	Letter from TPA says 480 hours shall be reclassed from injury to sick.  Tix 11/12.  Adjustment Complete.

	5/7/2016
	Q60
	        (80.0)
	Letter from TPA says 480 hours shall be reclassed from injury to sick.  Tix 12/12.  Adjustment Complete.



No other adjustment needs to happen because earn code Q43 will adjust the sick time balance and earn code Q60 will adjust the injury leave balance on the TOA.  There is no tax effect for the year this adjustment was prepared, however employee will receive a W-2C (corrected W-2) for 2016 as soon as administratively possible.  Just like before, it will be the employee’s responsibility to talk to a tax professional about filing a corrected tax return and paying any tax due (i.e. 1040X or whichever form the tax professional deems necessary).








The following codes may be used for GEN, POL in the current tax year (2018 tax year are event dates 12/17/2017-12/15/2018) for GEN and POL:

688 – 66 2/3% Current Year Injury Pay (GEN)
844 – 80% Current Year Injury Pay (POL)

Affect TOA balances for injury

Included in hours for current PP TOA accruals

Neither is taxable

These are the only two earn codes that may be used on the timecard.  They may also be used when adjusting in the current tax year.  They are hours earn codes and may be found on the hour’s tab in Citytime Adjustments.

Both are pensionable at 100%

Both will appear in box 14 on the current year W-2 _______________________________________________________________________________________________

The following earn codes are used to adjust current tax year injury dollars only (i.e. employee got a retro promotion, reclass, etc.).  

690 – 66 2/3% Current Year Injury Pay Dollars (GEN)
845 – 80% current Year Injury Pay Dollars (POL)

None is taxable

Both are pensionable at 100%

Both will appear in box 14 on the current year W-2

_______________________________________________________________________________________________

Example:
Wolters Kluwer, a GEN employee, was carried as 160 hours of sick leave and 80 hours of vacation earlier this current tax year (total 240).  He was carried as sick/vacation leave 12/18/2017 through 01/26/2018, all paid in tax year 2018.  It is now November 19, 2018.  TPA authorized the adjustment of this time from sick/vacation to injury.  Mr. Kluwer makes $2,000 biweekly.  66.67% of this is $1,333.40, a difference of $666.60.  He understands the difference in pay and he requests that this be done 80 hours at a time.  You review the calendar and notice that two of these 80-hour adjustment entries may be current tax year, but the last set will have to be done using prior year entries.

	The first pay period of adjustments are (done in PP24, 18):

	Event dates
	Earn Code
	Hours
	Description

	12/30/2017
	043
	        (80.0)
	Letter from TPA says 160 hours shall be reclassed from sick to injury and 80 hours from vacation to injury pay.  Tix 1/2.  Adjustment will continue for 2 more PP.

	12/30/2017
	688
	          80.0 
	Letter from TPA says 160 hours shall be reclassed from sick to injury and 80 hours from vacation to injury pay.  Tix 2/2.  Adjustment will continue for 2 more PP.

	The second pay period of adjustments are (done in PP25 of 2018):

	Event dates
	Earn Code
	Hours
	Description

	1/13/2018
	043
	        (80.0)
	Letter from TPA says 160 hours shall be reclassed from sick to injury and 80 hours from vacation to injury pay. Tix 1/2.  Adjustment will continue for 1 more PP.

	1/13/2018
	688
	          80.0 
	Letter from TPA says 160 hours shall be reclassed from sick to injury and 80 hours from vacation to injury pay. Tix 2/2.  Adjustment will continue for 1 more PP.

	The third pay period of adjustments are (done in PP26 of 2018 – paid 01/10/2019):

	Event dates
	Earn Code
	Hours
	Description

	1/27/2018
	Q42
	        (80.0)
	Letter from TPA says 160 hours shall be reclassed from sick to injury and 80 hours from vacation to injury pay. Tix 1/2.  Adjustment Complete.

	1/27/2018
	Q60
	          80.0 
	Letter from TPA says 160 hours shall be reclassed from sick to injury and 80 hours from vacation to injury pay. Tix 2/2.  Adjustment Complete.


Notice that two of the adjustments have current year earn codes and the last adjustment has prior year earn codes.  Reviewing your 2018 calendar shows Nov 19, 2018 getting to the end of the current tax year. Your adjustment prepared in PP24 would be paid on December 13, 2018 and your adjustment prepared in PP25 would be paid on December 27, 2018, the last pay period in this tax year.  The adjustment prepared in PP26 needs to follow the prior injury rules because PP26 is paid on January 10, 2019, a new tax year.  Not entirely dissimilar to the way we do things now, except that all adjustments in current and prior year are hours.  No other adjustments are necessary as earn codes 043, 688, Q42 and Q60 affect TOA balances for sick, injury, vacation, and injury, respectively.  043 is taxable, so please be cognizant of that, however know that a negative in 043 refunds taxes in the current year and makes reclassing this time less burdensome to the employee.  Remember that all prior year codes, in this case, Q42 and Q60 are tax free and there is no tax effect for 2019 income, however employee will receive a W-2C (corrected W-2) for 2018 as soon as administratively possible.  It will be the employee’s responsibility to talk to a tax professional about filing a 1040X (or whichever form the tax professional deems necessary).













All prior year adjustments for FIR injury pay will use the following earn codes – these codes will be for effective date 12/16/2017 and before.

DQS – Prior Year Sick Pay Adjustment for Prior Year Injury Pay*
DQR – Prior Year Regular Pay Adjustment for Prior Year Injury Pay*
DQ8 – 80% Prior Year Injury Pay*

DQR would encompass all other regular pay like vacation, holiday, comp, and working

*will not affect TOA or other earnings balances in this category.  Separate TOA adjustments are needed to affect TOA balances

None affects PP TOA accruals

None is taxable, but all will be reflected on the W-2C (corrected W-2) in box 1, 3, 5 and 14.

All are dollars’ adjustments

All are 100% pensionable
____________________________________________________________________________________________

Example:
Pat, a FIR employee, received a letter in 2018 saying that time carried as injury pay needs to be adjusted to sick pay.  He was carried as 106* hours of injury pay for February 12, 2017-February 25, 2017.  There was no working time involved.  Employee has enough sick time on the books to do this adjustment all at once.  He makes $3,000 biweekly.
	Event dates
	Earn Code
	Dollars
	Description

	2/25/2017
	DQS
	          3,000 
	Letter from TPA says 106* hours shall be reclassed from injury to sick.  Tix 1/2.  Adjustment Complete.

	2/25/2017
	DQ8
	        (2,400)
	Letter from TPA says 106* hours shall be reclassed from injury to sick.  Tix 2/2.  Adjustment Complete.


*106 hours is representational of the total hours, however, may be less on a biweekly basis due to smoothing.

Separate TOA adjustments do still need to be done.  Minus to hours to SKA and minus to hours to INA


____________________________________________________________________________________________

All current year adjustments for FIR injury pay will use the following earn codes – these codes will be for effective date 12/17/2018 and after. 

SPC – Current Year Sick Pay adjustments
WC1 or AT1 – Current Year Pensionable Pay (for adjustments to vacation, comp, etc.)
845 – Current Year Injury Pay adjustment

*will not affect TOA or other earnings balances in this category.  Separate TOA adjustments are needed to affect TOA balances

None affects PP TOA accruals

845 is not taxed; SPC, WC1 and AT1 are taxable.

All are dollars’ adjustments

All are 100% pensionable
____________________________________________________________________________________________

The following earn code may be used for FIR in the current tax year on the timecards (2018 tax year are event dates 12/17/2017-12/15/2018):

844 – 80% Current Year Injury Pay (FIR)

Affect TOA balances for injury

Included in hours for current PP TOA accruals

Not taxable

This earn code may be used on the timecard.  

Pensionable at 100%

Will appear in box 14 on the current year W-2
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