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On May 4, 2009, the Internal Revenue Service released Revenue Ruling 2009-11, clarifying the changes to the treatment of military differential pay made by the Heroes Earnings Assistance and Relief Tax Act of 2008.  The ruling states that differential wage payments made to an individual on active duty for more than 30 days are subject to income tax withholding, but not to Social Security and Medicare (FICA) or unemployment tax (FUTA).
Effective January 1, 2009, supplemental military leave payments issued by the State Controller’s Office (SCO) will no longer be subject to Social Security/Medicare taxes.  The Federal, State, and State Disability Insurance (SDI) taxes will continue to be reported on the Form W-2, Wage and Tax Statement.
Attached is a revised Military Leave Work Sheet  reflecting the January 1, 2009 withholding changes.
Note:  The new Military Leave Work Sheet is only to be used for payments that will be issued on or after January 1, 2009.
Who needs to complete the revised Military Leave Work Sheet?
Employees newly eligible to receive military leave pay.
Employees deployed on a new military tour.
Does an employee who is currently on a military leave need to submit a new work sheet?
No, effective with the April 2009 pay period, the State Controllers’ Office discontinued withholding Social Security and Medicare deductions from long term supplemental military leave payments.
 Will an employee who is currently on a military leave receive a refund of the Social Security/Medicare deductions that were withheld?
Yes, SCO will issue refunds for Social Security/Medicare deductions withheld from supplemental long term military payments issued after January 1, 2009 through the March 2009 pay periods.  Refunds are expected to be made by June 15, 2009.
Payroll processing questions regarding military leave should be addressed to Dana Lyles with SCO at (916) 323-3081.  For interpretation questions related to military leave, your designated headquarters personnel office staff should contact DPA’s Personnel Services Branch.
The work sheet is also available on DPA’s website at www.dpa.ca.gov.
Human resources staff with questions regarding this update is directed to the DPA Personnel Services Branch at the contact information above.

