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IRS, Social Security, State of Alaska Offer
Employer Workshop in December
Gary Petersen from the Internal Revenue Service (IRS), Tim Beard from the Social Security
Administration (SSA), and Kay Gouyton with the Division of Retirement and Benefits Audit Section
will present an educational workshop for employers in December in both Anchorage and Juneau.

Workshop classes will cover such topics as reporting, hiring issues, fringe benefits and more. The classes
will be held December 10 at the Captain Cook Hotel in Anchorage and December 11 at the State Office
Building in Juneau. Classes are free, but attendees are responsible for their own travel and lodging.
Seating will be on a first-come, first-seated basis.

To register for the workshop, please send an email to Kay Gouyton with the following information:

Workshop location (Anchorage or Juneau)
How many people will attend
Name(s) of attendee(s)

 

Making Work Pay Tax Credit
What Employers Should Know

In February 2009, the IRS issued updated withholding tables to help employers implement
the withholding adjustments required by the American Recovery and Reinvestment Act of 2009.
Information about these tables can be found in news release 2009-13, while more details about the
Making Work Pay credit are available in Publication 15-T, New Wage Withholding and Advance Earned

http://doa.alaska.gov/drb/newsltrs/ssn/pdf/Fall_2009_SSN.pdf
http://doa.alaska.gov/drb/news/IRS-SS-SOA-workshop-sked.html
http://doa.alaska.gov/drb/news/IRS-SS-SOA-class-descriptions.html
mailto:Kay.Gouyton@alaska.gov
http://www.irs.gov/pub/irs-pdf/n1036.pdf
http://www.irs.gov/newsroom/article/0,,id=204521,00.html
http://www.irs.gov/pub/irs-pdf/p15t.pdf
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Income Credit Payment Tables (For Wages Paid Through 2009).

The IRS subsequently issued optional adjustment procedures for pension plans that will make the
February 2009 tables more accurate for some pension recipients.

The IRS has also issued information on a withholding adjustment option for pension plans in
news release 2009-50.  

 

Revenue Ruling
Addresses Military
Differential Pay
The Heroes Earnings Assistance and Relief
Act of 2008 made changes to the treatment of
military differential pay. The IRS recently issued
a ruling that clarifies these changes.

Differential pay is defined as any payment made
by an employer to an individual during the time
in which the person is called to active duty in the uniformed services for a period of more than 30 days.
This payment must represent part or all of the wages the person would have received from the employer
if the individual were performing service for the employer.

Prior to the Heroes Act, military differential pay was not treated as wages and qualified plans were not
required to treat it as compensation for purposes of the limitations on benefits and contributions.

Employers previously reported military differential payments in box 3 of Form 1099-MISC. However,
the Heroes Act redefines military differential pay as wages for all payments made after December 31,
2008, and must be treated as wages for income tax withholding purposes.

The ruling states that:

1. 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).

2. Employers may use either the aggregate or the optional method to calculate income tax
withholding in these situations. For a discussion of these methods, see section 7, “Supplemental
Wages,” in Circular E, Employer’s Tax Guide.

3. The amounts of differential wages must be reported on Form W-2.

 

Are You an Employer Engaging in Wagering?
If So, Are You Complying with the Rules?

If you are a political subdivision employer engaged in wagering, such as pull tabs, there are
certain gaming rules with which you must comply.

Employers must complete and submit

http://www.irs.gov/newsroom/article/0,,id=208038,00.html
http://www.irs.gov/newsroom/article/0,,id=208038,00.html
http://www.irs.gov/pub/irs-drop/rr-09-11.pdf
http://www.irs.gov/pub/irs-pdf/p15.pdf
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Form 11-C (Occupational Tax and Registration
Return for Wagering). This form is used to
register any gaming activity and to pay the
required occupational tax. After this form is
filed and the tax is paid, the IRS issues a letter
as proof of registration and payment. The form
must be filed annually, and the appropriate tax
needs to be paid yearly.

The employer, and every person hired by the
employer to receive wagers from the public, is
liable for the tax and must fill out Form 11-C.
There is a $500 fine for each
unregistered person.

 

Law Provides Special Tax Benefit for
Firefighters and Emergency Responders
A law passed in 2007 provides a special tax benefit for volunteer firefighters and emergency
responders that is available through tax year 2010. The law allows exclusion of certain benefits received
for performance of volunteer services from being considered as income.

The Mortgage Forgiveness Debt Relief Act of 2007 contains an important provision affecting firefighters
and other emergency responders who receive local tax benefits or other benefits for volunteer services.
This provision was further clarified by the Heroes Earnings Assistance and Relief Tax Act of 2008.

Reduction of Taxes
Any reductions or abatement of state or local property or other
taxes provided to volunteers in recognition of work performed
constitutes compensation and, under prior law, is fully taxable
under Internal Revenue Code section 61. However, as of
January 1, 2008, volunteers who perform services for a qualified
volunteer emergency response organization may exclude the
value of property tax abatements from federal gross income,
Social Security, and Medicare (FICA) taxes. No additional
withholding is required on the value of these benefits.

Property taxes are generally deductible as itemized deductions,
but any amounts excluded under these provisions may not be
included on Schedule A as deductible taxes.

Other Benefits 
In general, reimbursements for expenses are included in the
income of the volunteer unless they are made under the
provisions of an accountable plan. An accountable plan requires
that an employee timely account for all reimbursements and
return any excess amounts. See Publication 15, Employer’s
Tax Guide.

The law provides that the value of other benefits received (such as reimbursements for expenses or

http://www.irs.gov/pub/irs-pdf/f11c.pdf
http://www.irs.gov/pub/irs-pdf/p15.pdf
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equipment allowances), up to $30 for each month of volunteer service during a calendar year, may be
excluded from income for income tax, Social Security and Medicare purposes. The exclusion should be
applied after taking into account amounts excludable as reimbursements under an accountable plan. If
the volunteer performs services in each month of the year, the maximum exclusion for these benefits is
12 x $30, or a maximum of $360 per year for each employee. The qualified organization making these
payments is not required to withhold income, Social Security or Medicare taxes on these amounts;
withholding on each individual for income, Social Security and Medicare taxes should begin for each
month after the first $30 of excludable benefits has been received.

Who Is Eligible for the Exclusion? 
Individuals who perform services for qualified volunteer emergency response organizations are eligible
for these benefits. For this purpose, a “qualified volunteer emergency response organization” is an entity
that is organized and operated to provide firefighting or emergency medical services for persons in the
state or political subdivision. The $30 per month exclusion applies to amounts not otherwise excludable
as reimbursements received under an accountable plan. For more information on accountable plans, see
section 5 of Publication 15-B.

The exclusion for both tax abatements and other qualified benefits is available for 2008, 2009, and 2010.

We hope you find this newsletter helpful. If you have any questions or suggestions please feel free to
contact us. Any feedback from you will be greatly appreciated. The following people are your contacts
in the Audit Section:

 Katherine (Kay) Gouyton
Division Auditor, State Social Security Administrator
Toll free: 1-800-821-2251; (907) 465-5707

Click here for all past issues. Email your comments to Kay Gouyton or the editor,
Barbara Kelly.

The Audit Section operates under the guidance of IRS Publication 963 and the State & Local Coverage
Social Security Handbook, SSA Publication No. 16-055.

Please refer to IRS.gov and SSA.gov for further information.
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