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How PPC Calculates Taxes on In-Service Debts Overview

Introduction

Important
Information

Contents

The presentation provides information on how PPC calculates the

payment of taxes on In-Service debts.

¢ Federal and state taxes vary based upon each individual member’s
elections and legal state of residence.

e There can be additional variations in taxes depending on changes to
pay, changes to tax laws, and the member’s tax elections, etc. Because
of these variations, PPC bases calculations for taxes on what has
actually been deducted.

¢ PPC does not use tax brackets (or other rates, etc.) to determine “pay-
off” amounts.

e PPC does not serve as an Internal Revenue Service (IRS) or a certified
tax professional.

¢ Any final tax adjustments will be processed when the member files
their annual income taxes; and the IRS will determine the final balance
considering tax brackets and other variables, as mentioned above.

e The member is responsible for ensuring the appropriate taxes are paid.
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Net Verses Gross Information

Introduction This section provides General Examples information for paying off the

Net amount verses the Gross amount.

Information Paying off the net amount is only possible if the entire overpayment was

received in the current year.

Net Procedures See below.

Step

Data

1

In this example, the member was overpaid $1,000.00 for Basic Pay. Direct
Access (DA) had previously deducted an average of 14.8% (varies by member)
per paycheck for federal taxes (FITW). DA had previously deducted an average
of 9.2% (varies by member) per paycheck for state taxes (SITW). When
necessary, PPC calculates the member’s average FITW and SITW based upon
the 3 most recent end-of-month pay calendars.

2 If the member calls PPC Customer Care to repay the lump-sum debt, the “pay-
off” amount will be calculated by PPC, as follows:
Current year taxable debt (Ex: Basic Pay) $1,000
Minus federal taxes withheld (Ex: 14.8% *varies by member) $- 148
Minus state taxes withheld (Ex: 9.2% *varies by member) $-92
Net “pay-off” amount $ 760

3 After the member repays the debt in full, PPC will ensure the In-Service Debt is
closed and PPC will ensure tax accumulators are adjusted accordingly.

Gross See below.
Procedures
Step Data

1 In this example, the member was overpaid $1,000.00 for Basic Pay in a previous
year. DA may have previously deducted taxes; however, PPC cannot adjust prior
year taxes (due to IRS laws). At the end of the year, the W-2 is finalized and the
IRS is in control of that money: PPC cannot get it back. The member must file
their income taxes to reconcile with the IRS (i.e. tax credit / refund).

2 Prior year taxable debt (Ex: Basic Pay) $1,000
Taxes for prior year debts CANNOT be deducted $-0
Gross “pay-off” amount $1,000

3 After the member repays the debt in full, the member can request a Tax
Certificate that PPC will provide. The member can file the Tax Certificate along
with their end-of-year annual taxes to receive a tax credit. Consulting a tax
professional is recommended.
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Copy of Notice of Overpayment Email

Notice of Overpayment —

CMD-SMB-CG-PPC <CMD-SMB-CG-PPC@uscg.mil>

Man 11/28/2022 1:47 PM

To:

Cc: DO5-SMB-BASEPORTS-5P0 <D05-SMB-BASEPORTS-5PO@uscg.mil>

B 1 attachments 30 ke
PIC - peif

*** Please do not reply to this e-mail. Replies will be sent to an
unmanitored e-mail and will nat be read or respanded ta. ***

Good Day
Recently processed pay-related transacticns have resulted in a $2,038.50
overpayment. The attachment provides a breakdown of this overpayment.

Coast Guard policy per USCG Pay Manual, COMODTINST M7220.29 (series), permits
collection of this debt in installments through deduction from your pay.

Under the statutes, the maximum menthly amount collected cannot exceed 15%
of disposable pay. If repaid by installment, 31 US.C. 3717 requires

interest and administrative charges assessed on all cebts unless waived. We

have waived these charges in your case, per paragraph 11-B-5 of the USCG Pay
Manuzl, COMDTINST M7220.29 {series).

Repayment from your pay will begin at 15% installments of your available pay

per month beginning 1 February 2023. The monthly amount could fluctuate based
on your disposable income, Plezse notify your Command if you want to propose

a different repayment schedule based upon your financial situation. A

revised collection schedule must allow for collection of the debt before

your separation. Repayment schedules for less than 10% of disposable pay

will enly be approved in cases of legitimate financial hardship. For these
situations, you must provide a financial statement, Form CG-54898. For lump

sum repayment options, please see Chapter 9.4 of the Personnel and Pay
Procedures Manual, PRCINST M1000.2 (serfes):

. mil/Portals/10/CG- 1/PPC/ nppm/CHAPDD adf When you
provide a check as payment, you authorize us either to use information from
wour check to make a one-time electrenic fund transfer from your account or
to process the payment as a check transaction.

If you retire prior to having your debt fully repaid, please be aware that
the debt will be secured from your retired account until it is completely
repaid. Personnel who are ina retired status are also subject to the 15%
maximum withholding of disposable pay.

You have the right to inspect and copy government records and review all
decisions related to the debt. For coples of government records and/for an
explanation of the nature of the debt, contact your servicing SPO. You have

the right to ask for 2 waiver or remission of the debt in accordance with
sections 11-F and 11-G of the USCG Pay Manual, COMDTINST M7220.29 (series)
and chapter 9 of the Personnel and Pay Pracedures Manual, PPCINST M1000.2

(series). If separated early, we will collect any debt remaining at

separation in lump sum from your final pay and allowances.

This is notice under 11 W.5.C. 342 should you contemplate relief under the
Bankruptcy Abuse Prevention and Consumer Protection Act of 2005, Should you
file litigation, including action under Title 11, U5, Code, you must

include your Employee 1D Number (cited on the attached Summary of
Overpayment) on such filing. You must also provide notification of such

filing ta the following address: Commanding Officer (LGL], USCG Pay &
Persornel Center, 444 5E Quincy Street, Topeka, K5 66683-3591,

Payment apticns are as follows:

Te pay by Debit Card: Contact PPC Customer Care, 866-772-8724 or
785-339-2200 (Do not submit debit card information via e-mail ).

Credit Cards not accepted

If you desire to repay part or all of an in-service debt, mall a check, made
aut to U.S. Coast Guard, to PPC (FAR) with a copy of the Pay Slip or this
emall.

To pay by Cheek: Make check out te US Coast Guard and enter your EMPLID in
the notes section.

Mail check to:

Commanding Officer

US Coast Guard

Pay & Personnel Center

ATTN: FAR

444 5E Quincy 5t

Topeks, KS 66683

Payment options can also ke found in the Personnel and Pay Pracedures Manual
(PPPM) Chapter 9.4:

It/ e dems. uscsmil/Portals/10/CG-1/PPC/pRpm/CHAPDI. odf

Tax implications can alse be found at PPC Guides below

hittps S www doms usg ilvp; | - H PP I t
axes3 20on3 20150, pdfiver=2018-08-28-092626-657

Bt/ fwns dems scemil/Portale/10/0G 1/PPC/MAS Taxt2 Olmplications#20frt2
0150, pdfPver=2018-08-28-052623-887

— ., - . . %20aM%2011%205
ice%200ebt. pdfiver=2018-08-28-092622-447
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Breakdown of Overpayment

Introduction This section provides a breakdown of an overpayment and the tax
implications.

Procedures See below.

Step Event

1 In mid-April 2018, a member was overpaid. This member had a debt due to
erroneous receipt of pay and allowances from 04/01/2018 to 04/15/2018 for Title
10 Reserve Orders that ended 03/31/2018. Notice the difference between the
Gross Result Value and the Net Result Value in Pay Calculation Results. This
alludes to tax implications.

slendar Geoup Results Eanings and Deductions || Accumdalors | Supporting Elements
Employen Empl 1D Empd Recard 0
Calendar Growp D C118040 201804 On-Cycla AD Mid Month
alendar Information Find First zed2 'R Last
Calendar |0 CG ACT 201388040 Pay Group USCG
Saip Hum g Rewislon 1
Eamnings & Deductions Pessonalize | Find | View 5 | | E& Fiest ‘&' 111 of 11 Last
Element Results | Components  Hewo Adusiments | Deduction Amears | Unor Fiakds | [
E - _— Do - Shice Begm Shce End - -
Element Type  Element Nama At Description Instancs Diae Dtz Fesoltion Datails
Eamings BAH 1213500000 7 Basic Adowance for Howsing 004012018 04152018 Rosoktion Details
Earnings BaAS 127 200000 77 Basic Allow for Subsisience 004012018 S4NE201E Resohufion Detsils
BASIC FAY 247T 550000 I Basic Pay 0042018 Q452098 Resokifion Detsls
saduction  FWT 341 960008 JT] FIT Wishholding 004M12018 4152018 Resokion Detals
Deduction MEDICARE EE 35 920000 I Moedicare Tax 104012018 4152018 Rosoknion Detalls
Jaduction MEDICARE ER 15 920000 77 ER Madicare Tax 104M12018  QAN5001E Rasokiion Detass
Deduction OASH EE 153600009 25 GASDI Tax 1040712018 4152018 Resohtion Detals
Deduction OASDH ER 1536500000 73 ER OASDI Tax 104012018 B4M62018 Resokition Details
Deduction SGLI 14000008 T Serv ere Group Life Ins 004012018 LG0T8 Resohfion Detsils
D# ST 114 240000 [ S1a10 10412018 UMS2018 Repokilion Detals
Deduction TSGL 0.500000 F Traumatic SGLI D0AMY2018  GLMSE018 Resokilion Detas

i+ Return 1o Search *_| Provious in List 4 | Mextin List "= Moty

| Calendar Group Hesulls | Eamings and Deductions | Accumadators | Supparting Elemsnts

2 In-Service Debts were built for the gross pay amounts, as follows:

— nmmmmmm mmtrmmummrm

THRE ST | B PAVCALCS)| [Pa¥CALCS) | RTE | TOTAL
BAA WO DEP M i 2008 | 41502008 | 0 ] 15 AT 115 411350
G 0FF N ogot0s|oyspoe| o | o | B 25439 i | s
BAS1C PAY M sot|owsie| o | o | 8 [ emsm| 1 424715

Continued on next page
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Breakdown of Overpayment, Continued

Procedures,
continued
Step Event
3 The total gross amount is $3,818.25. The member actually received a net pay

amount of $3,158.03. The following tax deductions were made: $341.96 FWT
withheld / $2477.55 Basic Pay ~ 13.8% FWT tax rate $114.24 SWT withheld /
$2477.55 Basic Pay ~ 4.6% SWT tax rate $35.92 Medicare EE withheld /
$2477.55 Basic Pay = 1.45% Medicare rate $153.60 OASDI EE withheld /
$2477.55 Basic Pay = 6.2% OASDI rate

FICA (Medicare + OASDI) for system generated overpayments is automatically
credited on the following pay calendar. In this case, the member does not have
current calendar earnings; therefore, the FICA refund is disbursed to the member
in full. If the member does have current pay calendar earnings, he/she will
receive the credit and it will be offset by current calendar FICA due. *Rounding
differences may apply.

Calendar Group Results ~ Eamings and Deductions | Accumulators || Supperting Elements
Employes Empdl ID Empl Record
Calendar Group I C118051 201805 On-Cycle AD End Month
Calendar Information Find First 10f1 Last
Calendar ID CG RSV 2018MOSE Pay Group USCG RSV
Segment Number 1 Version 1 Ravision 1
Gross Result Value 0007 S0 Net Result Value 185954, usDh
Eamings & Deductions Personalize | Find | View Al | &= First 4 1-doid Lasi
Element Hesull OMpo nenis Hetro Adjustmenis Deduction Arrears Uiser Fields

- . Calculation Base g, o B y
Element Type  Element MName Armou it Adjstment Adjustment Uit Adpustment  Resolution Detmls

Daduciion MEMHCARE EE - 359300007 Resalufion Datails
Deduction MEDHCARE ER -35. 9300007 Resolution Details
Dreduction OASDI EE 163 610000 Resolution Details
Deeduction DASDI ER -153 |:-1|.'|.'l:c’ Resolution Detadls
i Reftumn to Search 1| Previous in List 4 | Meot in List =| Nofify

Continued on next page
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Breakdown of Overpayment, Continued

Procedures,
continued

Step

Event

4

The BASIC PAY debt is taxable (FICA, FITW, SITW). The Taxability Effect of
In-Service Debt Instance #2 is “All Taxable Gross is Affected.” The Debt
Originating Year is “2018.” Because 2018 is in the current year, this debt is
eligible for a Net repayment.

Element Assignment By Payee

Element Detail

Employes D

Element Hame 1N SRVC DEBT
Assignment Process Detail

En ssignment Is Active
"Process Order | 935
Hecipient Tag A=
1 Allow Batch Updats of End Date

Calculation Information

Calcwlation Rule Amoumt
Amanunt
Amouwnt Element

Amount Valuse

Required Fialds

“Unique Accumulator
Balance I

Debt Amount
Percent of DE

“Taxability Effect
“Debt Originating Year

Parcent of Interest

Type

Empl Record 0

In-Senvice Debl

Currency Code USD O

"Begin Date 077012018 W

2 000000
2477 550004
15000000

AN Taxable Gross is Allected
2018000000 4

Payrodl Cvespayment

Nams

Instance 2 _l|

US Dallar
End Date W
Previous End Date

Updated i Paynodl Run

v
Comments |3YSTEM CG RSV 201 BMO5M
Suspend Keason |
Appropriation | |
Account Mumber |BASIC PAY
Additional Overrides
*Frequency Option | Use Elemen Frequency o
Frequency 4
‘Generation Dption | Use Element Generation Conbre: L

Generation Control

Ok Cancel Refrezh

After the member contacts PPC Customer Care to make a lump-sum repayment,
the Net “pay-off” amount would be calculated by PPC as follows:

Gross taxable debt amount $ 2477.55

Minus FWT - 341.96

Minus SWT - 114.24

Net pay-off amount $ 2021.35

Continued on next page
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Breakdown of Overpayment, Continued

Procedures,

continued

Step

Event

6

In-Service Debt Instance #3 was for BAS OFF, which is not taxable. This must
be repaid in full.

Element Assignment By Payea

Element Detail

Employee ID Empl Record 0 Hame

Element Name [N 3RVC DEBT In-Service Debl Instance 3 _,-I

Assignment Process Detail

Hnssignllleul I8 Active Currency Code USD G US Dollar
“Process Order 955 “Bagin Date 07012018 & End Drate n
Recipient Tag 0|ay, Previous End Date
o Allow Baich Update of End Date Updated in Payroll Run

Caleulation Information

Calculation Rubs  Amount
-'I.mnlmll |
Amount Elemant L&}

Amount Value

Required Fields

“Unique Accumulator

Balance ID
Debt Amount
Percent of DE 15.000000
*Taxability Eflect| Mo Taxable Gross is Alfectsd | *
“Debt Originating Year 2018000000

Percant of Interest

Type | Payroll Cwerpayment e
Comments SYSTEM CG RSV 2018M05M
Suspend Reaszon o
Appropriation e
Account Mumber BAS OFF
Additional Overrides
“Frequency Opdion | Use Element Freguency e
Frequency Q,
*Genaration Oprinnl Fse Elemeant Ganaraiion Corntrol '\.v:
Generation Control 3
0K Cancel Refresh

Continued on next page
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Breakdown of Overpayment, Continued

Procedures,

continued

Step

Event

7

In-Service Debt Instance #4 was for BAH W/ DEP, which is not taxable. This
must be repaid in full.

Element Assignment By Payee

Element Detail

Employes 1D Empl Record @

Element Hame IN SHYC DEBT
Assignment Process Detail

In-Service Debl

Ensan nment Is Active Currency Code USD (0}

*Process Order | 535

Hecipient Tag 0o,

B Allow Batch Update of End Date

Calculation Information
Calculation Hule Amount

Amount| v

Amount Element L+ 1§

Amaunt Valua

Required Fields

“Unique Accumulator 4000000
Balance 1D

Debt Amount 1213500000

Percent of DE 15000000

“Taxahility Effect
*Dinht Originating Year

Mo Taxahle Gross i Affected
2018000000

Percent of Interest

Type | Payrall Crvenpayrmient
Comments SYSTEM CG RSV 2018M05M

Suspand Reason

“Begin Date 0T/T12018

Name

Instance 4 :'

LIS Dalkar
n End Date i:

Previous End Date

Updated in Payrodl Run

Appropriation |
Account Mumber BAH WO DEP

Additional Overrides
“Frequéency Option | Use Element Fréeguency
Frequency
“Generation Option | Lise Element Generation Cantrol
Generation Control

OK Cancel Hefrezh

The grand total net repayment amount is:
ISD#2 $ 2021.35 (taxes adjusted by PPC)
+ ISD#3 $ 127.20

+ ISD#4 $ 1213.50

Net payoff $ 3362.05

Continued on next page
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Breakdown of Overpayment, Continued

Procedures,
continued
Step Event
9 Alternately, the member may choose to allow payroll deductions to repay the

debt incrementally per pay period. The FICA credit will process in the same
manner, i.e. on the pay calendar following the system generated debt. All payroll
deductions applied to taxable debts in the current calendar year/debt originating
year will automatically generate the corresponding incremental FWT and SWT
credits and apply them to the member’s pay. However, any portion of the taxable
debt that is NOT paid off by the end of the debt originating year, will NOT
receive FWT and SWT credits for repayments received in subsequent years. A
tax certificate can be requested for subsequent year repayments once the debt is
paid in full.

10
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Tax Certificate Memo Example

U.5. Departmeant of Commanding Officer
Homaland Security Emmwﬂsgw
United Statas

Coast Guard

MEMORANDUM

From: A B. Spigglli CWO2
CG PPC (mas)

To: Q. 1, Simpson, LTIG
CG AIRFAC Muskegon

Subj:  TAX CERTIFICATE

-

Ref: (a) Publication 5, [RS Circular E (Employer’s Tax Guide)

i“DﬂASE KS H}mt
Staff Symbel: MAS
Phane. (755) 330-2200
Fax [TB5) 338.3772

7200
25 Jan 2018

1. This 1s to certify vou have made payments to the U. 5. Coast Guard, IRS tax [D = 52-9981234,
totaling $12,345.67 in calendar vear 2018 for an overpavment of earnings issusd i the 2017 calend:
vear. The $12,345.67 has oot beep deducted from vour current year taxable wages.

2. Per reference (), this certificate 15 provided for filing with vour annual income tax retum. You
may be entitled to a deduction {or credst in some cases) for the repaid wages on vour income tax retu
for the vear of repayment. We suggest that you contact a tax consultant or the Internal Revenue Serv
if vou need assistance. Please retain thas certificate for filing with your tax retorn.

11



