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EDUCATIONAL ASSISTANCE - GRADUATE LEVEL

This Payroll Letter outlines new California regulations affecting the taxability of graduate level
educational assistance and new reporting instructions for calendar year 2000 and thereafter.

Pursuant to Chapter 107, Statues of 2000, California law extends the educational assistance
exclusion from gross income to graduate level education. Effective January 1, 2000, graduate
level educational assistance provide by employers to employees not exceeding $5250 per calendar
year is excluded from California wage reporting and tax withholding.

NOTE: All educational assistance exceeding $5250 remains taxable. All graduate level
educational assistance remains reportable and taxable at the federal level.

REPORTING INSTRUCTIONS

Effective immediately, when reporting graduate level educational assistance which does not
exceed $5250 in a calendar year, do not enter CA in Column 8 on the form STD. 676P/V, |leave
the state code blank. If the educational assistance exceeds $5250, enter the state code.

If graduate level educational assistance was reported for 2000, submit correcting documents per
Payroll Procedures Manual Section | 174. Specifically, submit aform STD. 676P/V to 'cancel’ the
original reporting and submit a'new' form STD. 676P/V per the above instructions. This action
will eliminate reporting of graduate level educational assistance as California wages on the Form
W-2. NOTE: Californiatax refunds will not be issued. Revisionsto the Payroll Procedures
Manual are forthcoming.
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