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Background
In 2013, the Washington State Legislature established two health insurance premium surcharges which will become effective July 1, 2014.  
· Tobacco Use Surcharge:
A surcharge of $25 per month ($12.50 per pay period) will be charged if one or more persons covered on an employee’s health plan uses a tobacco product.  The surcharge is a flat $25 regardless of how many covered persons use tobacco.
· Spouse or Domestic Partner Health Plan Surcharge:
A surcharge of $50 per month ($25 per pay period) will be charged if an employee has a spouse or domestic partner (DP) covered on the employee’s health insurance, and the spouse or domestic partner has chosen not to enroll in an employer health plan of his/her own which is comparable to the Classic Uniform Medical Plan.
Attestation
· During the period from April 1, 2014 – May 15, 2014 employees will attest whether or not the tobacco and spouse/DP surcharges apply to them.  These attestations will be recorded in the Health Care Authority’s PAY1 system.
· If an employee fails to attest to the tobacco use question, the surcharge will be imposed by default. 
· If the employee fails to attest to the spouse/DP question and has a spouse or domestic partner covered on the employee’s health insurance, the surcharge will be imposed by default.
· The surcharges will use the same timing as health care premiums. Meaning: If the employee is eligible for health coverage and is employed on the first working day of the month, the surcharge applies for the full month.  
· Surcharges will not be prorated.
· Employees that waive their medical coverage do not have to attest to either surcharge and will not be charged.



How the Surcharges will be implemented in HRMS
Two new fields will be added to info type 0376 (Benefits Medical Information) to hold the attestation data for each employee.  Info type 0376 will be added to the Benefits tab as shown here:
[image: ]
The two new fields will be called “Tobacco Surcharge” and “Spouse/DP Surcharge” as shown here:
[image: ]

Press the F1 key on either field to see what the attestation values mean:
[image: ][image: ]

PAY1 and interface Process
· The fields in HRMS will be populated by a nightly interface from PAY1.
· The first interface with initial attestations will be loaded into HRMS early on the morning of July 1, 2014. 
· When changes are made to the attestations in PAY1, they will be sent to HRMS on the evening before the effective date of the change. Most attestation changes will be effective on the first day of the month. Therefore any changes which occur during the month will appear in HRMS on the first working day of the following month. 
Deductions
When payroll runs, logic in the payroll processing program will check the current values in the two attestation fields in HRMS. 
· If the Tobacco Surcharge field contains a current value of Y or D, the $12.50 surcharge will be applied.  (D stands for default.) 
· If the Spouse/DP Surcharge field contains a current value of Y or D, the $25.00 surcharge will be applied.  
· The surcharges will appear in a payroll simulation (pay sim), in the payroll results, and on the earnings statement. 



Taxation of Surcharges
Tobacco and spouse surcharges will have the same tax status as the employee’s medical premium deduction.  Surcharges for non-qualified domestic partners will always be post-tax.  (Non-qualified means the partner does not qualify as a dependent per IRS rules.)
	Surcharge Type
	Employee’s Medical Premium Tax Status
	Surcharge Tax Status

	Tobacco Use
	Pre-tax
	Pre-tax

	Tobacco Use
	Post-tax
	Post-tax

	Spouse 
	Pre-tax
	Pre-tax

	Spouse 
	Post-tax
	Post-tax

	Non-Qualified Domestic Partner
	Pre-tax
	Post-tax

	Non-Qualified Domestic Partner
	Post-tax
	Post-tax



Wage Types
Eight new wage types will be created for surcharges.
	WT
	Description
	Account 035,
General Ledger

	 2576
	Tobacco Use Post tax
	5181

	 2577
	Spouse/DP HP Post tax
	5181

	 2578
	Tobacco Use Post tax Adjustment
	5181

	 2579
	Spouse/DP HP Post tax Adjustment
	5181

	 2580
	Tobacco Use Pretax
	5181

	 2581
	Spouse/DP HP Pretax
	5181

	 2582
	Tobacco Use Pretax Adjustment
	5181

	 2583
	Spouse/DP HP Pretax Adjustment
	5181



Under normal circumstances, the payroll offices/benefits processors should not need to make any entries in HRMS to collect surcharges.  Occasionally, it may be necessary to create an adjustment on infotype 0015 (Additional Payments).  If needed, use the applicable Adjustment wage types above (2578, 2579, 2582, or 2583).



Reporting Surcharges on the W-2 Form
· HRMS will report any pre-tax surcharges on the W-2 in box 14.  
· Post-tax surcharges will not be reported on the W-2.

Surcharge Refunds
Employees who have had surcharges imposed by default or by an incorrect attestation have until August 29, 2014 to submit a request to HCA to have their attestation changed retroactively. If the request is approved, HCA will change the employee’s attestation retroactively in PAY1.  
· If an attestation of D or Y is retroactively changed to N, the change will trigger a retroactive update that automatically generates a refund for the employee.   
· If an attestation of N is retroactively changed to a D or Y, the change will trigger a retroactive update that automatically generates the surcharge.
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Tobacco Surcharge
Y = Attested: subject to Tobacco Surcharge
N = Attested: not subject to Tobacco Surcharge

D = Not attested: subject to Tobacco Surcharge
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‘Spouse/DP Surcharge

Y = Attested: subject to Spousal Surcharge
N = Attested: not subject to Spousal Surcharge

Blank = Spouse not enrolled: not subject to Spousal
Surcharge

D = Not attested: subject to Spousal Surcharge
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