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COLLEGE OF NATURAL AND AGRICULTURAL SCIENCES

Functional Reference Guide

Cell Phone Policy – Guidelines for the Purchase and Use of Cellular Phones and Other Portable Electronic Equipment

Issued:  05/04/2009
General Use  
The University has announced a new cell phone policy effective with June earnings paid on July 1, 2009 in response to an IRS audit that cited the University was not in compliance with the substantiation rules on University-owned cell phones.  The University decided that the substantiation rules would not be practical (recording of each call with name and business purpose), therefore they have decided to treat the provision of an employee cell phone or cell-phone enabled PDA as a taxable fringe benefit for the monthly base cost and the acquisition of the device.  This policy is published in the Business and Finance Bulletin G-46. 

Guidelines and Procedures
New imputed Income/Cash Allowance Policy:  The cost of an employee's cell phone plan, including the cost of the device itself will be added to the employee's taxable earnings each month as "imputed" income subject to withholding.  The employee will receive a taxable cash allowance each month to reimburse him or her for the tax on the imputed income.  Because the allowance itself is taxable, it will be increased using the IRS gross-up formula to reimburse the employee for the taxes associated with the payment.  The net pay for the employee will not be significantly impacted if at all, however, the cost of the cash allowance will be charged to the same FAU you charge your cell phone or the FAU you indicate.  There will be no disruption in service and employees will not be subject to the substantiation rules unless they exceed their plan minutes.  Substantiation (name and business purpose for each call) is required on all usage charges when you exceed your plan minutes.  Personal calls (when you exceed your plan minutes) must be reimbursed to the University on a timely basis.

You are encouraged to review at least three months of historical data on cell phone charges to determine the initial average of the imputed cash income.  Your departmental PPS transactor will complete the UC Cell Phone Imputed Income/Cash Allowance form available online using this initial average.  The online form will automatically calculate the cash allowance.  A copy of the form should be provided to the employee for his or her records.  The PPS transactor will add two distributions within PPS to allow these amounts to automatically reflect on the payroll roster on a monthly basis.  DOS code “CEL” should be used to establish the imputed income distribution.  This distribution must also reflect code “CEL” in the PRQ field.  DOS code “CE2” should be used to establish the distribution for the cash allowance.  These distributions should be set up for the term of the service agreement.  If the service agreement is month-to-month, the distributions should be set up with indefinite end dates until the phone is returned or replaced.  If the imputed income relates to a one-time purchase, it should be processed via the EDFT screen using the CEL code.  The department should continue to maintain the spreadsheet used for the initial average to track the running average as monthly invoices are processed to determine if the imputed income/cash allowance should be revised (plus or minus 10%) or if there are cell phone cancellations and additions.  This data should also be monitored by the Purchasing Specialist to ensure the individual plans are adequate for the usage.  It is very important to eliminate charges for excess minutes, roaming, etc. to avoid the monthly substantiation requirement.  All charges beyond the normal monthly plan will require substantiation (name and business purpose).  It is extremely important that the PPS preparer and the Purchasing Specialist work together in administering this policy to ensure compliance and accuracy.
Some departments or individuals may choose to convert their University-owned cell phones to a private plan to avoid the extra costs and substantiation requirements.  The Purchasing Specialist should assist with these plan changes.
There are three key points consider 1) Net pay to employees will not be significantly impacted; 2) the cost of the cash allowance will be charged to your departmental FAU increasing the total cost of your cell phone; and 3) if the user exceeds their plan minutes then they are subject to the substantiation rule.  If you have individuals who are currently exceeding their plan minutes, please direct them to the Purchasing Specialist for assistance in evaluating their current plan.  

EXAMPLE: an employee with a $50 per month cell phone plan would be charged $600 in imputed income for the calendar year.  The employee would also receive a cash allowance of $35.60/month (based on the income and associated taxes) or $427.20 per year.  Your net pay should not be impacted.  Your FAU will be charged for the $35.60/month in addition to the current cost for your cell phone.
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