
 
 
 

Distribution:   
CSU Presidents  
Vice Chancellor, Human Resources  
Vice Presidents, Administration  
Payroll Managers  
   

 

 
Date: February 14, 2011            Code:       TECHNICAL LETTER 

                  HR/Benefits 2011-04  
To: Human Resources Officers 
 Benefits Officers  Reference:   HR/Benefits 2010-09 
  HR/Benefits 2010-10 
From: Evelyn Nazario  
 Assistant Vice Chancellor 
 Human Resources Management  
  
Subject: State Income Tax – Age 24 to 25 Health and Dental Plan Dependents 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

Recent federal health reform legislation extended health dependent eligibility to age 26.  The CSU extended 
dependent eligibility to age 26 for dental and vision plans.  In conjunction with the extension of dependent eligibility, 
the Federal Internal Revenue Service also extended the federal income tax exclusion for employer-sponsored 
medical benefits to include dependent children up to age 27. 
 
However, California state income tax rules were not changed to modify the definition of “dependent” as used in the 
Revenue and Taxation Code.  Employees who enrolled age 24-25 dependents during the recent open enrollment 
period, who subsequently enroll age 24-25 dependents, or whose existing dependents reach age 24, may incur 
additional State income tax liability beginning with the 2011 tax year.  At this time, it is unclear if the state legislature 
will introduce legislation to modify the definition of dependent to conform to federal tax code. 
 
The Employment Development Department (EDD) recently released information regarding nondependent adult 
child health care (and dental) premiums.  For California purposes, the portion of the insurance premium attributable 
to the nondependent adult child would be wages and subject to all California state payroll taxes.  The income to the 
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Overview 
 
Audience:  Benefit Officers or campus designees responsible for administering benefit 

programs 
 
Action Item:  None (Informational Only) 
 
Affected Employee:  Benefits eligible employees who add age 24-25 dependents to health and/or  
Group(s)/Unit(s)  dental plans 
  

Summary 
 
In conjunction with recent federal health reform legislation expanding dependent eligibility to age 26, the 
Internal Revenue Service extended the federal income tax exclusion for employer-sponsored medical benefits 
up to age 27 for dependent children.  However, California did not change its tax rules to accommodate the 
modified federal definition of dependent.  As a result, employees who enrolled age 24 – 25 dependents may 
incur additional state income tax liability beginning in 2011. 
 
Campus designees responsible for administration of CSU benefits programs should review the Technical Letter 
in its entirety. 
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employee would be the difference between the insurance premiums paid including the nondependent adult child 
and the amount that would have been paid without the adult child.  This difference will be additional California state 
wages and should be included in wages reported in Box 16 of the employee’s W-2.    For example: 
 
 Premium including nondependent adult child   $987 
 Premium excluding nondependent adult child  $683 
 Additional wages to be included in W2, Box 16  $304 
 
However, the State Controller’s Office system is programmed to the federal dependent definition and currently 
cannot capture this information.  The CSU is working with the Department of Personnel Administration, the State 
Controller’s Office, and the California Public Employees’ Retirement System on this issue.  Employees who have 
questions or concerns should consult their tax advisor regarding potential State income tax consequences 
associated with age 24-25 dependents. 
 
Campuses will be updated accordingly when additional information becomes available. 

Questions regarding this Technical Letter may be directed to Human Resources Management at (562) 951-4411.  
This Technical Letter is also available on the Human Resources Management Web site at:  

http://www.calstate.edu/HRAdm/memos.shtml 
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