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W-2 Information -
Pre-tax benefits

Fringe Benefits

Exempt vs. Nonexempt Employees

Employee vs. Independent Contractor
Affordable Care Act (ACA)
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2020-2021 Changes

Employers may truncate the employee’s SS # on the
employee copies of Forms W-2

— Copy B, C, 2

— Cannot truncate on Copy A, 1 (gov't copies)
FFCRA, Cares Act, form changes related to same
Form 1099-NEC

HAWKINSlASH
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Reminders

DOL raises “White Collar” salary threshold to $684 in
2020

W-2 electronic filing is required if your have over 250
employees (federal)

Must use the new Form W-4 for employees hired after
1/1/19 and any employees wishing to adjust their
withholding

— If an employee wants to claim “exempt” they need to
write it in under box 4c
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Key Tax Fact Sheet

Key Tax Fact Sheet 2021

-2021 -

Social Security Rate EE 6.20% 6.20%

Social Security Rate ER 6.20% 6.20%

Social Security Wage Limit $ 142,800.00 $ 137,700.00

Medicare Rate 1.45% 1.45%

Medicare Rate - Wages over $200,000 0.90% 0.90%

Medicare Wage Limit No Limit No Limit
UnemploymentRate
Federal Unemployment Rate 0.6% 0.6%

Federal Unemployment Wage Limit 7,000.00 3 7,000.00
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
MN Unemployment Wage Limit $ XXX XX $  35,000.00 Gross wages

WI Unemployment Wage Limit $ 14,000.00 $ 14,000.00 Gross minus Cafeteria
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
Federal Minimum Wage - 7/24/09 725 725

Minnesota - Small Employer $ 12.50 7/1/21-6/30/22 $ 11.75 7/1/20-6/30/21
Minnesota - Large Employer $ 14.25 7/1/21-6/30/22 $ 13.25 7/1/20-6/30/21
Minneapalis and St. Paul Based on employer size; (macro, large, small, micra) St. Paul effective date 7/1

Minneapolis has Anti Theft law effective 1/1/2020
Duluth, Minneapolis and St. Paul have Sick and Safe Time effective 1/1/2020
Wisconsin Minimum Wage $ 7.25 $ 725

Key Tax Fact Sheet

Key Tax Fact Sheet 2021

[ 2020 |
401(k), 403(b) and 457(b) Plan Limits ~ $  19,500.00 §  19,500.00
Over age 50 Catch up % 6,500.00 % 6,500.00
Simple Contribution Plan Limit §$ 1350000 $ 13500.00
Over age 50 Catch up $ 3,000.00 $ 3,000.00
IRA Cc (Roth & T ) §  B000.00 subjectto AGI § 600000 subyect to AGI
Over age 50 Catch up % 1,000.00 subject to AGI § 1,000.00 subyect to AGI
HSA - Single % 3,600.00 $ 3,550.00
HSA - Family $ 7.200.00 $ 7.100.00
HSA - Catch up 55+ $ 1,000.00 $ 1,000.00
Health Flex Spending $ 2,750.00 $ 2,750.00
Dependent Care Flex Spending % 5,000.00 $ 5,000.00
General S 00300 per mile 3 0.575 per mile
Medical/Moving % XK PEr mile: % 017 per mile
Charitable 3 300308 per mile £ 0.14 per mile

Minnesota and Wisconsin only - other states may vary:

CAFETERIA PLAN - Pretax Federal, State, Social Security, Medicare, FUTA & SUTA

401(K) - Pretax Federal, State, Taxable for Social Security, Medicare, FUTA & SUTA

HEALTH INSURANCE - 2% SHAREHOLDERS - Taxabie for Federal & State onty

PERSOMAL USE OF AUTO - Taxabie for 3l

HEALTH SAVINGS ACCOUNTS - Pretax Federal, State, Social Security, Medicare, FUTA & SUTA
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Pandemic and Payroll

Families First Coronavirus Response Act — FFCRA

Emergency Paid and Sick Leave Act — EPSLA
https://hawkinsashcpas.com/ffcra-paid-leave-payroll-calculator/

Qualified Sick Leave Wages — employee sick (EPSLA)

1. Quarantine or isolation order by Fed or state

2. Self-quarantine due to advise by health care provider

3. Experiencing symptoms and seeking a medical diagnosis
Up to 2 weeks (80 hrs) paid sick leave at regular pay rate up to $511/day, $5110 total

Qualified Family Leave Wages — employee is required to care for someone else (EPSLA)
1. Caring for person under quarantine (defined in #1.) or self-quarantined
2. Caring for child because school closed, child care unavailable due to Covid-19 precautions

3. Experiencing substantially similar condition specified by Secretary of Health & Human
Services in consultation with the Secretary of the Treasury and Secretary of Labor
(currently none)

a. Employer cannot require to use PTO, can allow him to

Up to 2 weeks (80 hrs) @ 2/3 paid sick leave up to $200/day, $2000 total

HAWKINS|ASH
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Pandemic and Payroll

FFCRA continued

Emergency Family and Medical Leave Expansion Act (expanded
FMLA)

Employee unable to work due to caring for child because school or place of
care closed, child care unavailable due to Covid-19 precautions

1. Employee must have been on the job at least 30 days

2. First 10 days can be unpaid or paid if using emergency paid sick leave
provision

a. The employer may require employee to use accrued PTO

Up to 10 week’s pay of at least 2/3 employees usual pay up to maximum of $200/day,
$10,000 total

HAWKINS|ASH
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Pandemic and Payroll

FFCRA continued
« Employer

— Fully refundable tax credit equal to the required paid sick leave
— Not subject to ER share of SS (6.2%); if maintaining health insurance
coverage on EE, include cost of health care plus ER Medicare tax as part of
credit
« Total (ER and EE pre-tax) cost of health insurance (average premium
for all employees covered); if EE portion after-tax, don’t count
— ER contributions to HSA do not count
— ER contributions to HRA or health FSA do count
— Can pay leave after the fact as long as leave occurred between 4/1 — 12/31
— Accrual basis for leave payments (if paid in January for Dec wages, can
take credit)
* Employee
— Sick leave wages are taxable income, not excluded as qualified disaster
relief payment
— FFCRAwages are considered wages for retirement contributions

HAWKINS|ASH
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Pandemic and Payroll

FFCRA continued

* Receive the credit by:
— Reducing your 941-EFTPS payment
— Filing Form 7200 to receive advance
— Claiming a refund on Form 941

HAWKINS|ASH
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FFCRA Example

FFCRA Emergency Paid Leave Payroll Calculator
For eamings from 4/1/20 - 120120
Effgctive Apni 1. 2020, amployers with leas than 300 employees are required 1o comply with the Families Firaf Conranaiins |
Act (FFCRAJ. This includes hoth emargency pawd sick leave (EPSLA) and paid leave under the Emerpency Family and Medical Leave
Erpansion Act {EFMLA), uniess srempled

Sally was fold bo self.quarantine by her dochor for 4 days (she works B hours per day)
Sally's hourly sabe e

Sally's ¢ 1 of heallh i e is S145.77 Ih [Fhe bl e sl hens b e @ pee-dax plan lo gel cndil
Emplayes Mami: Sally Examphy
i oy ool

Reason Tor Qualfied Sick Leave related to COVID.19 (answer Yis 1o only one):

MO 1 Employes’s Gan QUARNGNG of IS0LAoN 0rder UNGer Toderal, State of ICal L
Wod 7 Empkiyed’s sH-QUILINGNG 3% viSed by 3 RSB Care provider

No 3. Employes is expenencing symploms and seeking a meacal dagnosis

No 4, Employes & Caning far anoMor Indiidual Subyect 16 QUARANGING of IS0LA0N o

NG 5 Empiloyes & caning o on of daughter 38 3 resull of the ChikTs school closing or Gor child care Unavallabie
No_ & Cumently N/A

Ho 7. Expanded Family Medical Leave (see below)

Calculate Daily Qualified Leave Amount:
i B 240

480 00 Empiloyes™s qualified sick pay
5 1500 Regular rate of pay (hourty rate). must be 3t of above minimum wags
3200 Hours of quakhied sick Wave ermployee 1o be pasd this payion
200 % of days of qualied sick lave this pay pencd

It employee covered by a qualified group health plan, complete the following:
5 4TE Cualied group health plan expenses alocabed per day

Raason
1.2.3 _§_ 450.00 Up o $511iday (55110 totall: may not excesd 10 workdays of 80 hours
Reason

4.56 _§ 32000 213 of empioyee’s regular pay. up to 5200¢ay (52,000 total); may not exceed 10 workdays or 80 hours

HAWKINS|ASH
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Pandemic and Payroll

Qualified Family Leave (up to 10 weeks expiring on December 31, 2020), first 10 days may be unpaid:
BOTH of the following must apply:
A. Employee must be employed for at least 30 days
Employee is caring for his/her sen or daughter as a result of the child's school closing or other child care being unavailable
B. due to COVID-19
Employee's daily paid leave amount for reasons A - B above, 2/3 of employee's regular pay, up to $200/day
$  320.00 ($10,000 total); may not exceed 10 weeks

941 Credit
Wﬂ,ﬂﬂ Total amount of Emergency Paid Sick Leave
s - Total amount of Expanded FMLA Paid Leave
3 19.12 JHealth Insurance allocation
$
$

696 JEmployer's share of Medicare Tax
506.08 JTotal credit to be taken on 941

If your payroll sofiware is unable to calculate the social security portion of the credit, please use the tofal below:
$ 29.76 [Employer's share of Social Security Tax
§ 53584 [Total credit fo be taken on 941

If Sally gets paid bi-weekly and had 48 regular hours, she would get paid for 80
43 regular hours + 32 FFCRA pay = 80

If the employer's 941 payment for this pay peried is $22,550.00, short payment by $504.08 and pay 522,043.92
$22,550 - $506.08 = $22.043.92

Subject 1o change as additional guidelines are published

https: dol. ies/whd/pandemic/ffcra-question:
https://www irs gov/newsroom/covid-19-related-tax-credits-for-required-paid-I provided-by Il-and-mid b a0s

HAWKINS|ASH
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Pandemic and Payroll

FFCRA continued

e Form 941

— Report qualified sick leave/family leave wages on line 5a(1) and
5a(ii); remove these wages from box 5a (they are exempt from
SS tax)

Column 1 Column 2
5a Taxable social security wages . . 603,168.40 |x0.124= 74,792.88
5a (i) Qualified sick leave wages . . 1,420.00 |x0.082= 88.04
5a (ii) Qualified family leave wages . x 0.062 =
5b  Taxable social security tips . . . x0.124 =
5¢  Taxable Medicare wages & tips. . 604,588.40 |, p0020= 17,533.06

— Worksheet 1, complete step 1 and 2 to determine if you report on
line 11b for only nonrefundable portion or if you have a carry
over to report on line 13c for refundable portion (next page)

HAWKINS|ASH
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Stept, Dtuming the employer share of socia sesurity amteitis Foem b974
and any cred 10 be claimed on Form 5884-C
18 Enter the amount of sooal stouity W o Fom S11. Part 1. bne 5, cokmn2 ... T
® al waerity i fram Pt 1, I b, estumn 2 b
le Agdliestaans e ... - [
1 Ml bno e by S0 (0,500 i
1e HycuTe s mirdparty paye of ot an agantapohn ik el o
e ] 5 e kv, Gt Syl S o A2 Sy bk st
o Foem 041, 3art 1, bea  (omer a8 possivn rumoor) i
" Sutrrarct I lu'mnlwu il "
19 wtor o
e v S s ™
1 Employer share of social security tax, Add bnes 1F e 1g W A7186.44
1 Enter the amount iom Form 541, Part 1,line 113 fored om Form 8974) ... 1)
N mwmunmmwmmm.umu or s quaher ... |
1 Tatal nonretund share
T e T e T
1 Empleyur share of sesial securhy tax remalnings Sutact ine Th .
Wombne TR mr ....... s u 37306.44
Step 2 Figure the siek and family beave eresit
a Duslfied sick leave wages reptod on Feom 341, Part 1, Ine Sl eshenn 1 ...
20} Gualed sk eave wagos inchudad on Ina s, but nat eduded on Form 841, part 1,
Sai), coume
Soviy ol as.
240 2
® "
i 151
e shzk lava wages. Im
J?-sc:mu, [ — - a"
0 Credit for qualified sick eave wages. Add lnes 20l 20, and 2c . 24 _1668.39
Be  Cusiedtamiy leave wages reporiod on Fomm 941, Part 1, Ine Sace, coumn 1 -
o0y Cusles ran wa =Lk.{|m|mu‘l £ 6k incuded on Fors i
un.sq.mlu’ T b 1
ity T
200 Tot e iy s g, b s 20 a2y -
] e - 7
S. i 2)
e of Mocarn tax on qualified & umlmumeu r.mm-lm
= Emmus] . b
n o Gredit for qualified family leave wages, Add bnes 2oii), &%, acd 23 . an
a cmhqum«xnwl-mm-nummznwﬂn . # _AEE8,Z3
o
A e rm-m b @y _2668.35
=
Ilmatwlmaummwnwmﬂmrwmwl [T T .0
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Pandemic and Payroll

FFCRA continued
» W-2 reporting — in Box 14 or on a separate
statement
— Must separately report FFCRA including the reason:
« “sick leave wages subject to the $511 per day limit”
* “sick leave wages subject to the $200 per day limit”
— Must separately report EFMLEA including the reason:
* “emergency family leave wages”

» Be aware — employer documentation is different
between DOL and IRS

https://www.dol.gov/agencies/whd/pandemic/ffcra-questions Question #16
https://mww.irs.gov/newsroom/how-should-an-employer-substantiate-eligibility-for-tax-credits-for-

qualified-leave-wages

HAWKINS|ASH
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Pandemic and Payroll

CARES Act — Coronavirus Aid,
Relief and Economic Security Act

» Delayed payment of employer payroll taxes
— Employer portion of Social Security tax (6.2%) due from
3/27/20 to 12/31/20 can be deferred. The extended
deadline for the payroll tax deferral period is:
» 50% of the deferred payroll taxes are due on 12/31/21
e The remaining 50% is due on 12/31/22

HAWKINSlASH
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Pandemic and Payroll

Cares Act continued

* Employee Retention Credit
— Cannot claim FFCRA on same wages

— Cannot claim EE Retention CR if receives Small Business
interruption loan under PPP (Paycheck Protection Program)

» Fully refundable tax credit on 50% of qualified wages,
including health plan expenses

» Wages paid between 3/13/20-12/31/20
» Maximum credit is $5,000/year per employee
» Eligible Employer:

1. Full/partial suspension of operations by order of government
authority due to Covid-19

2. Significant decline in gross receipts
a. Self-employed do not count

HAWKINSlASH
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Pandemic and Payroll

Cares Act continued
* Qualified wages
— Under 100 EEs — wages paid to ANY EE by Eligible Employer
— Over 100 EEs — wages paid to employee who cannot work due
to 1. or 2. above; wages may not exceed what the employee

would have been paid for working the same duration during the
30 days preceding the economic hardship

 Significant decline in gross receipts
— Gross receipts for a calendar quarter in 2020 are less than 50%
of gross receipts for the same quarter in 2019

— Ends with the first quarter that follows the first calendar quarter
that the employer’s 2020 gross receipts for the quarter are
greater than 80% of its gross receipts for the same calendar
quarter during 2019

HAWKINS |ASH
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Pandemic and Payroll

Executive Order — Employee tax deferral

— Allows employee to defer their portion of Social Security tax from 9/1/20 to
12/31/20. Deferred payroll taxes need to be paid back by 4/30/21

— If you've already made the tax payments, you cannot “unpay” by shorting
current/future payments

941 Form
— Report the deferral of the employee with employer (if employer deferred their
|portion via the Cares Act) on line 13b and report only the employee portion on
ine 24

W-2
— Include any wages which you deferred withholding and payment of social
security tax in box 3 and/or box 7
— Do not include in box 4 any amount of deferred employee social security tax that
has not been withheld
— In 2021 when the employee pays back the tax deferral, you will be required to file
a W-2c for 2020 to correct box 4 to increase the amount of the deferral to actual.

Look for more guidance to be released in 2021
HAWKINS|ASH
Partof pows busimss. part of o i | C PA s

Form W-2

8 Employes's social security number | For Official Use Only
| 22222 vaid ] OMB No. 1545-0008
| Employer identiication number (ETN) 1 Viagss, tps, ofher compensation 2 Federal Income tax withheld

& Employer's name, address, and Z1P code 5 Social security wages & Sockal security tax withhaid

5 Medkcare wages and ips & Medicare tax withheid

7 Social securlty tps & Allocated Tps

["d Control number ) [70 Dependent care benefils

12a See instructions for box 12

[ & Employes's first name and initial Last name Suff.| 11 Nonqualiied plans
W me La @

14 Other | | ‘ 12¢ l

.|2ﬂ l

|

18 Local wages, tips, elc. ‘ 18 Local ncome tax | 20 Localfy rame

1 Emplayes's address and ZIP code

[15 Sl Employer's state ID number 16 State wages, ips, =t | 17 Siale income fax

|
L
. W=2 wage and Tax Statement E D L |:|

Send this entire page with

Department of the Treasury—Intemal Revenue Service
For Privacy Act and Paperwork Reduction
Act Notice, se the separate instructions.

Cat. No. 10134D

HAWKINS|ASH

Copy A For Social Security Adr
Form W-3 to the Social Security

: are
Do Not Cut, Fold, or Staple Forms on This Page

Partof pows busimss. part of o i | C PA s
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W-2 General Info

* Will be rejected if:

— Medicare wages and tips are less than the sum of Social
Security wages and Social Security Tips

— Social Security wages and Social Security tips are equal to
zero

— Medicare wages and tips are equal to zero

* Due date for filing with SSA: 2/1/2021

» Extensions are not automatic - may request one 30-day
extension with Form 8809 before due date of form

HAWKINSlASH
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Taxable Wages — Federal

» Federal taxable wages are total wages less Pension-
401K Plan amounts, Section 125 Cafeteria Plan items

» Federal wages go in Box 1 on W-2

Example:

250,000 Wages
(4,800) Section 125 health insurance premiums
(5,000) Dependent care

240,200 Net taxable wages for Medicare
(7,500) 401(k)

232,700 Amount of federal taxable wages

HAWKINSlASH
s i |CPAs
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Taxable Wages — Social Security

* 6.2% is withheld on the first $142,800 of wages
for Social Security in 2020

e Section125 Plan items are not subject to social
security

» Social security wages go in Box 3 on W-2

Example:
250,000 Wages
(4,800) Section 125 Health Insurance Premiums
(5,000) Dependent Care

240,200
142,800 in Box 3 of Form W-2 (maximum for 2021)

HAWKINSlASH
i |CPAs

Taxable Wages — Medicare

e 1.45% is withheld for Medicare — no limit

» Additional 0.9% is withheld from employee for
Medicare for wages over $200,000

» Medicare wages go in Box 5 on W-2

Example:

250,000 Wages
(4,800) Section 125 health insurance premiums
(5,000) Dependent care

240,200 Net taxable wages for Medicare

200,000 taxed at 1.45%
40,200 taxed at 2.35% (1.45=.9)

HAWKINSlASH
i |CPAs
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Form W-2, Box |2 Codes

IUZ( I! KOD

AWK[NS |ASH
iyt et |CPAS

Supplemental Wages — 2021

» Supplemental wages are wages and
payments to an employee that aren’t
regular wages. They include but are not
limited to, bonuses, commissions,
payments for accumulated sick leave,
severance pay, awards, prizes, back pay,
retroactive pay increases, taxable fringe
benefits, expense allowances paid under a
non-accountable plan and payments for
nondeductible moving expenses.

HAWK[NSlASH
i |CPAs
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Federal Withholding on
Supplemental Wages — 202 |

» Supplemental wages combined with regular wages
— If you pay supplemental wages with regular wages but
don't specify the amount of each, withhold federal income
tax like a normal pay period
* Supplemental wages identified separately from regular
wages
— If you pay supplemental wages separately (or combine
them in a single payment and specify the amount of each)
» Withhold at a flat 22%
» Withhold like a normal pay period
» Employee receives more than $1 million of
supplemental wages during the calendar year-
withhold at 37% without regard to the employee’s W-4

HAWKINS |ASH
i re e | CPAS

WI and MN Withholding on

Supplemental VWages - 202 |

Wisconsin
< Withhold like a normal pay period

« Estimate employee’s annual gross salary and apply flat
percentages to the supplemental payments
https://www.revenue.wi.gov/DOR%20Publications/pb166.pdf
Minnesota
» Supplemental wages identified separately from regular wages
— If you pay supplemental wages and list them together on your payroll
records
« Withhold like a normal pay period
— If you pay supplemental wages and list them separately on your payroll
records
« Withhold like a normal pay period

« Withhold like a normal pay period for regular wages and withhold 6.25% on the
supplemental wages

— If you pay supplemental wages separately from regular wages
« Withhold 6.25% on the supplemental wages regardless of withholding allowances

HAWKINSlASH

w busings i |CPAs
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Benefits

HAWKINSlASH

tefpar s | CPAs

401 (k) Deductions

On W-2, 401(k) is not deducted from wages for Box 3 (ss wages), 5
(medicare) and 7 (ss tips); list out total (including catch up amount)
in Box 12 — Code D

Check the Retirement Plan Box in Box 13

401(k) Roth Contributions are after-tax contributions — listed in Box
12 with Code AA

401(k) max deduction is $19,500 for 2020 and 2021 (add’l $6,000
catch up for individuals 50 and over, no change for 2021)

If 401(k) withheld was more than max allowed amount, a refund may
be issued if done prior to year-end

Note — 401(k) and Roth 401(k) combined total may not go over the
max allowed

HAWKINS|ASH
e par s #|CPAs
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401 (k) Codes

Letter Used for: Description:
code:

D 401(k) Elective deferrals to a 401(k) cash or deferred
contributions arrangement, including SIMPLE 401(k)s

E 403(b) Elective deferrals made under a 403(b) salary
contributions reduction agreement

F 408('5)(6) Elective deferrals made under a SARSEP
contributions

G 457(b) Elective and nonelective deferrals made to a 457(b)
contributions deferred compensation plan
501(c)(18)(D) Elective deferrals‘io a Section 501 (c_)(ﬂ 8)(?) tax-

H A exempt organization plan (Included in the "Wages,
contributions ! M )

Tips, Comp." amount in Box 1)

S 408(9) S!MPLE Deferrals made under a SIMPLE IRA plan
contributions
Roth ) .

AA _— Designated Roth contributions under a 401(k) plan
contributions

BB Rolh_ Designated Roth contributions under a 403(b) plan
contributions

Roth Designated Roth contributions under a governmental
EE _— 457(b) plan (a tax-exempt organization’s 457(b) can’t
contributions -
have a designated Roth account)

HAWKINS|ASH
“|CPAs

ur Buusimess. Part of

Form W-2 Box |3
Retirement Plan Checkbox

*  You should check the retirement plan box if an employee was an “active participant” for
any part of the year in:

— aqualified pension, profit-sharing, or stock-bonus plan under Internal Revenue
Code Section 401(a) (including a 401(k) plan).

— an annuity plan under IRC Section 403(a).

— an annuity contract or custodial account under IRC Section 403(b).

— asimplified employee pension (SEP) under IRC Section 408(k).

— a SIMPLE retirement account under IRC Section 408(p).

— atrust described in IRC Section 501(c)(18).

— aplan for federal, state, or local government employees or by an agency or
instrumentality thereof (other than a 457(b) plan).

«  Active participant
— Generally, an employee is an active participant if covered by a:
« defined contribution plan (for example, a 401(k) plan) for any tax year and is
credited with any contributions or forfeitures, or
« defined benefit plan for any tax year that the employee is eligible to participate.

Don't check the retirement plan box if your company only has non-qualified or 457(b) plans.

HAW KINY|ASH
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Flexible Spending Accounts

3 types of FSA's
1. Dependent care assistance
2. Adoption assistance
3.  Medical care reimbursements (health FSA)

» CARES Act allows FSAs to be used to pay for over-the counter
medications without a prescription, including certain menstrual care
products (retroactive to purchases beginning 1/1/20)

» Use or Lose Provision
— Must use by end of plan year or forfeit unspent amounts

» Employer may utilize Carryover or Grace Period option under special rule:

— Carryover option
* Employee may be able to carry over up to $550 of unused funds to the following plan year

— Grace Period option
« Employee has 2 %2 months after end of plan year to incur eligible expenses

—  Cannot do both, have to choose 1 HAWK[NSlASH
o s buingss i |CPAs

Dependent Care

Quallfymg persons:

Qualifying child who lived with you over 6 months (under age 13)
Spouse wasn't physically or mentally to care for self and lived with you for over 6 months

—  Aperson who wasn'’t physically or mentally able to care for self, lived with you over 6
months, was your dependent or would have been your dependent except that they
received gross income of $4200 or more, filed a joint return or could be claimed as a
dependent on someone else’s return

Cannot discriminate
Eligible employees must be made aware of plan

Employer must give employee an annual
statement (Box 10 on W-2 is sufficient)

HAWK[NSlASH

i#|CPAs
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Dependent Care

Box 10 on W-2 — actual amount paid out regardless
if over limit

If amount is over the limit, it is fully taxable and is
included in Box 1, 3, 5 and State Wages (also
taxable for FUTA and SUTA)

Employer’s amount of dependent care spent on
behalf of employees is excluded from income and
counts towards the limit

— Amount cannot exceed $5,000 per year ($2,500 for married filing
separate)

Expenses are for when incurred not when paid

HAWKINSlASH
i |CPAs

Adoption Assistance

For 2021, the maximum amount of an employer

subsidy for qualified child-adoptions expenses that

can be excluded from an employee’s gross income

is $14,400

— Excludable reimbursements must be “necessary and
reasonable expenses” related to adopting a child

— Phase out with modified adjusted gross income higher
than $216,660

HAWKINSlASH

i |CPAs
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Health Ins Premiums on
2% (and over) Shareholders

* The amount of the premiums must be
considered wages subject to federal and
state income tax withholding

» These premiums are not subject to Social
Security, Medicare or unemployment taxes

» However, health insurance provided solely to
2% or more shareholder of S-Corps, not to
other employees, does not qualify to the FICA
exemption and is subject to SS, Medicare
and unemployment taxes

HAWKINS'ASH
i |CPAs

Health Savings Accounts — HSA

» Contributions (employee and employer) are used
to pay current or future medical expenses of the
account owner, his/her spouse, and any qualified
dependent.

» Employee must be covered by a High Deductible
Health Plan (HDHP) and not covered by other
health insurance (exceptions-see section
223(c)(3))

* Pre-tax to employee

» Partnerships and S-Corps — not eligible for pre-tax

salary reduction; employer contributions treated as
distribution or guaranteed payment

HAWKINS'ASH
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Health Savings Accounts — HSA

 HDHP must have the following:

Deductible at Max out of Employer tax free

least pocket contrib max *
Single 1,400 6,900 3,550
Family 2,800 13,800 7,100

* increased by $1,000 for employee over 55

HAWKINSlASH

i |CPAs

Fringe
Benefits

HAWK[NSlASH
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Employer Provided Vehicles

» Personal use is commuting to/from work, trips not
related to work, used on vacation, used by someone
other than employee

» Personal use of vehicle is subject to federal, social
security and medicare taxes. Also subject to FUTA
tax.

* Reported on W-2 box 1, 3, 5, 16 and 14 (other)

» Employee must substantiate (track) mileage
between business and personal usage

e Or full use of vehicle can be included in the
employee’s income by using 1 of 4 valuation

methods HAWKINS|ASH
CPAs

Valuation Methods

e See Publication 15-B
— http://www.irs.gov/publ/irs-pdf/p15b.pdf
* General Valuation Method

— Cost the employee would incur to lease the same
vehicle in same geographic area

e Special Valuation Method
— Cents-Per-Mile valuation
— Annual lease valuation
— Commuting valuation

HAWKINS|ASH
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Commuting Rule

» Employer can value PUA (personal use auto) at
$1.50 for each one-way commute.

» Can use this method if the following conditions are
met:

— Employer owned vehicle is provided to employee for
company business

— Employer requires employee to commute in the vehicle

— Employer must have written policy prohibiting employee
from personal use other than commuting

— Employee doesn’t use vehicle for personal purposes

— Employee is not a control employee, director, elected
officer with wages of $115,000 or more, an employee with
wages of $230,000 or more, owns 1% or more equity,
capital or profits interest in the business

HAWKINS|ASH
Buusine IC]‘AS

Cents-Per-Mile Method

e Cannot use if the vehicles value when it is made available to employees is more
than $50,400
« FMV for personal use is determined by using standard mileage rate of $0.575 per
mile in 2020, this includes the costs of maintenance, insurance and fuel. If you
don’t provide fuel to your employees, you can reduce the rate by $0.055 per mile.
2021 standard mileage rate not yet published
To use this rule, one of the following conditions must be met:
1. You expect the employee to regularly use the vehicle for business throughout the
year.
— At least 50% of the total mileage each year must be for business.
— The vehicle is generally used each workday to transport at least three
employees to and from work, in an employer-sponsored commuting pool.
2.  The mileage test is met.
— The vehicle is driven by employees at least 10,000 miles per year (business
and personal combined)

— The vehicle is primarily used by employees HAWKINS |ASH
e #|CPAs
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Cents-Per-Mile continued

Consistency requirement:

1. You must begin using the cents-per-mile rule on the first day you make the
vehicle available to any employee for personal use *

2. You must use the cents-per-mile rule for all later years in which you make
the vehicle available to any employee and the vehicle qualifies *

3. You must continue to use the cents-per-mile rule if you provide a
replacement vehicle to the employee (and the vehicle qualifies for the use of
this rule) and your primary reason for the replacement is to reduce federal
taxes

* See publication 15-B for issues related to commuting rule

¢ Items included in cents-per-mile: maintenance, insurance and fuel; if you
don't provide fuel, reduce the rate by no more the $0.055 cents

HAWKINSlASH
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Annual Lease Valuation

* FMV is determined by multiplying the annual
lease value of the car by the percentage of
personal miles driven.

— Determine FMV of vehicle as of the first day it was
made available to any employee for personal use.

e The FMV of an automobile is the amount a person would pay
to buy it from a third party in an arm's-length transaction in
the area in which the automobile is bought or leased. That
amount includes all purchase expenses, such as sales tax
and title fees.

— Use the IRS Annual Lease Value Table

HAWKINS |ASH
w busings i#|CPAs
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Annual Lease Valuation

— Calculate percentage of personal miles driven.

— Multiply the annual lease value by the % of personal miles
» Personal miles/total miles = % of personal miles driven
« If you provide the fuel, you must add $.055 per mile

» Any use of a company-provided vehicle that isn't substantiated as
business use is included in income

» Consistency requirements:

You must begin using this rule on the first day you make the automobile available
to any employee for personal use *
You must use this rule for all later years in which you make the automobile
available to any employee *
You must continue to use this rule if you provide a replacement automobile to the
employee and your primary reason for the replacement is to reduce federal taxes

* See publication 15-B for issues related to commuting rul

HAWKINS|ASH
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IRS Annual Lease Value Table

IRS ANNUAL LEASE VALUE TABLE

Automobile Fair
Market Value

$ 0-999
1,000 -1,999
2,000 - 2,999
3,000 - 3,999
4,000 — 4,999
5,000 - 5,999
6,000 - 6,999
7,000 - 7,999
8,000 - 8,999
9,000 - 9,999
10,000 - 10,999
11,000 -11,999
12,000 - 12,999
13,000 - 13,999
14,000 — 14,999
15,000 - 15,999
16,000 — 16,999
17,000 - 17,999
18,000 — 18,999
19,000 - 19,999
20, 000 — 20,999
21,000 — 21,999

Annual Lease Value

$ 600

850
1,100
1,350
1,600
1,850
2,100
2,350
2,600
2,850
3,100
3,350
3,600
3,850
4,100
4,350
4,600
4,850
5,100
5,350
5,600
5,850

Automobile Fair
Market Value

22,000 — 22,999
23,000 - 23,999
24,000 — 24,999
25,000 - 25,999
26,000 — 27,999
28,000 — 29,999
30,000 - 31,999
32,000 - 33,999
34,000 — 35,999
36,000 — 37,999
38,000 — 39,999
40,000 - 41,999
42,000 — 43,999
44,000 - 45,999
46,000 — 47,999
48,000 - 49,999
50,000 — 51,999
52,000 - 53,999
54,000 — 25,999
56,000 — 57,999
58,000 — 59,999

Annual Lease Value

$6,100
6,350
6,600
6,850
7,250
7,750
8,520
8,750
9,250
9,750
10,250
10,750
11,250
11,750
12,250
12,750
13,250
13,750
14,250
14,750
15,250

For Vehicles having a fair market value in excess of $59,999, the annual lease value
= (0.25 x the auto’s fair market value) + $500

https://www.irs.qgov/publ/irs-pdf/p15b.pdf

HAWKINS|ASH
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Example of Personal Use of Auto Calc

=) E C [u] E F G H |

1 PERSONAL USE OF AUTD
2014 Toyota

2 Tundra 2019 Ram 1600 207 Ford FI50 2020 Cordetke TOTALS
3 I Diate placed in service BiZ2014 T2 THHZMT 1242019 | .|
4 |Cost 1600000 4965000 F 2480000 ¢ 9322000
8 |FMY $ 1500000 % 4365000 % 2460000 & S3z2000
T |Busingss miles 4533 E,080 &,000 2,000 D + 93220
& | Personal miles E.000 2,000 2530 o #0.25
9 | Total miles 10533 4,080 Ta30 2,700 23,306
10 F + 500
| Annual leaze value 3 4380 % 12750 % GEOD 23805 fe—m————— 23,805
12 | Days available 365 365 365 26 WATCH# OF DAYS
13 | Personal use = BE.SEx kR livd 2360 25,93
14 | Personal annual lease value % 247792 % 422652 % 221752 % 42272
15
16 | Fuel provided 0.055 0.055 0.055 0.055
17 | Per mile walue [pers miles & 055]  § 23000 4 1ER0D % 12908 ¢ 3850
18 | Personal use subtotal ¥ 280793 % 439152 # 230668 % 46122 0034 -
1 E BT
20 | Gross up For payroll (if needed): +. 9235
21 | Gross Income [pers used 3235) $ 304053 4 475630 % 255150 % 49342 §  108TIE 3§ SRS
22 | Social zecurity wih [6.23] 188.51 294.83 158.22 3096 B72.52
23 | Medicare wih [1.455) 4409 E2.95 a7.00 724 167.28
24 | Met [should = pers use subtatal] ¥ 280793 % 439152 § 230668 % 46122 100734
25
26 | AU T ay ermpricines i o il e Cier e st e ot T - R0 s agitestmren sl Calz of 341 deposit if grossing up
27 | meed fo e madle fo sontisd Seannity sithioiaing smd emriomer mstok 134508 Soc Soc [#2)
28 | ST W B e e el it o o o e e, R A R = ST 3468 Medicars [22]
29| Hrm e s empdovee witbiolling ol ine empiover malehi 1E69.62 941 deposit

Group Term Life Insurance

» Non-taxable for the first $50,000 of coverage if:
— Provides a general death benefit that is not includable in income

— Provided to a group of employees of more than 10 (even if not
all employees choose the benefit); see Pub. 15-B for exceptions

— Provides an amount of insurance to each employee based on a
formula that prevents individual selection

— Provided under a policy that the employer either directly or
indirectly carries.
e Amount over $50,000 (reduced by any employee after-tax
payroll deductions) IS taxable income
— Taxable for Social Security and Medicare

— Taxable for Federal Withholding but employer does not have to
withhold

— Non-taxable for FUTA & SUTA

HAWKINS|ASH
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Group Term Life Insurance

* W-2, Box 12 with the Code C
» Nondiscrimination testing required

e Prorate the cost if less than a full month of
coverage

» 2% S-Corp shareholders — all included in wages

Non-taxable to employee when:

— The beneficiary of the policy is the company for the entire
calendar year

— The beneficiary of the policy is a charitable organization
for the entire calendar year

— The employee terminates during the year due to a
permanent disability

HAWKINSlASH
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Group Term Life Insurance

o Calculating Excess GTL

1. Determine excess over $50,000 (to the nearest
$100)

2. Divide excess by $1,000
Determine employees’ age as of 12/31

4. Multiply rate found in IRS Publication 15-B (next
slide) by amount in Step 3

5. Deduct any after-tax employee contributions

w

HAWKINSlASH
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Group Term Life Table

e Cost per $1,000 of protection per 1 month

Age

Under25 . _ ... ... ... ......

25through29 . ... ... ... ....

30through34 . ... ... ... ....
dsthrough39 . ... .. ..._...
40through 44 . ... .. ... . ...
45through49 . ... .. ..._...
S50through 54 . ... ... ... ....
55 through39 . ... ... .......
60 through&d . ... ... ... . ...
65 through®&9 . ... ... .......
Toandolder ... ............

Cost

............... % 0.05
................ 0.06
............... 0.08
............... 0.09
............... 0.10
............... 0.15
............... 0.23
............... 0.43
............... 0.66
............... 1.27
............... 2.06

HAWKINS|ASH
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Group Term Life Calculation

A B C D E F
GT Life Ageat |Employee
1 | Employee |Insurance |12/31/19 |Pays per Yr
2 Tom 200,000 45 100
3
4 Step Lt Step2:  Step 3:
5 200,000 150,000 0.15 cost from chart
6 (50,000) +1,000 _~x150 from step 2
7 150,000 150 22.5
8 x 12 # of months covered
g 270 yearly cost of coverage
10 (100) employee paid portion
11 170 include in Tom's wages
12

HAWKINS|ASH
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Spouse-Dependent GTL Ins.

* Non-taxable if under $2,000

— May be taxable (including the first $2,000) if over
$2,000

— In some cases, an amount greater than $2,000 could
be considered a de minimus benefit (if the cost of
insurance over the amount the employee paid for it
on an after tax basis is so small that accounting for it
is unreasonable or administratively impracticable)

» Calculated based on the age of the
dependent(s)

HAWKINSlASH
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GTL - Former Employees

* When GTL over $50,000 is provided to an
employee (including retirees) after his/her
termination, the employee share of FICA on
that period of coverage is paid by the former
employee with his/her personal tax return and
isn’t collected by the employer.

* The employer must pay the employers share of
FICA

* Uncollected amounts go on W-2, box 12,
codes M and N

HAWKINSlASH
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Gross Up For Payroll Purposes

» Below Social Security Limit

— Current Social Security rate is 6.2% and Medicare
rate is 1.45%; total FICA rate is 7.65%; Subtract the
total rate from 100 = 92.35%

— Divide the desired net pay by 92.35%
» Over Social Security Limit

— Subtract 1.45% Medicare rate from 100. Medicare is
the only tax withheld on a FICA only check where
employee is over Social Security limit

HAWKINSlASH
s i |CPAs

Adding Fringe Benefits to Pay

* If fringe benefits are entered with a regular payroll,
taxes are calculated so it may not be necessary to
gross up

— Federal and State income tax withholding is not required

* If fringe benefits are entered after the final payroll of
the year, it will need to be grossed up for Social
Security and Medicare

— Amount of fringe benefit divided by 92.35% (unless
employee is over the SS limit)

» Verify fringe benefits are added to Box 1, 3, 5, and
16 on W-2 and listed in Box 14 — if not, give
employee separate sheet to accompany the W-2

HAWKINSIASH
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Moving Expenses

» Effective in 1/1/18 (and before 12/31/25),
moving expenses are no longer a tax free perk
from employers and as an above-the-line
deduction.

 Members of armed forces on active duty who
moves because of a permanent change of

station are excluded hitps://www.irs.gov/forms-pubs/about-
publication-3

HAWKINSlASH
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Third Party Sick Pay

* Fully taxable if employer paid or employee paid for
policy with pre-tax dollars
— Nontaxable if employee paid for policy with after-tax dollars
— Partially taxable if cost was split, need to prorate

* If insurer is not preparing a W-2, benefits must be
added to wages
— Record a manual check

— Reported in Boxes 1,3,5 & 16 on W-2 and check Box 13 —
Third-Party Sick Pay

— Check the Third-Party Sick Pay box on the W-3
— Insurer may need to complete Form 8922, Third-Party Sick Pay
Recap

HAWKINSlASH
i i |CPAs
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tplayex Third-Party Responsibilities

Responsibilities

Withheld Employee Taxes

Income No Yes if W-45 is filed
Social Security No Yes
Medicare No Yes

Deposit Employee Taxes

Income Nao Yes—using Third-Party EIN

Social Security Na Yes—using Third-Party EIN

Medicare No Yes—using Third-Party EIN
Deposit Employer Taxes

Social Security Yes—using Third-Party EIN No

Medicare Yes—using Third-Party EIN No

FUTA ‘Yes—using Third-Party EIN No

Report Employee Wage and Taxes on Form 941

Income Report Taxable Wages Report Taxable Withheld
Social Security *Repori Taxable Wages *Repori Taxable Wages
Medicare *Report Taxable Wages *Report Taxable Wages

* Adustmant o Lisa 8 for ampicyos faus duposited b hird party. | * Adjestmant on Ling § for amplopar koes depasiad by anpicpar.

Report Employee Wage and Taxes on
Form W-2*

Income Yes No—File Form 8922
Social Security Yes MNo—File Form 8922
Medicare Yes No—File Form 8922
*Sae the insuchions earlier i operofing under the Opfional nide for Form W2 Part of your busimcss. Purtfyour e | C PA s

Education Assistance

» Taxable unless provided under an EAP
(Educational Assistance Program which is a
separate written plan of an employer for the
exclusive benefit of its employees)

— Has a reasonable relationship to your business, or
— Is required as part of a degree program

« Any amount over $5,250 per year without an
EAP is considered taxable income UNLESS the
benefit is a working condition fringe, job-related
(see Pub. 15 for details)

HAWKINS|ASH
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Education Assistance g

 CARES act has expanded the definition of
“educational assistance” to include direct
employer payments towards student loans for
Non-Job-Related education

— Payment by employer of expenses incurred by or on
behalf of an employee for education of the employee

HAWKINSlASH
i |CPAs

Business Travel Expenses

* Only non-taxable if under an accountable plan

* An accountable plan must meet these
requirements:
— The expense must be business related

— Substantiation - proof of amount, time and place
within a reasonable period of time (or per diem
arrangement)

— The employee must return any advances that exceed
the employee’s substantiated expenses.

HAWKINSlASH
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Business Travel Expenses

» Per-Diem allowance for traveling each day is
non-taxable
— Allowance amount is deemed substantiated as long
as it does not exceed IRS-established federal per-
diem rates — if exceeds these rates, overage is
taxable
» Federal per-diem rate is a combination of the
federal lodging expense rate and the meal and
incidental expense rate (M&IE) for the locality of
travel in the continental US (CONUS)

» Go to https://www.gsa.gov/travel/plan-book/per-
diem-rates for more information
HAWKINSIASH
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Business Travel Expenses

» Mileage reimbursement is non-taxable up to the
federal business standard mileage as long as it
IS substantiated

* Mileage rate for 2020 is $0.575 per mile (2021
rate is not yet available)

« Any reimbursement over the federal rate is
taxable income; an employer is allowed to pay
under the federal rate

HAWKINSlASH
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Loans to Employees

 If loan made at interest rate below the
applicable federal rate (AFR), the difference is
taxable on any day that the outstanding loans
are more than $10,000
— Taxable amount is subject to SS, Med, FUTA, SUTA
and also included in box 1 of Form W-2
— The AFR can be found at:
https://apps.irs.gov/app/picklist/list/federalRates.html
« If loan is forgiven or cannot be repaid, then the
remaining loan balance is taxable income to
employee in the year forgiven

HAWKINS|ASH
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Prizes and Awards

* Awards and prizes are generally included as
iIncome with certain exceptions:

« Achievement awards ,
— Length of service award
— Safety achievement award

 Limit of $400 for awards that are nonqualified
plan awards (written plan)

 Limit of $1,600 for all awards in a calendar year,
whether or not qualified

HAWKINS|ASH
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Prizes and Awards

e Achievement Awards

— Given to an employee for length of service or safety
achievement

— Award is tangible personal property (not cash or cash
equivalent, stocks, vacations, meals, lodging, or tickets)

— Award is given in a meaningful presentation
— Award is not disguised as compensation
* Length of service award is excluded from income if:

— The employee receives the award after five or more years
of service employment

— The employee didn't receive another length-of-service
during the same year or in any of the prior 4 years

HAWKINSlASH
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Back Pay and Legal Awards

» Back-pay awarded to a taxpayer constitutes
wages and is reportable on Form W-2 in the
year paid

» Awards for punitive damages, nonphysical injury
or sickness, discrimination or defamation is
considered income but are reported in Box 3 of
Form 1099-MISC (see instructions for 1099-
Misc for more information)

HAWKINSlASH
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Jury Duty Pay

* Any pay by employer above and beyond
payment from the courts is taxable

 If employer requires employee to turn over jury
pay, only the difference between amount paid
and turned over is taxable

HAWKINSlASH
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Tips

» Taxable income (does not include allocated tips
which are reported in box 8 of W-2)

« Earnings of $20 a month in tips must be reported by
employee to employer by the 10" of the next month
(or more often if employer requires)

— Reported on Form 4070 or similar statement

» Service charges are not tips but are wages; these
charges are added to a customer’s check without
the customer having a right to determine the “tip
line”. Some examples are:

— Large dining party automatic gratuity

— Banquet event fee - Cruise ship pkg fee
— Bottle service chg - Hotel room svc chg
HAWKINSIASH
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Wages Paid After Death

» Employee dies before cashing check

— Employer should reissue check to employee’s personal
representative

— Wages and withholdings are reported on deceased W-2
» Check state law before reissuing check

» Wages paid in same year as death

— Wages are only subject to FICA, FUTA and SUTA and should be
reported on deceased W-2, boxes 3 through 6

— Issue 1099-MISC, box 3, for taxable income in the name of
beneficiary. The federal taxable income is not reported on Form
W-2, Box 1
» Wages paid after year of death

— Exempt from payroll taxes. Form W-2 is NOT completed. The
entire payment should be reported on 1099-MISC, box 3, in the
name of beneficiary

HAWKINSlASH

i i |CPAs

WI Wages Paid After Death

Wisconsin Chapter 109.03
3) PAYMENT UPON DEATH OF EMPLOYEE.

(a) In case of the death of an employee to whom wages are due, the full amount
of the wages due shall upon demand be paid by the employer to the spouse,
domestic partner under ch. 770, children, or other dependent living with the
employee at the time of death.

(b) An employer may, not less than 5 days after the death of an employee and
before the filing of a petition or application for administration of the decedent's
estate, make payments of the wage due the deceased employee to the spouse,
domestic partner under ch. 770, children, parents, or siblings of the decedent,
giving preference in the order i listed.

(c) If none of the persons listed in par. (b) survives, the employer may apply the
payment of the wage or so much of the wage as may be necessary to paying
creditors of the decedent in the order of preference prescribed in s. 859.25 for
satisfaction of debts by personal representatives.

(d) The making of payment in the manner described in this subsection shall
discharge and release the employer to the amount of the payment

HAWKINSlASH
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MN Woages Paid after Death

« Payments made following the date of
death are reported on Form 1099-Misc to
deceased employees’ survivors or estates

» Payments prior to the date of death are
reported on Form W-2

HAWKINS'ASH
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W-2s

o February 1, 2021- due date for filing 2020
Forms W-2 and W-3 with the SSA (via paper
forms or electronically)

* You may request one 30-day extension to file
with SSA by submitting Form 8809 by 2/1/21

 MN and WI must file electronically if filing over

10 forms
&
ot

ATE /

HAWKINSlASH
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Year End Reconciliation

Payrall Reconciliation

2020
line #_Column # Form 841 atr1 atrz atr3 atrda Total W-3 Amount
2 Wages, Tips, Other Comp 58513327 56117079 62853045  160,13523  2,034,369.74 Box 1
3 Federal Income Tax w/h 71,846.00 6345000 6919100 1300300  217,499.00 Box2
sa 1 Taxable SSWages 737,64123 60316840 60120267 15582619  2,097,638.49 Box 3
sa 2 Tasable S5 Wages (tax) 8144271 7479288 7454913 1370654 26049126
Sali 1 Quailfied Sick Leave Wages 142000 46810 603753 12,085.63 Box 1
Sall 2 Qualified Sick Leave Wages (tax) 88.04 286.94 37833 74931 Bax 13
Sa(il) 1 Qual Famiy Leave Wages - Box 14
Sail 2 Qual Family Leave Wages tax) - Box 1
o 1 Taxable 53 Tips - Box7
B 2 Tarable S5 Tips () -
= 1 Taxable Med Wages & Tips 73744123 GO458840 67450365 17210372  2,188,637.00 Box 5
Sc 2 Taxable Med Wages & Tips (tax) 21,385.80 1753306 1956061 439101 6347048 * BoxB(12)
sd 1 Subjectto Add] Medicare wih -
sd 2 Subectto Addl Medicars whn (t) - Box 6
A0TKARA (+ Fed Wages) 52,307.36 4341761 4597320 1196849 218863700 * =Med Wages
153,667.26
S-Com Health - - - - -t =Medwages
Group TermLife - - - - -
UC-101 Total Covered Wages (Line ) 73744123 60458840 67450365 17210372 218863700  =Med Wages
3385135 2845905 3219145 763302 10213487 Box 17
Box# W-3amount__Difference
1 203496974
2 217,498.00
3 210972412
s 13080290
5 2,188637.00 -
E 31,735.21 o)
: : H AW K I NS |ASH
15 203436874 .
17 102,134.87 - R — ICI‘A\

Check List Prior To Processing First
Payroll In 202 |

Enter the 2021 State Unemployment rate

Review and enter any changes for the following:
— Health Insurance Premiums

— Health Savings Account(s)

— Pension Plan Contributions

If there are employees who claim exempt from
withholding taxes, make sure a new W-4, WT-4
(WI), W-4MN (MN) is completed

Verify if there are any new benefits being offered
that should be added

Verify the first payroll calculates correctly by
manually calculating payroll taxes

HAWKINS|ASH
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Exempt vs. Nonexempt Employees

Type of employee status under Fair Labor Standards Act
(FLSA)

Exempt employees

— Do not have to be paid minimum wage or overtime

— Employer does not have to keep detailed records of their work

— Bona fide executive, administrative, and professional employees
(broadened to include computer-related professionals), as well as
outside sales employees are exempt ‘white collar’ employees under
FLSA

Nonexempt employees
— Paid at least minimum wage for all hours worked
— Overtime premium for any hours over 40 in a week

https://www.dol.gov/newsroom/releases/whd/whd20190924
HAWKINS |ASH
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Employee vs. Independent Contractor

Employee Independent Contractor

» Employer controls * Individual has written

— When you work contract that states

— How you do it — Length of project
. ' — What happens in the

EmTplcl)yer supplies event project is not

— lools completed satisfactorily

— Know how — No reimbursements for
» Benefits gas or supplies

— Vacation — Pays in his/her own

— Personal Time Off FICA SS and Medicare

— Health Insurance
— Retirement Plan
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IRS Common Law Rules

» Behavioral: Does the company control or have the right to control
what the worker does and how the worker does his or her job?

» Financial: Are the business aspects of the worker’s job controlled by
the payer? (these include things like how worker is paid, whether
expenses are reimbursed, who provides tools/supplies, etc.)

+ Type of Relationship: Are there written contracts or employee type
benefits (i.e. pension plan, insurance, vacation pay, etc.)? Will the
relationship continue and is the work performed a key aspect of the
business?

There is no “magic” or set number of factors that “makes” the worker an
employee or an independent contractor. They keys are to look at the
entire relationship. If still unclear, file Form SS-8, Determination of
Worker Status for Purposes of Federal Employment Taxes and Income
Tax Withholding with the IRS. It can take at least 6 months to get a
determination.
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Relief Provisions
If you have a reasonable basis for not treating a worker as an employee, you may be relieved from having to pay
employment taxes for that worker.To get this relief, you must file all required federal information returns on a
basis consistent with your treatment of the worker.You (or your predecessor) must not have treated any
worker holding a substantially similar position as an employee for any periods beginning after 1977.

Department of the Treasury
A

Section 530 provides |
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Section
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K
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Independent Contractor

» Have contractor complete a Form W-9

* Request a copy of certificate of insurance for
workers’ compensation and general liability

« If you pay an independent contractor over $600 in a
calendar year, you must issue a 1099-MISC (failure
to do so will result in penalties)

— The penalties are calculated based on when you file the
information return. It ranges from $50 per return to $550
per return.

* If the independent contractor fails to furnish their
taxpayer ID, you must withhold 24% as backup
withholding
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Form W-9

https://www.irs.gov/publ/irs-pdf/fw9.pdf

Give Form to the
requester. Do not
send to the IRS.

Request for Taxpayer
Identification Number and Certification

VR e s AT, e o fequmres] on B W 3 rvo b T b Dl
12 hnmanoss namede egarded ontity name, i difforent from above

cic ordy one of the Tolowing seven boos:

Print or type

Sos Spocific Instructions on page 2.

-
2 2 g spck

m Taxpayer |dentification Number (TIN)

Enber your TIN in the appropeiate box. Th TIN proviced must match the rame given on line 1 1o avoid Soil SRy rEnbar

backup withhalding. For individuals, this is generally your social security number (SSN). However, for a T 1 T 1 T 711
resident alien, sole propristor, or disregarded entity, Ses the Pant | instructions on page 3. For olher - -

entities, it is your employer identification rumber (EIN). ¥ you o not have a number see Howtogers | | | | | | | [ | | | |
TiN on page 3 or

Note. H the account is in mare than ons nams, ses the nstructions for line 1 and the chart on page 4 for | Employer identification rumber

guidaelines on whase rumber 1o snter | [ I
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Wisconsin Independent Contractors

Nine Part Test

The state of Wisconsin uses a strict nine-point test to determine
whether a person is considered an independent contractor rather
than an employee for purposes of workers' compensation. A
person must meet and maintain all nine of the following
requirements to be exempt from such coverage as an
independent contractor (WI Gen. Stat. Sec. 102.07):

1.
2.

Maintain a separate business

Maintain a Federal ID# OR have filed business or self-
employment income tax returns with the IRS based on the
work or service in the previous year. A Social Security #
cannot be substituted for an FEIN and does not meet the
legal burden of Section 102.07(8), Wis. Stats.

Operate under specific contracts
Be responsible for operating expenses under the contracts

HAWKINSlASH
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Be responsible for satisfactory performance of the work under the
contracts

Be paid per contract, per job, by commission or by competitive bid
Be subject to profit or loss in performing the work under the contracts
Have recurring business liabilities and obligations

Be in a position to succeed or fail if business expense exceeds
income

https://dwd.wisconsin.gov/worker classification/wc/ninepart/
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Minnesota Independent
Contractor Tests

» Five-factor test concerning employee, independent contractor

characterizations:
1. The right to control the means and manner of performance
2. The mode of payment
3. The furnishing of tools and materials
4. Control over the premises where the work was done
5. The right of discharge

» Independent contractor in construction

— must meet a nine-factor independent contractor test

» Independent contractor in the trucking and messenger/courier

industries
— must meet a seven-factor test
https://www.dli.mn.gov/business/workers-compensation/work-comp-

ndependent-contractor-or-employee
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Form 1099-MISC

Report payments made in the course of your business or trade;
personal payments are not reportable.
At least $600 in:

— rents;

— services performed by someone who is not your employee;

— prizes and awards;

— other income payments;

— medical and health care payments;

— crop insurance proceeds;

— cash payments for fish (or other aquatic life) you purchase from
anyone engaged in the trade or business of catching fish;

— generally, the cash paid from a notional principal contract to an
individual, partnership, or estate;

— payments to an attorney; or
— any fishing boat proceeds
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Form 1099-MISC

Forms 1099-B, 1099-S and 1099-Misc with
amounts in box 8 or 10 only, are due by 2/1/21

Forms 1099-NEC are due by 2/1/21

Most other payments, 1099 series forms are due
to the IRS by 3/1/21 for paper forms, 3/31/21 for
electronic forms
An automatic 30-day extension may be requested
by using Form 8809, EXCEPT for Form 1099-

NEC.
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Form 1099-NEC

?].?L

VOID COHHkCTED

F‘AYERS
ol ¢ :1 :Up

PAYER'S TIN

REGIPIENT'S name

Street address (inchuding apt. no.)

c[yall state or proy antry, ZIP

RECIPIENT'S TIN

e, country, and ZIP or foreign postal code

OMB No. 1545-0116

2021

Form 1099-NEC |

Nonemployee
Compensation

ithheld | 6 StaterPayer's state no,

m1099-NEC

Cat. No. 72580N

1099NEC

Department of the

- Intemal Revenue Servic

r=.gov/Form
Do Not Cut or Separale Forms on This Page - Dn Nm Cut or Separale Fnrms on Th\s Page
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When to use 1099-NEC

* You made the payment to someone who is not
your employee of at least $600 (including parts
and materials)

* Payments to an attorney (fees)

» Cash payments for fish you purchase from
someone engaged in the trade or business of
catching fish

https://www.irs.gov/pub/irs-pdf/i1099msc.pdf

HAWKINSlASH
i |CPAs

Payments to Corporations

» Generally, payments to corporations are not
reportable. There are other exceptions, see page
2 of https://www.irs.gov/publ/irs-pdf/i1099msc.pdf

— Payments to attorneys for settlement agreements (box 10)

— Legal fees for services - Form 1099-NEC

— Medical and health care services (box 6)

— Substitute payments in lieu of dividends or tax-exempt interest (box 8)
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Affordable Care Act

ACA Employer Mandate

» Applies to All Applicable Large Employers (ALES)

— ALE’s are US employers having 50 or more full-time
employees (or equivalents) in the previous tax year

— Companies that are affiliates or are commonly
controlled are treated as one employer for the purpose
of determining ALE status

* These companies must combine their numbers for the full-time
employee total
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Reporting Requirements for
Organizations

Form 1095-A is issued by exchange https://www.irs.gov/publ/irs-pdf/i1095a.pdf

— Due to IRS and employee by 2/1/21
Form 1095-B is issued by insurance company and small (less than 50 FTE) employers
that are self insured https://www.irs.gov/pub/irs-pdf/i109495b.pdf

— Due to individuals by 3/2/21

— New code G, line 8 to identify an individual coverage HRA
Form 1095-C is issued by employer to the employee of an ALE who is full-time for one or
more months of the calendar https://www.irs.gov/pub/irs-pdf/i109495c.pdf

- 13

Why are these forms required?
— All large employers (over 50 FTE's) are required to offer affordable health insurance to
their employees. These forms help regulate this requirement.
Employers who fail to comply, fail to comply on time, or fail to properly document their
compliance, will face stiff financial penalties. These penalties have gone up as of 2019.
The IRS has clearly indicated that it won’t waive ACA employer mandate penalties.
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Large vs Small Employer

» Large Employer > 50 Full-Time Equivalent
Employees

* Small Employer < 50 Full-Time Equivalent
Employees
— Not required to provide health insurance

How to Determine FTE:

1. Calculate your Full-Time Employees (average 30
hrs/week or 130 hours per month)

2. Calculate your (part-time and seasonal) FTEs (add up
total hours and divide by 120)

3. Add the two numbers in steps 1 & 2

4. Add up the 12 monthly numbers in 3 and divide by 12
« If less than 50, not applicable large employer
« If more than 50, greater than 120 days?

HAWKINS'ASH
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Timeframe

 Employee mandate is gone — no tax
penalty for being uninsured

* Employer mandate is still being enforced
* If you need assistance filing 1095’s, we

are here to help!

— https://hawkinsashcpas.com/services/1095-
landing-page/
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Recordkeeping

» Always keep all documentation for your records
for 7 years in the event of an audit

https://hawkinsashcpas.com/tax-document-retention-guidelines-for-small-
businesses/
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Locations & Phone Numbers
For assistance on year-end questions, ask for an accounting
services associate in the location nearest you

WISCONSIN
* La Crosse 608.784.7737
* Green Bay 920.336.9850
* Manitowoc 920.684.7128
» Marshfield 715.387.1331
» Medford 715.748.2856
* Mequon 262.243.9610
MINNESOTA
* Rochester 507.424.1233
» St. Charles 507.932.3010
e Winona 507.452.8313
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