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Disclaimer

KBST&M has prepared these materials as part of an educational
program. The information contained herein is of a general nature and is
not intended to address the circumstances of any particular individual,
entity or case. While every effort has been made to offer current and
accurate information, errors can occur. Furthermore, laws and
regulations referred to in this program may change over time and
should be interpreted only in light of particular circumstances. The
information presented here should not be construed as legal, tax,
accounting, valuation or investment advice. No one should act on such
information without appropriate professional advice after a thorough
examination of the particular situation.




Today’s Speakers

Michael I. Berman, CPA, CITP, Scott Murray, CPA, MBA, Cj Van Hine, CPA,
Partner and IT Director, Tax Manager, Tax Supervisor,
KBST&M KBST&M KBST&M

miberman@kbstm.com smurray@kbstm.com cjvanhine@kbstm.com




Agenda

** COVID-19 Tax Update

** IRS Final Guidance on Meals vs. Entertainment
*** Other Payroll Credits

*» Multistate Issues

*** Employee Benefits

** Independent Contractors
*** Quick Tips







Taxability of COVID 19 Grants / Loans

Income Expenses
EIDL Grant Include Deduct
MD Grant Include Deduct
PPP Loan Exclude Forgiveness Exclude Forgiven Expenses
Exclude principal to be repaid




Taxability of COVID 19 Grants / Loans

Income Expenses
EIDL Grant S 10,000 S -
MD Grant 'S 10,000 S -
PPP Loan ' $ 150,000 Payroll $ 120,000

Rent S 10,000
Utilities S 10,000




Inflows & Qutflows Net Income

EIDL Grant + 10,000 EIDL Grant + 10,000
MDD Grant + 10,000 MDD Grant + 10,000
FEFF Loan + 150,000 FEPF Loan + 0
Payroll Expenses - (120,000) Payroll Expenses - (10,000)
Rent Expenses - (20,000) Rent Expenses - 0
Utilities Expenses - (10,000) Utilities Expenses -

PPP Repayment - (10,000) PPP Repayment - 0

Cash Flow 10,000 MNet Income 10,000




PPP Forgiveness - Covered Period

+* 8 week - Before June 5, 2020
**24 week — On or after June 5, 2020

**What is the alternative payroll period?

**»Up to 24 weeks or 24 weeks?




PPP Forgiveness Expenses

8 Week 24 week
Owner Employee Owner Employee
Salaries 15,385 15,385 20,833 46,154

*» Employer paid portions of health insurance for employees
** Employer paid retirement contributions/matches for employees

“* Interest expense on business loans backed by tangible property
** Rent and leases of tangible property
+» Utilities - electricity, gas, water, telephone, internet and ....

..... transportation?




Transportation
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Checklist for Using SBA Form 3JS08EZ

You (the Borrower) can apply for forgiveness of your Paycheck Protection Program (PPP) loan using this SBA Form 3508EZ if
you can check at least one of the three boxes below. Do not submit this Checklist with your SBA Form 3508EZ.

L1 The Borrower is a self-employed individual, independent contractor, or sole proprietor who had no employees at the time
of the PPP loan application and did not include any employee salaries in the computation of average monthly payroll in
the Borrower Application Form (SBA Form 2483).

[ 1 The Borrower did not reduce annual salary or hourly wages of any employee by more than 25 percent during the Covered
Period or the Alternative Payroll Covered Period (as defined below) compared to the period between January 1, 2020 and
March 31, 2020 (for purposes of this statement, “employees” means only those employees that did not receive, during any
single period during 2019, wages or salary at an annualized rate of pay in an amount more than $100,000);

AND
The Borrower did not reduce the number of employees or the average paid hours of employees between January 1, 2020
and the end of the Covered Period. (Ignore reductions that arose from an inability to rehire individuals who were
employees on February 15, 2020 if the Borrower was unable to hire similarly qualified employees for unfilled positions
on or before December 31, 2020. Also ignore reductions in an employee’s hours that the Borrower offered to restore and
the employee refused. See 85 FR 33004, 33007 (June 1, 2020) for more details.

[ ] The Borrower did not reduce annual salary or hourly wages of any employee by more than 25 percent during the Covered
Period or the Alternative Payroll Covered Period (as defined below) compared to the period between January 1, 2020 and
March 31, 2020 (for purposes of this statement, “employees” means only those employees that did not receive, during any
single period during 2019, wages or salary at an annualized rate of pay in an amount more than $100,000);

AND
The Borrower was unable to operate during the Covered Period at the same level of business activity as before February
15, 2020, due to compliance with requirements established or guidance issued between March 1, 2020 and December 31,
2020 by the Secretary of Health and Human Services, the Director of the Centers for Disease Control and Prevention, or

the Occupational Safety and Health Administration, related to the maintenance of standards of sanitation, social KBST

distancing, or any other work or customer safety requirement related to COVID-19. ot
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PPP Schedule A Worksheet

Table 1: List employees who:

s  Were employed by the Borrower at any point during the Covered Penod or the Alternative Payroll Covered Penod whose

principal place of residence 1s in the United States; and

Recerved compensation from the Borrower at an annuahzed rate of less than or equal to $100.000 for all pay penods n
2019 or were not employed by the Borrower at any point in 2019,

Employee
Employee's Name ldentifier | Cash Compensation| Average FI'E

Salary / Hourly Wage
Reduction

FI'E Reduction Exceptions:
Totals: Box 1 Box 2 Box 3

Table 2: List employees who:

¢  Were employed by the Borrower at any point during the Covered Penod or the Alternative Payroll Covered Peniod whose
principal place of residence 15 in the United States; and
s  Received compensation from the Borrower at an annualized rate of more than $100,000 for any pay perniod m 2019.
Employee
Emplovee's Name ldentifier | Cash Compensation Awerage FTE
Totals: Box 4 Box 5
Attach additional tables 1f additional rows are needed. KBST



COVID Payroll Tax Credits

**CARES Act (Coronavirus Aid, Relief, and Economic

Security Act) - 1 credit
** COVID-19 Employee Retention Credit

**FFCRA PTO (Families First Coronavirus Response Act) -
2 Credits

** Emergency Paid and Sick Leave Act (EPSLA)
***Emergency Family and Medical Leave Expansion Act (Expanded FMLA)
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COVID-19 Employee Retention Credit

“*If employer

*** Fully or partially suspended operations due to government
orders limiting commerce, travel or group meetings - OR —

*** Experiences a significant decline in gross receipts during the
calendar quarter

“**Cannot take if received PPP loan
** Unless PPP loan was paid back by May 14, 2020




Suspended operations

**Can be somewhat difficult to meet.
*»*Stay at home orders do not count.
“**Forced to work remotely does not count

“**Reduction in hours due to government mandate
counts.




Decline in Gross Receipts

T,

***Begins - during quarter in which receipts are less
than 50% of 2019

“**Easier to pass

**Ends - during quarter in which receipts are greater
than 80% of 2019




Decline in Gross Receipts - Examples

Q1 8% Q@ Q4
2019 100,000 120,000 110,000 130,000
2020 21,000 29,000 91,000 120,000
% 81% 49% 83% 92%
Begin End
a1 Q a3 Q4
2019 220,000 215,000 218,000 220,000
2020 105,000 145,000 190,000 200,000
o 48% 67% &7% 91%
Begin End




Eligible Employees

“*No owners (>50% ownership) or persons related
to owners

***Only employees




Qualified Wages

** First S 10,000 per employee

e,
h
k.

 BEST |

'\, PRACTICE

¢ Paid during March 13, 2020 - December 31, 2020

*** Includes wages subject to FICA taxes

** Includes qualified health plan expenses

*** No double dipping
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Qualified Wages - More than 100
employees

*** Includes health insurance premiums for furloughed employees

*** Includes reduced hours but full pay

** Does not include amounts paid under PTO and Holiday pay policies

*** Does not include salary increases for hazard pay or reduction in
hours




Taking the credit

** Credit is equal to half of each employees qualifying wages

*** Claimed against employer portion of social security (and railroad)
taxes

**On Form 941 (or 944/943 as applicable)

** What about the first quarter?
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Advanced Access to Credit

** Employers can reduce employment tax deposits throughout the
quarter

*** Employment taxes that the employer can retain include:
**federal income tax withheld from employees
“*the employees' share of social security and Medicare tax

**and the employer's share of social security and Medicare tax
*** FFCRA comes first




Credit > than deposits = Form 7200

... 7200 | Advance Payment of Employer Credits Due to COVID-19

arch 2020) TR0 No. 13e3-0028
Do tiedil @l Fe Toedsiiy = Go b ww s gow Form 7200 for instrustions and the latest information.
e Faveris Senios
Bhairag [0 poad T aaimned Emaglboyi iderilifioation numbes [EIN]
Simply Soap, Inc. 14-8761115
Trade rame §f any’ | Appdicable casnicar LT Jehas one|
| 2] A My dune
Bhanber, Strast and ootoor Sute no. e PO bod, See natnatioes [El] |_| iy, Ausgust, Saglem e
3 Sudsy Lane | M1 ] Custotmr. Howambar, Cictmbms

Tty o foves, slate, o ZIF sode. ® o fondgn eddiess, dso complele spaces Ln.-l'.-n. fSen insuucions.)
‘Watzrloo, IN 48445

e ——— Foreign mowion' oy | Foregn postat nove

Dhowrss n Ut il iy praryser B ol i phoymiand faw reSadn 7 (Sos e uolons. ) r'\:ua. " e £S naa. Thind-pary paye's EINF applicabés)

Tip: File Form 7200 # you can't raduce your employment fax deposits 1o fully account for these credits that you expect to claim on
your employment ax retum 1o the apolicable quarter, Don't recuce your employment tax deposits and request advanced credits fon
the same skpacted credits, You will mead o reconcile your advanced crecils and raduced deposits on your empkoyment tax retum,
Yo cen't request an advancea payrment of the cracit for sick and femily leave for ssif-employed individuals.
Tell Us About Your Employment Tax Retum

Chisch B bex Lo indicate which emplwn e Lax redurm Toom yoo Fike (o will file for 20200

{1 [7] 841, 841-78, 0r 84155 (@) L] 243 0r M43-PR (3 L 24 or 245 [ L] CTA

B 05 Ihis a new business slarled on or alles Jargary 1, 20207 . = [ Yes [7MNo
If *¥as,” skip line G unless you've akeady filed Form 241, Form 941 -F'Fl. or Form 241-55 for at |east one
Quirler of 2020

€ Amount reportad on lina 2 of your most recantly filed Forn 941 (or wages reported on Schadule R (Form
2417, cofumn (), Dy your third-party payer (See instructions]), I you e a different smpkoymel lax relumn,

see nstructions . | 1400, D000
Enter the total number of smployess you have. Ses nstructlons . . . . . . . . . . . . . . W 5
Enter Your Credits and Advance Requested
1 Tolal emokoyes retantion cracit For the quartsr. See instructions |, 1 22,500000
2 Tobd qualified sick leave wages eligible lor the credit and paid this guarter, Suu ||1r-1ruq,llun'< 2
3 Tobl qualified family leave wages sligible for the credil and paid this quarter, Ses instructions | 3
4 Addbnes 1, 2.and 3 Fli 4 22,500000
5 Total amount By wiich wou have alreadg.- reuucen yc'_r rener&l ernplc-yrrem tm{
deposits for these cradits for this guarter . . . s G 10000,
B Tolal sdvanced credits requested on pravious lilings uI' this n:;- ! [or llus quu.rl-ur 15}
T AddinesSand6 . . U TR 7 10, (00U00
B Advance requested. Subtfact in= T ‘fom I|na d If TEre of leas dnn t fle lhrs fu:lm s : & | 12, 500000
D you want to allow an employes, a paid lax preparer, or another person dlscuss lhIE- seturn with the IHS? Sas the
Third- inglructions for detais, [ Yes. Complels below,  [<] No
Party ;
Designee | Posignes’s namak and prone number =
Select a S-digit personal identidication numbser (PIM) to use when telking to the RS |
Lireder paralliag of prarjuiny, | oaciang (hat | have @oamined (RS i, e ladng Ay scoamoerairg aehedd of and salemants, and 19 e Dol of &y ircwiedJa
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The Family First a8
Coronavirus Response

Act (FFCRA) g {'
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The FFCRA is

“*Required PTO in addition to any PTO policies the
employer already has in place

*Employers get fully refundable dollar-for-dollar tax credit
against payroll taxes for the wages paid.

“**Includes relief from employer social security taxes (not
medicare)




What employers does FFCRA all apply
to?

***Private employers with fewer than 500 employees

“*Public employers of any size

“**In effect from April 1, 2020 - December 31, 2020




Emergency Family and

Emergency Paid and Sick Medical Leave Expansion Act

Leave Act (EPSLA) (Expanded FMLA)
*» Entitles certain employees to » Entitles certain employees to
take up to two weeks of paid take up to 12 weeks of
leave expanded family and medical

leave




Emergency Paid and Sick
Leave Act (EPSLA)

Benefit: 80hours (2 weeks) paid sick leave (Prorated for part-time)
Rate:
o  Regularrate of pay forselfcare (cap 5511/day)
o  2/3 payto carefor family member (cap $200/day)
Reason for Leave: Unableto work or telework because...
o  Subject to government quarantine/isolation order
o  Advised by healthcare provider to self-quarantine
0 Experiencing symptoms and seeking medical diagnosisor
treatment
o  Caringfor family member subject to quarantine, school
closure
Use: Availableon 1*' day of employment, employee entitled to use
before any other employer-provided paid leave

Emergency Family and
Medical Leave Expansion Act
(Expanded FMLA)

Benefit: 12 weeks PFML, job-protected (exc: <25 certain circumst)
Eligibility: Employed for 30 days
Rate: First10daysnot paidicovered by paidsick leave)

o 2/3 of regular rate of pay (cap $200/day and 510,000 total)
Qualifying Need: Unableto work or telework because...

o  Caringforchild under 18 due to COVID-19-related school

closure

Use: Employee may chooseto runother paid leave concurrently (i.e.

to “top-off” pay)

No Carryovers or Payouts
April 1, 2020 - December 31, 2020




FFCRA PTO

*»* Qualified Sick Leave Wages (I.E. FFCRA Time Off)

¢ Are going to be reported in boxes 1, 3 and 5, and the employer must
report to the employee the follow type and amount of wages that were
paid, with each amount separately reported in either Box 14 of the W2
or on a separate statement:
*+ Sick leave wages subject to the S511/day limit
*+ Sick leave wages subject to the $200/day limit
** Emergency family leave wages

*¢* Sick Leave Credit

**» Available to individuals as if they were employees (Form 7202), so this
reporting requirement prevents employees who are separately self-
employed from double dipping




How Employee Requests:

“*Employee must provide the following information to the
employer:

“*Employee’s name
***Date(s) for which leave is requested
**»Qualifying reason for the leave and support for the reason

“*Statement that the employee is unable to work, including
telework, because of the reason

DOL Temp. Reg. 826.100(a) & DOL FAQ 16




Additional information if request is
related to school or childcare closure

“*Name of your child

“*The name of the school, place of care, or childcare
provider that has closed or become unavailable; and

A statement that no other suitable person is available to
care for your child




FFCRA Employer Exemptions

“*Small business exemption

“**Applies to providing emergency paid sick leave due
to a child’s school or place of care closure or
childcare provider unavailability for COVID-19
related reasons.




FFCRA Employer Exemptions Cont.

**Health Care Providers -

‘*Emergency Responders -




Taking the credit

***Similar to Employer Retention Credit:

“*|s taken against taxes due on the 941 (or 944/943 as
applicable)

“**Advanced payment can be requested by filing Form
7200




IRS Final Guidance on §274
Meals vs. Entertainment
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Meals vs. Entertainment

**IRS Final Regulations Issued Oct 9, 2020

*»*Section 274(a)(1)(A) disallows a deduction for
entertainment expenditures.

“*There used to be an exception for business related
entertainment expenditures.

“*The TCJA removed the exception




Meals vs. Entertainment Cont.

+*Not all entertainment is non-deductible

**Nine general exceptions
+* 1) Food and beverages for employees on employer's business premise
** 2) Treated as employee compensation
** 3) Reimbursed expenses
**» 4) Recreation expenses for employees
** 5) Business meetings of employees, stockholders, agents or directors
** 6) Meetings of business leagues (board meetings)
+* 7) Items available to general public
**» 8) Entertainment sold to customers (bona fide transaction)

¢ 9) Provided to a non-employee where income would be recognized by that non-
employees (prizes and awards)




Meals vs. Entertainment Cont.

***Controversies - that have been clarified
“*Food & beverages provided at an entertainment
activity
“*Travel meals still per diem rate
“*Food industry




Other Payroll Credits

Tax Credits
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Section 45S:
Employer Credit for Paid Family and Medical Leave

4

L/

* Jan 1, 2018 - Dec 31, 2020

* Employers can qualify for a tax credit if they pay wages to while the
employee is on family and medical leave (FMLA leave)

* This is similar to, but separate from, any of the COVID credits_
» No double dipping ra

L)

4

L)

L)

4

L)

L)

4

L/

L)



FMLA Leave

Family and medical leave

is leave for [IRC Sec. 45S(e)(1)]—

1. birth, adoption, or fostering of a child or to care for that child;

2. care for a spouse, child, or parent with a serious health condition;

3. employee's serious health condition that makes the employee unable to
perform the functions of their position;

4. qualifying need arising when a spouse, child, or parent is a member of the
Armed Forces on covered active duty (or has been notified of a call or order to
covered active duty); or

5. care for a spouse, child, or parent who is a covered veteran or member of the
Armed Forces with a serious injury or illness.




Section 458S:
Employer Credit for Paid Family and Medical Leave Cont.

“*Eligible employees
*Full-time employee

**Part-time employee

N/

<*Full time vs. part time




Section 45S:
Employer Credit for Paid Family and Medical Leave Cont.

Employee's normal weekly wage: S 1000 S 1,000 S 1,000 S 1,000
Employer provided FMLA weekly wage: S 490 S 500 S 700 5 1,000
Percentage of normal wage: 49% 50% 70% 100%
Base Credit 0.00% 12.50% 12.50% 12.50%
Increases for above 50% 0.00% 0.00% 5.00%  12.50% =(Wage % - 50% x 0.25)
Total Credit Amount (max 25%) 0.00% 12.50% 17.50%  25.00%

Calculation of weekly credit amount
Wages Paid 490 500 700 1,000
Credit percentage 0.00% 12.50% 17.50% 25.00%

Credit amount 5 - S 6250 S 122.50 S 250.00




Eligible Wages

***All compensation paid and benefits
*»*State insurance funds do not count towards wages

“**Paid leave under an employer’s short-term
disability program is added to wages




Written Policy Requirements

“*How to provide the notice

***Exceptions to providing notice




Section 45S:
Employer
Credit for
Paid Family

and Medical
Leave

**Reported on From 8994
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OMB MNo. 1545-2282
Form 8994 Employer Credit for Paid Family and Medical Leave o0
|
Department of the Treas » Attach to your tax return. Fe\%) 1 9
Internal Ravenue Smi.;:-!" * Go to www.irs.gov/Formg994 for instructions and the latest information. ggqﬂﬁgn”;""‘m 994
Mame(s) shown on retum Identitying number

A Do you have a written policy providing for at least 2 weeks of annual paid family and medical leave for your qualifying
employee(s) to whom wages are paid (prorated for any part-time employees)? See instructions.
| Yes.
_| No. Stop. Do not file Form 8994 (see instructions for an exception that may apply to a partnership or S corporation).
B Does the written policy provide paid family and medical leave of at least 50% of the wages normally paid to a qualifying
employea? See instructions.
| ¥Yes.
__| No. Stop. Do not file Form 8994 (see instructions for an exception that may apply to a partnership or S corporation).
C Did you pay family and medical leave to at least one qualifying employee during the tax year? See instructions.
| ¥Yes.
_| No. Stop. Do not file Form 8994 (see instructions for an exception that may apply to a partnership or S corporation).
D If you employed at least one gualifying employee who was not covered by the Family and Medical Leave Act, did you include
in your written policy and otherwise comply with “non-interference” language? See instructions.
| Yes.
No. Stop. Do not file Form 8994 (see instructions for an exception that may apply to a partnership or S corporation).
1 Enter the total paid family and medical leave credit figured for wages paid during your tax year to your
qualifying employee(s) while on family and medical leave (if you use the Paid Family and Medical
Leave Credit Worksheet, the total from column (d)). See instructions for the adjustment you must
make to your deduction for salariesandwages . . . . . . . . . . o L o o L L L. 1
2 Employer credit for paid family and medical leave from partnerships and S corporations (see instructions) 2
3 Add lines 1 and 2. Partnerships and S corporations, report this amount on Schedule K. All others,
report this amount on Form 3800, Part L line dj . . . . . . . . . . . . . . . . . . 3
For Paperwork Reduction Act Notice, see separate instructions. Cat No. 37804G Form 8994 2019



Work Opportunity Tax Credit w,n_T_c

WORK OPPORTUNITY TAK CREDIT

***Can be claimed by employers on an elective basis
for a portion of first year wages paid to employees
who fall into certain targete groupsée.g.,
economically disadvantaged,
certain veterans)

“**First day of work on or before 12/31/2020

iIsabled persons, or




Work Opportunity Tax Credit Cont.

“**Groups
**Qualified IV-A recipient
**Qualified ex-felon
“*Vocational rehabilitation referral
“*Qualified SNAP recipient
**Qualified SSI recipient
“**Long-term assistance recipient
***Qualified veteran - various qualifications




Work Opportunity Tax Credit Cont.

*+*Qualified veteran
2*Received SNAP

“**Service-connected disability and is hired not more
than one year

“*Service-connected disability and who was unemployed
for at least six months

*Unemployed for at least four weeks
“*Unemployed for at least six months




Work Opportunity Tax Credit Cont.

“*Use Form 8850 to certify individuals. Due to state workforce
agency no later than 28th day after work begins

***In general
**First Year
**Second year

**Several categories have more available
%+ $12,000
%+ $14,000
%+ $24,000

+*Certain criteria make less available
**Related employees do not count
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SR Reporting credit

*** For profit entity - Form 5884
**» Tax-exempt - Form 5884-C

. 3084 Work Opportunity Credit ove e, 1545215
{Rev. December 2018) » Attach to your tax return.
Department of the Treasury | - Infarmation about Form 5884 and its separate instructions is at www.irs.gov/form5884. s "'“"LD_ 77
Mame(s) shown on retum Identifying number
1 Enter on the applicable line below the total qualified first- or second-year wages paid
or incurred during the tax year, and multiply by the percentage shown, for services of
employees who are certified as members of a targeted group.
a Qualified first-year wages of employees who worked
for you at least 120 hours but fewer than 400 hours . $ = 25% (0.25) | 1a
b Qualified first-year wages of emplnyees who worked
for you at least 400 hours . L% « 40% (0.40) | 1b
€ (ualified second-year wages of employees certified as
long-term family assistance recipients . ; .8 = 50% (0.50) | 1¢
2 Add lines 1a, 1b, and 1c. See instructions for the adjustment ynu must make to
salaries and wages . 2
3 Work opportunity credit from partnershlps, S curpnratmns oonperatwes estates, and
trusts (see instructions) ; . . . 3
4 Add lines 2 and 3. Cooperatives, estates, and trusts, go to line 5. Partnerships and
S corporations, stop here and report this amount on Schedule K. All others, stop here
and report this amount on Form 3800, Part lll, line 4b . . . 4
5 Amount allocated to patrons of the cmperalwe or beneficiaries of the estate or trust
(see instructions) . D -
6 Cooperatives, estates, and trusts, subtract line 5 from line 4. Fieport this amount on
Form 3800, Part I, Ilne 4b . .. .. ; 6

For Paperwork Reduction Act Notice, see separate instructions.

Cat. No. 135700

Form 5884 [Fev. 12-2018)

Fare

Far: lelarsi 010

T
SLR | e .

GEB4-C Wark Gppartunity Cradit toe Gualdisd Tan-§cempt

Deganizatiens Hidng Guallisd Yeterans

w Vil o s el O N SR D T L
B il i B el il o SR 1D el P e el e e T .

W W THETTH

el i e ! ey

S " B ol e e T P R R o e ] R el [ e L
Kl Chinbes TE12115
e B [ ey
O R B PO T FE L T e
1323 Chiniy Lina
AL N W P,
RN, ‘s, Ehan
1 bEe cpericebes g ol e -goerpd orgeril ion i crpa et o g acton S3 e
EnEm ol o (e under aecion ST ees meweciora) . . . . . . . . T v 7] R

L

N Trn o fo el 5 S0 T oo et e N ooy b gt sl sl it el
Ciecle Bz by inalicn b Trad dmpioere o b radam S srges mador, Pl i e s 20 o o oo el B vaeld oty
A foma B B FeanSd!-PA 20l FormGHl-BE A Fenadd &[] Feen@@399
1] Forrn B4 for ST | FormEd-M & Fom 544-55
Cawch o oxe = bz om o inclicate ha smsbprrant: b paricd P which Sha-coganicstice. b claiming B cwdi bea insdracheas)
Chechyear O 2H1 Clewez O 3me O s Clome DOeme Cleowar [0 xae B oesm O Ao
Dok quarier i soplicabst O 1 Jorusry. Pebrgary, March [ B ol Way, Jurs

O % hilr, fagurt, Sepierbs B 4 Coicber. Hossriber . Decaris:
Eeie nptctionrs wred T O tod sl cpifeed frw s aar wog D pa thaough e
e T Py ey ] e g ] el e e e § RS e vy me Tl
ol el eeerarn whs begmy weteg le e an o0 e Meevemibe 33,
At g wha waiecd Tor pow tor B e @0 boaas (9 of e s soe B
Fah Wawth da
L Ipsy e Za Ly B [0
By b fors v arvine e bl ol mpusei e e g e sy paiel e pugh B
BEEOF T ST T AT P Al T BT ek DS A T e e e
e ool Ned vl g e barms soraeg e o om0 e Mgk T
JOAL, e wehe oo o o oy od saed 130 Rouey S fewss Ban 400 Peare
bt ol e i el i il il o i

SR
&)

By |l O DY TR R TR ] e
m“"n”w 1] L] L] L] L] L] L] L] ‘ -

Lréer a olal preed oF copdils charra-d or =g 17 Prirva ey arreeebn rep=aried o ina 1D o ae

Foona Slile =0 il i (e sy e L T0G P Bes Inemud ) F L e
Ficd | R © A A Ll R LR B PR 1 AR e 1 R I ORI e

Paiirnch bk 7 lev bres £ il ! fid
Lrder folnd bamaisie podial ey watpen o Bow receefed on B coken rcienled oo s T lor Tas

peedirdosisdening Fjmeiminebes). . . . . . . 0 L L 0 L E] LT
Bt ¥ s et cormmcnad e oy eoarpile, o Sl B-i fer one i e on i ], et o i an corec e
Huphy Vs Py 0% R08IF . . . . . . . . . 0 000 0 1] 3 2
Credk dalred to e snplogmeant tax perked ndicsted om ire L Frts s smale of dns 8w e

T, Tha iy B drmars] el ol b robrsded o pes. Sop Been, s, ared rradl s e o e addres

belewimme imabucdiome . . . . . . . . L 0 L L 0L 0L i 144
F s 7 b gpeatien B e, sebiract e @ e B F, This b Ben gt o e, Bl il sl

iz ko |z e addhma below with 7o perend b i e e instasciioral 17

e - T R e L P e e

o e et ket e e e Dl o e Seerledid
P ma remet vl corbels N im siee ol prsgorr i Feres cw all v vasied ool b | e o i ey e i

) ERLIE = L R
Hzra s tin: Fonaler [l ] AR
LR ] LY -
e By Ty e e L Eapaw nuparen | ] | _— ' ]
o aEFOF H e
I.lﬂ-l:i'l!l TR TR L -
YT _....- — - gy

Fra Paguirsrrs Maedscrica deod Bt s e s s s,

CHL T



Earned Income Credit fmeit

earned income tax credit

*** Refundable tax credit available to taxpayers with
earned income who meet certain requirements




Earned Income Credit and Required
Notices

\/
0’0

Under IRC Sec. 32, a refundable tax credit is available to
taxpayers with earned income who meet certain requirements,
including adjusted gross income (AGI) thresholds. The earned
income credit(EIC) Is available to certain low-income and
moderate-income taxpayers whether or not they have a
qualifying child.

Required Notices

*** Employers must notifY employees who have no income tax withheld that
they may be able to claim a tax credit

** Exception - if employee claims exemption from withholding on W4, then
does not need to be notified

Satisfying requirement

*** Notice appears on back of copy B of the official W2

** If not using official W2, check back of it for notice

** If no notice, give them Notice 797




(=) Tax Year 2020

Qualifying Children Claimed
If filing Zero One Two

Single, Head of Household, 515,820 541,756 547,440
or Widowed

Married Filing Jointly §21,710 547,646 553,330

Investment Income Limit
Investment income must be 53,650 or less for the year.

Maximum Credit Amounts
The maximum amount of credit for Tax Year 2020 is:

* 56,660 with three or more qualifying children
* 55,920 with two qualifying children

* 53,584 with one qualifying child

¢ 5538 with no qualifying children.

Three

550,954

$56,844
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Earned Income Credit Cont.

*** Required Notices

“*Employers must notif emﬁloyees who have no
income tax withheld that t
tax credit

“**Exception

ey may be able to claim a




Earned Income Credit and Required

Notices Cont.

+* Satisfying requirement

“**Notice appears on back of copy B of the official W2
“**If not using official W2, check back of it for notice

“*If no notice, give them Notice 797

Notice to Employee

Do you have to file? Refer to the Instructions for Forms 1040
and 1040-SR to determine if you are required to file a tax retumn.
Even if you don't have to file a tax return, you may be eligible for
a refund if box 2 shows an amount or if you are eligible for any
credit.

Earned income credit (EIC). You may be able to take the EIC
for 2020 if your adjusted gross income (AGI) is less than a
certain amount. The amount of the credit is based on income
and family size. Workers without children could qualify for a
smaller credit. You and any qualifying children must have valid
social security numbers (SSNs). You can't take the EIC if your
investment income is more than the specified amount for 2020
or if income is earned for services provided while you were an
inmate at a penal institution. For 2020 income limits and more
information, visit www.irs.gow/EITC. See also Pub. 596, Earned
Income Credit. Any EIC that is more than your tax liability is
refunded to you, but only if you file a tax return.




Qualified Small Business Payroll Tax
Credit for Increasing Research Activities

*** Qualified small businesses are allowed to take a
portion of the Research Credit as a credit against
payroll taxes

***We are going to be focusing on speuﬁcs to the

payroll tax credit election :

nﬁ’hﬁ

“w“"fﬁ i




Qualified Small Business Payroll Tax Credit
for Increasing Research Activities Cont.

¢ Qualified Research
*** Research for which expenses may be treated as section 174 expenses.

«* technological in nature, intended for use in developing a new or
improved business component

* Substantially all of the activities of the research must be elements of
a process of experimentation relating to a new or improved

+* function,

** performance,
* reliability, or
** quality.

*¢* When is the research credit not allowed?




Qualified Small Business Payroll Tax Credit
for Increasing Research Activities Cont.

*** Qualifying small business - in existence for 5 years or less
¢ Corporation (including an S corporation) or partnership which
»» Can pass a two-part gross receipts test
**Sole Proprietaries if

**If the sole proprietorships aggregates gross receipts for the
test

*** Non-profit not eligible
+*¢* Calculated on Form 6765 for income tax return
¢ Calculated on Form 8974 for payroll tax credit
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Unemployment Taxes

“**Answer: Determining which state to pay SUI

***Four factor tiered test
***Services Localized
***Base of Operations
***Direction and Control
**Residence




STATE UNEMPLOYMENT DETERMINATION FLOWCHART

Is the employee's service localized in one state?
(e.g., do they primarily work in one state?)

| r— o
OO0 Does the employee perform some service in

'“'3 m] —_— .I.Dll. the state their base of operations is in?

r—  Does the employee perform any service in

\lis ““ I::D;'l'_l E the state where the business is "directed and

controlled?’ (e.g. employer office)

Does the employee perform any service in
'Es Hu 0 the state where they live?

This is the state where
the SUTA tax goes.

Most state laws let the
employer elect to cover the
employee’s service in one state.

Certified
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Unemployment Taxes

Cont.

**What if employee moves?
***Credits and Reciprocity

KBST
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lf you'ne a resident of_.

and you

Submit this exemption form to your employer
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Employee Benefits
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Exclusion for Certain Employer
Payments of Student Loans

“*In general - They are reportable
as wages in box 1, and subject

to all employment taxes
“**Exception - Qualified ﬁ

Educational Assistance
Programs (Qualified EAPSs)




Exclusion for Certain Employer

Payments of Student Loans Cont.

**»Qualified EAPs
“»*Eligibility
**Must apply to a classification of employees

**Must not favor highly compensated employees or their
dependents

**Not more than 5% of total assistant payments may be
provided to 5% or more owners or shareholders, including
their spouses and dependents

**The program cannot be an option between the programs
benefit and another benefit




Exclusion for Certain Employer
Payments of Student Loans Cont.

** Eligible assistance
“* Up to $5,250 per employee for
**» Educational expenses - including, but not limited to,
tuition, fees, and similar payments, books, supplies, and
equipment
*»* Student loan principal and/or interest paid to employee or
lender before Jan 1, 2021

*** Does not include
***Tools or supplies which may be retained by employees
** Meals, lodging, transportation
“* Sports, games or hobbies




Inclusion of Certain OTC
Medical Products as
Qualified Medical Expense

** OTC Drugs and Menstrual Care Products. The CARES Act removes the
prescription requirement for over-the-counter (OTC) drug
reimbursements that previously applied to health FSAs, HRASs, and
other accident and health plans, as well as to HSAs

¢ In addition, menstrual care products will now qualify as medical care
for purposes of reimbursement or tax-free distribution

*** These changes generally apply to expenses incurred after December
31, 2019; in the case of HSAs, they apply to amounts paid after that
date
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Independent Contractor vs. Employee

“*Independent contractors and employees are treated

differently in several ways, including:
*** Independent contractors complete Form W-9, while
employees complete Form W-4

*** Independent contractors may be issued Form 1099-NEC, while
employees receive a W-2

** No withholding is required from an independent contractor,
but employees have income and FICA taxes withheld




Why is Proper Worker Classification
Important?

“*Worker classification affects how a worker pays their
federal income tax, social security and Medicare taxes —
and how they file their tax return

“*Misclassifying an employee as an independent contractor
can have significant tax consequences

* If the IRS reclassifies an independent contractor to an
employee during an examination, it can collect the
income and FICA taxes attributable to payments
reclassified as wages from the employer




Common Law Rules

“*The common law rules focus on three key areas
to determine how much control the payer has
over the worker. These areas are:

<+ Behavioral control
<+ Financial control
< Relationship of the parties




Behavioral Control

+»Behavioral contro| considers whether the payer has
the Ie%al right to direct and control not just what
must be done, but how it must be done. The more

control that exists, the more likely the worker’s an
employee

+»Factors to consider when looking at behavioral
control include the type and degree of instruction
given, the presence of a formal and regular
evaluation process, and the type and amount of
training provided




Behavioral Control Examples

+Here are some examples of instructions a company provides

workers. These instructions demonstrate a desire to control the
manner the worker must do a task

<+ 1s the worker told when and where to do the work?

<+ Does the worker provide his own tools or are they provided for him?

<+ |s there a dress code the worker must follow?

<+1s the worker told where to purchase supplies?

<+ 1s certain work required to be completed by a specific individual?

< Can the worker hire others to assist with the work?

<+ Does the worker have to follow a particular sequence to complete a task?




Financial Control

**Financial control is the second factor. This
considers whether the business has the right to
control the economic aspects of the worker’s job




Financial Control Factors

“Here are some factors to help determine whether a
company has financial control over the worker. The six
categories are:

< Significant investment

< Expense reimbursement

< Opportunity for profit or loss

< Services available to the market

< Method of payment
< Responsibility for fixing problems




Relationship of the Parties

**The third key factor’s the relationship of the
parties. This factor tries to determine what the
parties intended and how they perceived their
relationship. How did the worker obtain the job
(bid, application, employment agency, or other)?




Relationship of the Parties Categories

“Here is how to determine the relationship of the parties
involves consideration of the following categories:

“+\Written contracts

“Employee type benefits (such as a pension plan, insurance, and
vacation pay)

< Permanency of relationship
< Ability to be terminated

< Degree to which the work performed is a key aspect of the
business




1099-MISC vs. 1099-NEC?
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1099-MISC 1099-NEC



What’s Changed —and Why it Matters

**In a move that will impact business owners and tax
professionals across the nation, the IRS has released the
2020 Form 1099-NEC. The new form replaces Form
1099-MISC for reporting nonemployee compensation (in
Box 7), shifting the role of the 1099-MISC for reporting
all other types of compensation. As a result of the new
1099-NEC and redesigned 1099-MISC, the overall
process for reporting nonemployee compensation is
changing for the 2020 tax year




2020 Instructions for Form 1099-NEC

+«The new 1099-NEC (NEC stands for Non-Employee
Compensation) is based on an old form that'has
been out of use since 1982. To use the “reinstated’
1099-NEC properly, you need to understand what is
considered nonemployee compensation. Previously
reported on Box 7 of the 1099-MISC, the new 1099-
NEC will capture any payments to nonemployee
service providers, such as independent contractors,

freelancers, vendors, consultants and other self-
employed indjviduals (commonly referred to as
1099 workers)




Reportable Payments

+According to the IRS, a combination of these four
conditions distinguishes a reportable payment:
+|t is made to someone who is not your employee

+|t is made for services in the course of your trade or
ousiness

+|t was made to an individual, partnership, estate, or, in
some cases, a corporation

+»Payments were S600 or more for the calendar year




Payer’s information:

Name, address, telephone number and TIN

\ 7171 []vOoID  [] CORRECTED
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Filing and Submitting Form 1099-NEC

*»Distribute to recipients by January 31. (For 2021, the
date is Feb. 1, since Jan. 31 falls on a Sunday)

“*File with the IRS by Jan. 31 (again, Feb. 1 in 2021)
through paper or electronic filing

**As part of the Taxpayer First Act, many businesses will no
longer be able to submit paper forms. For tax year 2020,
the electronic filing threshold is 100 forms. Which means
any business with 100 forms or more are required to e-file




2020 Instructions for Form 1099-MISC

**Because nonemployee compensation reporting
has been removed from Form 1099-MISC for the
2020 tax season and beyond, the IRS has
redesigned Form 1099-MISC

**The biggest change is Box 7, which was previously
used for reporting nonemployee compensation.
The revised form includes other changes to the box
numbers for reporting miscellaneous compensation
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Filing and Submitting Form 1099-MISC

*»Distribute to recipients by January 31. (For 2021, the
date is Feb. 1, since Jan. 31 falls on a Sunday)

“*File with the IRS by Feb. 28 (For 2021, the date is Mar. 1,
since Feb. 28 falls on a Sunday) through paper or
electronic filing

**As part of the Taxpayer First Act, many businesses will no
longer be able to submit paper forms. For tax year 2020,
the electronic filing threshold is 100 forms. Which means
any business with 100 forms or more are required to e-file
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Certified
Public Accountants
& Consultants



State Income Tax —
Retention of Employer Records

Generally, the minimum retention period bagins to run from the
later of the date the taxes or returns are due, paid or filed.

Maost states with an income tax withholding requirement,
require employers to maintain records of the following kinds of
information:
« gmployee name and address, social security
number, and occupation
= employer's copy of Forms W-2
= the amounts and dates of wage, bonus and other
compensation payments, and tax withheld
= records of employer tax deposits
= records of periods and location of employment
= employee withholding exemption certificates
{such as Forms W-4)

Generally, states will allow these tax records to be maintained
on magnetic tapes, diskettes, and CD-ROM, as well as on
microfilm, instead of retaining them as space-consuming paper
records. Employers should check the specific requirements of
each state where they do business.

Minimum Retention Period By State (in Years)

Alabama ..... B Montana ..o
Alaska.....ooeen. NM Nebraska.........ccoooeee
ArNZoNa....d Nevada ..

Arkansas.. 6

California. 4

Colorado...cd

Cnnnec:tlcut .

Delaware...... .| North Carolina...
Dist. of Col - North Dakota .. y
Florida ..o M L1 T .
Georgia..o.d Oklahoma e
Hawaii... 3 Oragon........

Ildaho. 3 Pennsylvania..
lllinois 4 Puerto Rico.
Indiana.. 3 Rhode Island

lowa ... 5 South Carolina
Kansas .. e South Dakota .
Kentucky .. .| Tennessea...
Louisiana. 3

Maine....... 4

Maryland ..... 3

Massachusetts .. 3

Michigan...... 6 Washlng[un.
Minnesota 2 West Virginia.. .
MISSISSIPDI 3 WISCONSIN . oveeeniiiaanns 4
Missouri.. 4 Wyoming....c... . NFA

MN/A indicates that the state has no state income tax withholding

requiremeant.

**indicates that the state has no records-retention provision|
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State Unemployment
Compensation Insurance —
Retention of Employer Records

The statas are not uniform as to whan the minimum retantion
periods listed balow bagin to run, but oftan the paricd begins
at the end of the month following the quarter to which the
racord relates.

Most states require employers to maintain records of the follow-
ing kinds of information, whather or not the emplover is liable
undar the stata’s unemployment compensation law — the
employee’s name and address, social sacurity number, dates

of hirafseparation/re-hira, payment dates for cash and non-

cash wages, and the dates and hours workad.

Such records must be open for inspection by state unemploy-
ment officials at any reasonable time. Employers should check
the state’s employment handbook for specific requirements.

Minimum Retention Period By State (in Years)

Alabama e b Montana .. 5
Alaska 5 Mabraska ............. 4
ATZONA. csnniiiamancer i MNevada ..o 4
ArKansas . eee b Mew Hampshire..6
Califormia o e 4 Mew Jarsay ... 5
Colorado......cwwe.. b New Maxico ........4
Connacticut ........cee.c.. i Mew York........ccce 4
Dalaware. ... i MNorth Carolina .....6
Dist. of Col..eeeiiieans 5 Morth Dakota....... 5
Florida...cme. 5 OhiD i 5
Goorgia...iiannn? Oklahoma............ 4
Hawsaii..c..ocveeniiinnncc Oragon. . e 3
Idaho .3 Pennsylvania....... 4
|| 113 Lo - — 5 Puerto Rico.......... 5
Indiana......ccciiieeen B Bhode Island ....... 4
IO e 5 South Caroling....5
Kansas ..o b South Dakota ...... 4
Kemtucky . .oeeeieannsd G Tennassas ... T
Louisiana ..o 5 TEXES i 3
Maine......cccciieeannd Utah .o 3
Maryland .................. 5 Varmont......ce. 4
Massachusetts ......... 4 WVirginia ..ccccooeee 4
Michigan..........w.. B Washington......... 4
Minnesota...cccome B West Virginia....... 4
Mississippi.....c.......... b Wisconsin............ &
MISSOUM ..o oaciacnas 3 Whyoming......ccooe 4

KBST
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Federal Requirements —
Retention of Employer Records

Internal Any records relating to payments
Revenue made to employess, employer tax
Service reports and deposits — covering

Federal income tax withholding,

social security, medicare and
FUTA taxes. For exampla:

« gmployee’s name, addrass,
occupation and social
security num ber

« date of each wage payment
made to the employee {in-
cluding tips)

« wages subject to with-
holding for Federal income
tax, social sacurity and
medicare taxes,
employee’s Form W-4,
employee’s hire and
tarmination dates

* tip reporting records

« any fringe benafits pro-
vided to the amployese

« copies of all Federal tax
returns filed, Copy D of
employee Form W-2, and
Forms 940, 941, 843, and
1080-R.

at least 4
years after
the pay-
ment,
deduction
of taxes or

due dates
of returns




LS. Dept.
of Labor
(Fair Labor
Standards
Act)

Records must be kept on all
employees, and must be retained
for either two or three years, as
illustrated balow:

« gmployee’s name, home
address, date of birth (if
under 19], gendar and

ocoupation

« regular rate of pay and its
calculation

* hours worked each weekday
and workweaak

« straight-time earnings, and
overtime sarnings

* inclusions and exclusions
from wages (such as bonus,
withheld taxes, atc.)

« date of payment and the
period coverad

at least 3
years from
date of last
data entry

* basic amployment and

eamings records, time
cards, piecework records

* records substantiating add-
itions or deductions from
wages, such as wage
assignments, gamishments

at least 2

years from
date of last

data entry




Inunigration INS Form -8 (Employment at least 3
Refonn and Eligibility Verification Form) years from
Control Act must be signed by the new- date of hire
hire and the employer, and or 1 year
be readily available upon after ter-
raquest. milnation
Occupational Log & Summary of Occu- at least D
Safaty and paticnal Injurias and IlI- years after
Health Act nessas, briefly describing end of year
(OSHA) racordable cases of injury to which
and illness, extent and out- records
come of each incident, and ralata
summary totals for calendar
year.
Employee Records providing basis not less than
Retireament for all required plan descrip- b years after
Income tions or reports, or Necessary filing date of
Security to cartify any related infior- documeants,
Act mation, including vouchers, based on the
{(ERISA) wiorksheats, receipts and information
applicable resolutions. they contain
Records pertaining to each as long as
employee-participant in the relevant

plan for determinations of
benefits that are due or may
become due

KBST
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Americans With
Disabilities Act

Any personnal or employ-
ment record made or kept
by employer, including
application forms and records
concarning hiring, promao-
tion, demotion, transfar,
layoff or termination, rates
of pay or othar tarms of
compensation, and selec-
tion for training or appren-
ticaship

at least 1 year
aftar the date
record was
mada or pear-
sonnel action
taken, which-
ever is later

Age Discrimina-
tion in Employ-
ment Act

Payroll or aother records
containing each employse's
name, address, date of
birth, occupation, rate of
pay, and com peansation
earnad per weak

at least 3 years

Parsonneal or employment
records relating to (for
example) job applications,
promotion, demotion,

transfer, physical exam
rasults, and job-placement
test results.

at least 1 year
aftar date of
personnal action
to which record
relatas

~
vy
7
—
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PENSION PLAN LIMITATIONS

Wage Max.

SOC1AL SECURITY (0ASDI) & MEDICARE MI) TAX

INTERMAL REVENUE SERWICE Year Fund  Limit Rate Tax
Satary Deferral fpretax) Limit 2020 GASN  HI3TN00D  S.20% La53Tah
= GADWK)/§ 403 1) JSEP 402 q){N) HI £35%*  Molmi
= IMPLE Plans FAOEDY 2] H Alwages 145%™  Molimit
= State/local govt.; fax eems §457 208 OASDN 5132900 £20% 4823980
— §400k) axhup mntrbutons AV 2NN Hi 3 SEES Mo LimEt
— iJther @ich-up mnbributons i Tl ) ) (BN W) . Awages 145%* Mo limit
Section 415 Annual Benefits Limits * e il ot {5 T A5 v 3wy s v
= Defined benefit plans $230,000 5 225,000 SAEE) ML) ”’m“"“#ﬂ”ﬂﬂ-ﬂ
» Defined contribution plans 5 5000 5 55,000 TSN NA) rr The e M rate s 1456 o o Waghs
iCompensation Limits
Quaedvare $BSo0 20000 s
« Gavernmental plans 42000 S 45000  §A0Ka)T) Uk Aam ik Rum
Highty € tad Lawals LT 0% 5a% i1
= At any time 5% owner Hio Bmit Hio Bmit bl g N TA)
* Ary empl oyes £ 130,000 $ 125,000 g NE)
o mmdersioms  Oploml Grtoml Geiqha
oy Employes Love 2020 2009
T » Emploves Fasong ¥ ] 525

= Highly compe sated $MW5000 5180000 EAE(NAND

largest interest NJA N RNEINANE Boyle s e 50
= 5% ownier Mo lmift o it i s ) 1 A )
ko SEnem  SERMN GO
SEP Plans 2020 2009
= viand atory plan partidipation GO0 L] S OB 2 R ) Busnes mbeage Ll 5 0
= Compen=aion amount SR E0) M ceding 1T0 20
— Collectively bargzined 08 EN) Chariable 14104 .08
EOp M il 170 Sl
= Threshold for exception o Sy

dmrouton requreTent P0G | e —————
= incremental amt. for distribuion 5 230,000 EA00) 1)) 4725 per hour
E-:l'l:h:lllrrq:lq—- LUMIRY CAR
_ o okd sl Vehiid es not eligible for cents-per-mile nle®

arelected offcal Reg. §161-21( Hwehicle placed Value cannat
— Bry employes Reg. §161-2() in service in 2020 evmed . . KBST
» Gowernmeen tal employes Reg. §161-21) Bartos £50,400 il Acoﬁiﬁfﬁiang
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STATE UI TAXABLE ~ SUPPLEMENTAL WAGE
WAGE BASE WITHHOLDING RATES [T

2020 2071 Cabformia ......... 5122II9
AL 4 E000 % E0O00 5% or addto regular wages Holl ... 5 LTS (weeidy)
Ak LA1S00 430000 | Mostate tax New Jersey .. ... $ 35300
AZ % 7000 .5 7000 | Compuissame ssregulr wages Mew Yok ... Employes’s weekly wage
AR== % 7.000 .....%70,000 | 6.6 Puerta Rica . ______ 4 9,000
Ca 4 7000 .5 7000 | (3 66%WZFeonbommsandapfons |  Rhodeldand ... % 72,300
oos SEE00 ... 513,100 | 4.63% or addito regulsr wages.
G Emoirm g -
oC $0000 ___ %9000 |(3) e ;m ,
FL L7000 % 7000 | Moststetee =000 | Mawal ... Ve,
GA 3 8500 ...’ 9500 | Z%uSbdepmndng oanpoyedsinore. | Mew Jesey Lo % 34,400
HI* S48300 .. 546800 | Add toregular wages Miw York ... ...... Emplopees wiskly wage
(i L6000 ... 540,000 | 6.925% or add to regulsr wages. Pusrts Rigg . ...... % 9,000
:lr-;‘ glﬁ ———:J;ﬁ ;ﬁ;‘ Rhade ldand ... % 71,000
1 STE00 530600 | 6% oradd i regular wages
K= 544,000 . _5W000 | 5% o addito regular wages
Ko gm 800 __ _$M500 | 5% enly inceme tax mte INFORMATION AIDS
L& 7700 .5 7700 | Determinesame as regular wages.
e SmamSwo | I
MD BS00 .5 BES0D | Raksvaryiy loabty.
M 4 e 5000 | 5% Fonrs BO0-B29-3676
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2021 SOCIAL SECURITY CHANGES

| 2020 | 2021
Maximum Taxable Earnings
Social Security (OASDI only) $137.700 $142.800
Medicare (HI only) No Limut




Payroll Gross Up
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Gross-Up Computation Worksheet

1) Enter net amount to be received by the employee 1)

2) Enter 100%. . . . e e 2)
3) Enter total tax % pald ]m,r Emp]mrer

(that is, FICA% + FIT% + State®%) 3)

4) Subtract line 3 from line 2 | o e 1)

5) Gross wage (divide line 1 h}flme fl} . 5)

6) Amount to withhold (multiply line 5 b}’ line 3) 6)

Proof. Gross wage (line 5) — withholding (line ) = net wage (line 1).

Example:

In 2019, ERK Corporation pays Leonard a $200 cash bonus and also pays his tax liability on
the bonus. Assume Leonard's FICA tax rate is 7.65%, supplemental wage withholding rate is
22% and state income tax rate is 7%. The worksheet is filled out as follows:

Linel1 . . . .. ... $ 200.00

Line 2 100.00%

Line3d . _ . .. ... 7.6504] + 22.00% +7% = 36.65%

Lined . . .. .. ... 100.00% - 36.65% = 63.35%

Line5 = = . $ 200.00 = 63.35% = $315.71

Line6. . . ... ... $ 315.71 X 36.65% = $115.71

Proof: Gross Wage FICA FIT State Net

$315.71 £24.152 $69.46 $22.10 $200.00

11f wages exceed $200,000 the FICA rate increases to 8.55%.

2 [
$200 x 7.65% = 63.35% K{%’%;[r




How to Handle Missing TIN(s)

TIN

Taxpayer |dentification Number
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Tris is the

N0 natification
within a thres
year paiod.

| Send the frst | | Send the
Mo action r ‘ '
required. | FomW-91o | B-Notics to

.

Dhdd tha
payee et

Carmsct your 1
rocords if L .
necessary. ! i E .
| | H
| ! . ] )
| | Llpdau:.-qu Bagm backup | | | Bngmbaﬂkm
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IRS new ruling for Truncating SSNs on




Truncating SSNs on W-2s

¢ To help protect employees from identity theft, the Internal
Revenue Service (IRS) has announced it will truncate Social
Security Numbers (SSNs) on copies of the Form W-2

¢ This includes copies that are provided to employees to report
third party sick pay and group-term life insurance. SSNs,
however, should not be truncated on the employer filing
copies of the Form W-2

*** The first five digits of truncated SSNs will be replaced with
either an asterisk (*Lor an X. For example, a truncated SSN
would appear as eit

er ***_**_1234 or XXX-XX-1234




Year End Checklist

End of year .
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2020 Payroll Year-End Checklist

October

Form year-end committee to include:
[JDepartments that touch year-end process
[ service provider representatives

Hold first year-end committee meeting:

[[]Review prior year-end issues; current year and upcoming
policy changes; and calendar of processing, due dates,
and holidays for year-end and the new year

[[1Receive updates from information technology and
human resources information-systems departments
on implementing Publication 15-T, Federal Income Tax
Withholding Methods 2021 tables

[C] Ensure systems can process revised Forms 941
used for second half of 2020

November
[[] Gather all pertinent information and analyze the Q2, Q3

employee retention credits already taken and any adjustments

to be made to previously filed returns
[1 Analyze any sick pay and extended FMLA credits due

[ Analyze any employer portion of Sacial Security tax deferral

taken in previous quarters

[[] Meet with Accounts Payable on payments and noncash items
deemed taxable that may not yet be recorded in payroll system,

including deceased employee wages from prior year paid to estate;

process in November and December

[[1 identify, develop, and schedule any unique or special year-end reports

December
Meet with:

[[] Information technology and/or third-party providers on
implementing withholding changes and all new tax updates

[[] Accounts Payable: Request data on payments since last
meeting requiring taxation

[C1HR/Benefits: Get information on new and updated
policies for 2021

|:| HR/Benefits: Schedule testing of Form W-2, Box 12,
special codes

[ enefits: Update 2021 benefit deduction tables for new
amounts; verify that third parties have updated tables

Preview current-year Forms W-2 and employee data,
to include:

[ Verifying Earned Income Credit statement is properly on
g properly
employee copies

[ Running mock year-end for Form W-2, Wage and Tax
Statement, with third-quarter data. Verify that:

] No one has negative amounts in any Form W-2 field

[[] Sccial Security numbers are verified (identifying
those without)

[ social Security numbers are not truncated

D Total wages on mock Forms W-2 reconcile with
Form @41, Employer’s Quarterly Federal Tax Return

[ Bank reconciliations are up to date

[ Look for 2021 Social Security wage base and pension
plan limit announcements

D Gather facts, calculate income amounts, and impute into
pay in November and December noncash fringes under the
Special Accounting Rule (e.g., personal use of company car)

[ collect 2021 information, such as Social Security wage
base, deferral limits, and other threshold amounts for
the new year

[Jidentify any state changes to withholding methods

[JGather data on employee workplace location changes
and state withholding balancing and adjustments for
multistate withholding allocations

Do:

[C]Ensure service providers that are calculating tax
withholding are ready for 2021 changes

[[]Message employees on requirements to claim exempt
tax withholding status for 2021

[[] Determine if any estimated tax deposits for adjusted
payrolls are needed and coordinate if necessary with
third-party provider

[ Verify that the service provider has been informed of any
state unemployment experience notices

[ Test 2021 calculations and Form W-4 self-service changes

[[] Communicate to employees how deferred amounts of

the employee portion of Social Security tax are to be
collected in 2021

Don't:

[[] Accept any personal checks from employees to be
applied to year-to-date tax withholding buckets
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2020 Payroll Year-End Checklist

January

Verify:

[] Tax withheld using new formulas on first pay for 2021

[[]Late-December information (e.g., third-party sick pay) is
transferred and managed

1 All payroll bank account reconciliations are up to date

DAII federal, state, and local tax returns balance
to summarized tax reports and ongoing reconciliations
DAII Form 941 credits related to the FFCRA and CARES
Act have been properly calculated and accounted for
[[]Payroll system coding changes for possible substantial
revisions to Form 941 in 2021 and extra withholding for
employee portion of deferred Social Security tax

Review Form W-2 distribution process:

[Jwith any service provider tasked with distributing and
filing the forms

[JFor electronic filing with employees, ensure acceptance
by employees and send a notice to them when forms are
available on secure site

[[1To ensure any special state notification of the Earned
Income Credit related to Form W-2 filing is adhered to
for California, lllinois, Louisiana, Maryland, New Jersey,
Texas, and Virginia

February
[CJFile fourth-quarter Form 941 and annual Form 940 by
Feb. 10 if no additional amounts are due

[[dMessage employees (again) about claiming "exempt”
from income tax withholding; exempt status needs to
be renewed by Feb. 16. If a new Form W-4 has not been
received, update the employee record to single, using
standard withholding

March

State unemployment insurance:

[[1 Verify service provider is informed of any state
unemployment insurance experience notices

[ Verify that new wage bases and rates are included in
payroll system

Communicate to employees any changes for the new

year, including:

[ Social Security wage base, 401(k) limits, tax rate,
withholding, etc.

12021 Form W-4is required for all new hires and
for employees who need to make adjustments

[[12021 reminder to employees about employee portion
of Social Security deferral repayment

File:

[ All Forms W-2 or equivalents with employees and
jurisdictions by their due dates

[[] Fourth-quarter Form 941 (by Feb. 1if balance due;
Feb. 10 if no balance due)

[[1 Form 941 Schedule D if any mergers or acquisitions
occurred in 2020

1 Any third-party sick pay recap form (Form 8922)

[[] Form 940, Employer’s Annual Federal Unemployment
(FUTA) Tax Return, on same schedule as fourth-quarter
Form 941

[ Follow up with service providers to verify that all
returns were filed in a timely manner

[[] Ensure any further prior-year returns due in
February are filed in a timely manner

Year-end debriefing meeting:

[[] Discuss successes, failures, and outstanding issues
with year-end team

[[] Document lessons learned for use in the next
year-end season

[1 Highlight processes that went well and
suggested improvements

[[] Celebrate the end of year-end
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Questions and Answers
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Contact Information

Michael I. Berman, CPA, CITP, Scott Murray, CPA, MBA, Cj Van Hine, CPA,
Partner and IT Director, Tax Manager, Tax Supervisor,
KBST&M KBST&M KBST&M

miberman@kbstm.com smurray@kbstm.com cjvanhine@kbstm.com




Thank You for Attending!

Contact Us

KBST&M
9515 Deereco Road, Suite 801
Timonium, MD 21093-2108
Phone: 410-308-0300
Fax: 410-308-0303
Email: info@kbstm.com
K1 Like our page on Facebook: https://www.facebook.com/kbstmcpas
3 Follow us on Twitter: https://twitter.com/kbstmcpas
[ Connect with us on Linkedin: https://www.linkedin.com/company/1842078
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