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Administration

A recording of today’s webinar will be emailed
for your reference or to share with others.

[
=z
<
&
5 ke

o>



Administration

For best quality, call in by phone
iInstead of using your computer speakers.
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Administration

To ask questions during the presentation,
use the questions box on the right side of your screen.
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Administration

Please provide your feedback
at the end of today’s presentation.
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About the speakers

Cindy McSwain

Senior Vice President
Outsourcing Services

Leads AGH'’s outsourcing services
10+ years in outsourcing accounting/payroll
10+ years in audit experience

5+ years in tax experience

Member of AICPA, KSCPA, and numerous civic
organizations
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About the speakers

Pamela Nelson

Payroll Supervisor
Outsourcing Services

Handles payroll processing, reporting and tax
filings for multi-state, multi-site companies

Expertise in technology, employee benefits and
payroll

AGH 2

UNIVERSITY



Welcome!

AGHUniversity.com on-demand webinars

AGHUniversity.com on-demand webinars

Today — Let’s do this!

AGHUniversity.com upcoming webinars AGIH 22
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Polling question #1

Please answer for continuing education credit
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Learning objectives =g

The key takeaways




Learning objectives

|dentify various Learn the taxability

and reporting

types of fringe
benefits O IEINENRE

Understand the

substantiation
requirements
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Compensation

A quick review



Compensation defined

“...all income

from whatever source derived,
including (but not limited to)
compensation for services,
iIncluding fees, commissions,

fringe benefits, and similar items...”

(IRC §61)
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Compensation defined

“...gross income means all income from
whatever source derived, unless excluded by
law. Gross income includes income realized in
any form, whether in money, property or
services. Income may be realized, therefore, in
the form of services, meals, accommodations,
stock, or other property, as well as cash.”

(IRS Regulations §1.61-1)

AGH 2

UNIVERSITY



Compensation breakdown

(IRS Regulations §1.61-1)
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Compensation breakdown

All income (unless excluded by law)

(IRS Regulations §1.61-1)
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Compensation breakdown

All income (unless excluded by law)

Money Property Services

(IRS Regulations §1.61-1)
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Compensation breakdown

All income (unless excluded by law)

Money Property

A 4

Services

Income may be realized in the form of

Services Meals Stock Cash

Other
property

(IRS Regulations §1.61-1)
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Fringe benefits & the IRS

Department of the Treasury Contents
Internal Revenue Service

What'sNew .............................

i i Reminders .. ...
Publication 15-B eminders
Cat. No 297440

Introduction

1. Fringe Benefit Overview ... _________

Employer's 2 FringeSenett Exclusion ules

- Accident and Health Benefits . .

Tax Gulde to Achievement Awards
Adoption Assistance

Athlatic

Fringe e s e ensts

- Dependent Cara Assistance
Beneflts Educational Assistance . .
Employee Discounts . -
Employee Stock Opticns
Employer-Provided Gall Phones
Forusein 2020 Group-Term Lite Insurance Coverage
Health Savings Accounts
Lodging on Your Business Premises
Maals
No-Adtifional-Cost Services
Retirement Planning Senvces .
Transportation (Commuting) Benefits - -
Tuition Reduction .
Working Goniion Banefits

3. Fringe Benefit Valuation Rules
General Valuation Rule . .
Cents-Par-Mile Rule
Commuting Aule
Lease Value Aule .
Unsafe Conditions Gummulmg Rule

4. Rules for Withholding, Depositing, and

Reporting . .
How To Get Tax Help .. .................... o
Index ...l k1]

Future Developments

For the latest information about developments related to
Pub. 15-B, such as legislation enacted after it was
published, go to JAS. gov/Pub158.

What's New

Cents-per-mile rule. The business milsage rate for 2020
i5 57.5 cants per mils. You may use this rale {0 reimburse
e an employes for business us of a personal vehicle. and

p—— under certain conditions, you may use the rate under the
cents-per-mile rue to value the personal use of a vehicie

Dec 28,2018

IRS Publication 15-B
Employer’s Tax Guide
to Fringe Benefits

@ Tax Exempt & Government Entitites
OFFICE OF FEDERAL, STATE

& LOCAL GOVERNMENTS

Fringe Benefit Guide

Publication 5137 Ry 2.3000) Gatalog Number B2 18W
Bupartmant of the Treasury. Intemal Ravencse Sorwice wisirs gow

Deparimen of e Tressry - i Revenss S
Form 14581-A Fringe C iance Self-A
{Jume 2017) For Public Employers

Introduction

tax and Social Securi
ware of he rules that appy to them and their workers bath emplayees and independent mmrx:las) aspecially those related fo
fecieral income, Social Security and

The Form 14581 series consists of seven tax. tools, listed below, for by
i of their compli i ‘The forms have filable check box and
text fields 50 they can inted manually.
For use by Federal, State and Local Government Entities
« Form 14581-A Fringe Benefits Compliance Sell-Assessment
+ Form 145818 Intemationsl Issues Gompliance Self-Assessment
+ Form 145810 Other Tax lssuies Compliance Self-Assessment
« Form 14581-G. Worker Status Compliance Selt-Assessment
For use by State and Local Government Entities Only
+ Form 14581-C Medicare Coverags Compliance Self-Assessmant
« Form 14581E Retirement Plan Coverage Compliance Self-Assessment
« Form 14581F Social Security Coverage Compiiance Self-Assessment

The tools [ sress that compliance issues. They are
for and fling required information returns.
i nd other authoritat that prov

information

Note: The self.assessment tools et 2 ganerl gt o o mos o ss0es it puic ampljers may encountr
e diectthose enties ko adional infrmation a necescay. Th tos are providd for general nfermationonly. They don
the IRS Gon oot overy fuasin frat may bo

ancoimiacas The sources citad ahoukd be yevewed for addienalinformation
Common Errors

The following common armors were identifisd during IRS ausits of public mployers:
« Totals shown on Farms 941 or Form 944 do not reconcile with totals on Forms W-2 and W-3, or between these forms and the

accounting records.
+ Forms W-g and W-4
+ Failure 1o backup withhold on payments to vendars when required

+ Failure o comectly mmpleismﬂa Forme 16

« Failure to apply allowances

Incorrect or missing emplaymsnl pied deposits.
Failure f follow slectonic fing reguiemerts.
reatment of contractors instead of
+ Failure to pay and withhold Medicare-only tax on rehired annLitants
+ Failure o include taxable noncash benefis in emplayee wages.
+ Failure to apply correct withholding niles to election workers and public officials
For Assistance Completing the Self-Assessment Toals:
The following federal tax i licabis to the topics: i i Toolis
IRS website:
« Taols for Federal, State and Local Governments
+ Publication 15, Employer's Tax Guide
+ Publication 15-4, Employer's Supplemental Tax Guide

+ Publication 15-B, Employer's Tax Guids to F ts
+ Publication 515, Withholding of Tax on Nonresident Aliens and Forcign Entilies
+ Publication 953, Faderal Stata Reference Guide
+ Publication 1281, Backup Withhalding for Missing and Incorrect Name/TIN(s)
+ Publication 1779, Independent Coniracior or Employes
+ Publication 5137, Fringe Benefit Guide
+ Publication 5138 Quick Refersnce Guig for Public Emplayers
+ Gavemment Retirement Plans Toolkit
. Plans under Interal don 401
Catalog Number 63844Y wors.gov Form 14581-A (z-2017)

IRS Publication 5137
ringe Benefit Guide
Updated Feb 2020

IRS Form 14581-A
Fringe Benefits
Compliance
Self-Assessment
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Polling question #2

Please answer for continuing education credit
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Learning objective

|dentify fringe benefits




|dentify
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Fringe benefits

No dollar limit on

Je minimis fringe benefits
f
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Fringe benefits

No dollar limit on
de minimis fringe benefits

All cash benelits are taxable.
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Fringe benefits

VM

pon'T | DTy

| 1 Fop T ]" g(lu)t‘ i
Date of “payment” optional for non- = DN’ w’;
‘ . k) GE oROE.
cash benefits as long as reported at ONT - T Don't) ‘
)
least annually. : -
g pon T | S
sa B B . . . ' ’ T B4 §
Nithholding on fringe benefits: FORLET'  oos =

* Add to regular wages

» Option flat tax rate (22% federal)
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Common fringe benefits

Overview and description



Working conditions

Includes property or services

Non-taxable if employee could have deducted
on personal return

Must be business related

Must be substantiated
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De minimis

Based on frequency, not value

Can exclude personal use of business
equipment if minimal

Group meals, employee picnics

Does NOT include cash
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Employee discounts

Property or service must be offered to the
public as part of business

DISCOUNT

CODE

For property, cannot exceed employer’s gross 1
profit percentage times the public price === !
For services, no more than 20% of public ‘ , |
price
4 \Ei

Cannot be excluded for HCE if discount not
offered to all employees

AGIH 2
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Qualified transportation

AGIH 2
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Travel

Must be under accountable plan
(AKA substantiation)

Travel must be temporary

Employee must be away from tax home

Per diems based on location

Per diems can’t extend past one year

AGIH 2
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Transportation

Must be documented

Local business travel

May include air, train, bus, shuttle, and taxi
fares

May be a mileage reimbursement

Can include tools and parking fees

AGIH 2
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Moving expenses

100% taxable




Meals & lodging

Meals are excludable if provided on premises
and for the employer benefit

Meals while traveling fall under travel

expenses

Lodging is excludable if provided on
premises, for the employer benefit, and a
requirement

AGIH 2
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Employee vehicle

Employee vehicle
reimbursement

Excludable if at or
Substantiate less than IRS stated
rates

Methods for employer provided
vehicle

Lease Cents-per- Commuting
valuation rule mile rule rule
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Equipment & allowances

Equipment that is business expense

Reimbursements must be substantiated - - \.\.L,..ILL o e
| \l i | | Sl

Stipends and allowances are not excludable

Uniforms excludable if required and not street
wear




Awards & prizes
Cash is ALWAYS wages

Random drawings, recognition and
performance awards includable

Certain non-cash may be excluded
with specific criteria

UNIVERSITY



Professional licenses & dues

Licenses
Employee must be Directly related to the
required to maintain job

A 4

Dues

Professional
organizations excluded

A 4

Substantiation required

Social clubs taxable

AGIH 2
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Education reimbursement

Working condition fringe

Not allowed for minimum Not allowed if training for Must be required by
job requirements new trade or business employer or law

Qualified educational program

Written program Limited amount

A 4

Qualified scholarships and tuition

AGIH 2
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Dependent care assistance

May provide household and dependent care
to allow employee to work

Must not favor HCEs

Must believe employee can exclude from

gross income

Include in box 10 of W-2

Same limits as cafeteria plan

AGIH 2
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Group term life insurance

Policy in excess of $50,000

Discriminatory plans include entire policy
value

Consider terminated employees and last
paycheck

Spouse or dependent policy greater than
$2,000 makes entire policy taxable
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Polling question #3

Please answer for continuing education credit
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Learning objective

Taxability & reporting requirements




Supplemental wage payments

Anything that isn’t regular wages
— Bonus

— Back pay

— Commissions

Federal withholding at 22%

State withholding — check the rates



Supplemental wage payments

#1 - Supplemental Method
Bonus 1,000.00
Supplemental FIT (22%) -220.00
Supplemental KS SIT (5%) -50.00
FICA (6.2%) -62.00
Medicare (1.45%) -14.50

653.50

#2 - Concurrent with Other Wages (W-4)
Salary 1,500.00
Bonus 1,000.00

Taxable wages 2,500.00

W-4 FIT (M-0) -189.17
K-4 SIT (M-0) -58.13
FICA (6.2%) -155.00
Medicare (1.45%) -36.25

2,061.45

#3 - No Concurrent Wages (Calculated)

1. Add supplemental wages to regular wages and
calculate tax on total

2. Reduce tax calculated by tax already withheld on
regular check

Regular Check
Salary 1,500.00
W-4 FIT (M-0) -77.92
K-4 SIT (M-0) -27.13
FICA (6.2%) -93.00
Medicare (1.45%) -21.75

1,280.20

Bonus Check
Bonus 1,000.00
Concurrent less Regular Check FIT -111.25
Concurrent less Regular Check SIT -31.00
FICA (6.2%) -62.00
Medicare (1.45%) -14.50

781.25

AGIH 2
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Paying employee taxes

Grossing up earnings
Gross earnings = Desired net payments / (100% - total tax %)

Note: Be careful when:

* nearing the FICA wage base limit

« nearing the $200,000 additional Medicare tax wage threshold
« nearing the $1 million threshold for supplemental withholding

AGIH 7
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Paying employee taxes

Gross Up Calculator

Things to consider:
Have they met the FICA thresshold?
What about the 5200,000 limit for FHI?
Has the employee earned > 31 million?

FIT Supplemental rate = 22%
KSSIT Supplemental rate = 5%

Tax Rates
Net Pay effective

Employee Name Amount FICA FHI W/H FIT WiH SIT WIH Total Pay Add| Pay FICA FHI FIT SIT tax rate Gross
Phillips, Sonia 1,500.00 14231 33.28 504.97 11477 2,295.33 795.33 6.20% 1.45% 22.00% 5.00% 34.65% 2,295 33
McSwain, Cindy 2.500.00 23718 5547 841.62 191.28 3,825 55 1,325.55 6.20% 1.45% 22.00% 5.00% 34.65% 3,825 55
Ingrim, Debby 10,000.00 - 240.66 - - 10,240.66 24066 0.00% 2.35% 0.00% 0.00% 2.35% 10,240.66

- - - - - 6.20% 1.45% 0.00% 0.00% 7.65% -

373.49 329.41 16,361.55 2,361.55
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Reporting

W-2s & coding



Wage and tax reconciliation

Earning Code
BEREAVEMMT
BIRTHDAY
BONUS
FRINGE_INS
FRMG_TKPRP
HOLIDAY
JURY

oT

OTHER
REGULAR
REIMB_EXF
SEVERAMCE
SICK
SUB5_OHLTH
THPRTY_LT
WACATION

Hmmuumuuuuuuuuuuﬁc‘q

HEQHHQHHHHHHHHHH%

U

HHHHHQHHHHHHHHHH\S?P

[ = = R S o R N = R s e N R s

HQQHHQHHHHHHHHHHS{#

Year End

8,354.03
15,508.46
769,490.79
82,923.00
5,145.00
96,866.20
661.68
29,886.77
64,876.50
4,481,779.41
23,347.00
21,490.40
79,013.02
24,593.74
10,323.60
244,966.01

5,959,225.61

8,354.03
15,508.46
769,490.79
82,923.00
5,145.00
96,866.20
661.68
20,886.77
64,876.50
4,481,779.41
0.00
21,490.40
79,013.02
2459374
10,323.60
244 966.01

8,354.03
15,508.46
760,490.79
82,923.00
5,145.00
96,866.20
661.68
20,886.77
64,876.50
4,481,779.41
0.00
21,490.40
79,013.02
0.00

0.00
244,966.01

8,354.03
15,508.46
760,490.79
82,923.00
5,145.00
96,866.20
661.68
20,886.77
64,876.50
4,481,779.41
0.00
21,490.40
79,013.02
0.00

0.00

244 966.01

8,354.03
15,508.46
760,490.79
82,923.00
5,145.00
96,866.20
661.68

20, 886.77
64,876.50
4,481,779.41
0.00
21,490.40
79,013.02
0.00

0.00

244 966.01

8,354.03
15,508.46
769,490.79
82,923.00
5,145 .00
96,866.20
661.68

20 886.77
64,876.50
4,481,779.41
0.00
21,490.40
79,013.02
2459374
10,323.60
244 966,01

8,354.03
15,508.46
769,490.79
82,923.00
5,145.00
96,866.20
661.68
20,886.77
64,876.50
4,481,779.41
0.00
21,490.40
79,013.02
0.00

0.00

244 966.01
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Wage and tax reconciliation

S8

Earning Code TF Year End
401K -1 0 0 O -1 0O 283,017 20 -283,017 .20 0.00 0.00 0.00 -283,017 20 0.00
401K _EECU -1 0 0 O -1 0O 578293 -5,782.93 0.00 0.00 0.00 -5,782.93 0.00
401K _EERTH o 0 o o 0o O 22, 47359 0.00 0.00 0.00 0.00 0.00 0.00
401K _ER o 0o o o 0o O 175,051.55 0.00 0.00 0.00 0.00 0.00 0.00
401K_LOAM o o o 0o 0o O 9,883 88 000 0.00 0.00 0.00 0.00 000
ADN_REPAY o 0o o o 0o O 400.00 0.00 0.00 0.00 0.00 0.00 0.00
CHILD_125 -1 -1/-1 -1 -1 -1 1,153 86 -1,153.86 -1,153.86 -1,153.86 -1,153.86 -1,153.86 -1,153.86
CHILD_SUP1 o 0 o o 0o O 16,102 98 0.00 0.00 0.00 0.00 0.00 0.00
CHILD_SUFP2 o 0o o o 0o O 5,355.00 0.00 0.00 0.00 0.00 0.00 0.00
GARMN_FEE o o o 0o 0 O 520.00 000 0.00 0.00 0.00 0.00 000
GARM_FIX o 0o o o 0o O 39,743 86 0.00 0.00 0.00 0.00 0.00 0.00
GARMN_KS5_P1 o 0o o o 0o O 319 88 0.00 0.00 0.00 0.00 0.00 0.00
GARN_PCT1 o o 0o 0o O O 160.00 000 0.00 0.00 0.00 0.00 000
GEMESIS o 0o o o 0o O 2,070.00 0.00 0.00 0.00 0.00 0.00 0.00
HEALTH o 0o o o 0o O 15,873 .44 0.00 0.00 0.00 0.00 0.00 0.00
HEALTH_125 -1 -1/-1 -1 -1 -1 261,403 58 -261,403.58 -261,403.58 -261,403.58 -261,403.58 -261,403.58 -261,403.58
HEALTH_ER o 0o o o 0o O 51408713 0.00 0.00 0.00 0.00 0.00 0.00
MEDSAY_125 -1 -1 -1/-1 -1 -1 5,134 66 -5,134 66 -5,134. 66 -5,134 66 -5,134 66 -5,134 66 -5,134 66
YICA_FAM o 0o o o 0o O 9,125.00 0.00 0.00 0.00 0.00 0.00 0.00
YMCA_SING o 0o o o 0o O 1,700.00 0.00 0.00 0.00 0.00 0.00 0.00
1,369,461.54 5,379,386.38 5,633,269.17 5,633,269.17 5,633,269.17 5,379,386.38 5,633,269.17
st su |
State 1 5,251,581 31 5,500,040 72
State 2 95 682.52 101,105 90
State 3 32,122 55 32,12255
5,379,386.38 5,633,260.17
Variance 0.00 0.00
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Wage and tax reconciliation

Compare reconciliation

to W-2s. %

Compare W-2s to all 941s.




Year-end reporting issues

Form W-2 Reference Guide for Box 12 Codes

Uncollecied social securnty or RRTA tax on tips Substantiated employes business expenses ¥ Dieferrals under a section 4084 nongualified
reimbursements deferred compensation plan
Uncollected Medicare tax on tips (but not Uncollected social security or RATA tax on z Income under a nongualified deferrad
Additional Medicare Tax) taxable cost of group-term life insurance ower compensation plan that fsils to satisfy
550,000 (former employees ondy) sechion 4084
Taxable cost of group-term life insurance ower Uncollecied Medicare tax on taxable cost of AA  |Designated Roth contributions under 8
250,000 group-term life insurance over 350,000 (but not section 401(k) plan
Additional Medicare Tax) (former employees
anly)
Elective deferrals under a section 401 (k) cash Excludable mowing expense reimbursemenis BB Diesignated Roth contribwbions under a
or deferred arrangement plan {including a jpaid directhy to members of the Armed Forces section 403(b) plan
SIMPLE 401k} arrangement})
Elective deferrals under a section 403(b) salary MNontaxable combat pay ] ] Cost of employer-sponsored health
reduction agreement COVErage
Elective defemrals under a section 408(k){5) Employer confributions to an Archer MSA EE Designated Roth contribuwtions under &
salary reduction SEP govermmental section 457 (k) plan
Elective deferrals and employer conftributions Employes salary reduction contributions under FF Femitted benefita under a qualified small
{including nonelective deferrals] to a section a section 408(p) SIMPLE plan employer health reimbursement
457 (b) deferred compensation plan arrangement
Elective deferrals to a section 501 () 18){C1) Adoption benefits GG |Imcome from qualified equity grants under
tex-exempt organization plan section 83(i)
Montaxable sick pay Income from exercise of nonstatutory stock HH |Aggregate deferrals under section B3}

option(s)

edections as of the close of the calendar year

(%% excise tax on excess golden parachute
pEyments

Employer confributions (including employes
coniributions. through & cafeteria plan) to an
employee's health savings account (HSA)

See Box 12 Codes.
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Year-end reporting issues

Employer-provided healith insurance , ~-
— Greater than 250 employees e < oy
— Excludes Indian tribal governments ~ @ _ ™
< =~ >
L >

Deferred compensation

Third-party sick pay

UNIVERSITY



Summary

v Tdeuntify and
value
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Polling question #4

Please answer for continuing education credit
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Thank you for attending

Cindy McSwain Pamela Nelson

Cindy.McSwain@aghlc.com Pamela.Nelson@aghlc.com

316.291.4101 316.291.4032

@ linkedin.com/in/cindymcswain @ linkedin.com/in/pamela-nelson

o twitter.com/AGHCindy

Check out our other webinars! Questions NOT related to today’s content?
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