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Payroll Tax Deferral



Here is what we know today:

The deferral is effective for the period of September 1, 2020, through
December 31, 2020.

Employees are only eligible to defer if they have Social Security taxable
wages egual to or less than:

weekly pay period of less than $2,000
bi-weekly pay period of less than $4,000
semi-monthly pay period of less than $4,333
monthly pay period of less than $8,666

If at any point during the deferral period the taxable wages exceeds these

limits, an employee will not be able to defer their Social Security tax for that
particular check date.



Currently the withholding is a DEFERRAL, not a tax credit or tax cut, therefore future
payback obligations will be necessary. As part of the Treasury’s guidance, any
employee social security that is deferred will need to be paid no later than 5/1/2021.
Employers will have from 1/1/2021-4/30/2021 to withhold and pay the taxes. Taxes
will be considered due based on when the taxes are withheld from the employee. |E:

EE SS from 2020 that is withheld in 2021 will be due at the same time of your regular

()

941 taxes for the same payroll period that it is processed within.



Opt-in/Required: while the notice from the Treasury does not specifically call
out whether this is optional or required, based on the authority on which the
guidance relies, It appears that employers can choose whether to implement
the deferral. The Notice relies on section 7508A of the Internal Revenue Code,
which authorizes the IRS to postpone deadlines for various acts, but does not
permit the IRS to prohibit the timely withholding and payment of taxes.
Consistent with section 7508A, the IRS and Treasury press releases use
permissive language to describe the guidance as "allowing” deferral and
“available” to employers.

The Notice does not apply to employees. Only “employers that are required to
withhold and pay the employee share of social security tax” are designated as
“Affected Taxpayers” for purposes of section 7508A. The Notice does not
desighate employees as “Affected Taxpayers,” and so it appears that the IRS
did not intend to grant employees an independent right to defer withholding,

deposit and payment of the employee portion. @



Please note that based on the guidance provided by the IRS and Treasury,
Employers opting into this deferral will be liable for ensuring the employee’s
taxes are paid and on time. In the event of a termed employee, you could end
up being financially liable to pay the deferred taxes if you are unable to collect
from the employee.

()



If an Employer wishes to participate in the program, despite the lack of detailed guidance, you
may do the following:

1. Contact Customer Service @ customerservice@dominionpayroll.com and notify us that you wish
to participate in this program.

2. Customer Service will provide instructions for blocking the Employee Social Secunty tax. You will
need to block the tax manually on each paycheck for each employee. You will need to block the
tax on every paycheck manually going forward until the end of the year. Payroll systems are
designed to seli-correct Social Securnty taxes in order to keep the system in balance. therefore, if
you do not block the tax on each paycheck the system will attempt to catch up any unpaid
amounts from previous paychecks. In the event of an employee who can defer and then goes
over the limit and is not able to defer anymore. you will have to block the tax and manually
calculate the amount of Social Security that needs to be deducted, due to the self-correcting.
You will need to monitor your ‘Exceptions’ report each payroll to account for any unpaid amounts
for employees
You will separately need to determine how to establish accountability with each employee you
allow to defer these taxes. It will be your responsibility as the Employer to collect these taxes
when they are due, and to cover any unpaid balances due to employee inability to pay back the
unpaid balance.

Dominion Payroll will not be responsible for any penalties or interest associated with your
company’s participation in the program.

Based on the lack of additional guidance provided to payroll providers, we will do our best to
accommodate client requests to participate in this program but we strongly encourage clients to
await further guidance from the IRS.




We h ave an COVID-19: Employee Social Security Deferral Opt-In Form:

This elective deferral of the employee Social Security tax (6.2%) is effective for check dates from
9/1/2020-12/31/2020. If you opt-in to the deferral of your Social Security taxes you are agreeing to the

| ]
employee Opt In
]
fo rl I I th at WI I I be . This is only a deferral of taxes which means you will still be required to pay these taxes at a later

date. The total amount of taxes deferred from 9/1/2020-12/31/2020 will be split evenly and
- across the check dates from 1/1/2021-4/30/2021. You understand and agree that you will be
aval | a b I e n eXt Wee k i responsible for paying the Social Security tax not only on your current check (in 2021) but also
the additional amount that was deferred from 2020.
In the event of a separation of employment during either the deferral period (8/1/2020-
12/31/2020) and the recollection of taxes period (1/1/2021-4/30/2021), we will collect any
remaining outstanding balance of taxes owed from your final paycheck. If there is still a balance

It will explain the e

Employees are only eligible to defer if they have Social Security taxable wages, per weekly pay
period of less than $2,000, per bi-weekly pay period of less than 54,000, per semi-monthly pay

p a ra m ete rS Of t h e period of less than $4,333 and per monthly pay period of less than $8,666. You understand that,
if at any point during the deferral period your pay exceeds those limits, you will not be able to

l . hereby authorize [company name] to defer my portion of Social
Security tax from (starting check date)-12/31/2020. | understand that | will be paying back the
deferred Social Security tax during the period of 1/1/2021-4/30/2021. | further agree that, in the

I-t " I I I . -th event my employment shall terminate, either voluntarily or involuntarily, prior to the full
WI exp al n e repayment of the total amount of Social Security tax deferred from (starting check

date)-12/31/2020, the company may withhold the remaining amount owed from my final pay,

xcept to the extent prohibited by federal or state minimum wage law. If there is any remaining
employees
with [company name] to pay off the balance owed. | represent that this authorization is executed
= ol Bl roluntarily and has not been made as a condition of my continued employment.
responsibility as far ‘ |
as the repayment of

the deferred taxes

Employee Name Payroll NameHR Name

DateDateDate

Employee SignaturePayroll SignatureHR Signature
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Borrowers are also exempted from the loan forgiveness reduction arising from a
reduction in the number of FTE employees during the covered period 1f the
borrower 1s able to document 1n good faith an inability to return to the same level
of business activity as the borrower was operating at before February 135, 2020,
due to compliance with requirements established or guidance 1ssued 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 (CDC),
or the Occupational Safety and Health Administration related to the maintenance

of standards for sanitation, social distancing, or any other worker or customer

safety requirement related to COVID-19 (COVID Requirements or Guidance).

Specifically, borrowers that can certify that they have documented in good faith
that their reduction 1n busimess activity during the covered period stems directly or
indirectly from compliance with such COVID Requirements or Guidance are
exempt from any reduction in their forgiveness amount stemming from a
reduction in FTE employees during the covered period. Such documentation
must include copies of applicable COVID Requirements or Guidance for each

business location and relevant borrower financial records.

Safe Harbor #1

Example: A PPP borrower 1s in the business of selling beauty products both

online and at 1ts physical store. During the covered period, the local government
where the borrower’s store 1s located orders all non-essential businesses,
including the borrower’s business, to shut down their stores, based 1n part on
COVID-19 guidance 1ssued by the CDC in March 2020. Because the borrower’s
business activity during the covered period was reduced compared to its activity
before February 15, 2020 due to compliance with COVID Requirements or
Guidance, the borrower satisfies the Flexibility Act’s exemption and will not have

its forgiveness amount reduced because of a reduction in FTEs during the covered

period, 1f the borrower 1n good faith maintains records regarding the reduction in
business activity and the local government’s shutdown orders that reference a

COVID Requirement or Guidance as described above.
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PPP Forgiveness Report

Client Reports

Navigate to Reporting > Client Reports. In the Search box, key in “CARES” and click on Filter.

¢ Output Name * Report Type




PPP Forgiveness Report

Let the report run with the default filtering,

Grouping and options with the exceptions of the
following:

* Select legal company if you have more than 1

» Change the covered period if you are choosing
24 weeks

 Change the format to excel. The default is now
pdf to meet the expectations of some lenders.

 Keep In mind the pdf format only generates
the Schedule A worksheet, Table 1 and
Table 2




PPP Forgiveness Report

Once your selections are made:

Click on Generate Report.
Once generated, click “Go to My Reports Queue.”
Click on the report generated.

Click “View Report”




PPP Forgiveness Report

Owner-emp|0yees that dO not have 2019 eq rnings In order to indicate ownership for an employee(s), navigate to Employee Management > Employee
) o ) Maintenance > Employment.
history in iSolved to perform the comparison of 1. Select the employee owner.
2019 compensation to the owner maximums, will  Clickonths Eaiticon. = |
: . In the Ownership Percent field, enter the employee’s percent of ownership.
have the loan period wages reported up to the . Click on the Save icon.

. Repeat process for all owners until combined percent equals 100%.

appropriate maximum limit on Line 9 of the
Schedule A based on the 8- or 24-week loan
period

8-week maximum - $15,385

24-week maximum - $20,833

C-corp owner-employees > compensation +
employer contribution to healthcare and
retirement

S-corp owner-employees > compensation +
employer contribution to retirement




PPP Forgiveness Report

FTE Reduction Exceptions

The Small Business Administration has determined that specific exceptions for FTE reduction are: Misc Employee Fields

e Employee terminated for cause during loan period

e Employee declined to be rehired during loan period + Add New (£Edit W Delete % Refresh B San
e Employee requested reduced hours during loan period

In order to track those employees that qualify, you can create a Miscellaneous Field to indicate that one
of the exceptions apply.

Navigate to Client Management > Tables > Misc. Field Categories.

Click on the Add New icon.

The Category Title is discretionary.
Do not check “Data Set Field.”
Click on Save.

on Exception

Once the Category is created, navigate to Client Management > Tables > Misc. Employee Fields.

Click on the Add New icon.

For Field Code, enter “CAREFTEX.”

For Field Title, enter “CARES FTE Reduction Exception.”

For Category, use one created under Misc. Field Categories.
Enter “1” for Display Order.

Select “True/False” for Data Type.

Allow access to Employee, Manager or Supervisor (if applicable).
Click on the Save icon.

6. The Six FTE Reduction Exceptions

* Forany employees during the ... Covered Period

The Borrower made a good-faith, written offer to rehire an employee, which was
rejected by the employee

Were fired for cause
Voluntarily resigned
Voluntarily requested and received a reduction of their hours

Borrower made a good faith, written offer to restore any reduction in hours at the same
salary or wages, but the employee rejected

Borrower was unable to hire similarly qualified employees for unfilled positions by
December 31, 2020

* Any FTE reductions in these cases do not reduce the Borrower’s loan forgiveness.




PPP Forgiveness Report

Additionally, add a field for the exception description. Navigate to Client Management > Tables > Misc.
Employee Fields.

Click on the Add New icon.

For Field Code, enter “CARESFTEXR.”

For Field Title, enter “FTE Reduction Excep Reason.”

For Category, use one created under Misc. Field Categories.

Enter “2” for Display Order.

Select “Text” for Data Type. Misc Employee Fields

The Field Length setting is optional. +AddNew ([@Edit @Delete CRefresh Esave 'O cancel

o

Allow Employee, Manager or Supervisor (if applicable). N
Click on the Save icon. Feld Code: ICARESFTR

€. FTE Reduction Excep Reason

2.
3.
4,
D.
6.
7.
3.
9.




PPP Forgiveness Report

When the employee is identified that qualifies for the FTE Reduction Exception, navigate to Employee
Management > Employee Maintenance > Misc. Fields.

1. Click on “CARES FTE Reduction Exception” to mark as true.

2. Inthe FTE Reduction Excep Reason field, enter text for reason for exception.
3. Click on the Save icon.

Mac Fe'ds

»




PPP Forgiveness Report

FTE Overrides for Employees

An FTE override may need to be added. An example would be if a salary employee did not report hours.

In order to accomplish the override for any of the periods, a Miscellaneous Field needs to be created for
each comparison period to be shown in those areas of the report that show the FTE value.

Here are the Miscellaneous Fields you are able to add:

1.CARESFTELN - Loan Period FTE override

2.CARESFTE19 - 2019 Comparison Period FTE override

3.CARESFTE20 - 2020 Comparison Period FTE override

4.CARESFTESN - Seasonal Comparison Period FTE override
Here is an example of one of the Miscellaneous Fields:

Toes | FTE Querndes

Data Set Felo

Navigate to Client Management>Tables>Misc Field Categories

Click Add New
Category Title — FTE Override

Click Save

Once this step is complete:
Navigate to Client Management>Tables>Misc Employee Fields
Click Add New
Field Code — CARESFTELN (or any others listed above)
Field Title — discretionary or use titles above
Category — FTE Overrides
Display Order - discretionary
Data Type — Numeric
Decimal Places - 2
Other Options - select if you want Employee, Manager or Supervisor access to update this field
Click Save




PPP Forgiveness Report

When the employee is identified that qualifies for the FTE Override, navigate to Employee Management
> Employee Maintenance > Misc. Fields. This field is optional.

1. Click on "CARES FTE Override” and enter the FTE Average
2. Click on the Save icon.

Misc Fields Misc Field History

B Save 'O Cancel
Miscellaneous Field Category
Category: | Al v

Filter

FTE Override

Loan Period FTE Qverride: -
2019 Comparison FTE Override:
020 Comparison FTE Override:

Cmom - N I - - T ™ v -1 -
Seasonal Comparison FTE Overide:




We are answering your questions live on the air right now.

Please submit questions through the
at the bottom of your screen.

O



Questions?

For legislative and regulatory questions, please email:

For inquiries about Dominion Payroll services, please email:

mbreuer@dominionpayroll.com


mailto:questions@dominionpayroll.com

Don’t forget to wash your hands!




