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Payroll Benefits — Tax Tracking

Some Medical Insurance and Retirement benefits may be pre-tax status or an annuity contract or
custodial account. The Payroll Item must be setup and the appropriate payroll item(s)
selected in the employee data file before printing employee paychecks.
A pre-tax medical insurance (employee deduction) is recognized as IRS code 125.
This plan reduces taxable wages and social security/medicare wages. Federal/state income
taxes, Social Security/Medicare taxes, and state unemployment taxes also are reduced.

The pre-tax retirement (employee deduction) is recognized as IRS code 457. The
retirement amount is reported in box 12 and coded “G” on the W2 form. This plan reduces
taxable wages and federal/state income taxes. Social Security/Medicare wages and taxes
and state unemployment taxes are not affected.

A retirement annuity contract or custodial account is not a standard retirement
plan. The employer-paid premium is added only to social security/medicare wages, and
social security and medicare taxes are paid on the premium amount. It is recognized as
IRS code 403(b). The employer-paid amount is reported in box 14 on the W2 form.

According to IRS guidelines, employer contributions made to a 403(b) plan generally are
added to the employee’s Social Security/Medicare wages but not to Taxable wages. Both
employee and employer pay Social Security and Medicare taxes. Federal and State income
taxes are not paid on the employer’s contibution.

If enrolled in a retirement plan not sponsored by either the University
or hosted by the Forrest T. Jones plan, employees are encouraged to
contact the insurance agency to determine if their plan differs from
the explanation provided within this document.

Several extension bookkeepers currently are enrolled in the Forrest T. Jones retirement
plan, which is a 403(b) plan. Social Security and Medicare taxes are paid by the employee
and employer on the employer-paid premium.

Effective January 2008, medical, vision, and dental MCHCP premiums paid by council employees
will be considered pre-tax, according to recent IRS ruling. Here is a summary of the medical and
retirement plans and how wages and taxes are affected:

Summary of Plans

Type of Plan Effect on Taxable Wages Effect on Social

Security/Medicare Wages

Pre-Tax Medical, Dental, Reduces taxable wages and federal and | Reduces SS/Medicare wages and

Vision (employee) state income taxes taxes.

PEBSCO Retirement Reduces taxable wages and federal and | No effect.

(employee) state income taxes

PEBSCO Retirement No effect. No effect.

(employer)

Forrest T. Jones or other No effect. No federal or state income Increases SS/Medicare wages.

Taxable employer retirement | taxes paid on employer contribution. Employee and employer pay

contribution SS/Medicare taxes on employer

contribution.
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Sample employee check and W2 form

where employee contributes towards...
e Retirement PEBSCO deduction — deduction from gross wages
e Dental and Medical deduction — deduction from gross wages
And employer contributes towards...
e Forrest T. Jones retirement — taxable.
¢ Retirement PEBSCO (no effect) — non-taxable

Sample Paycheck Stub

Gromer Pyle
1124 5t
ThisCity, MO 63121

Emplowes Pay Stuo Check number: Pay Period: 07012007 - OF/31/2007 Pay Date: 07312007
Ermployes S5 Statis [Fedfitate) Bl cowrarzes/Extra
Gamer L Pye, 1124 5t, This City, MO 63121 =ET.0098 SingledSingle Fed-0i040-00
Earrings and Hours Gty Rate Current YTO Arnowrit Taxable Company tems Current YTO A ot
FALARY - HOURLY 16230 .73 158113 1588113 Retirernent- Employer (Jones] 120.00 120.00
Ceductions From Gross Current YTO Arnount Mortavable Company bermns Current YTO A rmount
Retirement PEBS CO Withiholding -31.60 -31.60 Retirement PEBSCO - Employer 15.81 15.81
Cental (amployes) -10.40 -10.40
RS HC P hdedical Withhalding -T4.30 7430 Message
-116.30 -116.30 .
Tanes Cuorrert ¥TO Arnorit SS/Med Icare
Federal Withholding -155.00 -156.00 Wages
Soc.Sec. Withholding - Employes -100.22 -100.22
hedicare Withholding - Employes -23.44 -23.44 1581.13
M0 - Withholding -3%.00 -33.00 - 84 . 70*
-3 66 311,66 A~ AA
1496.43
Met Pa 1153317 145317
Y +120.00
1616.43
Sample W2 Form
p X .062
100.22 SS
7= Payroll Tax Form ]
1. Interview 2 Form -2 3. Form -3 4. Printing Instructions 1616.43
X .0145 Med
a Control number .. 1 ‘wages, tips, other 2 Fedetal income 23.44
b Employer's ID number .. 43-6013339 compen sation tax withheld
¢ Employer's name, address, and ZIF code 1,464.83 155.00 *Dental & Medical
ATLL-AMERICAN COUNTY EXTENSICN SO0 3 Social security wages A Social zecurity tax withheld
1,616.43 100.22
COURTHOUSE, 4TH FLOOER, 1 ANYVWHERE 9 Medicare wanes and tips 6 Medicare tax withheld Taxable Wages
BESTTOWI Shate Mo 1,616.43 23.44 1581.13
BREGE 7 Social zecurity tips B Allocated tips
-116.30
il Ernployee's social secutity number 9 Advance EIC payrment 10 Dependent care benefits 146483
333-11-9939
11 Mongualified plans 12 See instrs. for box 12
e Employes's rarme a & 31.60
First ~ Gomer Middle Intizl T [ 13 Stetutory ermployes ™ | b
Last  Pyle Retirement plan . = [] c
Third-party sick pay ™= [] d__
f Employee's addrezs and ZIP code 14 Cther
1124 3T descr Retirem Arrit 120.00
THIS CITY State e descr At
63121 descr Arrit
descr At
15 Emplover's state 16  State wagesz, |17 State 18 Local wages, |19 Local 20 Locality
State  identification no. tips, etc incorme tax tips, etc incorme tax Iarre
Mo 111131111 1,464.83 33.00
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Setup Payroll Benefit Items

As the payroll benefits items are modified for tax tracking, QuickBooks will adjust federal and state tax
withholding payroll items, and employee and employer social security and medicare withholding payroll
items. You must perform two tasks before printing employee payrchecks for the payroll items changes to
be effective.:

e Edit or create the Payroll Item.

o Edit the employee data file and assign the appropriate payroll item(s).

The following illustrations provide guidelines for correct tax tracking. To edit or create a payroll item, begin

e Select Lists from menu bar.
o Select Payroll Item List.

Edit existing or setup new payroll items

Edit Existing Payroll Items
o Double-click on appropriate existing payroll item to edit. Cycle through the screens. Review Pre-
Tax Medical, Dental or Vision (employee deduction)..section below..

_or_

Create new Payroll Item for Pre-Tax
o| Click on payroll button at bottom left corner of screen and select New.

o Select Custom Setup in the

Select Setup method screen.
0 Click Next. = Select setup method

Select the setup method you would like to use ko create a new item.

é“‘s‘ﬁ " EZ Setup (uses standard settings; recommended For mosk Users)
A 9C

(S % | Custom Setup (allows editing of all settings; recommended For expert users)

Add new payroll item

= Payroll item type e Select Deduction in the Payroll Item
Type screen.
E Select the type of payroll ikem wou wank to create, (] Click Next.
-~ C_‘!’q‘ﬁ Wage (Hourly Wages, snnual Salary, Commission, Bonus) ¢ Go to Pre-Tax Medical, Dental, or
vé o> Addition (Employee Loan, Misage Reimbursement) Vision (employe deduction).. section.
N { Deduction (Union Dues, 401(K) deferral, Simple IRAY:

&«
O@ Company Contribution (Employer 401k) matching contribution)
é‘? Federal Tax (FUTA, Social Security, Medicare)
State Tax (State Withholding, 501, SUI)

Other Tax (Local Tax, Misc, State Tax)

8 TS T e T T T

v

v
Pre-Tax Medical, Dental, or Vision (employee deduction) 125 Plan
Repeat for each payroll liability. Not all screens are represented in this section.

Enter or change payroll item name. Keep the same payroll liability acct. # 9055.
Use appropriate payroll vendor name.
(example below is a generic name)
Edit payroll item {Deduction:MCHCP PreTax Medical Deduction)

Add new payroll item {Deduction}

—=- Name used in paychecks and payroll Agency for employee-paid liability

i = I'epOI'tS Enter name of agency to
B < Enter name For deduction: S wihich liabiliy is paid: |uriversity of Missouri i
%‘\ﬁ' |MCHCP PreTax Medical Deduction| é% ™ - .
‘é M F I, F ting a deduction For employee 401(k) pl RO o vou t aganey: 175255554
?\G or example, if you are creating a deduction For employes 401(k) plan, . identifies you to agency:

é N wou may want to call it "401{k)". Ol@-‘\
O"p é(.‘ E:ﬁg‘f;’y:;fg;&t), [3000 - Payrall Lisbilties: 8055 - MCHCP .., ]
A :
é? This liability account tracks deductions ko be paid, You can change this

> account at any time,
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Select Premium Only/125 for tax tracking.

Edit payroll item {Deduction:MCHCP Medical Withholding)

Edit payroll item {Deduction:MCHCP PreTax Medical Deducktion

Tax tracking type Taxes

Based on the tax tracking byvpe you've chosen, QuickBooks automatically selects the taxes
that are almost always affecked by this payrallitem. In most cases, wou don't need to
change the selections you see here,

The tax tracking tvpe determines how the pavrall iten appears on tax Forms, Be sure to
choose the correct tax bracking byvpe to ensure that your Forms are correct,

Premiurn Only

| Click Default bo revert
;I ko QuickBooks
automatic settings,

Payrall Tkem
Federal Withholding
Medicare - Employer

This tax tracking type is usually associated with deductions.

Use to report pre-tax deductions for premium only plans and
cafeteria plans associated with a section 125 plan.

Effect on Form 241: Reduces taxable wages on lines 2, 5a, and Sc.

QuickBooks 2005 and above, Effect on Form 244 Reduces taxable wages
on lines 1, 4a, and 4c.
Effect on Form W-2: Reduces taxable wages in box 1, 3, and 5.

Medicare Withholding - Emplayee
Saoc, Sec, - Employer

Default |
||

Soc.5ec. Withholding - Emplaves

MO - Withholding

MO - Unemployment Company _I
-

SNAEANKNANANNR

These taxes should be checked.

 ialculate this item based on quantity!

Select this item if wou want this payroll item to be calculated based on a quantity that
wou enter manually on paychecks.

oo
é mﬂ\ " Calculate this item based on hours

\o ¢

Select this item iF yaou want this payroll itern ta be calculated based on the Reqular
Pay and Overtime Pay hours worked,

I™ Include Sick and Yacation hours P
-

& Neither

Select this item if you want this payroll item ta be based on a percent of Net or
Gross, or aflak amounk per paycheck.

This is the correct setup
for most payroll items.

Back | MNext | Einish | Help | Cancel

Leave all boxes blank in the Default Rate and Limits screen. Click Finish.

¢ Repeat for Pre-Tax Vision and Dental.

Edit the Employee Data file

Go to the Employee Center

Click to highlight the appproriate employee name.

Click Edit employee button.

Under Change Tabs, click the down arrow and select Payroll and Compensation.

Under Additions, Deductions, and Company Contributions, change the current medical, dental
or vision withholding payroll item to the appropriate Pre-Tax payroll item(s).

e If necessary, change the premium amount.

Note: Since you will use the existing payroll liability account number 9055 for MCHCP Medical,
there is no need to create a new payroll liability account. Use the same liability account number
for vision and dental.
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PEBSCO (Nationwide) Retirement Employee withholding 457(b) Plan

The payroll items for PEBSCO employee withhholding and PEBSCO employer contribution
were established in the original QuickBooks data files. Review these payroll items to determine if
they are set up correctly., or create a new payroll item, if necessary. Not all screens are
represented in this section.

e If you are editing an existing PEBSCO (Nationwide) Employee withholding payroll item, skip to
— the Tax tracking screen.
If you are creating a new PEBSCO (Nationwide) Employee withholding payroll item,
o0 Go to page 3, Create New Payroll Item for Pre-tax.
0 Select the same options for Select Setup Method and Payroll Item Type
screens.
o Go to the Tax Tracking Type screen

Select Elective 457(b). Select only Federal and MO Withholding

Edit payroll item {Deduction:Retirement PEBSCO Withlholding

it payroll item (Deduction:Retirement PEBSCO Withlholding

=+ Tlax tracking type
|
/ Thee tax tracking bype determines how the payroll itern appears on tax forms, Be sure ta
1?’ choose the correct tax tracking type ko ensure that wour Forms are carrect,
s

Based on the tax tracking type vou've chosen, QuickBooks automatically selects the taxes
that are almost always affected by this payroll item. In most cases, vou don't need to
change the selections vou see here,

&5
@\ This kax tracking bype is usually associated with deductions. Use for T J. fac kel o - tcohéu?:g;;étkio revert
Q s elective deferrals to Section 457 plans for employees of state or \......: |[Federal Unemplayment l— MR SR,
% local governments or tax-exempt organizations up ko the annual limit o |Federal withhalding
of $15,500 For year 2007, Medicare - Emplayer Default
Effect on Form 941: Reduces taxable wages on line 2. Medicare Withholding - Emplaves
QEZ005 and up. Effect on Form 944 Reduces taxable wages on line 1. q Pl
Effect on Form W-2: Reduces taxable wages in box 1. Reports amount in Soc. Sec. - Employer
bax 12 using code G, —_— Soc.Sec. Withholding - Employes
o o [MO - withholding LI
le
le
Back | Next | Firish Cancel !E Back | Next Einist | Help | Cancel
Edit payroll item {Deduction:MCHCP Medical Withholding)
Calculate based on quantity
" Calculate this item based on quantityi
Select this ikem if you want this payroll item to be calculated based on a quantity that
vou enter manually on paychecks.,
@ﬂ\; " Calculate this item based on heurs
0 . Select this ikem if you want this payroll item ta be calculated based on the Regular
é? Pay and Overkime Pay hours worked,
= 1nclude Sick and Wacation hours
>l
@ Heith b
* Meither h - B
This is th re
Select this ikem if you want this payroll item bo be based on a percent of Met or SIS t € co eCt Setu p
Gross, or a flat amount per paycheck. fo r most pay ro | | items
Back | MNext | Eimish | Help | Cancel

e Leave all boxes blank in the Default Rate and Limits screen. Click Finish.

Edit the Employee Data file

Go to the Employee Center

Click to highlight the appproriate employee name.

Click Edit employee button.

Under Change Tabs, click the down arrow and select Payroll and Compensation.
Under Additions, Deductions, and Company Contributions, change the current PEBSCO
Retirement(Nationwide) witihholding payroll item to the appropriate Pre-Tax payroll item.
e If necessary, change the premium amount.
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PEBSCO (Nationwide) Retirement Employer contribution

Some payroll screens for the Retirement Employer contribution are represented below
dit payroll item {Company Contribution:Retirement PEBSCO -

Edit payroll item (Company Contribution:Retirement PEESCO -

Agency for company-paid liability

Name used in paychecks and payroll

reports
Enter name for company contribution:

Enter name of agency to
which liability is paid:

Letirement PEESCO

Enter the number that I
For example, if vou are creating a company-paid expense, such as identifies you to agency:

health insurance, vou may want to call it 'Health Insurance'.

Liability account ; PEr— —_—
o |QDDD Payroll Liabilies: 9070 * Retirem... ¥ |

This liability account tracks company contributions ko be paid. You can
change this account at any time,

[+ Track Expenses By Job

To track expenses by customer and job, by class, and by service item, select the
checkbo, For more information, dlick Help,

[ Payroll item is inactive _

To hide this item on the Payroll Ttem list, select the checkbos,

Expense account: |2BDD * Payroll Expenses: 2860 Retirem...ﬂ

Company-paid contributions are an expense ko yaur company, You can
change this account at any time,

SR | ] =]
- i . i =T i RO i .
Lo .

Tax tracking type Taxes

Based on the tax tracking bype vou've chosen, QuickBooks automatically selects the taxe
that are almost always affected by this payroll item. In most cases, you don't need ko
change the selections you see here.

The kax tracking tvpe determines how the payroll item appears on tax forms. Be sure to
choose the correct tax tracking tvpe to ensure that vour Forms are correct.

[ -

Are you sure you want 'None' as the tax tracking tvpe?

.{ Payroll Trem Click Default ta revert
| |Federal Unemployrment to Quickﬁooks_
Federal Withhalding |- CMEENTEITE SENTE,
Medicare - Erplover Default |
Medicare Withhalding - Emploves

Sac. Sec. - Emplayer

IF you wank ko report this payroll ikem on your tax Forms, choose a > Sac.Sec. Withhalding - Employes
different tax tracking type. MO - Withholding

o

‘Mone' is bypically used Far pavroll items such as net additions, deductions,
or company contributions that don't affect taxes or tax Forms, These
include items such as expense reimbursements, miscellaneaus after-tax
fees, employes loans, and charitable contribution deductions.

-
Forrest T. Jones or Other Taxable Employer Retirement Contribution
403 (B) Plan

dit payroll item {(Company Contribution:Retirement-Employe:

JlEdit payroll item (Company Contribution:Retirement-Employe

Agency for company-paid liability

Name used in paychecks and payroll :
reports

Enter name for company conkribution:

Enter name of agency to

=]

©  which lisbility is paid:
%'\’\T:s c_;‘P‘s
é | ﬂ} Enter the number that
?\Q?“ For example, if wou are creating a company-paid expense, such as (,\OP‘ idertifies you ko agency: I
é N health insurance, you may want to call it 'Health Insurance'. | é |
Liability accounk
o071 Other B ]
IV Track Expenses By Job . 0 ?‘ tcompany-paid): |9 2000 * Payroll LIabII|IPtIES 90?1 Ol?hrer RetlZament Payable
é To track expenses by customer and job, by class, and by service item, select the ] é T':"S Ilab::l;:y accountt tr:d“ i Sy =
checkbox, For more information, click Help. changs this account &t ary tme.
[~ Payrallitem is inactive | Expense account: |ZSDD  Payroll Expenses: 2561 - Other R... 7|
To hide this item on the Payroll Item list, select the checkbox. ! > Company-paid contributions are an expense to your company. You can
1 change this account at any time,
1

| -
Back Next inish Help | Back MNext Eimish Cano

dit payroll item {Company Contribution:Retirenment-Employe

Tax tracking type Taxes

Based on the kax tracking type you've chosen, QuickBooks autaratically selects the taxes
that are almost always affected by this payrall item, In most cases, you don't need to
change the selections you see here,

The tax tracking type determines how the payroll item appears on tax forms, Be sure to
chonse the correct tax tracking tvpe to ensure that vour Forms are correct,

Iﬁ

This kax tracking type can be associated with any bype of payrall item,
Examples include union dues, health insurance premiums deducted,
nontaxable income, voluntary after-tax contributions, educational

o | Payroll Item Click Default to revert

i |[Federal Unemployment to Quickl_annks_
automatic setkings,

Federal Withhalding —
Medicare - Employer Default |

4

assistance payments, and Sec. 4+14{h)(Z) contribukions. V4
Effect on Form 941: Mone, . " -
QuickBooks 2005 and above, Effect on Form 944: None, o |Medicars Withhalding - Emplayes
Effect on Form W-2: Reports amount in box 14, J |Soc. Sec. - Emplayer
1 > ' |Soc.Sec. withholding - Employes
| 1M - withhalding B
=
'
Back I MNext | Eintish | Cancel l Back | Next | Einisf | Help | Cancel

For assistance on setting up other payroll benefit items, contact your regional QuickBooks trainer or the
QuickBooks Administrator.
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