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Payroll  Need-‐to-‐Knows

NASBO	  
April	  16,	  2015	  

	  
Jill	  Maxfield,	  LPS	  
Jill	  Pauley,	  LPS	  

Greg	  Perry,	  Perry	  Law	  Firm	  

IRS  “Lock-‐In”  Le:er

•  Specifies	  the	  withholding	  rate	  (marital	  status)	  and	  maximum	  number	  
of	  withholding	  allowances	  permiMed	  to	  an	  employee	  
•  Looks	  like	  it	  must	  be	  fake;	  but	  it	  probably	  is	  not	  
• Requirements:	  
•  Give	  leMer	  to	  EE	  within	  10	  days	  
• Withhold	  taxes	  based	  on	  the	  rate	  and	  allowances	  specified	  by	  the	  IRS	  
•  Do	  not	  honor	  any	  W-‐4	  different	  than	  lock-‐in	  leMer,	  unless	  it	  results	  in	  MORE	  
income	  tax	  withholding	  

•  Penalty	  –	  ER	  liable	  for	  amount	  of	  addi[onal	  tax	  required	  to	  be	  withheld	  

W-‐2  Spreadsheet

LINCOLN PUBLIC SCHOOLS
2015 Audit of Taxes, Retirement, Annuities, & Subject Acounts
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Wage  Base  and  Tax  Rates

•  Social	  Security 	   	   	  $118,500	  Cap 	  	  	  	  	  	  	  6.2%	  	  EE	  and	  ER	  

• Medicare	  Tax 	   	   	  No	  Cap 	   	  	  	  	  	  	  	  1.45%	  	  EE	  and	  ER	  

• Addt’l	  EE	  Medicare	  Tax	   	  Over	  $200,000 	  	  	  	  	  	  	  Addt’l	  0.9%	  EE	  Only	  

• NPERS 	   	   	   	  Under	  	  $260,000 	  	  	  	  	  	  	  9.78%	  EE;	  9.8778%	  ER	  

•  Federal	  Withholding 	   	  No	  Cap 	   	  	  	  	  	  	  	  Tables	  change	  Jan	  1	  

	  

W-‐4  ExempFon

•  Staff	  who	  claim	  exempt	  must	  complete	  a	  new	  W-‐4	  each	  year.	  	  For	  
those	  who	  claimed	  exempt	  in	  2015,	  they	  will	  have	  un[l	  February	  16,	  
2016	  to	  refile.	  
• Otherwise,	  you	  must	  withhold	  as	  if	  the	  employee	  was	  single	  claiming	  
no	  exemp[ons.	  
• An	  employee	  cannot	  claim	  exempt	  and	  have	  an	  addi[onal	  amount	  on	  
the	  W-‐4.	  
•  Employees	  can	  change	  any[me.	  
•  Employer	  has	  30	  days	  to	  make	  change.	  

Online  W-‐2s

•  Employee	  must	  consent	  to	  not	  receive	  a	  paper	  W-‐2.	  

•  Employer	  cannot	  mandate.	  

• Once	  an	  employee	  consents,	  it	  stays	  in	  place	  from	  year	  to	  year	  un[l	  
they	  unconsent.	  

•  Electronic	  W-‐2s	  can	  be	  ready	  before	  paper	  copies	  are	  mailed.	  
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Direct  Deposit

• Nebraska	  law	  allows	  schools	  to	  require	  direct	  deposit	  informa[on	  for	  
payroll	  checks.	  

•  The	  construc[ve	  receipt	  obliga[on	  is	  met	  by	  wri[ng	  the	  check	  and	  
holding	  it	  un[l	  all	  requirement	  payment	  informa[on	  is	  received	  
(rou[ng	  number	  and	  account	  number).	  

• Can	  hold	  their	  paycheck	  indefinitely.	  

Voluntary  Payroll  DeducFons

•  Health	  Insurance	  Premiums	  (medical,	  dental,	  eye	  care)—If	  part	  of	  Sec[on	  
125	  plan,	  deduc[ons	  are	  pre-‐taxed	  of	  federal	  and	  state	  taxes.	  

•  Disability	  Insurance—Employee	  can	  elect	  if	  they	  want	  premium	  to	  be	  pre	  
or	  post	  tax	  deduc[on	  which	  in	  turn	  determines	  if	  the	  payment	  from	  
disability	  is	  taxed	  when	  it	  is	  paid.	  

•  Group	  Life	  Insurance—Up	  to	  $50,000	  for	  employee	  life	  is	  pre-‐taxed.	  	  
Amount	  over	  $50,000	  is	  taxed	  and	  the	  value	  of	  the	  insurance	  benefit	  
maybe	  income	  to	  the	  employee	  (based	  on	  the	  age	  of	  the	  employee	  as	  of	  
December	  31st.	  

•  Spouse	  and	  Child	  Life	  Insurance	  are	  always	  taxable.	  

ReporFng  Payroll  Taxes
•  Federal	  Tax	  Deposits	  

•  Employers	  with	  less	  than	  $50,000	  in	  employment	  tax	  liability	  in	  12	  month	  “look	  
back”	  period	  must	  deposit	  taxes	  monthly.	  

•  Employers	  with	  more	  than	  $50,000	  in	  employment	  tax	  liability	  in	  12	  month	  “look	  
back”	  period	  must	  deposit	  taxes	  semi-‐weekly.	  

•  If	  tax	  liability	  reaches	  $100,000	  on	  any	  day,	  the	  taxes	  must	  be	  deposited	  by	  the	  next	  
business	  day.	  

•  If	  tax	  liability	  for	  payday	  is	  under	  $100,000	  when	  payday	  is	  Wednesday,	  Thursday,	  or	  
Friday,	  the	  deposit	  is	  due	  on	  the	  following	  Wednesday.	  

•  If	  tax	  liability	  for	  payday	  is	  under	  $100,000	  when	  payday	  is	  Saturday,	  Sunday,	  
Monday,	  or	  Tuesday,	  the	  deposit	  is	  due	  on	  the	  following	  Friday.	  
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ReporFng  Payroll  Taxes

•  School	  districts	  do	  not	  have	  to	  pay	  FUTA	  (Federal	  Unemployment	  
Tax)	  

•  Employer’s	  Quarterly	  Payroll	  Tax	  Return	  (Form	  941)	  
-‐Due	  April	  30,	  July	  31,	  October	  31,	  and	  January	  31	  
	  

• Wage	  &	  Tax	  Statements	  (W-‐2)	  
-‐Make	  available	  to	  employees	  by	  January	  31	  
-‐File	  electronically	  with	  Social	  Security	  Administra[on	  by	  March	  31	  (paper	  filers	  
must	  file	  by	  February	  28)	  
	  
	  

Paying  Out  Leave  and  Severance  Pay

• Payment	  required	  for	  unused	  vaca[on	  and	  PTO	  
• Pay	  at	  higher	  tax	  rates	  

-‐Federal	  rate	  is	  25%	  
	  
-‐Nebraska	  state	  rate	  is	  5%	  
	  
-‐Do	  not	  take	  re[rement	  out	  from	  these	  payments	  

Hire  Dates  and  TerminaFon  Dates

•  These	  dates	  are	  becoming	  very	  important.	  

•  They	  are	  used	  for:	  

-‐Affordable	  Care	  Act	  
-‐Unemployment	  
-‐NPERS	  	  
-‐Worker’s	  Compensa[on	  
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Name  Changes

•  In	  order	  to	  change	  an	  employee’s	  name,	  you	  should	  require	  them	  to	  
show	  you	  their	  social	  security	  card.	  

•  You	  can	  use	  the	  Social	  Security’s	  Business	  Services	  Online	  website	  to	  
verify	  you	  have	  the	  correct	  name	  with	  the	  correct	  social	  security	  
number.	  

Same  Sex  Health  Insurance

•  Effec[ve	  January	  1,	  2014,	  EHA	  allowed	  same	  sex	  spouses	  to	  be	  covered	  
under	  the	  employee’s	  health	  insurance	  plan.	  

•  The	  health	  insurance	  plan	  contribu[ons	  are	  excluded	  from	  federal	  income.	  

•  However,	  the	  plan	  contribu[ons	  are	  taxable	  for	  Nebraska	  withholding.	  

• Must	  impute	  the	  taxable	  income	  subject	  to	  Nebraska	  tax.	  	  This	  would	  be	  
the	  difference	  between	  the	  employee’s	  insurance	  premium	  with	  spouse	  
coverage	  and	  the	  employee’s	  original	  insurance	  premium.	  	  

Minimum  Wage

•  The	  Nebraska	  minimum	  wage	  law	  does	  not	  apply	  to	  “Any	  individual	  
employed	  by	  the	  United	  States,	  or	  by	  the	  state	  or	  any	  poli[cal	  
subdivision	  thereof”.	  
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QuesFons


