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From the editor

 
Debera Salam, CPP 
Editor-in-Chief 
Payroll Perspectives from EY

The end of 2016 is now just three months away, and when it comes to 
meeting the complex information reporting requirements under the 
Affordable Care Act (ACA), now is the time to closely examine your 
compliance preparedness. 

To assist in this process, this issue of Payroll Perspectives includes key 
findings and analysis from the Bloomberg BNA and Ernst & Young LLP 
seminar held on July 19, 2016. Attendees heard from ACA compliance 
leaders who shared insights and strategies for preparing for the more 
rigorous 2016 compliance regime. 

We hope you find this information helpful as you plan to meet this year’s  
ACA reporting requirements.  

Warmly,

Connect with us

Follow us on Twitter

Join us on LinkedIn: Payroll Perspectives from EY

ACA special report 
and videos available    

Video highlights of the Bloomberg 
BNA and Ernst & Young LLP seminar 
are available here. 

Our special report, IRS compliance 
and reporting: year-one 
retrospective, is available here.  

Affordable Care Act

IRS compliance  
and reporting
Year-one retrospective

http://www.twitter.com/EYEmploymentTax
https://www.linkedin.com/grp/home?gid=4307305
http://www.bna.com/affordable-care-act?utm_source=EY&utm_medium=SponsorPromo&utm_campaign=ACAEvent
http://www.ey.com/Publication/vwLUAssets/ey-aca-one-year-retrospective/$FILE/ey-aca-one-year-retrospective.pdf
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ACA IRS information reporting: year-one retrospective

Even though the Affordable Care 
Act (ACA) was signed into law more 
than five years ago, 2015 was the 
first year employers were required 
to report their compliance with the 
act’s employer mandate to their 
employees and the IRS.

ACA’s statutory IRS reporting requires 
employers to gather data from a number 
of internal sources and possibly outside 
business partners, then analyze it against the 
IRS requirements. This task is complicated 
by the ACA’s prescriptive requirements and 
definitions, which in many cases differ from 
accepted industry vernacular.

The IRS had hoped that employers would 
use tax year 2015 to establish a repeatable 
process for completing Form 1095-C for 
employees and for transmitting Form 1094-C, 
which contains important information about 
employee counts for each reporting entity, 
to the IRS.

Given the complexity of this undertaking, the 
IRS offered several forms of transition relief 
in 2015, including:

• Lowering to only 70% the number 
of covered full-time workers of each 
employing entity to avoid potential 
penalties under IRC Section 4980H(a)

• Waiving accuracy-related penalties 
if the employer made a “good faith” 
effort to comply on promptly filed and 
furnished forms

• Extending each filing deadline (March 31 for 
furnishing Forms 1095-C to employees and 
June 30 for transmitting Forms 1094-C and 
1095-C to the IRS, if filing electronically)

Employers have made huge strides in getting 
their ACA compliance processes in order, but 
the law’s complexity remains a challenge. 

Even employers that offer coverage to 
virtually all their employees have been 
blindsided by the complexity of the data 
collection and analysis necessary to meet 
ACA compliance and reporting requirements.

In addition, 2016 will present even greater 
challenges for employers because much of 
the transition relief available for tax year 
2015 reporting no longer applies. For tax 
year 2016:

• An employer needs to offer health care 
coverage to at least 95% of its full-time 
workforce starting with its plan year that 
begins in 2016.

• The relief for accuracy-related penalties no 
longer applies.

• The filing deadlines revert to the statutory 
deadlines of January 31 for Forms 1095-C, 
and March 31 for Forms 1094-C (for 
employers filing electronically and not 
requesting an extension).

• Employers must evaluate and respond to 
the premium tax credit notices that are 
now being issued by the federally managed 
Health Insurance Marketplace.

Some employers recognize that what may 
have seemed like a simple, straightforward 
process may actually expose them to 
significant financial risks, and some may 
be looking to re-evaluate their process and 
business partners. But every business shares 
the question, “Is the process I used in 2015 
able to withstand the additional scrutiny 
required for 2016 reporting?”

 Employers have made huge strides 
in getting their ACA compliance 
processes in order, but the law’s 
complexity remains a challenge.

Transition relief in 2015 
• Employers could offer coverage to 

only 70% of the full-time workforce 
of each employing entity to avoid 
potential penalties under IRC 
Section 4980H(a).

• A waiver of accuracy-related penalties 
was available if the employer made 
a “good faith” effort to comply on 
promptly filed and furnished forms.

• An extension was allowed for 
each filing deadline (March 31 for 
furnishing Forms 1095-C to employees 
and June 30 for transmitting 
Forms 1094 C and 1095-C to the IRS, 
if filing electronically).

The Affordable Care Act  
then and now

Tougher standards for 2016 

• An employer needs to offer health 
care coverage to at least 95% of its 
full-time workforce starting with its 
plan year that begins in 2016.

• The relief for accuracy-related 
penalties no longer applies.

• The filing deadlines revert to the 
statutory deadlines of January 31 
for Forms 1095-C and March 31 for 
Forms 1094-C (for employers filing 
electronically and not requesting an 
extension).

• Employers must evaluate and respond 
to the premium tax credit notices 
that are now being issued by the 
federally managed Health Insurance 
Marketplace.

Overview

https://www.irs.gov/pub/irs-pdf/f1095c.pdf
https://www.irs.gov/pub/irs-pdf/f1094c.pdf
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A basic ACA tenet that proved problematic for many employers was the 
traditional “facts and circumstances” test for determining which workers are 
considered employees under the ACA.

The ACA uses the common-law standard for defining a company’s employees, which shines 
a light on two unique groups that may not have been historically offered benefits coverage: 
contractors and contingent workers. Both groups are used in a variety of capacities — IT 
support, interns, on-call nurses, seasonal employees, writers or marketing talent, temporary 
contract labor, and other IRS Form 1099 workers.

Confirming that contingent workers are not common-law employees means evaluating the 
facts and circumstances surrounding each contingent worker, establishing internal protocols 
for hiring contractors and reviewing the language used in staffing agency contracts. These 
steps can help employers identify a contingent worker blind spot.

Once an employer has identified the ACA-defined employee population, it needs to measure 
whether these employees are full-time. ACA regulations outline the process for determining 
whether both current employees and new hires are considered “full-time,” a process 
commonly referred to as “full-time determinations” (FTDs). However, many employers have 
yet to make these determinations part of their onboarding and annual enrollment processes in 
the manner required by ACA regulations.

This calculation will become more critical in 2016, since failing to offer health care coverage 
to at least 95% of the full-time employees in a reporting entity in a given month can subject 
the employer to a nondeductible excise tax penalty equaling the product of $180 (or $2,160 if 
applicable for all 12 months in the reporting year) and the total number of full-time employees 
in an entity (the IRC Section 4980H(a) penalty, or “A Penalty”). In addition, failing to offer 
these employees coverage deemed “affordable” or providing “minimum value” can subject 
the employer to a $270-per-month (or $3,240 if applicable for all 12 months in the reporting 
year) nondeductible excise tax on each employee who receives a premium tax credit from a 
state exchange (the IRC Section 4980H(b) penalty, or “B Penalty”).

Many employers have taken false comfort in believing that their coverage offer to full-time 
employees eliminates the need to perform FTDs. The determinations, however, can be 
nuanced, like much of the ACA.

“ Many of the employers we work with believed they had a good handle on 
FTDs,” said Michael Toth, a senior manager in Ernst & Young LLP’s ACA 
practice, serving financial services companies. “But when you start to 
discuss the nuances of the FTD practice, they are often surprised and want 
to learn more details.”

Employee classification — known knowns, 
known unknowns and unknown unknowns
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Employee classification — known knowns,  
known unknowns and unknown unknowns 
Continued

To fully comply with the ACA FTD rules, employers need to evaluate all employees throughout 
their employment tenure, often using different methods or different periods that sometimes 
overlap. The process, as follows, is the same regardless of whether an employer offers self-
insured or fully insured coverage.

• Track and document employees’ actual hours of service. The employer is required to track 
and document hourly employees’ actual hours of service but is allowed to use equivalencies 
(e.g., 40 hours per week or 8 hours per day) to substantiate the hours of service for 
employees who are not paid on an hourly basis.

• Choose either the Lookback Measurement Method or the Monthly Measurement Method. 
The employer needs to decide which of two permissible measurement methods it will 
use to make its FTDs — the Monthly Measurement Method or the Lookback Measurement 
Method. The Monthly Method offers an employer more flexibility if it has employees who 
frequently switch between full-time and part-time schedules. However, the FTDs can only 
be determined after the fact. The Lookback Method permits an employer to apply FTDs 
prospectively, but at the expense of an employee retaining full-time status for the length of 
a “stability period.”

• Observation. The employer is permitted to use different measurement methods or 
measurement periods for different groups of employees. However, employees can only be 
grouped based on specific criteria outlined in the regulations: salaried vs. hourly employees, 
union vs. non-union, working in different states and working for different legal entities.

• The Lookback Measurement Method. At the time of hire, an employer using the Lookback 
Measurement Method needs to determine whether the employee is expected to average 30 
hours of service (which includes, for instance, paid time off and an adjustment for certain 
leaves of absence) per week or 130 hours of service per month, the ACA definition of a 
full-time employee. If the employee meets this standard, the employer would need to offer 
the employee the opportunity to enroll in health care coverage no later than the first day 
of the first calendar month immediately following the first three full calendar months of 
employment in order to avoid a potential penalty.

Note: In the event an employer is using the Lookback Method to measure its employees 
to determine full-time status, employees who are reasonably expected to be full-time at 
the time of hire should be measured monthly until they enter a “standard stability period” 
following the completion of a “standard measurement period.”

• The Monthly Measurement Method. The employer electing the Monthly Measurement 
Method has three full calendar months to offer coverage to an employee who measures full-
time. The three full months include the first month the employee measured full-time, and 
this three-month period may be applied only once per period of employment. A new period 
of employment begins only after the employee has incurred a break in service. This means 
that if the employee moves between full-time and not-full-time status without a break in 
service, an offer must be in place in those months the employee measures full-time to avoid 
a potential penalty.
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For employees not hired into full-time positions, the process for determining whether they 
should be classified as full-time employees is even more complex. For hourly employees, 
the employer needs to track actual hours worked, in addition to paid time off and periods of 
special leave, to determine whether they averaged 30 hours of service per week.

• The pros and cons of the Monthly Measurement and Lookback methods:

• The Monthly Measurement Method. This method can change an employee’s status and, 
therefore, the need to offer health care coverage, to change on a monthly basis. To add to 
the complexity, the determination cannot be finalized until after the month is completed. 
Therefore, to avoid the employer shared responsibility excise tax, an employer will need 
either extremely good insight into which of its employees may tend to work 30 hours per 
week or an extremely accurate scheduling and time management process.

• The Lookback Method (LBM). The LBM allows employees to be measured over a period 
of up to 12 months. After employees are measured over the lookback period, they enter a 
stability period of equal length. For instance, if the employee is determined to be full-time, 
the employer needs to offer coverage during the entire stability period or potentially be 
subject to employer shared responsibility penalties. For 2016 reporting, employers need 
to determine their employees’ status using data for those employed or hired from as far 
back as 2014.

“ The Monthly Method is far easier to implement but can create an operational 
nightmare if an employer has employees whose hours of service fluctuate 
above and below the 30-hours-a-week threshold,” said Ann Bradshaw, 
Ernst & Young LLP’s ACA Leader for the Southwest Region. “The Lookback 
Method can provide greater predictability but is also far more challenging 
to compute.” 

For all employees, the hours counted include hours of service at all entities under the 
controlled group. Employees who work in multiple entities during the year may need to receive 
multiple Forms 1095-C. The employee is allocated to the entity for which he or she had the 
most hours of service in a given month.

In the end, employers must carefully consider several questions that potentially impact their 
ACA compliance and reporting process, including the following:

1. Do you understand the entire process and nuances for measuring your employees 
according to ACA regulations?

2. Did you choose the right method for your workforce population?

3. Are you tracking hours for alternative compensation arrangements?

4. Do you have both the necessary data and documentation regarding your process to 
demonstrate compliance tracking and measurement?

1. Do you understand the entire 
process and nuances for measuring 
your employees according to ACA 
regulations?

2. Did you choose the right method for 
your workforce population?

3. Are you tracking hours for 
alternative compensation 
arrangements?

4. Do you have both the necessary data 
and documentation regarding your 
process to demonstrate compliance 
tracking and measurement?

ACA compliance  
and reporting 
Four questions to ask
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Data dilemmas —  
finding new ways of working together

A problematic area for employers is gathering and analyzing the data needed 
to properly issue the IRS forms. In many cases, employers significantly 
underestimate the time and complexity involved.

Data is typically housed with both in-house sources and outside business partners, including 
payroll providers and one or several health care, COBRA,1 disability, leave of absence and 
retiree benefit administrators.

This can present four major challenges.

1. Data integration. Existing in-house and business partner data processes were often 
designed to meet a sole purpose. In contrast, the ACA requires the aggregation and then 
integration of these data sources.

“ The ACA requires a level of internal coordination far greater than the typical process for 
reporting,” said Stephanie Swann, Ernst & Young LLP’s ACA Indirect Tax National Markets 
Leader. “Having a project manager who can get everyone to move in the same direction 
with the same quality of information is critical to developing an efficient process for ACA.”

2. Data formatting. IT teams cannot just send data in the format they have on hand. Instead, 
they must become conversant in ACA regulations and vernacular and often provide the 
data in a new format mandated by a business partner.

“For most employers, HR and benefits departments had a strong understanding of the 
ACA and its terminology in order to make their plans compliant,” said Bradshaw. “But for 
purposes of reporting, a client’s data team plays a critical role, which requires it to develop 
the same appreciation of the ACA. The learning curve in many cases was pretty steep.

“IT team members often had to rework data into a specific format so it could be analyzed 
using tools developed by third-party business partners to properly assign the codes for 
the Forms 1095-C. This required the data teams to develop customized queries to extract 
the specific slice of data needed. These new data requests in turn often forced employers 
to re-prioritize IT resources and timelines, resources which in many cases work with 
schedules established months in advance with little capacity for additional projects.”

3. ACA indoctrination. The regulations also required integration of COBRA, disability and 
leave of absence into the reporting process, with the consequent need to educate the 
people responsible for those areas on the ACA. Many employers and their third-party plan 
administrators were overwhelmed by the need to create new or rerun existing reports, 
which led to delays and added time pressure. As important, the data teams needed time 
to coordinate with their counterparts in HR/benefits to evaluate the accuracy of data or 
system logic producing the data results.

“It usually takes more time to build the requisite ACA reporting data file than you can 
expect or imagine,” said Toth. “The ACA has its own unique lexicon. You need to speak 
ACA. You need to translate your data into ACA.”

• Data integration 

• Data formatting 

• Indoctrination 

• Proofreading and quality checks 

ACA's data dilemmas

1 Consolidated Omnibus Budget Reconciliation Act.
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The most effective advisory support model offers a variety of 
backgrounds, including former IRS and U.S. Treasury officials 
who developed the ACA legislation and regulations, seasoned 
benefits professionals from corporate and consulting firms, and 
tax professionals who understand the finer points of the ACA and 
who can counsel employers on how to handle the many thorny 
ACA reporting issues.

“When we started to dig deeper into the regulations, it became 
clear that the devil is in the details,” said Swann. “That’s why 
we use — and always recommend — a dedicated overall project 
manager, subject-matter professional and ACA data specialist as 
a core team to know … or in our case, to coach our clients on … 
what they need to do. Building on the strength of our core teams, 
we are undertaking efforts to streamline further our ACA process 
so that we can make it as easy as possible for our clients to 
comply with the more stringent 2016 ACA requirements.”

4. Proofreading and quality checks. The production of 
Forms 1095-C and 1094-C could expose data flaws and 
shortcomings that needed to be fixed so inaccurate information 
was not distributed to employees and transmitted to the IRS.

“Many employers that don’t update their data annually or by year-
end, or don’t track dependent Social Security numbers, will find 
that production of the Form 1095-C is a day of reckoning for the 
accuracy of their data,” said Toth. “Once these data issues are 
uncovered, the HRIS2 team needs to scrub the data and resend it 
to the vendor, who produces a new Form 1095-C that will then be 
re-reviewed by the HR/benefits team to make sure it produces an 
expected or at least explainable result.”

Bradshaw said: “I worked with a lot of clients this year, and those 
with smooth transitions had several things in common. It made 
a huge difference when a cross-functional team worked together 
through the implementation process. The data people at those 
employers gained an understanding of how the data was to be 
used because they teamed with the compensation and benefits 
people who understood the intricacies of their health plans and 
origin of the information placed into the HRIS system. These 
blended teams also included representatives from tax, legal 
and payroll, because we found critical decisions often involved 
determinations by these groups.”
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Getting the indicator codes correct is complicated

Determining an employer’s common-
law employees and whether they are 
considered full-time under the ACA 
is just the lead-up to the essence 
of ACA compliance and reporting — 
analyzing the data so it can be 
properly reported on Forms 1095-C 
before they are sent to employees. 
The IRS created 18 distinct 
indicator codes that show the type 
of coverage for which employees 
were eligible, their employment 
status and whether that employee 
enrolled in coverage or was subject 
to an affordability safe harbor. For 
2016, the IRS retired indicator codes 
that applied only to 2015 transition 
rules but added two new codes for 
employers making conditional offers 
to spouses — which will only increase 
the complexity.

For 2016, the IRS retired indicator 
codes that applied only to 2015 
transition rules but added two 
new codes for employers making 
conditional offers to spouses — 
which will only increase the 
complexity.

Each indicator code is the result of multiple factors and nuances that can vary based on 
employment status and the parameters of an employee’s health care coverage, which can 
change from month to month. Even employers with predominantly full-time workforces that 
offer health care coverage to most of their employees — including those not required to be 
covered under the ACA — can have multiple indicator code combinations on Forms 1095-C 
throughout the year.

In addition, several attributes of a company’s onboarding and termination process can lead to 
unique reporting results. For example:

• Date health care coverage is offered. Employers should track the date the enrollment packet 
was mailed to the employee — something that may not have been captured in the past.

• Date health care coverage begins for new hires and rehires. Depending on your coverage 
policy, coverage can begin on the date of hire, on the first day of the month following hire, 
after a probationary period or on some other date.

• Date health care coverage ends. When a terminated employee leaves, coverage might 
end on the date of termination, on the last day of that month or on some other date. Some 
employers will terminate coverage when an employee transfers into a new benefits-ineligible 
position. The dates when coverage is terminated under those circumstances also need to 
be documented.

• Tracking hours. ACA requires tracking of actual hours worked as opposed to scheduled hours.

• Paid time off. Consider the calculation of hours an employee is paid or entitled to payment 
due to vacation, holiday, illness, incapacity (including disability), layoff, jury duty, military 
duty or leave of absence.

• Unpaid leave. If using LBM, adjust the hours-of-service calculation for “special” periods of 
unpaid leave, specifically jury duty, military leave or Family and Medical Leave Act.

• Interns and short-term workers. The employer must track hours of service for paid interns 
and seasonal workers. How are they being measured?

“More than a few of the employers I worked with were surprised by the number of 
combinations that were developed on their Forms 1095-C,” said Toth. “Their initial reaction 
was often, ‘Well, that’s not right,’ and the more deeply we dug, the more clients came to 
realize the anomalies were due to data they were providing.”
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Transmitting forms to the IRS

As maddening as the process for developing Forms 1095-C can be, the 
process for transmitting them to the IRS with the Form 1094-C transmittal 
can be equally challenging. The development of a new electronic transmittal 
process named the Affordable Care Act Information Returns (AIR) program 
was a major undertaking for the IRS, but necessary given the volume and 
complexity of the data.

“The volume of ACA reports will likely exceed any other type of reporting the IRS has 
received for a specific program to date,” said Raymond Grove, a senior manager in 
Ernst & Young LLP’s National Tax ACA operations.

The AIR process requires a transmitter to sign up and then establish a test link that must 
be approved by the IRS before the transmitter can send forms on behalf of an employer. 
The process for becoming an approved transmitter can be time-consuming and challenging, 
with some business partners ultimately deciding that the employer is in the best position to 
establish the link and have responsibility for transmitting data to the IRS. Unfortunately, for 
the 2015 reporting year, that last-minute revelation left many organizations without a clear 
path to fulfill their reporting obligations in a timely manner.

Many employers were surprised to find that files they submitted were rejected 
or partially accepted because the information submitted did not match the 
proper legal number and FEIN the IRS had on file.

Many employers were surprised to find that files they submitted were rejected or partially 
accepted because the information submitted did not match the proper legal name and 
Federal Employer Identification Number (FEIN) the IRS had on file. Employers also found 
that some employee records were rejected or partially accepted because of a disagreement 
between an employee’s name and Taxpayer Identification Number (TIN) submitted and the 
IRS files; this occurred even though many employees used the same name and TIN they 
used in Form W-2 reporting, which they had previously verified against the Social Security 
Administration’s database.

“Anticipating some of these first-year system issues, we purposely designed our process to be 
in line with the manual user interface instead of application-to-application,” said Grove. “This 
gave our employers more direct control and responsibility for the consistency of data being 
transmitted. I suspect any company that relied on an application-based system protocol ran 
into far more quirks than we’ve seen with the AIR system.”

https://www.irs.gov/for-tax-pros/software-developers/information-returns/affordable-care-act-information-return-air-program
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Looking forward — the final frontier

For all their good intentions, great expectations and best efforts, many 
employers still raced to complete ACA implementation right up to the IRS 
extended filing deadlines and, in some cases, beyond.

The ACA’s definition of compliance is very broad. The decision whether to keep compliance in-
house, purchase software or engage a third-party business partner to handle ACA compliance 
and reporting is complex and requires careful coordination regardless of your approach.

“Employers with well-integrated teams had the best and most efficient ACA compliance and 
reporting process,” Bradshaw said. “It was tough for those whose data team operated in a 
vacuum. In this environment, HR and benefits departments have to rely on the data teams 
and vice versa. In the end, formation of strong in-house cross-functional teams is at the heart 
of many ACA compliance success stories.”

Even as employers wrestle their systems into shape and begin to comply with the law, the 
ACA continues to evolve. The possibility of significant financial penalties — both in the form 
of excise taxes and penalties for filing inaccurate information or not filing forms by the 
deadlines — is real. Employers also may have to respond to information requests from state 
and federal health exchanges as well as the IRS.

“The ACA compliance process has not yet been fully deployed,” said Swann. “State 
marketplaces administered by the federal government are just starting to issue Exchange 
Notices. And after completing its reconciliation or analysis, the IRS may issue assessments 
many months after the filing deadline. This can possibly give employers a false sense of 
security that their compliance process is adequate.” Excise tax notices to employers for 2015 
are not expected to be issued until sometime in 2017.

Most observers expect this complex law to continue to evolve over the coming 
years, with profound changes always a political possibility.

In these first few years of compliance, the potential for error by both employers and regulators 
is high. As a result, employers will want to evaluate the accuracy of any potential assessments, 
recognizing that they will have a tight window to appeal if premium tax credits or IRS penalties 
are issued in error.

At the same time, most employers continue to look to mitigate health care costs. Cost-saving 
opportunities may include re-evaluating subsidy levels in light of safe harbors and penalty 
thresholds and educating employees on coverage alternatives outside of employer-sponsored 
programs, including Medicaid.

In any event, the rules and calculations for FTDs and how employers are to complete 
Forms 1095-C continue to shift as the IRS amends rules and provides additional guidance. 
Most observers expect this complex law to continue to evolve over the coming years, with 
profound changes always a political possibility. Nevertheless, the ACA is the law of the land, 
and employers need to be prepared to comply or face the risk of potentially heavy penalties.

Employers have made 
huge strides in getting 
their ACA compliance 
processes in order, but 
the law’s complexity 
remains a challenge.
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Contact us for more information
Ernst & Young LLP ACA contacts

Matt Kelley — Northeast Region 
matt.kelley@ey.com  
+1 617 375 1399

Rebecca Truelove — Northeast Region 
rebecca.truelove@ey.com 
+1 212 773 8028

Julie Gallina — Southeast Region 
julie.gallina@ey.com 
+1 615 743 9407

Lori Maite — Central Region  
lori.maite@ey.com 
+1 614 232 7769

Mandy Scott — Central Region 
mandy.scott@ey.com  
+1 317 775 9958

Ann Bradshaw — Southwest Region  
ann.bradshaw@ey.com 
+1 713 750 4953

Tom Bernard — West Region 
thomas.bernard@ey.com  
+1 415 894 8377

Craig Winchester — West Region 
craig.winchester@ey.com 
+1 858 535 7675

Richard Ferrari — Financial Services Organization  
richard.ferrari@ey.com  
+1 212 773 5714

Michael Toth — Financial Services Organization  
michael.toth@ey.com  
+1 212 773 5279
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2016–17 per diem rates under  
the high-low substantiation method

In Notice 2016-58, the 
IRS released the per diem 
reimbursement rates that will 
apply effective October 1, 2016 
(or, optionally, January 1, 2017). 
The per diem reimbursement rate 
increases from $275 to $282 
for high-cost areas and from 
$185 to $189 for low-cost areas. 
There were also a number of 
changes to the areas that qualify 
as high-cost.

Description High-cost area Low-cost area
Lodging, meals and incidentals $282 (was $275) $189 (was $185)

Lodging only $214 (was $207) $132 (was $128)

Meals and incidentals only $68 (no change) $57 (no change)

Incidental expenses only $5 (no change) $5 (no change)

The special meal and incidental expense rates for taxpayers in the transportation industry 
are unchanged at $63 for any locality of travel in the continental United States (CONUS) 
and $68 for any locality of travel outside the continental United States (OCONUS). 
(See Rev. Proc. 2011-47.)

Note that transportation between places of lodging or business and places where meals are 
taken, and the mailing cost of filing travel vouchers and paying employer-sponsored charge 
card billings, are no longer included in incidental expenses.

The per diem rates for each locality of CONUS travel can be found at www.gsa.gov. Per diem 
rates for OCONUS travel are available on the U.S. Department of Defense website. Foreign per 
diem rates can be found on the U.S. Department of State website.

For more information, click here.

https://www.irs.gov/pub/irs-drop/n-16-58.pdf
http://www.irs.gov/pub/irs-drop/rp-11-47.pdf
http://www.gsa.gov/
http://answers.usa.gov/system/templates/selfservice/USAGov/%23!portal/1012/article/4412/Per-Diem-Rates
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High-cost localities of travel under the high-low substantiation method (effective October 1, 2016) 

Key city County/other defined location
Arizona

Sedona 
(Mar 1–Apr 30) 

City limits of Sedona 

California

Los Angeles
(Jan 1–Mar 31)

Los Angeles, Orange, Ventura, 
Edwards Air Force Base less the city 
of Santa Monica

Mill Valley/San Rafael/Novato 
(Oct 1–31; Jun 1–Sep 30)

Marin

Monterey
(Jul 1–Aug 31)

Monterey 

Napa 
(Oct 1–30; May 1–Sep 30)

Napa 

San Francisco San Francisco

San Mateo/Foster City/Belmont San Mateo

Santa Barbara Santa Barbara

Santa Monica City limits of Santa Monica 

Sunnyvale/Palo Alto/San Jose Santa Clara

Colorado 

Aspen 
(Dec 1–Mar 31; Jun 1–Aug 31) 

Pitkin 

Denver/Aurora 
(Oct 1–Nov 30; Feb 1–Sep 30)

Denver, Adams, Arapahoe and 
Jefferson

Grand Lake 
(Dec 1–Mar 31)

Grand

Silverthorne/Breckenridge 
(Dec 1–Mar 31)

Summit

Steamboat Springs 
(Dec 1–Mar 31)

Routt

Telluride 
(Dec 1–Mar 31; Jun 1–Aug 31)

San Miguel 

Vail 
(Dec 1–Aug 31) 

Eagle 

District of Columbia

Washington, DC Also the cities of Alexandria, Falls 
Church and Fairfax and the counties 
of Arlington and Fairfax in Virginia; 
the counties of Montgomery and 
Prince George’s in Maryland (see 
also Maryland and Virginia)  

Key city County/other defined location
Florida 

Boca Raton/Delray Beach/Jupiter 
(Jan 1–Apr 30)

Palm Beach and Hendry

Fort Lauderdale 
(Jan 1–Apr 30)

Broward

Fort Walton Beach/DeFuniak Springs
(Jun 1–Jul 31) 

Okaloosa and Walton

Key West Monroe

Miami
(Dec 1–March 31) 

Miami–Dade

Naples
(Dec 1–Apr 30)

Collier

Vero Beach
(Dec 1–Apr 30)

Indian River

Illinois 

Chicago  
(Oct 1–Nov 30; Apr 1–Sep 30)

Cook and Lake 

Maine

Bar Harbor 
(Jul 1–Aug 31) 

Hancock

Maryland

Ocean City 
(Jun 1–Aug 31) 

Worcester 

Washington, DC, metro area Montgomery and Prince George’s

Massachusetts

Boston/Cambridge Suffolk, City of Cambridge 

Falmouth
(Jul 1–Aug 31)

City limits of Falmouth

Martha’s Vineyard 
(Jun 1–Sep 30) 

Dukes 

Nantucket 
(Oct 1–Dec 31; Jun 1–Sep 30)  

Nantucket 

Michigan

Traverse City/Leland 
(Jul 1–Aug 31) 

Grand Traverse/Leelanau

New York

Lake Placid 
(Jul 1–Aug 31)  

Essex

New York City Bronx, Kings, New York, Queens,
Richmond 

Saratoga Springs/Schenectady
(Jul 1–Aug 31)

Saratoga and Schenectady
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Key city County/other defined location
North Carolina

Kill Devil 
(Jun 1–Aug 31)

Dare

Oregon

Seaside
(Jul 1–Aug 31)

Clatsop

Pennsylvania 

Hershey 
(Jun 1–Aug 31)

Hershey

Philadelphia  
(Oct 1–Nov 30; Apr 1–Jun 30; 
Sep 1–30) 

Philadelphia 

Rhode Island 

Jamestown, Middletown and Newport
(June 1–Aug 31)

Newport

South Carolina 

Charleston
(Oct 1–Nov 30; Mar 1–Sep 30)

Charleston, Berkeley and 
Dorchester

Texas

Midland Midland

Utah 

Park City 
(Dec 1–Mar 31)

Summit 

Virginia 

Virginia Beach
(Jun 1–Aug 31)

City of Virginia Beach

Wallops Island 
(Jul 1–Aug 31)

Accomack

Washington, DC, metro area Cities of Alexandria, Fairfax and 
Falls Church; counties of Arlington 
and Fairfax

Washington 

Seattle King

Wyoming

Jackson/Pinedale
(Jul 1–Aug 31)

Teton and Sublette

2016–17 per diem rates under  
the high-low substantiation method 
Continued
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Nonprofit corporations are subject  
to a lower interest rate on FICA tax refunds

All employers, particularly nonprofit 
corporations, should keep in mind 
that when the IRS pays interest 
on employment tax refunds, they 
may get paid at a lower rate than 
their employees.

The US Court of Appeals recently ruled 
that, when determining the interest owed 
to an employer pursuant to employment 
tax refunds, the lower rate applicable to 
corporations also applies to incorporated 
nonprofit organizations. (Maimonides Medical 
Center v. US; No. 14-4279-cv.)

The case involved an incorporated teaching 
hospital that filed protective Social Security/
Medicare (FICA) refund claims for wages paid 
to its medical residents who were exempt 
from the tax for periods before April 1, 2005. 
This ruling is noteworthy for all incorporated 
nonprofit organizations.

Background — FICA refunds for medical residents 
of teaching hospitals
IRC §3121(b)(10) excludes several categories of “service” from “employment,” including 
service performed in the employ of a “school, college or university,” provided that it is 
performed by a student enrolled in and regularly attending classes at that school, college 
or university. Accordingly, some teaching hospitals and medical residents began filing FICA 
refund claims in the 1990s based on the position that medical residents were exempt from 
FICA as students. (See EY Payroll NewsFlash, Vol. 15, #249, 11-7-2014.)

In response to the refund claims, the IRS issued regulations — applicable to services performed 
on or after April 1, 2005 — that exclude those working 40 hours or more per week from the 
student exception (Reg. §31.3121(b)(10)-2(d)(iii)). In Mayo Foundation for Medical Education and 
Research et al. v. United States, 131 S. Ct. 704 (2011), the Supreme Court upheld the regulation.

The regulation applies only to services performed on or after April 1, 2005. Accordingly, 
teaching hospitals and medical residents were eligible for FICA refunds for periods before 
April 1, 2005, if they timely filed protective (or perfected) FICA refund claims.

Interest rates on FICA refunds
Employers have two options when FICA tax refunds are due to employees:

• Issue the refunds to employees and later secure repayment for the employee and employer 
tax from the IRS

Or

• First file a refund claim with the IRS for the employee and employer tax and — once paid by 
the IRS — make payments to employees

Only if the employer chooses the second option will the IRS pay interest on the FICA refund. 
The employer must include the employee’s share of interest when issuing FICA refund 
payments to its employees.

When an ordinary taxpayer (e.g., the employee) receives a refund for an overpayment of 
taxes, the interest is applied to the FICA tax refund at a rate equaling the federal short-term 
rate (FSTR) plus three percentage points. (IRC §6621(a)(1)(B).) But if the taxpayer (e.g., 
the employer) is a corporation, it is entitled only to a lower interest rate: the FSTR plus two 
percentage points on the first $10,000 for each taxable period, and the FSTR plus half a 
percentage point on the remainder. (IRC §6621(a).)

Nonprofit corporations are corporations  
for interest purposes
The employer in this case argued that because it was a corporation exempt from federal 
income tax under IRC §501(a) and (c)(3), it should be eligible for the higher interest rate. The 
US Court of Appeals disagreed and ruled that the “corporation” for these purposes refers to 
both for-profit and nonprofit entities without distinction.

http://caselaw.findlaw.com/us-2nd-circuit/1720955.html
http://caselaw.findlaw.com/us-2nd-circuit/1720955.html
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Employers should prepare for earlier  
Form W-2 filing due dates this year

In response to the steady increase in identity theft 
connected with tax refund fraud, legislation was enacted 
last year under the Protecting Americans from Tax Hikes 
(PATH) Act (Public Law 114-113) that accelerates the 
federal Form W-2 filing due date to January 31, effective 
for tax year 2016 (filed in 2017).

Note that certain Forms 1099-MISC are also affected. The accelerated 
due date also applies to Form 1099-MISC, which reports non-
employee compensation. The due dates for other information returns, 
such as Form 1099-R, remain unchanged (February 28 for paper 
filers and March 31 for electronic filers).

Some states (e.g., North Dakota) automatically follow the federal 
Form W-2 filing due date. Other states enacted legislation this year 
to mirror the federal due date, forcing the filing due date for state 
Forms W-2 to the January 31 deadline.

To help you plan your year-end activities, we have prepared a 
chart of the state filing due dates as of now. The chart on the 
following pages shows the state filing due dates for Forms W-2 and 
annual reconciliation returns. Changes from tax year 2015 are 
highlighted in yellow, and due dates that differ from the federal are 
shown in blue text.

Keep in mind that a number of state legislatures remain in session. 
Watch for the latest state Form W-2 filing due dates when we publish 
the Ernst & Young LLP year-end payroll checklist.

https://www.congress.gov/bill/114th-congress/house-bill/2029
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State/jurisdiction Column 1: employee Column 2: state
Column 3: other due date 
for state electronic filers

Alabama January 31 January 31
Arizona January 31 February 28
Arkansas January 31 February 28
California January 31 January 31
Colorado January 31 February 28
Connecticut January 31 January 31
Delaware January 31 January 31
District of Columbia January 31 January 31
Georgia January 31 January 31
Hawaii January 31 February 28
Idaho January 31 January 31
Illinois January 31 February 15 February 15
Indiana January 31 January 31
Iowa January 31 January 31
Kansas January 31 February 28
Kentucky January 31 January 31
Louisiana January 31 January 31
Maine January 31 February 28 March 31
Maryland January 31 January 31
Massachusetts January 31 February 28 March 31
Michigan January 31 February 28
Minnesota January 31 February 28
Mississippi January 31 January 31
Missouri January 31 January 31 (effective tax year 2017)
Montana January 31 February 28
Nebraska February 1 (2017) February 1
New Jersey February 15 February 28
New Mexico January 31 February 28
New York February 15 January 31
North Carolina January 31 January 31
North Dakota January 31 January 31
Ohio January 31 January 31
Oklahoma January 31 February 28
Oregon January 31 January 31
Pennsylvania January 31 January 31
Puerto Rico January 31 January 31
Rhode Island January 31 February 28
South Carolina January 31 January 31
Utah January 31 January 31
Vermont January 31 January 31
Virgin Islands January 31 April 1
Virginia January 31 January 31
West Virginia February 15 February 28
Wisconsin January 31 January 31
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Tax scams

IRS warns of ACA-related tax scam

In IR-2016-123, the IRS warns taxpayers and tax professionals of fake emails 
containing a tax bill in connection with the Affordable Care Act (ACA). The 
warning comes in response to the IRS receiving numerous reports across 
the US of scammers emailing fraudulent copies of tax year CP2000 notices 
requesting payment of the tax owed. The IRS has reported the scam to the 
Treasury Inspector General for Tax Administration for investigation.

The IRS Automated Underreporter Program generates a CP2000 when income reported 
from third-party sources, such as employers, does not match the income reported on the 
individual’s federal income tax return. The notice provides extensive instructions to taxpayers 
about what to do if they agree or disagree that additional tax is owed.

The notice also requests that a check be made out to “United States Treasury” if the taxpayer 
agrees that additional tax is owed. It also provides instructions for installment payments.

The CP2000 is commonly mailed to taxpayers through the United States Postal Service, and 
the IRS emphasizes that it is never sent by email.

How to identify a fraudulent CP2000
• These notices are sent electronically, even though the IRS does not initiate contact with 

taxpayers by email or through social media platforms.

• The CP 2000 notices appear to be issued from an Austin, Texas, address.

• The underreported issue is related to the ACA requesting information on 2014 coverage.

• The payment voucher lists the letter number as 105C.

The fraudulent CP2000 asks taxpayers to mail a check payable to “I.R.S.” to the “Austin 
Processing Center” at a post-office box address. This is in addition to a “payment” link within 
the email itself.

Ernst & Young LLP insights 

The IRS suggests that taxpayers and tax 
professionals take the following steps if 
they receive a CP2000 notice:

• If you have received a scam email, 
forward it to phishing@irs.gov and 
then delete it.

• Do a keyword search on IRS.gov  
for any notice you receive. 
Taxpayers who receive a notice or 
letter can view explanations and 
images of common correspondence 
on IRS.gov at Understanding Your 
IRS Notice or Letter.

• Confirm that a CP2000 notice is 
real by going to Understanding Your 
CP2000 Notice, which includes an 
image of a legitimate notice. 

https://www.irs.gov/individuals/understanding-your-cp2000-notice?_ga=1.257075272.2101671845.1459264262
mailto:phishing@irs.gov
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbWFpbGluZ2lkPTIwMTYwOTIyLjY0MTA0MTAxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE2MDkyMi42NDEwNDEwMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3MTAxNjkzJmVtYWlsaWQ9bGlzYW5jYXJsQGFvbC5jb20mdXNlcmlkPWxpc2FuY2FybEBhb2wuY29tJmZsPSZleHRyYT1NdWx0aXZhcmlhdGVJZD0mJiY=&&&128&&&https://www.irs.gov/individuals/understanding-your-irs-notice-or-letter?_ga=1.153259131.2101671845.1459264262
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbWFpbGluZ2lkPTIwMTYwOTIyLjY0MTA0MTAxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE2MDkyMi42NDEwNDEwMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3MTAxNjkzJmVtYWlsaWQ9bGlzYW5jYXJsQGFvbC5jb20mdXNlcmlkPWxpc2FuY2FybEBhb2wuY29tJmZsPSZleHRyYT1NdWx0aXZhcmlhdGVJZD0mJiY=&&&128&&&https://www.irs.gov/individuals/understanding-your-irs-notice-or-letter?_ga=1.153259131.2101671845.1459264262
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbWFpbGluZ2lkPTIwMTYwOTIyLjY0MTA0MTAxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE2MDkyMi42NDEwNDEwMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3MTAxNjkzJmVtYWlsaWQ9bGlzYW5jYXJsQGFvbC5jb20mdXNlcmlkPWxpc2FuY2FybEBhb2wuY29tJmZsPSZleHRyYT1NdWx0aXZhcmlhdGVJZD0mJiY=&&&129&&&https://www.irs.gov/individuals/understanding-your-cp2000-notice?_ga=1.257075272.2101671845.1459264262
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbWFpbGluZ2lkPTIwMTYwOTIyLjY0MTA0MTAxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE2MDkyMi42NDEwNDEwMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3MTAxNjkzJmVtYWlsaWQ9bGlzYW5jYXJsQGFvbC5jb20mdXNlcmlkPWxpc2FuY2FybEBhb2wuY29tJmZsPSZleHRyYT1NdWx0aXZhcmlhdGVJZD0mJiY=&&&129&&&https://www.irs.gov/individuals/understanding-your-cp2000-notice?_ga=1.257075272.2101671845.1459264262
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On the Hill 

Mobile workforce income tax simplification bill 
passes House, moves to Senate

On September 21, 2016, the House of Representatives passed the Mobile 
Workforce State Income Tax Simplification Act of 2015 (H.R. 2315). The bill 
now moves to the Senate for consideration.

As previously reported (EY Payroll NewsFlash, Vol. 16, 068, 3-10-2015), last year Senator 
John Thune (R-South Dakota) and seven cosponsors introduced the Senate companion bill, 
S. 386, the Mobile Workforce State Income Tax Simplification Act of 2015.

Identical to S. 386, the House bill would simplify and streamline nonresident income tax for 
individuals and employers by prohibiting states from imposing income tax on individuals who 
work within a nonresident state for 30 or fewer days in the calendar year.

For applicable nonresident employees, employers would be relieved of withholding nonresident 
income tax and meeting any related information reporting requirements. Record-keeping 
would also be simplified by releasing employers from withholding or reporting penalties if they 
rely on an employee’s annual determination of time to be spent working in the nonresident 
state (assuming there is no fraud or collusion).

Opposition has historically derailed enactment
This is not the first time this bill has seen hopeful progress toward enactment. The House 
last passed the measure in the 112th Congress (2012), but the Senate did not consider it 
before adjournment. A similar outcome is expected this year because of opposition from 
New York and similarly situated states that would be adversely affected by the loss in tax 
revenue from nonresidents.

Should this bill not be enacted before Congress adjourns for 2016, it will need to be 
reintroduced next year.

Ernst & Young LLP insights 

Businesses with employees working 
in more than one state must continue 
to be vigilant in meeting their 
nonresident income tax withholding and 
information reporting requirements. 
Currently, only 23 states waive their 
nonresident income tax requirements 
based on de minimis earnings or time 
spent in the state. 

Enforcement of employers’ withholding 
and reporting obligations continues to 
be aggressive in some states. 

Read more about mobile workforce 
income tax compliance in our special 
report. 

For videos, single frames and other 
helpful documents on mobile workforce 
payroll taxes, visit our website: 

ey.com/US/getonboard

https://www.congress.gov/bill/114th-congress/house-bill/2315?q=%7B%22search%22%3A%5B%22HR+2315%22%5D%7D&resultIndex=1
https://www.govtrack.us/congress/bills/114/s386
http://www.ey.com/US/getonboard
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On the Hill 

Trump unveils dependent care assistance tax plan

In a speech in Aston, Pennsylvania, on 
September 13, 2016, Republican presidential candidate 
Donald Trump unveiled a plan for childcare reform that 
includes an expansion of current tax benefits and adds 
temporary benefits for mothers caring for newborns to 
the existing unemployment insurance system.

According to the Trump plan document, “Current federal policies 
regarding child and dependent care do not reflect either the needs 
of American families or the contributions of women to the American 
workforce. The high cost of quality care burdens working families while 
the tax code provides disincentives for women to reenter or enter the 
workforce. Our plan will transform child and dependent care to meet the 
needs of 21st century families, empowering parents — not bureaucrats.”

Following are highlights of the plan.

1. Dependent care savings accounts (DCSAs). The plan would give 
taxpayers the option of opening a DCSA account to cover current 
and future childcare or eldercare expenses. Up to $2,000 per year 
of DCSA contributions would be tax-exempt, and account balances 
would roll over from year to year so that taxpayers can accumulate 
savings for future expenses. DCSAs would be funded by immediate 
family members or employers.

• DCSA for childcare. In addition to childcare expenses, parents 
could make withdrawals from a DCSA to enroll their children 
in a school of their choice or to engage in other enrichment 
activities that prepare their children for their future. Any funds 
remaining in the DCSA when children reach age 18 could be 
used for higher education expenses.

 To encourage low-income families to establish DCSAs for 
their children, a federally funded 50% match on parental 
contributions of up to $1,000 per year would be available.

• DCSA for eldercare. Withdrawals would be allowed for an 
elderly dependent’s adult day care, in-home care or long-term 
care expenses.



21Payroll Perspectives  October 2016  |

On the Hill 

2. Six weeks of paid leave for new mothers. The Trump plan would 
modify the unemployment insurance (UI) system to include up to 
six weeks of paid leave for new mothers to care for their newborns. 
The plan estimates that this added temporary unemployment 
benefit would cost an additional $2.5 billion annually at an 
average benefit of $300 per week. The Trump campaign suggests 
recovering this cost by reducing some $5.6 billion per year in 
improper UI benefit payouts and by implementing the proposals in 
the administration’s fiscal year 2017 budget on program integrity.

 According to the plan document, funding paid leave in this way “will 
not be as financially onerous to small businesses when compared 
with mandating paid leave.”

3. Employer incentives to provide childcare in the workplace. The 
Trump plan would give businesses incentives to provide childcare 
at the workplace by expanding the tax credit for on-site childcare 
facilities and by allowing businesses the same income tax exclusion 
allowed to individuals for childcare costs and DCSA contributions.

• Increase in employer tax credit for childcare facilities. 
Under legislation enacted in 2001, businesses providing an 
appropriately licensed on-site childcare facility may claim a tax 
credit of up to 25% of their facility expenditures, plus 10% of 
resource and referral costs, up to $150,000 per calendar year; a 
portion of the credit is recaptured if the facility is kept in service 
for less than 10 tax years. The Trump plan would increase the 
cap, shorten the recapture period and devise ways for companies 
to pool resources to make the credit more attractive.

4. 100% above-the-line deduction for childcare costs. The Trump 
plan would allow an above-the-line tax deduction for 100% of 
childcare costs from birth to age 13 — available to adoptive 
parents as well as foster parents who are legal guardians. The 
exclusion would be available for up to four children per family and 
would be limited to the average cost of childcare in the state of 
residence for the age of the child.

• Expand eligible caregivers. The exclusion would apply to 
various types of childcare — institutional, private, nursery school, 
after-school care and enrichment activities. The benefit would 
also be available to families whose caregivers are stay-at-home 
parents or grandparents.

5. 100% above-the-line deduction for eldercare costs. The 
Trump plan would allow an above-the-line deduction of up to 
$5,000 per year of eldercare costs necessary to keep a family 
member working outside the home. The deduction would 
apply to such costs as home care or adult day care for elderly 
dependents when those expenses are necessary to keep family 
members in the workforce.

6. Increase in the Earned Income Tax Credit (EITC) for childcare. 
For lower-income taxpayers who would not benefit from the 
above-the-line tax deduction, the Trump plan would increase the 
EITC up to half of the payroll taxes paid by low-income taxpayers 
with an income limitation of $31,200.

 For parents working full-time at $15 per hour, the EITC 
increase under the Trump plan is projected at $1,200 per year; 
eligible taxpayers would be allowed to divert this amount to the 
proposed DCSA.

 See how Trump and Clinton compare on dependent care assistance 
tax relief on page 22.
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State news

Plan provisions Donald Trump Hillary Clinton 
Parental leave Up to six weeks of paid leave for up to 46% 

of a worker’s normal wages for new mothers 
caring for newborns, paid as an unemployment 
insurance (UI) benefit, funded by reducing fraud 
in the UI program

Up to 12 weeks of paid leave for up to two-thirds 
of a worker’s salary (subject to a cap) to care 
for a new child or seriously ill family member, 
funded by requiring the wealthy to pay their fair 
share of taxes

Dependent care savings account Up to $2,000 per year tax-free employer/employee 
contributions to pay for childcare or eldercare 
expenses; balances can roll over from year to year 
for future qualified expenses 

No similar provision 

Individual tax credits A 100% above-the-line deduction for up to 100% 
of childcare costs, phased out for annual incomes 
over $250,000 ($500,000 for couples); $5,000 
deduction for eldercare costs 

A $1,200 tax credit for eldercare; subsidies and 
tax relief that would cap childcare expenses at 10% 
of income; scholarships of up to $1,500 per year to 
students who are parents

Employer incentives Expanding the current employer tax credit for 
on-site day care facilities by increasing the cap, 
shortening the recapture period and devising ways 
for companies to pool resources to make the credit 
more attractive

No similar provision 

Sources: Trump campaign website; Philly.com 

Dependent care 
assistance proposals 
at a glance
Trump vs. Clinton

https://www.donaldjtrump.com/positions/child-care-reforms-that-will-make-america-great-again
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Direct deposit 

Same-day ACH now available  
for wage payments

The National Automated Clearing 
House Association (NACHA) — The 
Electronic Payments Association 
announced that same-day ACH took 
effect on September 23, 2016. 
Employers and payroll professionals 
are among the first to effectively use 
same-day ACH for faster payment of 
employee wages.

Currently, direct deposits of wages settle 
within one to two days from employer 
submission to the originating depository 
financial institution (ODFI) to employee 
receipt of wages. NACHA calls this “classic 
ACH.” For “same-day ACH,” payments settle 
within the same day of submission.

With same-day ACH, employers can use direct 
deposit for wage payments that must be made 
to employees immediately, such as severance 
pay and final wages required to be paid within 
24 hours of termination. Same-day ACH may 
be less expensive than the overnight delivery 
costs that employers sometimes incur in 
meeting their rapid-pay requirements.

The primary uses of same-day ACH
Employers may choose to use same-day ACH for several reasons:

• Missed payroll deadlines. Same-day ACH allows employers and their processors to recover 
from the missed deadline and still pay employees on payday. For example, an employer that 
misses a Thursday deadline for Friday’s payday may use same-day ACH to submit a payroll 
file Friday morning and make direct deposit funds available to employees Friday.

• Paying hourly or temporary employees. Usually, there is a lag between the reporting 
of hours worked and the processing of payroll for hourly workers. Sometimes, payroll is 
processed before a final report of hours worked is submitted. The use of same-day ACH for 
payroll will shorten the lag in either of these situations. For example, a final report for hours 
worked could be finished at the end of the day Thursday, the payroll file submitted Friday 
morning, and direct deposit funds available to employees Friday.

• Termination pay. Many employers have a need or obligation to pay all wages owed to a 
terminated employee on the day of termination. Same-day ACH enables this requirement 
to be met electronically without having to manually write a check or pay with cash.

Same-day ACH details
It is optional for banks to institute same-day ACH, so employers should contact their banking 
institutions to see whether it’s an option for payroll purposes.

ODFIs can submit files of same-day ACH payments through two deadline windows, such as:

• A morning submission deadline at 10:30 a.m. ET, with settlement occurring at 1:00 p.m. ET

• An afternoon submission deadline at 2:45 p.m. ET, with settlement occurring at 5:00 p.m. ET

The ODFI will determine the lead time necessary to execute same-day payments.

Banks may charge more for same-day ACH payments as a premium service. The NACHA does 
not set or regulate any fees charged to businesses; the banking institution determines the 
cost to send and receive same-day ACH payments. The same-day ACH rule includes a “same 
day fee” on each payment, so that receiving banks (RDFIs) recover, on average, their costs 
for enabling and supporting same-day ACH. Therefore, a bank that sends a same-day ACH 
payment has an increased ACH processing cost compared with sending a classic ACH payment.

Same-day ACH direct deposit payments are limited to $25,000 or less per individual employee 
(this does not apply to the total amount of the payroll file but applies individually to each 
same-day direct deposit). Currently, more than 99% of ACH transactions are under $25,000.

Same-day ACH payments are identified by coding “today’s” date in the Effective Entry Date 
field — and meeting the processing deadline or windows defined by the payer’s bank. At its 
discretion, the payer’s bank may require payer clients to further show intent for same-day 
settlement using other methods, such as a same-day indicator in the Company Descriptive 
Date field. Same-day ACH payments may require a separate batch, and payment run timing 
may vary compared with classic ACH.
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Direct deposit 

Potential risks of same-day ACH
Faster transactions also bring a rise in transactions that are erroneous or not due to an 
employee. Less time might be available to screen for and correct errors.

Although all same-day ACH transactions started settling on the same day in September, 
some institutions may initially take longer than the end of the business day to credit some 
employees’ accounts for same-day payroll direct deposits. Through 2017, banks will define 
same-day ACH funds availability. Timeliness of funds availability may affect cash position, 
and options and needs for borrowing, debt pay-down and investments. By March 2018, all 
financial institutions must credit same-day payroll direct deposits to employees’ accounts by 
5:00 p.m. local time. NACHA notes that some banks plan to implement funds availability early 
and also do a midday posting.

Limits on the use of same-day ACH
The US government will not participate in same-day ACH starting on September 23, 2016. 
Employers and payroll processors cannot send federal income tax withholding payments or 
other tax payments to the government as same-day ACH payments. Also, same-day ACH 
cannot be used for international payments. Ineligible transactions (i.e., international ACH, 
single payments over $25,000 and federal government payments) need to be excluded from 
any same-day ACH payment run.

Implementation of same-day ACH will occur  
in three phases
Phase one of the implementation was effective on September 23, 2016; phase two will 
become effective on September 15, 2017; and phase three will become effective on 
March 16, 2018.

The three-phase approach was adopted in response to feedback that the NACHA received on 
an earlier same-day proposal. The phased adoption eases the industry’s implementation and 
allows the industry to acclimate to a faster processing environment with same-day ACH credits 
(i.e., payroll direct deposit) before processing same-day ACH debits (i.e., bill pay). Credits 
generally cause fewer exceptions and returns than debits, so many view them as a good way 
to gain initial experience processing same-day ACH transactions.

For more information on same-day ACH, go to the NACHA website.

Same-day ACH now available  
for wage payments 
Continued

https://www.nacha.org/rules/same-day-ach-moving-payments-faster
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Arizona
Signed agreement now recognized 
as presumption of independent 
contractor status
Effective August 6, 2016, H.B. 2114 establishes the new Chapter 10 
of the Arizona Revised Statutes Title 23 (Labor) to permit an 
employing unit and contractor to create a rebuttable presumption of 
an independent contractor relationship by executing a signed written 
agreement known as a Declaration of Independent Business Status 
(Declaration). (Chapter 231.)

The law stipulates that the execution of the Declaration is optional 
for the contractor and not required to create an independent 
contractor relationship. The absence of the Declaration does not 
mean the worker is presumed to be an employee.

The Declaration must be signed and dated by the contractor and 
state that the contractor acknowledges that:

• The contractor operates an independent business and is providing 
services for the contracting party as an independent contractor.

• The contractor is not an employee of the contracting party, and 
services rendered do not establish any right to unemployment 
benefits or other right arising from an employment relationship.

• The contractor is responsible for all tax liability associated with 
payments received from the contracting party, and the contracting 
party will not withhold any taxes from payments to the contractor.

• The contractor is responsible for obtaining and maintaining 
any required registration, licenses or other authorization for 
services rendered.

• The terms set forth in the Declaration apply to the contractor, 
the contractor’s employees and the contractor’s independent 
contractors.

The Declaration must state the following 10 factors, and the 
contractor must acknowledge that at least six apply:

• The contractor is not covered by the contracting party’s health 
insurance or workers’ compensation insurance.

• The contracting party does not restrict the contractor’s ability 
to accept and perform services for other parties.

• The contractor has the right to accept or decline requests for 
services by the contracting party.

• The contracting party expects that the contractor provides 
services for other parties.

• The contractor is not economically dependent on the services 
performed in connection with the contracting party.

• The contracting party does not dictate the performance, 
methods or process the contractor uses to perform services.

• The contracting party has the right to impose quality standards 
and completion deadlines, but the contractor may determine the 
days worked, time of work and other performance aspects.

• The contractor will be paid by the contracting party based on 
the work established in the contract, and the contracting party 
is not providing the contractor with a regular salary or regular 
minimum payment.

• The contractor is responsible for providing and maintaining all 
tools and equipment associated with services performed.

• The contractor is responsible for all expenses incurred in 
performing services.

Further, the contractor must act in a manner that is substantially 
consistent with the terms of the Declaration.

Another new independent contractor law applies 
specifically to services provided for digital platforms

Effective August 6, 2016, another recently enacted bill, H.B. 2652, 
provides that a qualified marketplace contractor performing services 
for a qualified marketplace platform will be treated as an independent 
contractor if the conditions under the new law are met, including 
the execution of a written contract containing specific language as 
provided for in the law. (Chapter 210.)

A “qualified marketplace contractor” is defined as any person 
or organization that enters into an agreement with a qualified 
marketplace platform to use its digital platform to provide services to 
third parties. Exceptions apply under the law.

A “qualified marketplace platform” is defined as an organization that 
operates a website or smartphone application that facilitates the 
provision of services by qualified marketplace contractors to others 
and accepts service requests from the public only through its website 
or smartphone application. Exceptions apply under the law.

Ernst & Young LLP insights

This law is relevant only for Arizona purposes and does not alter 
the standards applied by the IRS, the U.S. Department of Labor 
or other state and local jurisdictions.

http://www.azleg.gov/DocumentsForBill.asp?Bill_Number=2114&Session_Id=115&image.x=8&image.y=2
http://www.azleg.gov/DocumentsForBill.asp?Bill_Number=2652&Session_Id=115&image.x=8&image.y=4
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Colorado
Law repeals requirement that employers 
separately affirm Form I-9 compliance
Effective August 10, 2016, H.B. 1114 repeals the requirement 
that Colorado employers separately affirm that federal Form I-9 
requirements have been met.

Previously, employers had to fill out and retain a mandatory 
attestation form for each employee within 20 days of hire. On 
the form, the employer had to show the employee’s name, Social 
Security Number, date of birth and date of hire; and the employer’s 
name, the signature of an employer representative and the date of 
signature. The employer also had to make and retain copies of the 
employee’s identity and employment authorization documentation 
(as presented for Form I-9 purposes). The attestation form and 
documents had to be retained for the duration of employment.

On the attestation form, the employer’s signature affirmed that:

• The employer had examined the employee’s legal work status.

• The employer had retained file copies of the documents required 
by 8 U.S.C. §1324a.

• The employer had not altered or falsified the employee’s 
identification documents.

• The employer had not knowingly hired an unauthorized alien.

Unless specifically requested by the Colorado Department of 
Labor & Employment, Division of Labor, the attestation form and 
documents were not submitted to the Division but instead retained 
by the employer.

According to the bill’s legislative declaration, the employment 
verification affirmation imposed an unnecessary and redundant 
burden on employers by forcing them to complete and maintain a 
document that simply reaffirmed that the Form I-9 was completed. 
Further, the General Assembly declared that the affirmation does 
nothing to prevent individuals who are ineligible for employment 
from entering the workforce.

For more on the Employment Verification Law, see the Division’s 
website.

Hawaii
Penalties increase for noncompliance 
with workers’ compensation and 
temporary disability laws
The recently enacted H.B. 2363 increases the penalties on Hawaii 
employers that do not comply with the state’s workers’ compensation 
(WC) and temporary disability insurance (TDI) laws.

H.B. 2363 (Act 187) also excludes wages of certain individual business 
operators from the TDI requirement. This provision applies to:

• Sole proprietors

• An individual partner of a partnership

• A partner of a limited liability partnership with an interest of at 
least 50%

• An individual member of a limited liability company with a 
distributional interest of at least 50%

• An individual owning at least 50% of a corporation

Penalties increase for employers

Effective July 1, 2016, H.B. 2363:

• Increases the penalty for employers that do not have TDI coverage 
for employees from not less than $25, or $1 per employee per day, 
to not less than $500, or $100 per employee per day

• Increases the penalty from not more than $2,500 to not more than 
$5,000 against an employer or insurance carrier that fails to make 
correct or timely benefit payments or to terminate such benefits 
without approval or statutory cause

• Increases the maximum penalty for a physician’s failure to file 
medical reports from $250 to $500, and for an employer’s failure to 
provide copies of requested medical reports from $1,000 to $5,000

• Increases the penalty for employers who do not have WC coverage 
for employees from not less than $250, or $10 per employee per 
day, to not less than $500, or $100 per employee per day.

• Increases the penalty from not more than $2,500 to not more than 
$5,000 against an employer for deducting premium payments 
from an employee’s wages in violation of Hawaii Revised Statutes 
Chapter 386.

According to a Hawaii Department of Labor and Industrial Relations news 
release, TDI penalties have not changed since they were established in 
1969 and the WC penalties have not increased in 28 years.

For more information on Hawaii’s TDI and WC laws, go to the 
Department’s Disability Compensation Division website.

http://www.leg.state.co.us/clics/clics2016a/csl.nsf/fsbillcont/0EA666E1C2FAC88887257F2400642F9B?Open&file=1114_signed.pdf
https://www.colorado.gov/pacific/sites/default/files/EVL-MandatoryAffirmationForm9-1-14.pdf
https://www.colorado.gov/pacific/cdle/evr
http://www.capitol.hawaii.gov/measure_indiv.aspx?billtype=HB&billnumber=2363&year=2016
http://labor.hawaii.gov/blog/news/significant-increase-in-labor-law-penalties/
http://labor.hawaii.gov/dcd/
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Indiana
Department of Revenue releases information 
on local income tax rate changes
The Indiana Department of Revenue issued guidance on the change 
to local income tax rates effective January 1, 2017.

As we previously reported, 2015 H.B. 1485 requires local income 
taxes collected by Indiana counties to be consolidated into one local 
income tax rate per county. The bill also requires both residents 
and nonresidents living or working in the county to pay at one local 
income tax rate, increasing the local taxes paid by nonresidents.

Employees report their county location on Form WH-4, Employee's 
Withholding Exemption & County Status Certificate.

Guidance details

According to Department Notice #42, H.B. 1485 will not affect the 
resident tax rates in effect on May 1, 2016. Those rates will still be 
in effect on January 1, 2017, unless the county changes its county 
income tax rates between July 1, 2016, and October 31, 2016.

The only change is that, effective January 1, 2017, the local income 
tax rate is imposed on all “local taxpayers,” as opposed to different 
rates for county resident and nonresident taxpayers applicable under 
the county adjusted gross income tax and county option income tax.

A local taxpayer is defined as either:

• An individual who resides in a county on January 1 of the tax year 
(“resident taxpayer”)

• An individual who does not reside in a county that has imposed a 
local income tax on January 1 of the tax year but whose principal 
place of business or employment is in a county that has imposed a 
local income tax (“nonresident taxpayer”). This statutory definition 
is unchanged from the previous county income taxes imposed. 
No changes based on residency are required solely based on the 
imposition of the local income tax.

Because Indiana law now does not provide for different local income 
tax rates for resident and nonresident taxpayers, an employer must 
withhold the local income tax at the same rate for all individuals 
subject to that county’s tax rate. A person subject to local income tax 
for a county is subject to tax at the same rate, regardless of whether 
the individual is a resident or nonresident taxpayer.

Effective January 1, 2017, the Department will publish one 
local income tax rate in Departmental Notice #1 and in its return 
instructions for tax years starting in 2017.

Departmental Notice #1 is published on the Department’s website 
twice a year and is effective each January 1 and October 1. Other than 
listing one rate as opposed to two, the Department’s website will make 
no changes to the publication dates or the location of publication.

http://www.in.gov/dor/reference/files/dn42.pdf
https://iga.in.gov/legislative/2015/bills/house/1485#document-93844fc9
http://www.in.gov/dor/reference/files/dn42.pdf
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Kentucky
UI interest surcharge to cease for third 
quarter 2016; taxable wage base increases 
may also end soon
The Kentucky Division of Unemployment Insurance announced 
that it is suspending the quarterly assessment of the additional 
unemployment insurance (UI) interest surcharge effective 
with the third quarter 2016. As a result, employers will see a 
zero surcharge rate reflected on their third quarter 2016 state 
unemployment insurance (SUI) tax return, due October 31, 2016.

The Division has determined that it has collected enough funds 
to meet the interest payments due on outstanding loans from the 
prior insolvency of the state’s UI trust fund. Under KRS §341.612, 
any surcharge funds remaining in the administrative fund after all 
interest has been paid must be credited proportionally to employer 
reserve accounts.

Any delinquent or uncollected surcharge amounts from earlier 
reporting periods remain due and will be collected by the Division.

Federal UI loan repaid in mid-2015

As we previously reported, Kentucky repaid its federal UI loan in 
August 2015, returning the net federal unemployment insurance 
(FUTA) tax rate to 0.6% beginning in calendar year 2015. Kentucky 
began borrowing funds to bolster its unemployment trust fund 
in January 2009, and this borrowing eventually reached nearly 
$1 billion. As a result of the long-term loan, Kentucky employers 
saw FUTA credit reductions for calendar years 2011 to 2014.

Surcharge was used to pay interest on federal UI loan

H.B. 495, enacted in 2012, allowed the state to obtain funds to pay 
the interest due on the federal UI loan for 2012 and 2013 through 
commercially reasonable means and set employer interest surcharge 
rates for calendar year 2014 and beyond. Employers paid the interest 
surcharge with its quarterly SUI tax returns at a rate of 0.22% for 
calendar year 2014 and at a rate of 0.21% for calendar year 2015 
and the first two quarters of 2016.

As we reported in the January 2016 issue of Payroll Perspectives, 
although the state repaid its loan in mid-2015, employers continued 
to pay the additional interest surcharge at a rate of 0.21% for the 
latter part of 2015 and the first and second quarters of 2016 to 
repay the agency loan taken out for 2012 and 2013 to pay the 
interest on the federal UI loan.

SUI taxable wage base increases may end soon

H.B. 5, enacted in 2010, credited by Kentucky Governor Steve 
Beshear for the early repayment of the federal UI loan, increased 
the SUI taxable wage base from $8,000 to $9,000 for calendar year 
2012, then by $300 each year for 2013 to 2016 (i.e., the taxable 
wage base is $10,200 for calendar year 2016). The increases were 
scheduled to continue each year until the taxable wage base reached 
$12,000 in 2022.

However, H.B. 495 requires suspension of the SUI taxable wage base 
increases provided under H.B. 5 when the UI trust fund reaches 
$200 million. It limits the suspension to the number of years that 
employers paid additional FUTA taxes. The UI trust fund balance as 
of August 31, 2016, was $239,227,406.

H.B. 495 also:

• Permits the taxable wage base to increase if the trust fund balance 
is within $20 million of the lower rate schedule trigger amount

• Provides that an increase in the maximum weekly benefit amount 
shall not be limited by suspension of the taxable wage base

• Requires that the suspension shall not occur if the UI trust fund 
balance is less than $200 million or if the suspension would violate 
federal unemployment laws

According to a Division representative, if the UI trust fund stays 
above $200 million as of September 30, 2016, the taxable wage 
base should remain at $10,200 for calendar year 2017. A lower 
tax rate schedule might also be in effect for 2017 if conditions as 
of September 30 support a reduction.

https://kewes.ky.gov/Contact/Surcharge_suspension_final.pdf
http://www.lrc.ky.gov/statutes/statute.aspx?id=39986
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Massachusetts
Workers’ compensation assessment 
decreases for second consecutive year
The Massachusetts Department of Labor and Workforce 
Development recently announced that Massachusetts employers 
will see a decrease in the workers’ compensation assessment rate 
for the second year in a row.

For fiscal year 2017 (beginning July 1, 2016), the assessment rate 
decreases to 5.6% from 5.75%. For fiscal year 2016, the assessment 
rate decreased from 5.8%.

“We are very pleased that we can lower this assessment rate 
to businesses once again this year,” said Labor and Workforce 
Development Secretary Ronald L. Walker, II. “After reviewing the 
current assessment rate and the fund balance, we determined it 
was possible to reduce the rate again.”

All Massachusetts employers must carry workers’ 
compensation insurance

State law requires all employers in Massachusetts (including out-
of-state employers with employees working in the state) to carry 
workers' compensation insurance covering their employees and 
themselves if they are an employee. (Certain corporate officers who 
own at least a 25% interest in the corporation may request exemption 
from workers’ compensation insurance coverage.)

This requirement applies regardless of the number of hours worked in 
any given week, except that domestic service employees must work at 
least 16 hours per week to require coverage.

All employers must post a Notice To Employees Poster on a bulletin 
board in a suitable public area on their premises. The notice must be 
completed in its entirety, indicating the name of the insurance carrier, 
the address, the policy number and a contact person for reporting 
injuries or incidents. Failure to post this information may subject the 
employer to a $100 fine.

Employers operating without workers’ compensation insurance are 
subject to civil fines or criminal penalties, including imprisonment, 
and to a “stop work order.” Under MGL c. 152, §25C, civil fines 
can reach up to $250 a day, and criminal penalties include a fine of 
up to $1,500, imprisonment for not more than one year or both. 
Additionally, an employer that fails to provide workers’ compensation 
insurance or self-insurance, or knowingly misclassifies employees to 
avoid higher premiums, will be immediately barred from bidding or 
participating in any state or municipal contracts for three years and 
will be subject to penalties when applicable.

For more information on Massachusetts’ workers’ compensation 
insurance, see the Department’s website.

Minnesota
Law to change Form W-2 filing due date 
not likely this year
Minnesota Governor Mark Dayton announced that after three months 
of unproductive negotiations with state legislators, he will no longer 
seek passage of a bill that would have accelerated the Form W-2 filing 
deadline to January 31. He said, however, that he remains willing to 
meet with legislators to discuss the matter and that he will propose a 
similar tax bill in 2017 if no special session is called this year.

As we reported in the June 2016 issue of Payroll Perspectives, the 
Legislature passed an omnibus tax bill (H.B. 848) that would have 
changed the Form W-2 filing deadline and cut personal taxes for 
650,000 Minnesotans. The measure was pocket-vetoed when the 
governor’s office discovered a $101 million error in the bill.

The Legislature passed the bill with overwhelming bipartisan support 
the day before adjourning for the year, with votes of 123-10 in the 
House and 55-12 in the Senate.

No change in the Form W-2 filing due date for now

The bill would have accelerated the deadline for filing the state copy 
of Forms W-2 with the Minnesota Department of Revenue from 
February 28 to January 31; eliminated the need to file an annual 
withholding reconciliation form; and modified the threshold where 
small employers can file withholding returns.

According to a Minnesota Department of Revenue representative, for 
now the deadline for filing calendar year 2016 Forms W-2 remains 
February 28, 2017.

http://www.mass.gov/lwd/workers-compensation/forms/form-list-alphabetical/posters/
http://www.mass.gov/lwd/workers-compensation/
https://www.mprnews.org/story/2016/08/18/dayton-no-special-session-negotiations-fail
https://www.revisor.mn.gov/bills/bill.php?b=house&f=HF848&ssn=0&y=2015
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New Jersey
Governor gives notice to end income tax 
reciprocity with Pennsylvania
On September 2, 2016, a spokesperson for New Jersey Governor 
Chris Christie advised media outlets that the requisite 120-day notice 
was given to end the state’s reciprocal income tax agreement with 
Pennsylvania. (KeyStone Crossroads, 9-2-2016.)

The move comes in response to Christie’s attempt to balance the 
state’s budget, an action he says he will reconsider if the Legislature 
acts now to reduce public employee health insurance costs.

Should Christie not rescind his notice, the New Jersey-Pennsylvania 
reciprocal tax agreement will be terminated effective January 1, 2017.

Background

As we reported in the September 2016 issue of Payroll Perspectives, 
Christie issued Executive Order 209 in June 2016 instructing the 
state’s Treasurer and Attorney General to determine the specific 
steps necessary to withdraw from the Reciprocal Personal Income Tax 
Agreement with Pennsylvania and to prepare an estimate on how the 
move would affect tax revenue.

Currently, Pennsylvania residents working in New Jersey may claim 
exemption from New Jersey nonresident income tax withholding 
by giving their employers Form NJ-65, Employee’s Certificate of 
Nonresidence in New Jersey.

When the reciprocal agreement was first enacted 39 years ago, 
New Jersey and Pennsylvania personal income tax rates were 
substantially the same — New Jersey at 2.5% and Pennsylvania at 
2.0%. Today, the gap is far more substantial — 8.97% vs. 3.07%. 
Some estimate that the loss in New Jersey nonresident income tax 
revenues from Pennsylvania residents working in the state is as 
high as $180 million. (NJ Spotlight, 9-7-2016.)

Under New Jersey’s Constitution, the governor can withdraw from 
the reciprocal agreement by issuing an executive order; it does not 
require approval from the Legislature.

New Jersey calendar year 2017 SUI, TDI 
and FLI taxable wage base to increase
The New Jersey Department of Labor and Workforce Development 
has announced that the state unemployment insurance (SUI), 
temporary disability insurance (TDI) and family leave insurance (FLI) 
taxable wage base will increase to $33,500 for calendar year 2017, 
up from $32,600.

Tax rates

• SUI-employer. As we reported in the August 2016 issue of Payroll 
Perspectives, the fiscal year 2017 SUI tax rate schedule decreased 
to range from 0.5% to 5.8% on Rate Schedule C, down from 
1.2% to 7.0% under fiscal year 2016’s Rate Schedule E. The new 
employer rate decreased to 2.8% from 3.4%. The fiscal year 2017 
SUI tax rate notices were mailed to employers and available on the 
Department’s website during the fourth week of July 2016.

• SUI-employee. Employers must continue to withhold SUI taxes 
through December 31, 2016, from employee wages earned up 
to the SUI taxable wage base of $32,600 at the worker SUI rate 
of 0.425% (includes the 0.0425% Workforce Development and 
Supplemental Workforce Fund surcharge). This rate should continue 
at 0.425% for calendar year 2017, on wages earned up to $33,500.

• TDI. The worker TDI rate will continue at 0.2% through 
December 31, 2016, but may change as of January 1, 2017, for 
calendar year 2017.

• FLI. The worker FLI rate will continue at 0.08% for the rest of 2016 
but may change as of January 1, 2017, for calendar year 2017.

The TDI and FLI taxes must be withheld from employee wages earned 
in 2016 up to the taxable wage base of $32,600 and for calendar 
year 2017 up to the taxable wage base of $33,500. The Department 
should announce the calendar year 2017 worker TDI and FLI rates by 
November 2016.

http://crossroads.newsworks.org/index.php/keystone-crossroads/item/96873-gov-christie-moves-ahead-with-ending-nj-pa-tax-sharing-agreement
http://nj.gov/infobank/circular/eocc209.pdf
http://www.state.nj.us/treasury/taxation/njit25.shtml
http://www.state.nj.us/treasury/taxation/njit25.shtml
http://www.state.nj.us/treasury/taxation/pdf/current/nj165.pdf
http://www.njspotlight.com/stories/16/09/06/christie-triggers-potential-end-to-income-tax-agreement-with-pennsylvania/
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Other SUI, TDI and WC amounts for calendar year 2017

According to a Department representative, other SUI, TDI and workers’ 
compensation (WC) totals for calendar year 2017 are as follows:

• Maximum WC weekly benefit rate — $896 (up from $871)

• Maximum unemployment insurance (UI) weekly benefit rate — 
$677 (up from $657)

• Maximum TDI weekly benefit rate — $633 (up from $615)

• Alternative earnings test amount for UI and TDI — $8,400 
(same as in 2016)

• Base week amount — $168 (same as in 2016)

The calculated dollar equivalents for room and board, meals and lodging 
furnished by employers in lieu of money wages for services rendered by 
employees during calendar year 2017 have not been released.

For more information on employment taxes in New Jersey, contact the 
Department at +1 609 633 6400 or see the Department’s website.

New Jersey employers to save on SUI taxes because 
of higher UI trust fund

As we previously reported, because of an increased UI trust fund 
balance, employers are expected to save $380 million in SUI taxes 
for fiscal year 2017 as a result of the move to Schedule C from 
Schedule E, which had been in effect for several years.

New Jersey began borrowing from the federal government in 
March 2009, and the UI federal loan debt reached an all-time high 
of $2.1 billion in April 2011. As a result, New Jersey employers saw 
FUTA credit reductions for calendar years 2011 and 2012. Employers 
also paid an interest assessment from 2011 to 2013 to cover the 
federal interest due on the loan.

The state repaid its federal loan balance in August 2013, was forced 
to borrow again on a short-term basis in December 2013 and then 
repaid this loan on May 1, 2014. As a result, employers did not see 
a FUTA credit reduction for calendar years 2013 to 2015, and the 
assessment to pay federal interest ended in 2014.

New York
Department of Labor releases final payroll 
card regulations
The New York Department of Labor released final regulations that will 
govern the payment of wages by payroll debit card. The regulations 
are effective March 7, 2017.

Marking the event, Governor Andrew Cuomo issued a news release 
explaining that the tough new standards “protect some of our most 
vulnerable New Yorkers from predatory practices that seek to deny 
them a fair day’s pay for a fair day’s work. By eliminating costly 
hidden fees and removing barriers to accessing money workers 
have rightly earned, these nation-leading regulations build upon 
this administration’s efforts to prevent worker exploitation and help 
ensure all employees are treated with fairness, decency and respect.” 
(Governor Cuomo’s office, 9-8-16, news release.)

The new regulations stipulate the following:

• Employees must have access to at least one cost-free ATM near 
where they live or work. Employers who use payroll cards that 
provide access to wages are responsible for guaranteeing access.

• The payroll debit card must allow unlimited free withdrawals from 
an ATM.

• Employers are prohibited from passing on costs associated with 
a payroll debit card account to an employee and from receiving 
a kickback or other financial remuneration from the issuer, card 
sponsor or any third party for delivering wages by payroll debit card.

• No fees can be charged for services such as those for customer 
service, start-up or maintenance, overdraft, inactivity, balance 
inquiries and account closing.

History

As we previously reported, the governor first released draft 
regulations in late May 2015 to impose strict guidelines for employer 
use of payroll debit cards. These draft regulations were in response 
to increased media claims since mid-2013 that some companies 
force low-income employees to use payroll debit cards that carry 
substantial fees while they unscrupulously profit from kickbacks from 
card issuers. New York’s attorney general vowed to investigate the 
pay card practices of some of the state’s largest employers.

In 2013, the Consumer Financial Protection Bureau issued a bulletin 
reminding employers that under the Electronic Funds Transfer Act 
(EFTA) and Regulation E, they cannot require employees to receive 
wages on a payroll card. The bulletin sets forth the federal consumer 
protections that apply to payroll cards, such as fee disclosure, access 
to account history, limited liability for unauthorized use and error 
resolution rights.

http://lwd.dol.state.nj.us/labor/ea/rates/rateindex.html
http://docs.dos.ny.gov/info/register/2016/sept7/pdf/rulemaking.pdf
https://www.governor.ny.gov/news/governor-cuomo-enacts-countrys-most-comprehensive-worker-protections-against-hidden-payroll
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Employer restrictions on pay cards

Employers can pay employees by cash, check, direct deposit or 
payroll debit cards. Employees must give their advance, written 
and voluntary consent for electronic wage payments via direct 
deposit or payroll debit card and must be able to withdraw their 
consent at any time. The employer has a reasonable period (no 
longer than two full pay periods) to implement withdrawals of 
consent. Employees can be under no threat of adverse action for 
their refusal to be paid electronically, nor can employers make their 
participation a condition of hire or continued employment.

Businesses must document employees’ consent and keep it on 
record for six years.

At least seven business days prior to beginning to issue wages by 
payroll debit card, employers must provide a written statement in 
the employee’s primary language that contains all of the following:

• A plain-language description of all options for receiving wages

• A statement that the employer may not require employees to 
accept wages by payroll debit card or direct deposit

• A statement that employees may not be charged any fees for 
services to access their wages in full

• A list of locations where employees can access and withdraw 
wages at no charge within reasonable proximity to their place 
of residence or place of work

Requirements for operating a pay card program

Employers and their agents must not engage in unfair, deceptive 
or abusive practices in relation to the methods of wage payments. 
No employer or its agent, or the officer or agent of any corporation, 
may discharge, penalize or in any other way discriminate against 
an employee because the employee has not consented to receive 
wages through direct deposit or payroll debit card.

Employers must provide one or more ATMs that offer withdrawals at 
no cost to the employee. No cost means that employees can access 
their wages, in full, without encumbrances, costs, charges or fees.

Employers must also provide at least one method to withdraw up 
to the total wages for each pay period or the balance remaining 
on the payroll debit card without the employee incurring a fee. 
Employees must be given access to their wages at a facility 
or machine located within a reasonable travel distance to the 
employee’s workplace or home.

The regulations also provide a list of items for which employers or 
agents may not directly or indirectly charge an employee a fee. The 
employer may not pass on any of the costs associated with a payroll 
debit card account to an employee, nor may an employer receive 
any kickback or other financial remuneration from the issuer, card 
sponsor or any third party for delivering wages by payroll debit 
card. The employer or its agent cannot provide payment of wages 
by a payroll debit card account that is linked to any form of credit, 
including a loan against future pay or a cash advance on future pay.

Funds deposited onto a payroll debit card may not expire; however, 
the agreement between the employer and the issuer may provide 
that an account be closed for inactivity provided that the card issuer 
gives reasonable notice to the employee and the remaining funds are 
refunded to the employee within seven days of the account closure.

At least 30 days before any change in the terms and conditions 
of a payroll debit card takes effect, an employer must provide the 
employee with written notice, including any changes in the itemized 
list of fees. If the issuer charges the employee any new or increased 
fee before 30 days after the date the employer has provided the 
employee with written notice of the change, the employer must 
reimburse the employee for the fee.

If employees are covered by a valid collective bargaining agreement 
that expressly provides the method or methods by which wages 
may be paid to employees, the employer must also have the union’s 
approval before paying by payroll debit card.
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North Carolina
2016 standard deductions increased; 
no change in withholding tables
The recently enacted H.B. 1030 (Chapter 2016-94) increases 
the individual income tax standard deduction amounts for 2016 
and 2017. However, the bill specifies that the North Carolina 
Department of Revenue is not required to adjust the withholding 
tables for calendar year 2016.

Effective for taxable years beginning on or after January 1, 2016, 
the standard deduction amounts are increased to $16,500 (from 
$15,500) for married filing jointly and surviving spouse; to $13,200 
(from $12,400) for head of household; and to $8,250 (from $7,750) 
for single and married filing separately.

Effective for taxable years beginning on or after January 1, 2017, 
the standard deduction amounts are increased to $17,500 for 
married filing jointly and surviving spouse; to $14,000 for head of 
household; and to $8,750 for single and married filing separately.

An official confirmed that the Department does not plan to adjust the 
2016 withholding tables. For now, continue to use the Publication 
NC-30, 2016 Income Tax Withholding Tables and Instructions for 
Employers, as updated in December 2015 for calendar year 2016.

Ernst & Young LLP insights

Employers may want to let their employees know of the change, 
in case they want to adjust their North Carolina income tax 
withholding. (See our special report for more details on the 
federal and state Form W-4 rules.)

North Carolina date for SUI tax rates 
calculation changed; federal offset invoked 
for delinquent accounts
Effective with rate year 2017, the recently enacted S.B. 803 moves 
the date to calculate employer state unemployment insurance (SUI) 
tax rates from August 1 to September 1 to include more tax payments 
made for the second quarter of the year.

To improve collections of delinquent SUI taxes, the North Carolina 
Division of Employment Security announced it is now using the 
federal Treasury Offset Program.

SUI rate calculations

The 2017 SUI tax rate calculation will be based on tax payments for 
each employer for the fiscal year ending with the second quarter of 
2016 (July 1, 2015, to June 30, 2016). Some second-quarter tax 
payments due by July 31 are not received by the North Carolina Division 
of Employment Security by August 1 and are not used in the tax rate 
calculation. According to the bill’s summary, delaying the tax rate 
calculation date to September 1 will more accurately set SUI tax rates 
by allowing all second-quarter tax payments to be credited to employers.

According to a Division representative, this change is not expected to 
delay the 2017 SUI tax rate notices, generally issued by the end of 
November. (Email response to inquiry, 8-16-16.)

Federal program implemented to recoup  
delinquent SUI taxes

The North Carolina Division of Employment Security recently 
announced that it has begun to collect delinquent SUI taxes from 
employers through a federal program called the Treasury Offset 
Program (TOP). The U.S. Department of Labor issued guidance to UI 
agencies in January 2015 on the ability to use TOP for this purpose.

The Division originally implemented TOP to recover unemployment 
insurance benefit overpayments to claimants in 2013. In January 
2016, it began using this process to implement the recovery of 
unpaid employer SUI taxes. The Division reports that it has collected 
$1.3 million in delinquent SUI taxes since November 2015.

“This is part of our larger effort to bring certainty to North Carolina 
businesses by reforming our unemployment system and taking the 
trust fund from bankruptcy to solvency in 30 months,” said Governor 
Pat McCrory. “The employers who file and pay on time deserve the 
assurance that we will hold accountable those employers who don’t 
meet their obligations.”

Division Assistant Secretary Ted Brinn said, “This program has 
been very effective in recovering funds owed to the Division. 
Employers are given an opportunity to settle the debt before we 
use the program. In anticipation of our implementation of the 
program, we mailed out the notification letters required by the 
federal program in early November. That effort, along with TOP, 
has netted DES $1.3 million in unpaid taxes.”

This program is expected to affect only a small number of North 
Carolina employers. In 2015, 91% of employers filed quarterly SUI 
returns timely while 93% paid their SUI taxes on time.

http://www.ncleg.net/gascripts/BillLookUp/BillLookUp.pl?Session=2015&BillID=H1030
http://www.dor.state.nc.us/downloads/nc30_2016.pdf
http://www.ey.com/Publication/vwLUAssets/EY-top-10-form-w-4-tips-for-2016/$FILE/EY-top-10-form-w-4-tips-for-2016.pdf
https://desncc.com/DocumentViewer?Filename=PRGeneral/NR_TOP_G_M.pdf
http://wdr.doleta.gov/directives/attach/UIPL/UIPL-2-09_Change-3_Acc.pdf
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Ohio
State repays FUTA loan balance, potentially saving employers money in 2016

Jurisdiction
First year 

of loan 

2015 FUTA 
credit 

reduction
Net 2015 
FUTA rate 

2016 
FUTA credit 
reduction 

Projected 
2016 BCR 

add-on  
(if not waived)

Projected 
2016 net 
FUTA rate Comment

California 2009 1.5% 2.1% 1.8% 0.4% 2.8%

Connecticut 2009 2.1% 2.7% 1.8% 0.1% 2.5% Repaid March 2016

Ohio 2009 1.8% 2.1% 1.8% 0.3% 2.7% Repaid August 2016

Virgin Islands 2009 1.8% 2.1% 1.8% 1.3% 3.7%

As we reported in the September 2016 issue of Payroll Perspectives, 
the recently enacted H.B. 390 (Chapter 131) directed the Ohio 
Department of Job and Family Services (ODJFS) to repay the 
state’s outstanding federal unemployment insurance (FUTA) loan by 
September 30, 2016, through a loan from the state Department of 
Commerce’s unclaimed funds reserve.

According to the U.S. Department of Labor, the state repaid its entire 
FUTA loan balance as of August 30, 2016. (U.S. Department of Labor, 
Trust Fund Loans, 8-30-2016.)

Provided that the state does not borrow again before November 10, 
Ohio employers should expect no additional FUTA tax for 2016, 
reducing the FUTA tax rate from a potential 2.7% to a net FUTA rate 
of 0.6% for most employers. Ohio employers should continue to 
budget at the higher rate until November 10, when the final FUTA 
credit reduction rates are announced.

Now, just two jurisdictions are likely to have a FUTA credit reduction 
for 2016 — California and the Virgin Islands. Earlier this year, 
Connecticut also repaid its federal loan balance in full.

https://www.legislature.ohio.gov/legislation/legislation-status?id=GA131-HB-390
http://www.ows.doleta.gov/unemploy/budget.asp#tfloans
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Ohio Form W-2 deadline accelerated; school district information requested
The Ohio Department of Taxation plans to conform to the 
accelerated federal Form W-2 filing due date of January 31. 
The change is planned effective for calendar year 2016, with 
forms due by January 31, 2017. Note, however, that only 
employers filing 250 or more Forms W-2 are currently required 
to file Forms W-2 with the Department.

Also, starting with calendar year 2016 Forms W-2 (due in 2017), 
the Department is asking employers to show school district 
information in box 20 when reporting school district withholding.

Ohio will match accelerated Form W-2 deadline

According to the Department representative, the state is expected 
to adopt the federal deadline for submitting Forms W-2 effective for 
calendar year 2016, accelerating the deadline to January 31, 2017. 
A tax alert will be issued later this year confirming the change.

Currently, only employers with 250 or more Forms W-2 for the year 
are required to submit them to the Department. The Department 
is not currently equipped for electronic filing; therefore, Form W-2 
data must be submitted on CD-ROM.

As we previously reported, the Department proposed that all 
employers file Forms W-2 and 1099-R electronically, as is required 
for all other withholding tax and school district withholding tax 
returns and payments. (Proposed change to Ohio Administrative 
Code rule 5703-7-19.)

According to the representative, this proposed regulation change has 
not yet been promulgated. As a result, only employers filing 250 or 
more Forms W-2 must submit these forms for calendar year 2016 to 
the Department on CD-ROM.

Addition of school district information to Forms W-2

As reported in the September 2016 issue of Payroll Perspectives, 
starting with calendar year 2016 Forms W-2, the Department 
requests that employers show the four-digit school district number 
and the school district name in box 20 when reporting school district 
withholding. According to the Department, this added information will 
help distinguish between city and school district withholding amounts.

Many Ohio localities have both a city income tax and a school district 
income tax. The Department has discovered that thousands of 
Forms W-2 each year list a city name twice with two different tax 
withholding amounts — one for the city income tax withheld and one 
for the school district income tax withheld. This has caused some 
individuals to mistakenly claim the wrong withholding amount or add 
both amounts together when filing their city or school district income 
tax returns.

To locate the correct school district number and name, employers 
can access a website called The Finder that provides the number for 
every school district in Ohio. The Department plans to post example 
Forms W-2 on its website.

This is considered a voluntary change — employers are strongly 
encouraged to show the school district information, but penalties will 
not be imposed for failure to comply. (Email response to inquiry.)

For more information on Ohio withholding taxes, go to the 
Department’s website.

http://www.tax.ohio.gov/Portals/0/employer_withholding/General Guidelines/W2PostcardtoVendors.pdf
http://www.tax.ohio.gov/online_services/thefinder.aspx
http://www.tax.ohio.gov/employer_withholding.aspx
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Oklahoma
UI agency to enforce electronic filing 
requirements for SUI returns
Effective January 1, 2017, the Oklahoma Employment Security 
Commission announced it will enforce the requirement that 
employers file Form OES-3, Oklahoma Employers Quarterly 
Contribution Report, via the Commission’s Internet EZ Tax Express 
website. (Title 240:10-5-91(d); Oklahoma Employment Security 
Commission website.)

After January 1, 2017, failure to file electronically may result in 
employer penalties.

The Commission will continue to mail blank paper Forms OES-3 
to employers through the third-quarter 2016 filing period. After 
that, the Commission will cease mailing the forms.

Any report submitted by paper after January 1, 2017, will be 
returned unprocessed to the employer (unless the employer was 
granted a waiver). The employer must refile the return through 
the EZ Tax Express website. Late-filing penalties will be assessed 
if the employer fails to file the report electronically within the 
allotted time frame to avoid such penalties.

For help establishing a user ID or filing Form OES-3 via the EZ 
Tax Express website, contact the Commission’s EZ Tax Express 
Helpdesk at +1 405 557 5452.

Pennsylvania
Cash flow woes raise the possibility 
of a personal income tax increase
Recently, the Pennsylvania Treasury announced that it borrowed 
$1.2 billion to sustain a positive balance in the state’s General 
Fund. The total borrowed thus far against the state’s line of credit 
stands at $1.6 billion. The loan must be repaid by June 30, 2017. 
(Pennsylvania Treasury news release, 9-13-2016.)

To address the state’s budget woes, Governor Tom Wolf has 
unsuccessfully attempted over the last two years to increase the 
state’s personal income tax rate. Most recently, the governor included 
a provision in his fiscal year 2017 budget to increase the personal 
income tax rate from 3.07% to 3.4%, retroactive to January 1, 2016. 
He abandoned the measure to avoid missing the budget enactment 
deadline. (See the August 2016 issue of Payroll Perspectives.)

A further strain on state cash flows could occur next year if New 
Jersey Governor Chris Christie doesn’t rescind his notice to end its 
reciprocal income tax agreement with Pennsylvania, a move that 
could cut Pennsylvania tax revenues by an estimated $5 million 
annually. (Phiily.com, 9-4-2016.)

Action on a tax increase to address these recent challenges is not out 
of the question, and employers should watch for a possible change in 
income tax withholding rates for 2017.

The Pennsylvania General Assembly adjourns on November 30 of 
each year.

https://eztaxexpress.oesc.state.ok.us/
https://www.ok.gov/oesc_web/
http://www.patreasury.gov/
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Tennessee
SUI tax rate schedule unchanged  
for third quarter 2016; taxable wage base 
may decrease in 2017
Because the state unemployment insurance (SUI) trust fund 
balance continued to exceed $850 million as of June 30, 2016, the 
rate schedule used to determine Tennessee SUI tax rates will remain 
at the lowest possible, Premium Rate Table 6, starting in the third 
quarter of 2016 (July 1, 2016, through December 31, 2016).

The SUI tax rates range from 0.01% to 10.0% on Table 6. 
(Email response to inquiry, director, employer accounts operations, 
Tennessee Department of Labor and Workforce Development, 
August 8, 2016.)

Most new employers continue to pay at 2.7% for fiscal year 2017 
(July 1, 2016, through June 30, 2017), except for new construction 
employers (NAICS Sector 23), which pay at 6.0%.

Unemployment taxable wage base for 2016

According to a senior representative of the Tennessee Department 
of Labor and Workforce Development, the SUI taxable wage base 
will remain at $8,000 for the rest of calendar year 2016 but could 
change as of January 1, 2017.

Fiscal year 2017 SUI rate notice mailing date

The Department planned to issue the fiscal year 2017 tax rate notices 
to employers by the end of August 2016.

2017 SUI wage base could go down

Tennessee UI law provides that if the UI trust fund balance on June 
30 or December 31 of any year is less than $900 million, the taxable 
wage base is $9,000. If the trust fund balance is above $900 million 
but less than $1 billion on June 30 or December 31 of any year, the 
taxable wage base is $8,000. If the trust fund balance is over $1 
billion on any June 30 or December 31 of any year, the taxable wage 
base is $7,000.

As of June 30, 2016, the trust fund balance was $1,003,249,815.

The Commissioner of Labor and Workforce Development is required 
to publish a report on the condition of the Unemployment Trust Fund 
during the first week of January and the first week of July each 
year on the department's website. Should the UI trust fund balance 
continue to top $1 billion as of December 31, 2016, the SUI taxable 
wage base should fall to $7,000. (Tenn. Code Ann. §50-7-403(j); 
§50-7-213(e)-(f); H.B. 1552/S.B. 2556/Ch. 751.)

SUI tax rates may change again in January 2017
The balance of Tennessee’s unemployment trust fund on June 30 
and December 31 of any year determines which of six Premium 
Rate Tables will be used to assign nongovernmental employers their 
premium rates for the following two calendar quarters.

The Form LB-0482, Notice of Employer’s Premium Rate, is sent to 
employers in late August or early September each year, showing 
the employer’s experience as of the previous December 31; the 
employer’s reserve ratio that will be in effect for the third and fourth 
quarters of the calendar year in which the notice is received, and 
the first and second quarters of the following calendar year; and the 
employer’s premium rate for the third and fourth quarters of the 
current year.

If the rate changes effective January 1 of the following year because 
of a change in the Premium Rate Table (as last occurred for the first 
and second quarters of 2015), employers will receive a notice in 
January informing them of the change and listing their rate for the 
first two quarters of the new calendar year.

For more information on unemployment taxes in Tennessee, see the 
Department’s website.

Tennessee to impose penalties for failure 
to file SUI returns electronically
Effective July 1, 2016, employers of 10 or more employees that fail 
to comply with the requirement to file quarterly SUI wage reports 
electronically may be assessed a penalty of $50 per month, up to 
$500 until they comply.

As we reported previously, effective January 1, 2016, Tennessee 
employers with 10 or more employees must file their quarterly SUI 
wage report electronically. Previously, the threshold for mandatory 
electronic or magnetic media reporting was 250 or more employees. 
(S.B. 102, signed by the governor on April 10, 2015.)

Employers have the option to report on CD or DVD, or over the 
Tennessee Premium and Wage Reporting System (TNPAWS).

http://share.tn.gov/sos/acts/109/pub/pc0751.pdf
http://www.tn.gov/labor-wfd/
http://www.tennessee.gov/workforce/article/wage-and-premium-reports-tnpaws
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Wyoming
2017 SUI wage base to decrease
According to the Wyoming Department of Workforce Services 
website, and as confirmed by a senior unemployment tax division 
representative, the state unemployment insurance (SUI) taxable wage 
base will decrease to $25,400 for calendar year 2017, down from 
$25,500 in 2016.

Per Wyoming Statutes §27-3-102, the SUI taxable wage base is 
computed each year as 55% of the statewide average annual wage 
and rounded to the lowest $100.

Information on the calendar year 2017 employer SUI tax rate 
factors is not available at this time but should be released by mid-
December 2016.

For more information on Wyoming SUI taxes, go here.

http://www.wyomingworkforce.org/businesses/ui/utwb/
http://doe.wyo.gov/
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Payroll tax calendar

Federal employment tax due dates 
for October–November 2016

Due date Deposit or filing requirement
October 5 Semiweekly deposit due date for liabilities incurred September 28–30.

October 7 Semiweekly deposit due date for liabilities incurred October 1–4.

October 11 Form 4070 is due from employees who received $20 or more in tips 
in September.

October 13 Semiweekly deposit due date for liabilities incurred October 5–7.

October 14 Semiweekly deposit due date for liabilities incurred October 8–11.

October 17 If the monthly deposit rule applies, deposit the tax for payments made 
in September.

October 19 Semiweekly deposit due date for liabilities incurred October 12–14.

October 21 Semiweekly deposit due date for liabilities incurred October 15–18.

October 26 Semiweekly deposit due date for liabilities incurred October 19–21.

October 28 Semiweekly deposit due date for liabilities incurred October 22–25.

October 31 File Form 941 for third quarter 2016; however, if all taxes are paid timely and 
in full, file by November 10. Deposit federal unemployment insurance tax if 
liability through September is more than $500.

November 2 Semiweekly deposit due date for liabilities incurred October 26–28.

November 4 Semiweekly deposit due date for liabilities incurred October 29–November 1.

November 9 Semiweekly deposit due date for liabilities incurred November 2–4.

November 10 Form 4070 is due from employees who received $20 or more in tips in October. 
Form 941 for 2016, quarter 3, is due today if all taxes are paid timely and 
in full.

November 14 Semiweekly deposit due date for liabilities incurred November 5–8.

November 15 If the monthly deposit rule applies, deposit the tax for payments made in 
October.

November 16 Semiweekly deposit due date for liabilities incurred November 9–11.

November 18 Semiweekly deposit due date for liabilities incurred November 12–15.

November 23 Semiweekly deposit due date for liabilities incurred November 16–18.

November 28 Semiweekly deposit due date for liabilities incurred November 19–22.

November 30 Semiweekly deposit due date for liabilities incurred November 23–25.

December 2 Semiweekly deposit due date for liabilities incurred November 26–29.

December 7 Semiweekly deposit due date for liabilities incurred November 30–December 2.
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