How to Set Up Severance Pay inside Payroll Mate

This tutorial is for information purposes only. It is your responsibility to make sure the payroll
setup is correct. Consult your accountant or tax advisor if you are unsure how a certain
payroll item or your payroll in general should be set up.

Severance pay is an agreement between an employer and an employee (or the employee's
representative) sometimes granted to employees upon termination of employment. There is no
requirement in the Fair Labor Standards Act (FLSA) for severance pay. Severance earnings are
taxable payments to an employee that are separate from regular wages. The amounts are
included in the wage base and used to calculate percentage-driven deductions such as 401(k).
https://www.irs.gov/publications/p957

1. Click Company from Shortcuts

2. Click Income Categories

3. Click Add
| ¢ Example Company - Payroll Mate (2018) ro-@
: File Edit Tools Help OrderChecks and Supplies
Company
General Information Federal Tax Information State Tax Information
| Income Categories Tax Categories Deduction Categories
Title alculation
Regular Hourly Pay Per
Overtime Hourly Pay Per Hour Click Income Categories
Yearly Salary Per Year
Bonus Variable
» Tips Received Directly by Employes Varizble
Tips Paid by Employer Variable
Double-Time Per Hour
Commission Variable
Mileage Per Mile
Piece Work Per Fiece
Fringe Benefits Fixed
Life Insurance over 50,000 Variable
m Sick Pay Varizble
2018 \iacation Pay Hourly Per Hour
Sick Pay Hourly Per Hour
Variable Yrly Salary Variable
Click Add
Checks
Employees
Add HE [ Delete
Forms
Reports
Company  guemt== Click Company
1099 & Vendor
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4, Enter Title

5. Select Pay Type from drop-down menu

6. Review/Edit Taxes and Deductions as needed

7. Click OK

Income Details

Title: [Severance Pay e Enter Title

/| Medicare (Employer)

V| Fed Unemployment (Employe
7| State Income Tax

/| State Unemployment (Employ:

-

Abbreviation: |S'E"'"BE'"':'E’Pi""1 I |
Type: s "\ S

elect Pa
woBw 120 [ ] - y
-2 Box 14 Vpe
Abbreviation: : 1
] Reported tips (include in "Social security tips™ on form \-2) Review/Edit
] Omit from Net Pay Taxes and
[T Inactive Deductions
Taxes Applied: Deductions Applied:
7| Federal Income Tax - [¥] 401K (Employee)
| Social Security (Employes) [ [¥] 401K (Employer)
V| Social Security (Employer) |E [] Health Insurance
7| Medicare (Employee) [ Box 12 data

Click OK | 7
ok 4T
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New Severance Pay income category is now in the list of Income Categories

Tools Help OrderChecks and Supplies

@ File Edit

State Tax Information

Severance Pay income
category is now in list

General Information Federal Tax Information
| Income Categories Tax Categories Deduction Categories
Title | Calculation |
»  |Regular Hourly Pay Per Hour
_|Overtime Hourly Pay Per Hour
Yearly Salary Per Year
Bonus Variable
___ |Tips Received Directly by Employee Variable
Tips Paid by Employer Variable
Double-Time Per Hour
_ |Commission Variable
_ |Mileage Per Mile
__ |Piece\work Per Piece
_ |Fringe Benefits Fixed
__|Life Insurance over 50,000 Variable
__ |Sick Pay Variable
m ___|Vacation Pay Hourly Per Hour
- - __|Sick Pay Hourly Per Hour
__ |Variable Yrly Salary Variable
Heliday Pay Per Hour
Retroactive Pay Varizble
_ |[Severance Pay Variable
— [ s | [ s | Delete
L =
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You will need to apply the severance pay income to each employee as needed
8. Click Employees from Shortcuts

9. Select an employee from the list of employee’s names

10. Click Edit
(5 Example Company - Payrall Mate (2018)
¢ File Edit Tools Help OrderChecks and Supplies
;[ New . Delete & Pay _JCheckHistory [ Pay Multiple Employees [¥ import Employees
Employees | First Name Middle| Last Name SSNumber | Phone Number | Address1
¥ |Fred Deaux 888-55-2222 8380 Blank Rd
Sally Tester 999-95-9999 101 Main
(® All Employees | Samuel Sample 111-22-3333 456 Test
Stacy Smile 123-12-3123 123 Happy PI
Stuart s Sample 123-22-3333 456 Test
O Active Employees | Tommy '\Tmer 998-99-9999 101 Main
O Inactive Employees Select Employee E
Click Edit | 10
)1¢&
[ L 11111
Checks
p— Click Employees
Reports
Company
1099 & Vendor
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=
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The Modify Employee Wizard will appear on the screen

11. Click Next
Modify Employee
Welcome to the "Modify Employee" Wizard!
This wizard will guide you through the process of modifying an existing employee.
To continue, please click "Next™.
Click Next | 11
Cancel || |
12. Click Next
Modify Employee
General Information
Name: [Fred | [ | [Deaux
Address1: |393{) Blank Rd |
Address2: [ |
City: |U'|icago |
State: IL -
Socl sy e
R S—
P —
E-mail Address:
) Click Next | 12
[ Inactive —— pt
Meme:

AN

e
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13. Click Next

Modify Employee
Tax Setup

Federal Income Tax Setup
Filing Status: Single
Number of Allowances: 0

Pay Freguency:

W-2 Options

- "] Statutory Employee

. | Retirement Plan

Weekdy (52 Pay Periods) - il This employee receives

Advance EIC payment

Addifional Federal Withholding: (0.0

Set the following Taxes to zero on the check
[] Federal Income  [] State Income

State Income Tax Setup

State:
Additional State Withholding:

IL-\4 Line 1:
IL-\4 Line 2:

[] SS. & Med. (Employee)

IL

[] SS. & Med. (Employer)

[p00

o

Click Next | 13
Bac

Camel”r:

e e [ o

14. Checkmark to select severance income as applicable

15. Click Next

Modify Employee
Incomes

[ Fringe Benefits

[ Vacation Pay Hourly

[7] Sick Pay Hourly

[C] Holiday Pay

[] Bonus

[7] Tips Received Directly by Employee
[] Tips Paid by Employer

[[] Commission

[ Life Insurance over 50,000

S

Foes

[Per Hour] |0.00

Perteu] oo Checkmark
[Per Hour) to select
Severance
pay income

[Vanable]
[Variable]
[Vanable]

14

i

4

[T Sick Pay [Variable]
[] Variable Yrly Salary [Variable]
[] Retroactive Pay [Variable] .
Severance Pay [Variable] | Cl' Ck Next 15
| ol || <Back || MNews || |
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16. Click Next

Modify Employee 5]
Taxes

Federal Income Tax —

Medicare (Employee)
Medicare (Employer)

Fed Unemployment (Employer)
State Income Tax

m

[¥] State Unemployment (Employer)
[¥] Local Income Tax

[7] State Disability Insurance (Employee) 4
[¥] State Disability Insurance (Employer)

[¥] NY Disability IPercenizel — Click Next | 16
[#] Chicago City Tax [Percentzge] i
G [N | o |
17. Click Next
Modify Employee e
Deductions

[¥] 401K (Employes) [Percentage]
[¥] 401K (Employer) [Percentage]

Heszlth Insurance [Fixed]
Box 12 data [Percentage]

Click Next | 17
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18. Click Next

Modify Employee
Direct Deposit

[ Include in Direct Deposit Process

Ferking infommation

Account Type Checking -
e e —

Account Number |
Click Next | 18
Cancel || <Back =
19. Click Next
Modify Employee o o
Vacation / Sick Hours Settings
Method of Calculating Vacation and Sick Hours: @ Per Check
() Per Total Hours on Check
Vacation Hours Earned Per Check
. . Keep blank for unlimited hours per year: fill
Maximum Vacation Hours Earned Per Year with 0.00 for zero hours per year
Sick Hours Earned Per Check
H ited ho L fill
Maximum Sick Hours Earned Per Year Click Next 19 :Lrs pBrL;rzap;er Seshl
Cancel || <Back Net> || Fios
20. Click Finish
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Note: Your information will not be saved if you do not click Finish

Finish

Modify Employee

Wizard compleied, please click “Finish™ to update this employee information.

Click Finish | 20

Finish

Repeat steps 8-20 for each applicable employee
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21. When creating a new payroll check for the employee the new income category will be

visible

Enter the amount of Severance Pay to record for this paycheck in the Rate column

(m———— —]
Check Details =
General Information Pay Frequency: Weekly (52 Pay Periods)
Employee: Deaux, Fred v BeginDate: May 23,2018 (A4
Recalculate
Check #: PayDate: May 23,2018 @ EndDate: May 23,2018 O~
Income Details Vacation / Sick Hours
Regular Houry Pay  20.0000 Per Hour 40.0000 800.00  1500.00 Vo ooy & 462
I Severance Pay 0.0000 Variable N/A 0.00 0.00 l Vac hoursused  0.00 0.00
Sick hours eamed 4.62 462
Sick hoursused  0.00 0.00
Tax Details Deduction Details
Federal Income Tax 23.80 401K (Employes) 32.00 60.00
Social Security (Employee) 49.60 Health Insurance  25.00 50.00
Medicare (Employee) 11.60 12.00 2250
State Income Tax 3960 25.00 25.00
Local Income Tax 0.00
State Disabilty Insurance (Employee)  0.00 5.00 30.00
NY Disability 0.60 X
Chica T 0.80 1.50
g o ol  Enter Severance Pay Income [
Sockal Secutly (Employe) 4960 93.00 amount in the Rate column
Medicare (Employer) 11.60 2175 -
Other Optional Details Check Summary
Amount. YiD: Total Incomes: Total Taxes: Total Deductions:  Net Pay:
Hours Worked 0.00 00 This Check: 800.00 24400 9400 462.00
Weeks Worked ~ 0.00 .00 Y1D: 1500.00 45130 157.50 891.20
MEMO:
oK | | cancel
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