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8: Depositing and Reporting Withheld Taxes 

Introduction 
Welcome to Section 8 of the CPP study group.  Section 8—Depositing and Reporting Withheld 
Taxes—covers content that reflects another portion of the payroll professionals’ responsibilities 
to the IRS.  In this section, we’ll understand when withheld payroll taxes are due to be paid and 
how those taxes are reported.  In addition, we’ll cover the employee’s wage and tax statement. 
 
Throughout this document, you’ll be given highlighted content to supplement.  While this content 
will not cover everything you need for the exam, it is a good tool to help facilitate studying. 

FYI – Topics from Content Outline 
I. Core Payroll Concepts 

a. Employee/Employer Forms 
b. Methods and Timing of Pay 

II. Compliance 
a. Regulatory 
b. Reporting 
c. Penalties 

III. Principles of Paycheck Calculations 
a. Employer Taxes and Contributions 

IV. Management and Administration 
a. Auditing 

Employer Identification Numbers 
The employer identification number is used to identify a tax payer to the IRS and the SSA; its 
purpose is similar to the social security number.  This number must be used whenever an 
employer is depositing taxes, filling a return or communicating with the IRS or SSA.  
  
If an employer does not have an employer identification number, what form must be completed 
to apply for one?  

• SS-4 
 
Applying for an EIN 

• Employers apply for an EIN directly from the IRS website.  Once the form is completed 
online, the system issues an EIN that can be used immediately.   

• Application can also be done by phone.  The IRS representative will provide the 
employer the EIN on the phone. 

• Applications can also be done by fax (takes four business days) or by mail (takes four 
weeks) 

• If an employer does not have an EIN by the time a tax return is due, the employer should 
write “applied for” on the return.  
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Depositing Withheld Income and Employment Taxes 

Depositor Status 
There are two types of depositor status for depositing employment taxes:  

1. Monthly  
2. Semiweekly  

  
The depositor status is determined on the lookback status.  To determine the lookback status, 
two steps must be taken: 

1. Identify the lookback period 
2. Identify the tax liability during the lookback period 

 
The depositor status is determined annually and is based upon the lookback period for the 
upcoming tax year.  The lookback period is defined as 12 month period running from July 1 of 
the second previous year through June 30 of the previous year.  

What would the lookback period for tax year 2013 be?   
• July 1, 2011 through June 30, 2012 

 
If an employer’s liability during the lookback period is $50,000 or less, the employer is a monthly 
depositor for the upcoming tax year.  If the employer’s liability during the lookback period is 
more than $50,000.00, the employer is a semiweekly depositor. 
 

Example: An employer has the following liabilities by quarter.  What is the employer’s tax 
liability status for 2013?   
Quarter Liability  Quarter Liability 

Q1 2011 $10,000  Q1 2012 $5,000 
Q2 2011 $23,000  Q2 2012 $10,000 
Q3 2011 $8,000  Q3 2012 $16,000 
Q4 2011 $14,000  Q4 2012 $22,000 

• Lookback period covers Q3 2011 through Q2 2012 
• 8000.00 + 14000.00 + 5000.00 + 10000.00 = 37000.00 � monthly depositor 

 
New employers, since they have no liability during a lookback period, default to a monthly 
depositor status.  This status will continue until they reach $50,000.00 in liability or the one-day 
rule is triggered (to be discussed later).    
  
When two employers are involved in a merger or acquisition, the successor employer has the 
same deposit requirements as the predecessor. 
 

Payment Deadlines 
A monthly depositor must deposit its employment taxes for each calendar month by the 15th of 
the following month.   

Example: An employer is a monthly employment tax depositor, per IRS guidelines.  
During the month of April, the employer accumulates $3,500.00 in tax liabilities.  The 
employer must deposit $3,500.00 by May 15.  
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A semiweekly depositor must deposit its employment taxes based upon two different windows:  
1. Taxes for wages paid on Wednesday, Thursday and Friday must be deposited by the 

following Wednesday.  
2. Taxes for wages paid on Saturday, Sunday, Monday and Tuesday must be deposited by 

the following Friday.  
 
One-day deposit rule – if an employer’s liability reaches $100,000.00 during a monthly or 
semiweekly deposit period, the taxes must be deposited by the close of the next business day.  

Note: If a monthly depositor is subject to the one-day deposit rule, the employer 
becomes a semiweekly depositor for the rest of the calendar year and the next calendar 
year. 
 
Example: An employer, who is a semiweekly depositor, has the following liabilities during 
a three week period in July.  Calculate the tax deposits necessary for these liabilities and 
indicate when the taxes are due.  
 
Sunday Monday Tuesday Wednesday Thursday Friday Saturday 
7 8 9 10 11 12 13 

$0.00 $25,000 $17,500 $30,000 $40,000 $25,000 $6,000 
14 15 16 17 18 19 20 

$0.00 $12,000 $40,000 $56,000 $50,000 $3,500 $12,000 
21 22 23 24 25 26 27 

$0.00 $45,000 $45,000 $110,000 $0.00 $0.00 $0.00 

• July 7 – July 9: 25,000 + 17,500 = 42,500 due on July 12 
• July 10 – July 12: 30,000 + 40,000 + 25,000 = 95,000 due on July 17 
• July 13 – July 16: 6,000 + 12,000 + 40,000 = 58,000 due on July 19 
• July 17  - July 18: 56,000 + 50,000 = 106,000 due on July 19 
• July 19: 3,500 due on July 24 
• July 20 – July 23: 12,000 + 45,000 + 45,000 = 102,000 due on July 24 
• July 24: 110,000 due on July 25 

 
When the semiweekly period bridges two quarters, the semiweekly period should be seen as 
two separate deposit obligations.  

An employer has its regular payday liability on Saturday, March 31 in the amount of 
$95,000.00.  On Monday, April 2 the employer pays bonuses and has a liability of 
$25,000.00.  Even though the total liability during the deposit period is over $100,000.00, 
since the liabilities in the period span two quarters, the employer should not pay 
$120,000.00 on April 3.  Instead, the employer is liable for making a deposit of 
$95,000.00 on Friday, April 6 and a $25,000.00 deposit on Friday, April 6.  

  
If an employer’s liability is less than $2,500.00, that liability can be paid when the employer files 
Form 941.  
  
Another exception to the above depositor statuses is for employers with extremely small 
liabilities.  If an employer has an annual tax liability of $1,000.00 or less and are notified by the 
IRS they are qualified to file Form 944, the employer will make the deposit annually when the 
employer files Form 944, Employer’s Annual Federal Tax Return.  

Note: if an employer is in the EAFTP and exceeds $1,000.00 in liability, it loses the 
annual deposit status and must begin depositing according to normal guidelines.  
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Another facet of depositing guidelines to consider is if taxes are due on a Saturday, Sunday or 
holiday, then the tax deposit is due the next banking day.  In addition, for semiweekly 
depositors, if a Saturday, Sunday or holidays falls between the end of the tax deposit period and 
the tax due date, the tax due date is extended.  In essence, semiweekly depositors always have 
three banking days from the end of the tax deposit period to make the tax deposit, unless the 
one day deposit rule applies.  

An employer with a semiweekly depositor status has an employment tax liability of 
$110,000.00 on Friday, May 17.  Since the following day is a Saturday and the day after 
that is a Sunday, the employer’s due date for the tax deposit is Monday, May 20.  
 
An employer with a semiweekly depositor status has an employment tax liability of 
$50,000.00 on Friday, May 24.  Since Monday, May 27 is Memorial Day and is a 
banking holiday, the deposit is due on Thursday, May 30 instead of Wednesday, May 
29.  
 

The IRS allows a “safe harbor” shortfall so that employers are not depositing a small amount 
less than the entire deposit obligation.  An employer can satisfy this shortfall rule and fall within 
“safe harbor” rules if it deposits 98% of its liability by the due date.  For monthly depositors, the 
remaining 2% can be deposited with Form 941.  For semiweekly depositors, the remaining 2% 
is due the first Wednesday or Friday occurring on after the 15th of the month after the month the 
deposit was to be originally to be deposited.  

An employer with a monthly depositor status has a liability for the month of April in the 
amount of $22,000.00.  The employer must deposit $21,560.00 by May 15, and the 
balance of $440.00 must be paid when the employer files Form 941.  
 
An employer with a semiweekly depositor status has a liability for the Monday, April 16 
payday in the amount of $75,000.00.  The employer must deposit $73,500.00 by Friday, 
April 20, and the balance of $1,500.00 must be deposited by Wednesday, May 16 (which 
is the first Wednesday or Friday after the 15th of the next month). 

 

How to deposit employment taxes 
North American Free Trade Implementation Act (NAFTA) requires federal tax deposits be made 
via Electronic Federal Tax Payment System (EFTPS).   
  

Exceptions:  The EFTPS requirement does not apply to employers with total 
employment tax liability under $2,500 in a quarter because they can pay with the 941.  
Employers with annual tax liability less than $1,000 can pay using the annual form 944.  

  
Any new businesses indicating they will have a federal tax obligation are automatically pre-
enrolled into EFTPS and will receive a separate mailing with the EFTPS personal identification 
number and instructions for activating the enrollment.  
  
EFTPS Payment Options  

EFTPS-Direct (ACH Debit): employer instructs EFTPS to move the funds from the 
employer’s account to the Treasury’s account.  EFTPS debits dollars from the 
employer’s bank account to pay the tax liability. 
 
EFTPS-Through a financial institution (ACH Credit): the employer initiates the payment 
from its bank account into the Treasury bank account  
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If an employer is due a refund of taxes, the refund cannot be made through EFTPS.  Employers 
should instead request refunds using Form 941-X Adjusted Employer’s Quarterly Federal Tax 
Return or Claim for Refund.  
  
Penalties for failure to deposit on time  

• 2% if deposited within 5 days of the due date  
• 5% if deposited within 6 – 15 days of the due date  
• 10% if deposited more than 15 days after the due date  
• 15% if not paid within 10 days after employer receives first IRS delinquency  
• notice  

  
Because EINs are issued immediately when employers apply for an EIN online or over the 
phone, new employers are no longer subject to separate rules for deposits that have to be made 
after applying for an EIN but before it is assigned.  
  
Trust Fund Recovery Penalty - If an employer willfully fails to withhold, deposit and report taxes 
is subject to an additional penalty equal to the amount of the taxes involved.  In addition, these 
employers are also guilty of a felony and can be fined up to $10,000 and/or imprisoned for up to 
five years. 

The Employer’s Employment Tax Return – Form 941 
Form 941, Employer’s Quarterly Federal Tax Return, is a tax return filed by employers to report 
an employer’s taxable wages and payroll tax liability.   How frequently is Form 941 filed?    

• Quarterly 
  
Typically, Form 941 is filed by any employer that withholds federal income tax and is subject to 
social security and Medicare taxes.  Some employers are exempt from filing Form 941.  Some 
examples are seasonal employers and employers with an annual tax liability less than 
$1,000.00.  
  
Mergers & Acquisitions - When two companies merge, the surviving corporation must file Form 
941 for the quarter during which the change took place.  While this will create discrepancies with 
Forms W-2, an employer can report Schedule D to explain the differences.    

• If a successor employer acquires substantially all of the property and continues to 
employ the predecessor’s employees after the acquisition, there are a couple different 
options for reporting wages and taxes.   

• Under the standard procedure, the successor and predecessor will each file Form 941 
for the quarter, reporting the respective wages and taxes.   

• Under the alternate procedure, the predecessor does not report wages and taxes on 
Form W-2 and retains responsibility for reporting Form 941. 

 
 
If an employer makes a deposit with Form 941, the payment must be accompanied by Form 
941-V.  

Note: When are payments made with Form 941?   
1) If the employer is a monthly depositor and is paying the short fall 2% or  
2) If the employer has quarterly liability less than $2,500.00.  
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Form 941 is due by the last day of the month following the end of the quarter.  If the employer 
made all of its deposits timely and accurately, then the employer has a ten day extension.  

An employer’s Form 941 for the second quarter is due on July 31.  If the employer timely 
and accurately deposits all tax deposits for the second quarter, Form 941 is due on 
August 10.  

  
As with tax deposits, if the due date for Form 941 falls on a Saturday, Sunday or holiday, the 
Form is due the next business day.  
  
Forms are considered filed with the postmark date when sent through the US postal service or 
private delivery services.  If sent registered mail, it’s considered filed on the registration date.  
  
Schedule B 
Semiweekly depositors file—along with Form 941—Schedule B, Report of tax Liability for 
Semiweekly Schedule Depositors. 

• Schedule of liability…not deposits made 
• Schedule of payday…not due date 

 
Schedule R 
Schedule R (Form 941), Allocation Schedule for Aggregate Form 941 Filers, issued each time 
an aggregate Form 941 is filed.  This requires approval from the IRS as an agent.  Its purpose is 
to allocate eh aggregate information reported on Form941 to each client.   

Other Federal Employment Tax Returns 
Form 941-PR and form 941-SS 

• 941-PR – used by employers that have employees in Puerto Rico 
• 941-SS – used by employers that have employees in American Samoa, Guam, the 

northern Mariana Islands and the Virgin Islands 
 
Form 943 - Required of employers of farm workers with federal income tax and FICA tax 
withheld.  Even though it serves the same purpose as Form 941 for nonagricultural employees, 
Form 943 is filed annually.  There is a ten day extension on the due date if all taxes were 
deposited timely  
 
Form 944 - As discussed earlier, Form 944 is an annual return filed by small employers who 
have an annual tax liability less than $1,000.00.  These employers can ask the IRS if they could 
file form 941 quarterly instead.  
 
Form 945 - Used to report amounts withheld during the year from nonpayroll items such as 
pensions, annuities, gambling winnings, & backup withholding due January 31. There is a ten 
day extension on the due date if all taxes were deposited timely. 

Making Adjustments, Correcting Returns, and Obtaining Refunds and 
Credits – Form 941-X and 843 
If an employer has an error in withholding or reporting employment taxes, adjustments must be 
made on Form 941-X, Adjusted Employer’s Quarterly Federal Tax return or Claim for Refund.  
Record the correct amounts in column 1, wrong amounts in column 2 and the difference in 
column 3.  Explain the nature of the adjustment.  
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Form 843 should be used when requesting a refund or abatement of assessed interest, 
additions to tax, or penalties.  Form 941-X is used to request a refund or abatement of 
overreported and overpaid employment taxes. 

Penalties for Late Reporting and Paying Tax 
• Late filing of employment tax returns = 5% of the amount of tax required to be shown on 

the return for each month or fraction of a month, up to a maximum of 25%.  
 

• Failure to pay employment taxes shown on the form = 0.5% of any unpaid tax for each 
month, up to 25%; subject to increase  

 
• If an employer can show reasonable cause for failure to pay and/or report tax, the IRS 

may abate penalties.  Typically, interest is still due.   
 

• Criminal penalties  
o Willful failure to file a return, pay tax or keep records = up to $25,000 and/or 

imprisonment for up to a year  
o Willful delivery to the IRS of a tax return known to be fraudulent = up to $10,000 

and/or imprisonment for up to a year  
o Willful attempt to evade the payment of tax = up to $100,000 and/or 

imprisonment up to five years  
o Signing any return, statement, etc. under penalty of perjury without believing it to 

be true = up to $100,000 and/or imprisonment up to three years 

Information Reporting for Employees – Form W-2 
Employers have an obligation to report to employees any taxable wages paid to them as well as 
the taxes withheld on those wages so that employees can complete their individual tax return.  
This is accomplished by providing employees Form W-2.  
  
Impacts of mergers and acquisitions - This was touched on a little bit earlier when talking about 
withholding taxes.  When there has been a merger of two employers and one employer 
survives, the surviving entity must report the wages for the two entities on Form W-2.  
  
When an entity acquires another entity, there are two options to determine which entity reports 
what information on Form W-2.   

• Under the standard procedure, the predecessor and successor report their respective 
wages on Form W-2.   

• Under the alternate procedure, the successor will report wages paid and taxes withheld 
for all employees who were employed by the predecessor entity and the successor 
entity.  In this case, since the predecessor still reports Form 941, each company should 
submit Schedule D to explain the differences between Forms 941 and Forms W-2.  

  
Issues with providing Form W-2  
Due to address changes, sometimes Form W-2 is not deliverable by the US postal service.  
When these documents are returned to the employer, the employer should make every effort to 
redirect Form W-2 to the employee (such as looking to see if an address change has been 
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submitted since Forms W-2 were printed).  If the employer cannot find the proper delivery 
address for Form W-2, the employer should retain the documents for four years.  
  
If an employee loses Form W-2 and it wasn’t returned to the employer, the employer should 
reprint Form W-2 and write/stamp the word “reissue” on it. 
 

When and where to furnish Form W-2  
There are six parts of Form W-2:  

• Copy A – Goes to the Social Security Administration  
o A goes to the SS”A”  

• Copy B – Goes to the employee to file with his/her Form 1040  
o B goes “B”hind 1040  

• Copy C – Goes to the employee to keep for his/her records  
o C is the employee’s “c”opy  

• Copy D – Remains with the employer  
o D –“D”oesn’t go anywhere  

• Copy 1 – Employer provides to the state/local agency   
• Copy 2 - Goes to the employee to be filed with his/her state tax return  

o 1 &2 both go to the state – the employer sends its copy to the state 1st and the 
employee sends his/her copy to the state 2nd   

  
When is Form W-2 due?  

• Copy A is due the last day of February (if filed on paper…along with Form W-3) or the 
last day of March (if filed electronically) 

• Copies B, C and 2 are due the last day of January  
  
If an employee terminates before the end of the year requests Form W-2 in writing, the 
employer must prepare Form W-2 and send it within 30 days.  
  
Employers not only have the opportunity to provide Forms W-2 to the SSA electronically, but 
they can also provide them to employees electronically.  To do so, the employee must enroll 
positively in electronic delivery.  The deadline still applies: the W-2s must be delivered 
electronically or posted for viewing no later than January 31.  In addition, the forms must remain 
on the website until October 15.  
  
If an employer goes out of business before the end of the year, the employer must provide 
Forms W-2 to employees by the due date of the final Form 941.  Per this point earlier, the final 
Form 941 is due the last day of the month following the end of the quarter of the last wages 
paid.  If using Form 941-M, it’s due the 15th of the month following the final month of wages 
paid. 

Box-by-box instructions for Form W-2 
Box Description Hint 

1 Federal income taxable wages, tips 
and other compensation 

Boxes 1 through 6 represent the 
federal wages subject to withholding 
and the taxes withheld on those 
wages 

• Wages are reported before 

2 Federal income tax withheld 
3 Social security taxable wages 
4 Social security tax withheld 
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Box Description Hint 

5 Medicare taxable wages taxes: in the odd boxes 
• Taxes are reported after 

wages: in the even boxes 
• In the order of tax rate, from 

highest to lowest  

6 Medicare taxes withheld 

7 Social security tips  
8 Allocated tips  
9 No longer used  

10 Dependent care benefits (§129) De”ten”dent care 
11 Nonqualified plans (distributions from 

a nonqualified deferred compensation 
or nongovernmental §457 plan; if no 
distributions made, show the amount 
of deferrals 

 

12A Uncollected social security on tips Think of a restaurant where you run 
up a TAB, taxes on Tips in A and B 12B Uncollected Medicare on tips 

12C Taxable cost of group term life 
insurance over $50,000 

C for Coverage 

12D 401(k) deferrals • D, E and F for deferrals 
• In numerical order 12E 403(b) deferrals 

12F 408(k) deferrals 
12G 457 contributions G for Government…who are the 

employers covered under §457 
12H 501(c)(18)(d) contributions H is the last of the deferrals and the 

501 plan is the highest plan 
numerically 

12J Nontaxable sick pay J for juice, jammies, jaundice 
12K Excise tax on golden parachutes K for kite (similar to a parachute) 
12L Substantiated employee business 

expense reimbursements under a per 
diem or mileage allowance that 
exceeds government-approved rates 

L: leisure…travel…expense 
reimbursements 

12M Uncollected social security tax on 
retiree group term life insurance 

• M&N go together 
• RetireMeNt 

12N Uncollected Medicare tax on retiree 
group term life insurance 

12P Excludable moving expenses paid 
directly to the employee 

P for packing 

12Q Nontaxable combat pay Q for quarters (military quarters) 
12R Employer contributions to Archer MSA ‘R’cher 
12S Employees salary reduction 

408(p)SIMPLE 
S for SIMPLE 

12T Adoption benefits T for toddler 
12V Nonstatutory stock option exercise V for vesting 
12W Employer contributions to HSA W for well-being 
12Y Deferrals under 409a nonqualified 

deferred comp plan 
Y can’t I be eligible to participate  
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Box Description Hint 

12Z Income under 409a nonqualified 
deferred comp plan 

 

12AA Roth contributions to 401k  
12BB Roth contributions to 403b BB: deferrals to Roth 403’b’ 
12CC No longer used  
12DD Cost of employer-sponsored health 

coverage 
 

12EE Roth contributions under 457 plan  
13 Check boxes for 

  Statutory employees,  
  Retirement plan, and 
  Third party sick pay 

 

14 Other  
15-20 State/local info  

Providing Wage and Tax Information to the SSA – Form W-3  
Form W-3 accompanies paper copies of part A of Forms W-2.  Form W-3 contains totals of the 
amounts reported on Forms W-2 and acts as a reconciliation of the forms.  Since it 
accompanies copy A of Form W-2, it is also due the last day of February.  
 
If an employer files electronically, Form W-3 is not required.  

Correcting Information Statements – Forms W-2c and W-3c  
If an error has been made on a previously filed Form W-2, it can be corrected by completing and 
submitting to the employee Form W-2c.  Form W-2c consists of the same six parts as Form W-
2.  The information on Form W-2c reports what was originally reported on Form W-2 and what 
the correct information should be.  
  
When submitting paper copies of Form W-2c to the SSA, Form W-3c should accompany the 
forms.  Even if there is just one W-2c, Form W-3c is required.   
As a note, if only state and/or local data is being corrected on Form W-2c, then copy A should 
not be sent to the SSA. 
 
Just like with W-2s, if an employer has more than 250 W-2cs, those forms must be filed with the 
SSA electronically provided Form W-2c is for the immediate past calendar year.    
  
Also similar to Form W-2, any undeliverable Forms W-2c must be retained for four years.  

The Reconciliation Process for Employers  
Reconciling tax records with informational returns can save many headaches for employers.  
Keeping year-to-date tax information balanced with Forms 941 will make for easier balancing 
with Forms W-2 at the end of the year.  In addition, the fewer out of-balance conditions that 
exist, the fewer issues the employer will have with the IRS and SSA related to out-of-balance 
conditions.  
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As you’ve noticed throughout this section, Forms 941 are submitted to the IRS, whereas Forms 
W-2 are submitted to the SSA.  These two divisions of the government perform a reconciliation 
process themselves.  
  
The reconciliation process is not something that should just occur at year end: it should occur 
throughout the year.  Each quarter, the quarterly wages and withholdings should feed and 
balance to Form 941.  As each quarter passes, the YTD amounts for wages and withholding 
should balance to the cumulative totals of Forms 941.  At the end of the year, the YTD wage 
and tax balances should match Form W-2, which should match the four Forms 941 for the year. 

Information Returns for Nonemployee Payments – 1099 Series  
Employers may also have reporting obligations to nonemployees for wages.  Since only 
employees receive Form W-2, other individuals receive compensation information on a form in 
the 1099 series.  The most common forms used by payroll professionals are the 1099-R and the 
1099-MISC.  
  

• 1099-MISC - This form is used for many instances:  
o Payments more than $600 to non-corporate entities  
o Payments to attorneys (such as with a settlement)  
o Payments to a deceased employees beneficiary or estate  
o Deferrals or income to a nonemployee for contributions under 409a  

 
If any backup withholding occurred from the payments, these monies should also be 
reported on Form 1099-MISC.  
 
As with Form W-2, Form 1099-MISC is due to the recipient generally by January 31.  
 
Form 1099-MISC is due to the IRS by February 28 if filing by paper or by March 31 if 
filing electronically (required if filing more than 250).  Paper copies of Form 1099-
MISC must be accompanied by Form 1096, the transmittal form.  
 

• 1099-R - Any distribution from a retirement plan—whether annuity or lump sum-must be 
reported on Form 1099-R.  Form 1099-R includes all monies paid and are separated into 
taxable and nontaxable buckets.  

 
As with Form W-2, Form 1099-R is due to the recipient by January 31. 
 
Form 1099-R is due to the IRS by February 28 if filing by paper or by March 31 if 
filing electronically (required if filing more than 250).  Paper copies of Form 1099-
R must be accompanied by Form 1096, the transmittal form.  

Penalties for Incorrect or Late Information Returns and Statements  
• Failure to file information returns  

o $15 per return if filed within 30 days of the original due date, with a maximum 
penalty of $75,000.00  

o $30 per return if filed more than 30 days after the original due date but before 
August 1, with a maximum penalty of $150,000.00  
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o $50 per return if not corrected before August 1, with a maximum penalty of 
$250,000.00  

 
If the employer willfully fails to file, the employer is assessed an additional penalty of 
the great of $100.00 or 10% of the tax required to be shown on the return.    
 
Penalties may be waived if the employer can show reasonable cause for the failure 
to file.  

 
• Failure to provide information statements to employees  

o The penalty for failure to provide an information statement to employees is 
$50.00 per statement, up to $100.000.00.   

o If the employer willfully fails to file, the employer is assessed an additional 
penalty of the great of $100.00 or 10% of the monetary amount to be shown on 
the return.    

 
Penalties may be waived if the employer can show reasonable cause for the failure 
to file.  

Electronic Reporting Requirements   
An employer that files more than 250 Forms W-2 is required to submit the forms to the SSA 
electronically.  This threshold also applies to Forms W-2c, forms in the 1099 series, as well as 
Form 8027 (Employer’s Annual Information Return of Tip Income and Allocated Tips) and Form 
1042-S.   

Test Your Knowledge  
1. To apply for an employer identification number, an entity should complete and submit 

Form:   
a) SS-4  
b) SS-8  
c) W-5  
d) W-9  

  
2. If an employer doesn’t have its EIN before the first return is due, what should happen?  

a) The employer should leave the EIN field blank.  
b) The employer should use an EIN of 99-9999999.  
c) The employer should not file the return until the EIN is received.  
d) The employer should write “applied for” in the EIN field on the return.  

 . 
3. The lookback period for calendar year 2014 is:  

a) July 1 2011 through June 30, 2012  
b) January 1, 2012 through December 31, 2012  
c) July 1, 2012 through June 30, 2013  
d) January 1, 2013 through December 31, 2013  
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4. To be a semiweekly depositor, an employer must have MINIMUM tax liabilities during 
the lookback period of:  

a) $2,500.00  
b) $7,000.00  
c) $15,500.00  
d) $50,000.00  

  
5. Unless exempt under certain provisions, federal income, social security, and Medicare 

taxes are reported on Form:  
a) 940  
b) 941  
c) 943  
d) 944  

  
6. Taxes related to agriculture are reported on Form:  

a) 940  
b) 941  
c) 943  
d) 944  

  
7. Which of the following payments does NOT have its withholding reported on Form 945?  

a) Payments subject to backup withholding  
b) Pensions, annuities, IRAs  
c) Gambling winnings  
d) Bonuses  

 . 
8. For an employment tax deposit to be de minimis, the amount must be a MAXIMUM of:  

a) $500.00  
b) $2,500.00  
c) $7,000.00  
d) $15,500.00  

  
9. The “safe” harbor shortfall rule states that the remaining deposit is due when?  

a) For a monthly depositor it is due with Form 941  
b) For a monthly depositor it is due with the next deposit  
c) For a semiweekly depositor it is due with Form 941  
d) For a semiweekly depositor it is due with the next deposit  

  
10. In addition to Form 941, a semiweekly depositor who has deposited all taxes in full 

timely, must also complete 
a) Schedule B 
b) Schedule D 
c) Form 941-M 
d) Form 941-V  
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11. An employer with a semiweekly depositor status pays its hourly employees on Tuesday, 
May 7 and has a tax liability of $65,000.00.  The same employer pays its salary 
employees on Wednesday, May 8 and has a tax liability of $70,000.00.  Which of the 
following deposits must the employer make?  

a) $65,000.00 due on Wednesday, May 8 and $70,000.00 due on Thursday, May 9  
b) $65,000.00 due on Friday, May 10 and $70,000.00 due on Wednesday, May 15  
c) $135,000.00 due on Thursday, May 9  
d) $135,000.00 due on Friday, May 10  
 

12. An employer with a semiweekly depositor status has the following liabilities on the 
mentioned date:  

• $56,000.00 on Tuesday, June 28 
• $50,000.00 on Thursday, June 30 
• $75,000.00 on Friday, July 1 

Which of the following deposits reflects the employer’s liability?  
a) $56,000.00 on Friday, July 1 and $125,000.00 on Tuesday, July 5 
b) $106,000.00 on Friday, July 1 and $75,000.00 on Wednesday, July 6 
c) $56,000.00 on Friday, July 1; $50,000.00 on Wednesday, July 6; $75,000.00 on 

Wednesday, July 6 
d) $56,000.00 on Friday, July 1; $50,000.00 on Thursday, July 7; $75,000.00 on 

Thursday, July 7 

   
13. An employer with a monthly depositor status runs a supplemental payroll with wages 

paid on Tuesday September 13.  The tax liability from the supplemental run is 
$345,000.00.  What is the MINIMUM amount of the tax deposit and when is it due?   

a) $338,100.00 due on October 15  
b) $345,000.00 due on October 15  
c) $338,100.00 due on September 14  
d) $345,000.00 due on September 14  

   
14. An employee relocated 250 miles on behalf of the employer.  The employer paid a 

moving company to move the employee’s belongings from the employee’s old location to 
the new location.  How is the value of the move of household goods reported on Form 
W-2?  

a) Reported in boxes 1, 3 and 5 only  
b) Reported in box 12, code P only 
c) Reported in box 14 only 
d) Not reported  

   
15. In addition to regular wages, an employee has the following transactions during the year: 

taxable third party sick pay, health care reimbursement account contributions, adoption 
reimbursement and contributions to charitable organizations.  Which of the following 
boxes MUST be populated on the employee’s Form W-2?  

a) Box 10  
b) Box 12, code J  
c) Box 12, code T   
d) Box 14  
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16. Distributions from a non-qualified deferred compensation plan should be reported on 
Form W-2 in:  

a) Box 1 only  
b) Box 1 and box 11 only  
c) Boxes 1, 3 and 5 only  
d) Boxes 1, 3, 5 and 11 only   

  
17. An employee had the following payroll entries and amounts during the year: 

• 403(b) deferrals: $8,000.00 
• Roth contributions under 403(b) plan: $3,000.00 
• Dependent care reimbursement account: $2,000.00 
• Deferrals under 409A nonqualified deferred compensation plan: $20,000.00 

Which of the following box and amount combinations is correct? 
a) $2,000.00 in box 9 
b) $3,000.00 in box 12 code BB  
c) $8,000.00 in box 12 code F 
d) $20,000.00 in box 12 code Z 

  
18. During 2013, an employee is paid salary in the amount of $125,000.00.  In addition, the 

employee contributes $10,000.00 to the company’s 401(k) plan and contributes 
$3,000.00 to §129 dependent care assistance program during the year.  Calculate the 
withholdings that are in boxes 4 and 6.  

a) Box 4 is $5,124.00 and box 6 is $1,624.00 
b) Box 4 is $6,944.00 and box 6 is $1,624.00  
c) Box 4 is $7,049.40 and box 6 is $1,769.00 
d) Box 4 is $7,564.00 and box 6 is $1,769.00  

   
19. Contributions to a tax-sheltered annuity by an employee of a public school should 

reported on Form W-2 in: 
a) Box 12 code E only  
b) Boxes 1 and 12 code E only  
c) Boxes 3, 5 and 12 code E only  
d) Boxes 1, 3, 5, and 12 code E only  

  
20. In addition to regular salary, an employee has the following transactions during the year: 

401(k) deferrals in the amount $9,500.00; nontaxable sick pay in the amount of 
$2,500.00; taxable group-term life insurance coverage in the amount of $1,750.00; and 
nonstatutory stock option exercise spread in the amount of $8,000.00.  Which of the 
following amount and box combinations should be reflected on Form W-2?  

a) $1,750.00 in box 12, code D  
b) $2,500.00 in box 12, code S  
c) $8,000.00 in box 12, code V  
d) $9,500.00 in box 12, code F  

   
  
  
 
 
 



8: Depositing and Reporting Withheld Taxes 

 
21. Complete Form 941 and Schedule B using the quarter-to-date information below.  

Assume no employees are near or have met the social security wage limit. 
 

Two weeks ending 4/7/2013 4/21/2013 5/5/2013 5/19/2013 6/2/2013 6/16/2013 

Payday April 12 April 26 May 10 May 24 June 7 June 21 

       

Employee count: 850  845  830  875  940  882  

       

Earnings:       

Regular 800,000.00  805,200.00  750,000.00  850,000.00  725,000.00  803,000.00  

Overtime 125,000.00  97,000.00  25,000.00  45,000.00  10,000.00  104,000.00  

Shift differential 47,000.00  46,300.00  40,000.00  30,000.00  15,000.00  27,800.00  

Undergrad tuition 2,000.00           -   10,000.00  3,000.00  2,000.00  -   

Bonuses -   -   -   -   1,650,000.00  -   

Paid time off 80,000.00  70,000.00  65,000.00  50,000.00  45,000.00  27,500.00  

Total Gross 1,054,000.00  1,018,500.00  890,000.00  978,000.00  2,447,000.00  962,300.00  

       

Deductions:       

401(k) 45,000.00  40,000.00  42,500.00  52,000.00  400,000.00  46,000.00  

Sect 125 Medical 11,200.00  11,350.00  11,300.00  12,750.00  12,500.00  11,800.00  

Sect 125 Dental 8,700.00  8,850.00  8,600.00  9,100.00  8,900.00  8,875.00  

Charity ded's 5,600.00  6,000.00  5,800.00  6,300.00  6,500.00  6,000.00  

Total Deductions 70,500.00  66,200.00  68,200.00  80,150.00  427,900.00  72,675.00  

       

Taxes wtihheld:       

Federal income tax 242,420.00  181,000.00  178,000.00  185,820.00  500,000.00  193,000.00  

Social security tax 63,990.20  61,894.60  53,326.20  59,095.30  150,263.20  58,380.75  

Medicare tax 14,965.45  14,475.35  12,471.45  13,820.68  35,142.20  13,653.56  

Total Taxes 321,375.65  257,369.95  243,797.65  258,735.98  685,405.40  265,034.31  

       

Tax deposits:       

Amount 400,331.30 333,739.90 310,595.30 331,651.95 862,314.75 337,068.63 

Date 4/15/2013 4/29/213 5/13/2013 5/28/2013 6/10/13 6/24/2013 
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