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                                                  Client Job Aid


Exempting Employees From Withholding in the Payroll System
The purpose of this document is to provide the steps to exempt an employee from withholding in the ProBusiness® Payroll system.
Note:  Few employees are exempt from withholding.  If you exempt an employee from a tax which he or she is liable, your company is subject to tax penalties and interest charges from taxing authorities, as well as processing charges from ADP for amended tax returns.  ADP does not assume liability for incorrect tax exemption entries.

	
	Activity Description

	1
	From the Company Menu, select Employee Master.

	2
	Select the employee you would like to exempt from withholding and double click or press enter.  Page one of the Employee Master window opens.

	3
	The fields used to determine an employee’s taxation appear next to the Exempt from on the bottom of the screen as shown below:
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	4
	Valid values and descriptions for the Exempt from fields are as follows:
· FIT
· N: No, the employee is NOT exempt from FIT withholding. The employee is subject to FIT, and earnings will be added to taxable wages on federal tax reporting forms. This is the default value for this field.

· A: Use the flat dollar amount or percentage in the Additional Federal Withholding Amount field.

· Y: Yes, the employee is exempt from FIT, but exempt earnings will be added to taxable wages on federal tax reporting forms.  (Forms: W-2, 941)

· X: Exempt. The employee is exempt from FIT, and exempt earnings will NOT be added to taxable wages on federal tax reporting forms.

Note:  If you enter Y or X into this field to exempt an employee from the FIT tax, the Payroll Register prints "Ex" in the tax status fields for the employee, and the check prints "Fed Exempt". 
· SIT
· N: No, the employee is NOT exempt from withholding. The employee is subject to the tax, and earnings will be added to taxable wages on state tax reporting forms. This is the default value for this field.

· A: Additional Withholding. Use the flat dollar amount or percentage in the State Additional Withholding Amount field.

· Y: Yes, the employee is exempt from the tax, but exempt earnings will be added to taxable wages on state tax reporting forms.

· X: Exempt. The employee is exempt from the tax, and exempt earnings will NOT be added to taxable wages on state tax reporting forms.

Note:  If you enter Y or X into this field, the Payroll Register will print "Ex" in the tax status fields for the employee, and the check prints "Fed/State/Local Exempt".
· FICA/FMED

· N: No, the employee is not exempt from FICA. The employee is subject to the FICA tax.  This is the default value for this field.

· X: Yes, the employee is exempt from FICA.

· FUTA

· N: No, the employee is NOT exempt from FUTA.  The employee is subject to the FUTA tax and earnings will be added to taxable wages on federal unemployment tax forms.  This is the default value for this field.

· X: Yes, the employee is exempt from FUTA, and the employee's wages will not be reported on the federal unemployment tax forms.

· SUTA

· N: No, the employee is NOT exempt from the SUI tax.  The employee is subject to SUI and his/her wages will be reported on state unemployment tax forms. This is the default value for this field.

· X: Yes, the employee is exempt from SUI, and earnings will not be reported on state unemployment tax forms.

· SDI

· N: No, the employee is not exempt from SDI. The employee is subject to SDI. This is the default value for this field.

· X: Yes, the employee is exempt from SDI. Enter Y if your company has state-approved insurance coverage under a private disability insurance plan, making all its employees exempt from SDI.

· V: VDI (Voluntary Disability Insurance).  The employee has elected VDI. Enter V if your company has state-approved insurance coverage under a private disability insurance plan, and the employee has elected voluntary disability insurance.  The system can automatically calculate the VDI assessment fee on taxable wages required by the EDD. Be sure the client company is set up in Company Tax Codes with a rate for this fee as well as the VDI code.

· B: Both. The employee has elected both SDI and VDI.

Note:  If an employee is set up with a ‘V’ and there is no VDI code set up in the Company Master, the system will not withhold any SDI or VDI  for this employee and the employee will be under withheld.
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