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                                                  Client Job Aid


ProBusiness® Payroll Employee Types
The purpose of this document is to review the employee types available within ProBusiness® Payroll when setting up an employee.  

An employee can be set up as one of seven employee types by utilizing the Employee Type field on page 1 of the Employee Master Detail window:  

Note: You can change the Type field in the Employee Master. For example, an employee could receive both contract and pension earnings. The system will keep separate history for each Type of pay so that quarterly and year-end reports will be accurate. For any given payroll, the employee will be treated as a single Type.

E: Regular employee. Enter E if this is a true employee of your company.  This employee type will receive a Form W-2. The employer will report this employee type’s wages on federal Forms 940 and 941, as well as the appropriate state and local forms. 

C: Independent contractor.  Enter C if the employee is an independent contractor paid through the payroll system and will receive a Form 1099-Misc. The ProBusiness Payroll system will not withhold taxes.  The employer will report this employee type’s wages on federal Form 1099-MISC and appropriate state and local, as well as the Form 945.

Be aware that the IRS and state taxing authorities are extremely vigilant about the overuse of contractor status. They apply stiff eligibility tests to people listed as contractors. If you are not sure whether a person is an employee or a contractor, consult with a labor attorney, your local office of the Federal Fair Labor Standards Board, or your State Labor Commissioner.

K: Backup withholding. Enter K for contractors that require backup withholding.  When using the K type option, the tax exemption flags are editable.  Clients need to remember to exempt (X) the employee from FICA/FMED, FUTA, SUTA, and SDI.  FIT, SIT and local (if applicable) should be set to an A (additional withholding only).  The appropriate tax percentage should be set up in the additional withholding section.  The wages/taxes will be reported on federal Form 1099-MISC, as well as the Form 945.

A: Agricultural employee.  Enter A if the employee is an agricultural employee.  This employee type will receive a Form W-2. The employer will report this employee type’s wages on federal Forms 940 and 943, as well as the appropriate state and local forms. 

F: Foreign national. Enter F if the employee you hired to work in this country lives in a foreign country.  The Employee type should receive a Form 1042.  However, ADP does not produce form 1042 or provide tax filings for this classification.

X: Expatriate. Enter X if the employee is temporarily working in a foreign country and is paid from that country.  This employee type will receive a Form W-2. The employer will report this employee type’s wages on federal Forms 940 and 941, as well as the appropriate state and local forms. 

R: 1099R employee. Enter R if the employee is a retiree paid through the payroll system and will receive a Form 1099-R.   The ProBusiness Payroll system will not withhold taxes.  The employer will report this employee type’s wages on federal Form 1099-R and appropriate state and local, as well as the Form 945.

P: Pensioner. Enter P if the employee is receiving pension distributions through the company payroll and  requires issuance of a 1099-R. The ProBusiness Payroll system will not withhold taxes.  The employer will report this employee type’s wages on federal Form 1099-R and appropriate state and local, as well as the Form 945.
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