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Aspire HR

m The largest SAP partner focused exclusively on the unique needs of
the HR marketplace.

m Over 10 years of experience working with an impressive roster of
clients and known for combining cost-effective SAP HR
implementations, an innovative approach to HCM technology, and
excellent customer service.

m Industry leader with packaged software solutions, LaunchPLAN
project management system, and the Dallas Delivery Center of
Excellence (DDCE) .

m Partner with Sovren, E-Quest, and VitalSpring Technology to provide
a wide range of technology solutions.

m Headquartered in Plano, Texas and global in scope with offices in
London, Dubal, and Melbourne.
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Award Winning and Certified SAP Partner

Rated highest in customer satisfaction over the last five years.

“Best in Client Satisfaction”
among HR integrators.

= SERVICES"
Award Winner
Nominated for Pinnacle Award for SAP Partner w
. . . Certified
Our track record for SAP implementations carries many SAP Integration

unique distinctions:
s Recognized for broad & deep SAP HR knowledge
m Largest number of on-time and on-budget projects SOFTWARE

m Responsible for largest and most complex HR
implementations

m Market leader in next generation SAP HCM implementations
(E-Recruiting, E-Learning, Adobe Forms, Duet)

m #1 Company for Peoplesoft to SAP Conversions D t
m Recognized leadership team ue
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Expectations

m What you should NOT expect:

m This webinar will be all there is to know about US Payroll Tax
configuration.

m | will cover every configuration option or piece of functionality.
m You should be able to configure US taxes at the end of the webinar.

m What you should expect:

m An overview and understanding of how the US Payroll Tax calculation is
designed in SAP.

m An understanding of the different elements that make the calculation
work.

m The ability to begin analysis of tax calculation issues
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Payroll Tax Design

m The payroll schema takes
Into account employee
master data, wage type
configuration, and the tax

Tax Factory model.

Tax Results

Payroll Schema = This data is compiled and
o 1| WegoTee then fed to Tax Factory to
\orr Data \M calculate the tax

m The tax data is sent to pay
results
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Employee Master Data: Regular Tax Infotypes

m IT0207 — Residence Tax Area assigns the tax authorities that are relevant to where the
employee lives (e.g. School Tax). The lowest relevant level should be selected and all
superior authorities will also be selected including Federal.

m IT0208 — Work Tax Area is an optional* infotype that assigns all tax authorities relevant
to where an employee works (e.g. Occupational Tax). The lowest relevant level should
be selected and all superior authorities will be selected EXCEPT Federal. An
employee can have percentage allocations to multiple areas as long as the total never
exceeds 100%.

m 1T0209 — Unemployment State represents where the employee’s unemployment
contributions will be paid. This is typically the employee’s work state. The employee’s
physical worksite is also located here. The worksite list is determined by Tax
Company and State.

m 1T0210 — W4/WS5 represents the employee’s withholding elections. This is used for
Federal and for the states where permitted.

*Residence Tax Area will be used as work.
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Employee Master Data: Special Tax Infotypes

m ITO161 — IRS Overrides are rare and only used with direct notification from the IRS to
override an employee’s elected withholding.

m 1T0234 — Additional Withholding Info US is used to assign a tax override group (used
to create special calculations and reciprocity overrides) and override
amounts/percentages for deduction.

m 1T0235 — Other Taxes US allows the user to exempt an employee from certain taxes
by tax type (except withholding). This is most common with foreign nationals that are
exempt from Social Security and Medicare.
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Wage Type Configuration: Tax Wage Types Structure

m Tax wage types are named intelligently with a /XYY structure
m /X Describes the nature of the tax wage type

/3XX = Taxable Gross (TG) represents all wages eligible for that tax type
and authority

/6XX = Taxable Base (TB) represents TG less all pretax deductions
[7TXX = Reportable Earnings (RE) represents the TB with limits applied
[4XX = Tax (TX) represents the actual tax

/QXX = Taxable but not taxed (TNTD) represents wages eligible for
taxation but not actually taxed

Many more...

m YY Describes the tax type

01 = Withholding

03 = EE Social Security
04 = ER Social Security
10 = Unemployment
Many more...
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Wage Type Configuration: Important Processing Classes

m Processing Class 68 (Payment type for tax calculation) — This setting
tells BSI what rate type should apply to the wages. For example,
Regular (W4 rate), Supplemental, Vacation, and Gross-up

m Processing Class 69 (Taxable earning or non-taxable contribution) —
This setting allows for special options without creating a new tax
class like TNTD

m Processing Class 71 (Wage Type Tax Classification) — This setting
ties directly into the tax model configuration as the Tax Class
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Tax Models: Overview

m The Tax Model pulls data from multiple sources, maps it to specific values and
then finally results in the determination of the tax combo.

Tax Authority
Model

Tax Authority
number

Infotype
record

Authority
Relevance

Infotype

Res/Work/UI ‘ i

Tax Combo

Based on
feature

Employee
type grouping

Tax Modifier

Processing

Tax Class Class 71

\Wage IType
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Tax Models: Tax Combos

m The Tax Combo determine which tax types apply to a specific wage type for
that person in that specific authority. The tax types in that combination are also
assigned a taxability indicator (taxable, reportable only, or neither).

Tax Type Tax Type Tax Type

Taxability Taxability Taxability
Indicator Indicator Indicator
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BSI TaxFactory:

E Welcome To TaxFactory 8.0
File  iews Help

Overview

Main MMenu

.@ BSI Home Page

m Tax Factory has many useful tools:

Links to the BSI website to
download bulletins and the latest
software

Manage messages generated
through payroll runs

Apply regulatory bulletins (tax
updates)

Determine which tax authorities are
relevant to a person based on their
address

Test sample tax scenarios

Entering custom or experience tax
rates

Read descriptions of exactly how
TaxFactory calculates certain taxes

Create backups/restore
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BSI TaxFactory - Entering Experience Rates

B! Welcome To TaxFactory 8.0
File View Help

i o m Companies option lets you
T ol setup your Tax Companies in
= Modeling BSI
Companies 1
: " m Unemployment Overrides let
Ilnempl wyment Overrides I

you add in your company’s Ul
experience rates
m Company experience rates must

be mirrored in SAP table
BTXRATE (v_BTXRATE)

Q Optional Rates Overrides
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BSI TaxFactory — Ul Experience Rates

|ll TaxFactory 8.0 - TaxFactory Unemployment Overrides - [Rate(s) for SFCO]

1!_!_! File Wiew ‘Window Help
_BIOE
Rate Details

dggTest Company

AR Ctart | 01/01/2008 j
Auatharity M ame | F ate | "' age [I 3’& Mew...
ARKANSAS 3.700000 000 | | Authoity T - TEXAS (00430000)

CALIFORMIA 0.062000 0.00 g’ Edi. |
COLORADO 0.025200 0.00 Taw Type 010 - EMPLOYER UMEMPLOYMENT T B

DEL&WARE 0.003000 0.00 w0 DE|EtE___|
FEDERAL 0.008000 0.00 '

Formula |01 - EMPLOYER UMEMPLOYMENT FORMLULA, E
FLORIDA 0.001200 0.00 .
ID&HD 0.044500 0.00 & Pin.. |
ILLINDIS 0.082000 0.00 E./21/2009 v - | 0.0029 _
End E Rat .

MINNESOITA, 0107000 oo | | " | | Exprience Rae cory_|
MISSOLRI 0.023400 noof S

ME'W MEXICO 0.000300 0.00 EEoun | B2 Faste
NE'w YORK 0.070000 0.00

OREGON 0.040000 0.00 b amimnuim ' age [BS1 Maintained | 9000.00 BX Close |
PEMMEYLWAMIA 0.000700 0.00 -

EEESESSEE ggg;ggg ggg Override baximum ' age I a

WASHINGTON 0.031300 0.00

WISCOMSIN 0.002500 0.00 v K X Cancel |

* I I | I—

Ready MUM
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BSI TaxFactory: Important Notes

m TaxFactory is a separate system on a separate database from a separate
vendor!

m Due to the fact that TaxFactory and BSI are separate, there is some
redundant data entry and occasional connection failures.

m \When connection failures occur:

m Rerun the employee again. Many times the connection failures are only
temporary especially on global networks.

m Run program RPUBTCUO to test the connection (see OSS note 215728).
m Ask the basis team to recheck the RFC connection (transaction SM59).
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Researching Errors

m Where do | start? It depends on what is wrong...
m Tax bases (/3s, /6s, and /7s) are correct but the tax amounts (/4s)
are wrong.

m Employee Master Data like IT0O207, IT0208, 1T0209, IT0210, IT0234,
ITO235, etc

m Check Wage Type processing class 68 for tax rate (W4 or
supplemental

m Tax bases are incorrect.

m Check wage type processing class 71 and confirm the associated tax
model is correct

m Still not sure or something else?
m Review the payroll log and payroll results
m Check the tax factory message log
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Researching Errors: Payroll Log

m US payroll taxes are calculated in
the SAP standard subschema o Grose oot on an tax ocseting |
UTXO. o e W 7 k-G et Gheb @)

0 Processing further deductions/payments

m Numerous options are set in the o prnur e van

0 Calculate part time factors + gross
0 Saving tahles for iteration

schema and can influence the [ Uroes Begin of iteration
calculation. T

m Function USTAX displays the [ of tetcunate tevee

M —CGa UMOD  UMOT GEW NOAB Det i difi T us t
details of the call to TaxFactory and e acTro wuI 15 URENEIGSE JFSUpeEs. TETEERaE
——IF SPRM IT special run, don't accum hasic hours
- - —E ELSE Else, not special run
can be useful in resolving = ot
—CE PRT  UWHZ P86 Determine actual work hours
—a PRT Z5N9 dd /But to 3999
problems. e Eer an
——UPALRT CUR  NA Override parameters for current payment

——UPLR1 DIF 1 22 B Qyscride parapeters for retro difference

O AUR 1 Tax authority override heTore Qore
C e UsTax 1 3 1 Call tax calculation routine
LR 2 Tax authority o i

8 UTPRI Process tax priority

—E U0TXE Freeze the taxes for retro across year
—m PIT u Accumulate unemployment bonus wages
——IF IT special run don't calc. time units
—E ELSE ELSE, not special run

———ENDIF

Function USTAX
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Researching Errors: Payroll Log

m Actual script sent to BSI BST interface

TaxFactory ATC ET: 4
IPC EC: DABAB126 EN: " Brian May " GC: "MFIA" GG "EG9”
EPC PP 52  CD: 01-02-2088 PT: REG
YP: @ PH: 168 00

. G- @
m Includes: ED: 12-83-1355 RS: NY
: : RG: 1
m General personal information BE To EED (B B EEC O
. HUD TT: @1 FN: 1 PW: 171.08 M5 @1 NE: @0 PI: 1
m Tax Authority ADD TE: O RN: 0 FW: 1.00
SDC SM: 9 BW: 18000
m Tax Type ADC TG: FED WR: @ RP: @
. HUD TT: B3 FN: 1 PW: 180 .00 MS: @1 NE: @0 PI: @
m Period Wages ADD TE: O RN: @ FW: 1.@0
SDC SM: 9 BW: 18000
m Hours 8DC TC: FED NR: @ RP: 0
HUD TT: @4 FN: 1 PW: 180,00 M5 @1 NE: 08 PI: 0
m YTD Wages ADD TE: O RN: @ FW: 1.00
SDC SM: 9 BW: 18000
m Non-exempt amounts ADC TC: FED NR: @ RP: @
HUD TT: ©5 FN: 1 PW: 180,08 M5 @1 NE: 8@ PI: @
m Much More! 400 TE: @ RN: @ PW: 1.08

SDC SM: 9 BW: 120.80

ADC TC: FED WR: @ RP: @

HUDv TT: O FM: 1 PW: 186.00 M5: 01 NE: OO PI: O
0D TE: O RM: @ PW: 1.00

sDC SM: 9 BW: 180.00
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Researching Errors: Payroll Log

m Easy to read view of the results of the tax calculation

m Payroll Log could include multiple sections like this
m Regular
m Supplemental
m Gross-up
m Cumulative
Tax result for payment type Regular payment

Regular income taxes

Tax authority FED Federal MFIQ

Tax Category Tax.inc Tax-free Inc.Declare Tax.earning Tax
01 Withholding Tax (REG] 18000 960 171 .00 171 .60 12,00
B3 Employee Social Security Tax (REG] 180,00 [, og 180,00 180,00 11.16
B4 Employer Social Security Tax (REG] 180.00 [, og 180.00 180,00 11.16
05 Employee Medicare Tax (REG) 18000 e 18000 18000 2 A1
06 Employer Medicare Tax (REG) 18000 e 18000 18000 2 A1
10 Emplover Unemployment Tax (REG) 180 .80 9. [ 171 .88 171 .00 1.37
Tax authority NY New York MFIQ

Tax Category Tax.inc Tax-free Inc.Declare Tax.earning Tax
21 Withholding Tax (REG] 180,00 900 171 .00 171 .00 1.47
10 Employer Unemployment Tax (REG] 180.00 9.00 171.00 171.00 16.25
14 Er Re-emplmt Placemt Tx (REG) 18000 900 171 .00 171 .00 B.13
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Helpful Tools: Employee Tax Examiner

m Easy to read view of summary of employee tax data
m Provides a quick view of potential issues prior to the payroll run.

ERP Solutions Employee Tax Examiner ®

Rundate: 08-12-2008
System: RD1/234

"Pers. Mo.|Mame 55N EG |ESG |PA PSA PArea|ITG  |IT207)ITZ08|IT209{IT210| All. %|FED ENST ENFED Ex| 5T Ex| Count|Messade
41 EASTWOOD, CLINT 384273789 10 |SF01  NOOO (5B |CA CA (CA |CA |CA 100000 1 |Optional Infotype 210 VW4nS STATE found
44 NICHOLSON, JACK 3Tr323TTT 10 |(SFOO  |MNOOD (5B W W W W vl 100.00 Optional Infotype 210 W4hiE STATE found
45 FREEMAN, MORGAN 363423754 10 |SFOO |NOOD |SB AR AR |AR AR (AR 100.00 Optional Infotype 210 W4A%S STATE found
47 BACALL, LAUREN 314773672 10 |SFOO WOooo (5B DE DE |DE DE | 100.00 Infotype 209 Unemployment State missing
BACALL, LAUREN 314773672 10 |5F00 MOOOD (5B DE DE |DE DE | 100.00 Optional Infotype 210 W4nS STATE found
49 PFEIFFER, MICHELLE 307823660 10 |SFO1  |NO0OO (5B MY (MY |RY WY (NY 100.00 Optional Infotype 210 W4hiE STATE found

a0 |PITT, BRAD 3056244824
PITT, BRAD 305244824
PITT, BRAD 305244824

10 |SFOO |NOOO (5B Wl W1 |NY W (NY 100,00
10 |SFOO NOOD (5B W W1 R W NY 100,00
10 |SF00  NOOO  |SB W Wl N Wl (MY 100000
PITT, BRAD 305244824 10 |SFOO |WNOOO (5B W W1 (MY W NY 100.00
FITT, BRAD 3056244824 10 |SFOO |NOOO (5B Wl W1 |NY W (NY 100,00

1
1
1
1
1
1
1 Optional Infotype 210 W4nys STATE found
1

1

1

1

72 FREEWMAM, MORGAN 499999599 1 10 SFO1 MOOO 5B MY MY (MY WY WY 100.00

1

1

1

1

1

1

1

1

1

1

1

1

Resident Tax State does nat mateh YWoark Tax S
Warning - Multiple Infotype 208 WWork Area founc
Warning - Multiple Infotype 210WW4MYE STATE fi
Wark Tax State does not match Unemployment
Optional Infotype 210 WS STATE faund
Warning - Multiple Infotype 210%WW40YS STATE R
Work Tax State does not match W4nW5 State
Mo Tax Infotypes exist

Mo Tax Infotypes exist

Resident Tax State does not match Work Tax 51
Work Tax State does not match W4nW5 State
Optional Infotype 210 W4hws STATE found

Mo Tax Infotypes exist

Work Tax State does not match W4nWs State
Optional Infotype 210 W4nys STATE found
Optional Infotype 210 W4hws STATE found
Qptional Infotype 210 W4nS STATE found

FREEMAN, MORGARN 339999999 10 |SF01  NOOO  |SB (MY Ny (MNY|RY (MY 100000
FREEMAMN, MORGAN 399993999 10 |SFO1  |NOOD (5B MY (MY |NY WY (NY 100.00
73 |LAURIE, HUGH 2232232372 10 |SFO1  |MO0D  |SB n.oo
74 COWELL, SIMON 333333333 10 |SFO1T  WNOOD  |SB 0.oo
80 BARKER, BOB 399999876 01 |SFOO |NOOO |SB (MY (MY W W (NY 100,00
BARKER, BOB 399999876 01 SFOO |NOOD (5B MY MY W W NY 100.00
85 FREHLEY, ACE 116116116 10 |SFOT  |NOOD (5B (MNY (MY MY NY |NY 100.00
86 HEALY, HEATH 308281877 10 |SFO8  MNO0D |SB 0.oo
87 |ADAMS, SAMUEL 395999999 10 |SF22 |NOOOD |5B  |CA (CA |CA  (CA Wi 100.00
89 ICECUBE, SAL 346667744 10 |SFO1  |NWO0O0 (5B MY (MY MY MY (NY 100.00
96 MARIOM, CORF BTE443322 10 |SFOT  |NOOD (5B (MNY (MY MY NY |NY 100.00
97 TRUEGROQSS, TEST 9376EZE9Y 10 [SF01  NOOO (5B (MY NYINY WY MY 100000

alalal a2 sl alal s s al sl a s s s s s e s
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Helpful Tools: Payroll Tax Examiner

m Easy to read view of the tax configuration (tax model combined with wage type).
m Provides a quick view of the taxability by wage type to easily spot problems.
m Also provides a great requirements gathering tool for support analysts.

ERP Solutions Tax Examiner

Rundate: 08-12-2008
Legend: T=Taxable, P=Pretax; Q=Tax not Taken

WT T Test |rcas |Pcas rcTi | Tamad R [T TiTy | Deseription | califomial Federal | Idaho| Mew York Washingtan| wisconsin
1002 Bi-Weekly Salary  Regular payment Taxahle earning Regularwages 11 ] 1 Withholding Tax T T T T T
2 Earned Incame Credit Payment
3 Employee Social Security Tax
4
]

Employer Social Security Tax
Employee Medicare Tax
A Emplover Medicare Tax
L 10 Employer Unemployment Tax T
14 ErRe-emplmt Placemt Tx T
16 Employment Training Tax T
18 EmploverWarkforce Devimt Tx
32 Employer Accident Fund Tax
33 Employer Medical Aid Fund Tax
34 Employer Suplmtal Pension Tx
40 Employee Warker Compensation Tax
41 Employee Disability Tax T
42 Employee Suplmtal Pension Tx
43 Employee Medical Aid Fund Tax T
48 Employee Voluntary Disahbility Tax T
Wy 1 Withhaolding Tax T T T T T

iy e g g =

) ] =

—
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Key Take-Aways

m Proper tax setup is a combination of employee master data, wage type
configuration, tax model configuration, and TaxFactory setup.

m The most important wage type configuration items are processing classes 68,
69, and 71.

m Tax models consist of multiple elements that are combined to determine the
tax combo which, in turn, determine the actual tax types.

m BSI TaxFactory is a separate application and does the actual tax calculation.
m The payroll log is a powerful aid in the resolution of payroll tax problems.

m Aspire HR'’s Tax Examiner reports are critical aids in preventing and solving
tax calculation problems.
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Questions?
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How to Reach Us

m We want to partner with you for success
m For more information , we can be reached at:

m Todd Hall — thall@aspirehr.com
m Jeremy Amos — jamos@aspirehr.com
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