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Common Financial Management Services Acronyms

Acronyms that are commonly used in Financial Management Services are listed below. The explanations of the terms provided are not
intended to be exhaustive definitions. Rather, especially pertinent information is provided for each acronym as it relates to participant
directed Financial Management Services. For each of these acronyms and explanations, additional information may be relevant for a
particular situation or model of Financial Management Services.

Acronym Definition Explanation

AwC Agency with Choice An Agency with Choice is a model of Financial Management Services wherein the Agency with Choice
provides services under a co-employment arrangement with participants. In the Agency with Choice model
the agency is the common law employer and the participant is a managing employer of workers who serve
the participant. Practically, this means that a participant may identify a worker for hire, refer that worker
to an Agency with Choice, the Agency with Choice hires the worker and worker provides services to the
participant. The participant manages the worker’s duties and schedule. The Agency with Choice pays the
worker and manages payroll and human resources duties.

DOL Department of Labor The Department of Labor administers a variety of Federal labor laws including those that guarantee
workers’ rights to safe and healthful working conditions; a minimum hourly wage and overtime pay;
freedom from employment discrimination; unemployment insurance; and other income support.

F/EA Fiscal/Employer Agent A Fiscal/Employer Agent setves as an employer agent on behalf of patticipants enrolled in public
progtams under Section 3504 of the Internal Revenue Code. A Fiscal/Employer Agent may be a
government entity, a private non-profit or for-profit entity that has been contracted to serve public
program entolled participants who are common law employers of household employees. While participants
served by a Fiscal/Employer Agent must be enrolled in a public program, the funds used to pay the
participants’ employees and employment taxes may be public ot private or a combination of public and
private funds.

FEIN (or EIN) Federal Employer A Federal Employer Identification Number is used by the IRS to identify employers in the United States.
Identification Number IRS Form SS-4, Application for Employer Identification Number, is completed and submitted to the IRS to
obtain an FEIN. In most cases, participant employers must have Federal Employer Identification
Numbers.
FI Fiscal Intermediary A Fiscal Intermediary is an entity that provides third and fourth party financial services between recipients

and providers of a benefit. This term has been used to describe Fiscal/Employer Agents, but mote often
refers to Medicaid claims payers and administrators of Medicaid Management Information Systems. Due
to possible confusion with other third and fourth party payers, “Fiscal Intermediary” generally should no
longer be used to mean Fiscal/Employer Agent.

FICA Federal Insurance The Federal Insurance Contributions Act tax is a United States payroll (or employment) tax imposed by the
Contributions Act federal government on both employees and employers to fund Social Security and Medicare. Both
employees and employers pay an equal share of Social Security and Medicare taxes. These taxes are
required to be paid by Agencies with Choice and Fiscal/Employer Agents who represent patticipant
employers. In some cases, a participant employer may be exempt from paying FICA on wages paid to
certain family members (see Family Employees section of IRS Publication 15, Circular E).
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Acronym

FLSA

FMS

FUTA

FWT

HHCSR

IRC

Definition

Fair Labor Standards Act

Financial Management
Services

Federal Unemployment Tax
Act

Federal Withholding Tax

Home Health Care Service
Recipient

Internal Revenue Code

Explanation

The FLSA establishes minimum wage, overtime pay, recordkeeping, and youth employment standards.
Covered nonexempt workers are entitled to a minimum wage of not less than $7.25 per hour effective July
24, 2009. Overtime pay at a rate not less than one and one-half times the regular rate of pay is required
after 40 hours of work in a workweek. The Fair Labor Standards Act also establishes the “Companionship
Exemption” by which workers who are classified as companions of certain employers can be exempt from
certain Fair Labor Standards Act requirements. Prior to paying workers in accordance with the
“Companionship Exemption” the employetr/employee situation and work duties should be carefully
reviewed.

Financial Management Setvices is the general term applied to a service/function that assists a patticipant-
directing family or participant to: (a) manage and direct the distribution of funds contained in the
participant-directed budget; (b) facilitate the employment of staff by the family or participant by performing
as the participant’s agent such employer responsibilities as processing payroll, withholding and filing
federal, state, and local taxes, and making tax payments to appropriate tax authorities; and (c) performing
fiscal accounting and making expenditure repotts to the participant and/or family and state authorities.
Both Agency with Choice and Fiscal/Employer Agent are models of Financial Management Setvices.

The Federal Unemployment Tax Act (or FUTA, 26 U.S.C. ch.23) is a United States federal law that
imposes a federal employer tax used to fund state workforce agencies. This tax is usually required to be
paid by or on behalf of participant employers; however, wages paid to certain family members of an
employer are exempt from FUTA (see Family Employees section of IRS Publication 15, Circular E). FUTA
is reported by filing an annual IRS Form 940 with the Internal Revenue Service. Depending on the amount

of FUTA liability, payment installments may be required during a tax year or with a timely filed IRS Form
940.

This is an individual’s Federal Income Tax that is withheld from wages by an employer. The employer
deposits withheld Federal Income Tax with the IRS as a pre-payment of the Federal Income Tax that the
individual employee owes. Participant employers (household employers) and Fiscal/Employer Agents that
represent participant employers are not required to withhold Federal Income Tax from a participant’s
wotket’s wages; howevet, many participant ditrection program administrations require Fiscal/Employetr
Agents to withhold this tax as a service to the workers.

HHCSR is a term used by the IRS to describe participant directing employers.

The Internal Revenue Code (more formally, the Internal Revenue Code of 1986, as amended) is the main
body of domestic statutory tax law of the United States organized topically, including laws covering the
income tax, payroll taxes, gift taxes, estate taxes and statutory excise taxes. The Internal Revenue Code is
published as Title 26 of the United States Code (USC), and is also known as the internal revenue title. Its
governing authority is the Internal Revenue Service.
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Acronym
1SO

SUI

SUTA

SWT

Definition

Intermediary Service
Organization

State Unemployment
Insurance

State Unemployment Tax

State Withholding Tax

Explanation

This term has been used to describe a Financial Management Service provider who could be a
Fiscal/Employer Agent ot Fiscal Conduit. ISOs may perform one ot mote of the following tasks to
support participants: provide training on worker management issues; assist patticipants with managing their
workers; assist with paperwork required when participants use vouchers or cash to pay their workers (such
as filling out time sheets, completing tax forms, and paying employer taxes). In general, this term should
no longer be used.

Benefits disbursed from a state’s Unemployment Insurance Fund and financed in whole or in part by a tax
imposed by a state and paid by employers. The terms “State Unemployment Tax” (below) and “State
Unemployment Insurance” are sometimes used interchangeably.

A tax imposed by a state and paid by employers, which finances benefits disbursed from the state’s
Unemployment Insurance Fund. State Unemployment Tax must usually be paid on wages paid to workers
who provide services to patticipants whether they ate paid by an Agency with Choice, Fiscal/Employer
Agent or other mechanism. By paying State Unemployment Tax, an employer qualifies to pay a reduced
FUTA tax rate of .8% instead of 6.2%. Depending on a state’s specific rules, wages paid to certain family
members of employers may be exempt from State Unemployment Tax.

This is a worket’s State Income Tax that is withheld from wages by an employer. Agencies with Choice
and Fiscal/Employer Agents that represent patticipant employets are often requited to withhold State
Income Tax from workers’ wages and deposit such taxes with the applicable state tax agency.



Models of Financial Management Services in Participant Direction

Financial Management Services are a Participant-Directed Support
Financial Management Services (FMS) are a participant-directed support; they assist program participants to use participant-directed
services.

FMS is commonly provided via one of the following FMS models (also see chart on page 3):

Fiscal/Employer Agent (F/EA):

With an F/EA model, the progtam participant or representative is the common law employer of workers hired, trained and managed by the
participant/representative. The F/EA setves as the participant employet’s employer agent. The F/EA pays workers and vendors on the participant’s behalf
and, using a separate Federal Employer Identification Number (FEIN) for the purpose of serving as an F/EA, the F/EA withholds, calculates, deposits and
files withheld Federal Income Tax and both employer and employee Social Security and Medicare Taxes and employer Federal Unemployment Tax. The
F/EA is jointly liable with the participant for any unfulfilled tax obligations for the above mentioned taxes. The F/EA usually files and deposits the
participant employer’s state employment taxes.

The Fiscal/Employet Agent model can be separated into two sub-models, each of which is subject to specific IRS Revenue Procedutes as of November 1,
2009. The sub-models of the F/EA model are the Government F/EA and Vendor F/ EA models.

Government F/EA

An F/EA operating per the Government F/EA model must be a Federal, state ot local government entity. The Government F/EA obtains a separate FEIN
to serve as an employer agent of participant employers. The Government F/EA petforms the standard F/EA duties, but the Government F/EA can also
file and deposit Federal Unemployment Tax Act (FUTA) taxes in aggregate on behalf of all participant employers represented using a separate FEIN for that
putrpose. Depending on State requitements, employets represented by a Government F/EA may not need to obtain individual FEINs. Per IRS Notice 2003-
70, a Government F/EA can designate Fiscal/Employer Agent duties to a sub-agent who represents the Government F/EA as an employer agent. 'The sub-
agent can be a contracted vendor and will take on joint and severable liability for employment taxes with the Government F/EA. The Government F/EA
can also designate certain payroll duties to a reporting agent. The reporting agent may perform certain payroll duties, they will not take on joint liability for
employment taxes with the Government F/EA.

Government F/EAs are subject to IRS Revenue Procedures 80-4 and as modified by IRS Proposed Notice 2003-70.

Vendor F/EA

An F/EA operating per the Vendor F/EA model must not be a government entity, but can be a for-profit ot non-profit otganization. The Vendor F/EA
petforms the standard F/EA dutes, but as of November 2009, the Vendor F/EA can file and deposit FUTA taxes in aggregate on behalf of all participant
employers tepresented using a sepatate FEIN for that putpose pet verbal guidance provided by IRS staff at the December 5, 2005 F/EA Conference and
Wotkshop. Itis believed that the IRS is in the process of developing formal guidance that directs Vendor F/EAs to file and deposit FUTA in the aggregate
using the Vendor F/EA’s separate FEIN. Participant employers represented by a Vendor F/EA must always obtain an FEIN to be used to designate the
Vendor F/EA as the agent of employer using IRS Form 2678, Employer Appointment of Agent, under Section 3504 of the Internal Revenue Code. A Vendor F/EA
can designate certain wage payment and tax withholding, depositing and filing duties to a reporting agent, but the reporting agent will not incur liability for
any unfulfilled Federal tax obligations.



Vendor F/EAs ate subject to IRS Revenue Procedure 70-6.

® Agency with Choice (AwC):
With an AwC model, an agency is the primary employer of workers who provide service to the participant. The program participant or representative serves
as the "managing employet” of workers and in that role refers workers to the AwC for hire, participates in training, sets terms and conditions of work,
supervises worker activities and discharges the worker from the work site, which is usually the participant’s home. The agency may provide supportive
services to workers or participants and the agency manages all payroll, tax, insurance responsibilities.

® Fiscal Conduit:
With a Fiscal Conduit model, a government entity or vendor disburses public funds via cash or vouchers to participants or representatives. If the participant
chooses to directly hire workers and serve as their common law employer, the participant is responsible for managing all payroll-related duties, including
paying wages, tax withholding, calculating, depositing and filing and for doing so in compliance with Federal, State and Local tax, wage and hour rules and
regulations. If the participant uses agency or vendor services, the participant is responsible for making payments to the agency or vendor.

Characteristics of Common FMS Models

EIN Requited in Specific IRS Guidance in Addition to
. . Participant/ Internal Revenue Code, Regulations
1 H
FMS Model Operating Entity Employer of Worker Representative’s and IRS Publication Circular E
Name!?
Government F/EA State or Local Participant or Not always. Depends on IRC Section 3504, Rev. Proc. 80-4 as
v Government Entity Representative state requirements. modified by Notice 2003-70
Vendor F/EA Vendor Participant or Yes IRC Scction 3504, Rev. Proc. 70-6
Representative
Agency with Choice Agency Agency No No
Fiscal Conduit State/Tocal Government Participant or Yes IRC Section 3510 (Household
Entity or Vendor Representative Employment Taxes), Notice 95-18

L If participant is directly hiring or referring a worker for hire (employer authority). This does not apply if the participant is only purchasing vendor, agency or
independent contractor services.



Cost of Financial Management Services: Case Studies

Financial Management Service Entities can Provide a Broad Range of Services
Financial Management Services (FMS) are a participant-directed support; they assist program participants to use participant-directed services.

FMS tefers to entities that setve as a Fiscal/Employer Agent (F/EA), Agency with Choice ot Fiscal Conduit in participant direction programs (see section titled
“Financial Management Services in Participant Direction: What are the Different Models?” for descriptions of the FMS models).

FMS can include a broad range of services and therefore a broad range of costs. FMS can range in cost from about $40 per participant per month to upwards of $175
per participant per month.

Many Factors Influence the Cost of Financial Management Services
Many factors, including the services provided by a FMS entity, impact the cost of FMS. Some factors that commonly influence the cost of FMS include:

® FMS model: F/EA, Agency with Choice or Fiscal Conduit ®  Complexity of payment rules enforced by FMS entity
O The FMS entity’s responsibilities in the Fiscal Conduit ®  Working capital requirements; does the FMS entity advance funds to
model are generally fewer than with F/EA or Agency with pay participants’ workers and vendors?

Choice, so fees charged by FMS entity’s for this model are
usually lower. The trade-off is that the participant performs
duties that would normally be handled by an F/EA or AwC.

® DProcess to exchange data with the FMS entity, including patticipant,
wotker, vendor and spending plan information

This model is significant work for a participant and can ® Requirements for FMS entity physical presence in the planned service
make fiscal accountability more difficult to monitor area(s)
®  Volume and type of Customer Service provided by FMS entity to ® The role of the FMS entity in supporting the participant to become
program stakeholders an employer
® Degree of participant budget authority. How flexible is the budget? ® The role of the FMS entity in supporting the participant to identify

®  Size of population served and hire worker

How are Programs Structuring the FMS Payment Methodology and what are they Paying for FMS?

The National Resource Center for Participant-Directed Services (NRCPDS) and The Lewin Group obtained FMS cost data via phone and e-mail from a
variety of participant direction programs, including Medicaid State Plan, Medicaid Home and Community Based Services Waiver, Cash & Counseling and
Nursing Home Diversion Modernization programs.

Just as the range of services provided and responsibilities of a FMS entities varies greatly across programs, so too does the range of costs and cost structures.
The cases provided below provide hypothetical examples created using survey data. While these examples are based on actual programs and FMS, no
programs are described in whole in the cases.



The cases below are provided to exhibit:

®  Various cost structures for reimbursing FMS as implemented by participant direction programs
® How FMS cost might differ across the FMS entity models

® How FMS cost might differ across geographic regions

® How FMS cost might differ across program population sizes

® How economies of scale might impact the cost of FMS

°

How FMS cost might differ depending on the role of the FMS entity as compared to other entities involved in the participant direction program
(e.g. Administrative Entity, Counseling Entity, Case Management Entity)

Case 1— Choice of Many F/EAs

Geographic _ Participants
Region FMS entity Model Fee Start-Up Fee Procurement Process Served tfy FMS
entity
Midwest Vendor F/EA $125 PMPM! None Request for Proposal 100 -150
General

In this program, patticipants can choose from 10 separate Vendor F/EAs. Vendor F/EAs market to participants, advertising their setvices and costs.
Participants pay for FMS from their individual budgets. The Vendor F/EA opetates in accordance with all IRS, State and Local rules and regulations as they
apply to Vendor F/EAs and household employers. The F/EA procutes wotrkers’ compensation policies on patticipants’ behalf using participant individual
budget funds, manages the workers’ compensation policies and responds to any audit requests.

Data Exchange and Payment Rules

Participants can use individual budget funds to pay for workers for whom the participant is the common law employer and also to purchases goods and
services from vendors, agencies and other independent contractors. Participants determine the rate of pay for workers for each service within a range
provided by the state. The F/EA must pay workets and vendors in accordance with 27 payment rules, in addition to ensuring payments are made in
accordance with patticipants’ individual budgets. The F/EA must collect and manage worker credentialing data from the participants and state and ensure
that workers are only paid for services for which they have met credentialing requirements.

Individual budget data is provided to the F/EA by a care management entity on paper. The F/EA enters individual budget information into the F/EA’s
payroll and accounting system. Changes to individual budgets are provided on paper by the care management entity to the F/EA as often as once per week.
The F/EA updates its system accordingly and makes payments on participant’s behalf in accordance with updated budgets.

Customer Service

The F/EA trains the care management entity to suppott participants to complete employer entollment packages, hire wotkers and develop employer skills.
The Case Management entity suppotts patticipants to this end and the F/EA does not have any in-person interaction with patticipants. The F/EA provides
telephone and e-mail assistance primarily to care managers because participants use the case manager as their point of contact, but the F/EA also responds to
inquities from participants, representatives and workers. Common queties of the F/EA regard whether a payment will be made, when it was made and if an
invoice/timesheet was received.

L “PMPM” stands for “Per Member Per Month” and refers to the fee charged per participant per month by the FMS entity.




Reporting

The F/EA provides five standard management reports to the State and Case Management entity monthly. The F/EA sends tepotts outlining budgeted
amounts and spent amounts to participants quartetly.

Reimbursement to the FMS for Payments Made on Participant’s Behalf
The F/EA pays workets and vendors on behalf of participants and submits and invoice for reimbursement to the state within 2 business days of making
payments on behalf of patticipants. The state reimburses the F/EA for all approved expenditures within 14 business days. Approximately 95% of invoices
are reimbursed without additional follow-up requited by the F/EA within 14 days. 4.85% are reimbursed within 30 business days and approximately 0.15%
goes unreimbursed by the state because the F/EA was determined to have made a payment in error. Bi-weekly payroll is usually between $200,000 and
$300,000. The F/EA must have working capital to cover setvice payments made on behalf of participants until reimbursement is received. The required
working capital amount tends to be around $275,000 at all times.

Case 2 — Partnering for Economies of Scale

Geogr'fxphlc FMS entity Model Fee Start-Up Procurement Process Participants S(?rved by
Region Fee FMS entity

South Vendor F/EA $55 PMPM plus $1.00 for each None Contracted with a 200 for this program,

hour of service that the F/EA pays vendor that was already | but the FMS entity also
to a worker who is the common law providing service for serves another program

employee of the participant. another program in the in the state. The FMS

state. entity serves 3500 total
participants in the state.

General

A single state-wide Vendot F/EA provides FMS for participants in this program. Patticipants do not pay for FMS from their individual budgets. The
Vendor F/EA operates in accordance with all IRS, State and Local rules and regulations as they apply to Vendor F/EAs and household employers. The
program partnered with another program in the state and implemented almost identical rules and processes for both programs. The economies of scale are
reflected in the PMPM cost. The standard PMPM of $55 applies to participants who receive services only from vendors, agencies or independent
contractors. For participants who receive services from vendors, agencies or independent contractors AND from employees of the participant, the $55
standard PMPM applies and the F/EA charges an additional $1 for evety hour of setvice paid to an employee of the patticipant. This structure was
developed because the F/EA must do mote wotk for patticipants who have their own employees (e.g. establish the patticipant as an employer with tax
agencies, submit and process all agent authorization paperwork with tax agencies, and withhold, deposit, and file Federal, State and Local taxes for payments
made by participant employers to their employees). Seventy five percent of participants hire their own employees and those participants pay about 10 hours
per week to employees. Therefore, the F/EA charges $55 PMPM for 25% of patticipants and $65 PMPM for about 75% of patticipants.

Data Exchange and Payment Rules

Participants can use individual budget funds to pay for workers for whom the participant is the common law employer and also to purchases goods and
services from vendors, agencies and other independent contractors. A single rate of pay is defined by the state for each service; all workers who provide that
setvice are paid the same rate. The F/EA only receives data for workets who have met all program requitements and are approved to be paid for setvice.
The F/EA must enforce 5 separate payment rules, in addition to making payments in accordance with the participant’s monthly budget.
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Individual budget data is provided by a counseling entity to the F/EA electronically. Each participant is authotized a monthly dollar amount and that data is
provided to the F/EA electronically 15 days prior to the beginning of each month. The F/EA electronically loads individual budget information into the
F/EA’s payroll and accounting system. Any changes to monthly budgets are provided on paper by the cate management entity to the F/EA as during the
month. The F/EA updates its system accordingly and makes payments on participant’s behalf in accordance with updated budgets.

Customer Service

The F/EA provides phone supportt to patticipants to complete employer entollment packages. The F/EA distributes an employer training manual to all
patticipants. The manual provides guidance for hiring workers and developing employer skills. The F/EA provides telephone and e-mail assistance primarily
to counselors, participants, representatives and workers. Common queries of the F/EA regard whether a participant has completed the necessary paperwork
to hire a worker and if all account numbers have been obtained to allow the payments to be made on participant’s behalf, how to support the worker to
complete employee paperwork, if a payment will be made, and if an invoice/timesheet was received.

Reporting
The F/EA provides four standard management repotts to the State and counseling entity monthly, including a report of any untesolved Customet Setvice
issues. Reports are not sent to participants.

Reimbursement to the FMS for Payments Made on Participant’s Behalf

The F/EA pays workets and vendors on behalf of participants and submits and invoice for reimbursement to the state at least 2 business days before making
payments on behalf of patticipants. The state reimburses the F/EA for all approved expenditures within 1 business day after receipt of the invoice. Any
payments that are not reimbursed by the state are not made on behalf of patticipants. The F/EA researches why a payment was denied and follows up with
the patticipant to make any necessaty cotrections to invoices ot timesheets so that they can be paid in the next payment cycle. The F/EA is not requited to
advance funds for payments made on behalf of participants.

Case 3 — Variable Start-Up Costs per Participant, Small Program

Geoeranhic Participants
grap FMS entity Model Fee Start-Up Fee Procurement Process Served by FMS
Region .
entity
Mid-Atlantic Vendor F/EA $100 PMPM Yes, per participant. e Invitation to bid 250
Dependent on e Selected lowest cost
complexity of start-up vendor that met
process for individual minimum
participant. Up to $200 qualifications
per participant in first
year.
General

A single state-wide Vendot F/EA provides FMS for participants in this program. Patticipants do not pay for FMS from their individual budgets. The
Vendor F/EA operates in accordance with all IRS, State and Local rules and regulations as they apply to Vendotr F/EAs and household employers.

The standard PMPM of $100 applies to participants who teceive services from vendors, agencies, independent contractors or common law employees of the

participant. A start-up fee of $50 to $200 is charged per participant per year for participants who join the program in the first year of program operation.
The start-up fee is dependent on the complexity of the start-up and data transfer process for the employer.
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Data Exchange and Payment Rules

Participants can use individual budget funds to pay for workers for whom the participant is the common law employer and also to purchases goods and
services from vendors, agencies and other independent contractors. A single rate of pay is defined by the state for each service; all vendors or workers who
provide that setvice are paid the same rate. The F/EA only receives data for workers who have met all program requitements and are approved to be paid
for service. The F/EA must enforce 15 sepatate payment rules, in addition to making payments in accordance with the patticipant’s budget.

Individual budget data is provided to the F/EA electronically from a central database. The F/EA loads electronic individual budget and patticipant data into
the F/EA’s payroll and accounting system. Changes to individual budgets are provided via the electronic data load as often as daily.

Customer Service
The F/EA provides tegional group workshops to participants to complete employer enrollment packages and receive employer skills training. In addition to
in-person wotkshops, the F/EA provides telephone and e-mail assistance primarily to counselors, participants, representatives and workers.

Reporting
The F/EA provides four standard management repotts to the State and counseling entity monthly. The F/EA sends repotts outlining budgeted amounts and
spent amounts to participants monthly.

Reimbursement to the FMS for Payments Made on Participant’s Behalf

The state provides an advance of $500,000 in the first month of service. The F/EA pays workers and vendors on behalf of participants and submits and
invoice for reimbursement to the state after making payments on behalf of participants. The state reimburses the F/EA for all approved expenditutes within
30 days of receiving the invoice from the F/EA. The $500,000 advance is provided to prevent the F/EA from providing working capital to cover payments
to be made on behalf of participants for a current payment cycle while the payments from the previous payment cycle are being reimbursed.

Case 4 — Small Government Fiscal/Employer Agent Program

Geographic ) Participants
Region FMS entity Model Fee Start-Up Fee Procurement Process Served l?y FMS
entity
South Government F/EA $70 PMPM $10,000 in grant funds | None. Local government 1-50
provided for start-up entity provides FMS in-
house.
General

A local government entity setves as a Government F/EA and provides FMS for patticipants in this program. Participants do not pay for FMS from their
individual budgets. The Government F/EA operates in accordance with all IRS, State and Local rules and regulations as they apply to Government F/EAs
and household employets.

Participants have monthly budgets under $1000 and most participants use their budgets to purchase a combination of employee, vendor, agency and
independent contractor services.
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Data Exchange and Payment Rules

Participants can use individual budget funds to pay for any of 3 services. The participant sets the worket’s rate of pay within a range determined by the local
government entity. The F/EA only receives data for workers who have met all program requirements and ate approved to be paid for service. The F/EA
must ensure payments are made in accordance with the participant’s budget, but need not enforce any other payment rules.

Individual budget data is provided to the F/EA portion of the local government entity on papet. The F/EA enters budget data into the F/EA’s payroll and
accounting system. Changes to individual budgets are provided not more than once every three months.

Customer Service

The F/EA does not provide any training or Customer Setvice directly to participants. The Counseling entity manages all communication with workers,
vendorts, agencies and participants. The F/EA responds to Counseling entity questions and provides spending and payroll repotts to the Counseling entity
after each payment cycle.

Reporting
Reporting is informal. The F/EA provides ad hoc information to the Counseling entity and/or local government agency staff.

Reimbursement to the FMS for Payments Made on Participant’s Behalf
The local government entity has all funds to make payments on participant’s behalf in advance of making payments on participant’s behalf.

Case 5 — Agency with Choice

Geographic Participants
Rewi FMS entity Model Fee Start-Up Fee Procurement Process Served by FMS
egion .
entity
Northeast Agency with Choice After first year, cost of Yes. $35,000 provided | e Request for Proposal 51 -100
FMS is 10% of funds to develop systems and | ¢  Selected qualified
managed by FMS infrastructure and vendor with most
entity. provide services to up to participant focused
50 participants in the approach
first year. No other
costs or fees paid in first
year.
General

An agency with direct service experience in the region serves as an Agency with Choice for participants in this program. Participants can refer workers to the
agency for hire and can also purchase services through other agencies, vendors and independent contractors. The agency provides employer skills training
one-on-one with participants and their families.
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Data Exchange and Payment Rules
Participants can use individual budget funds to pay for any of 15 services. The agency pays a standard rate for each service for all workers referred to the
agency by the participant. The participant negotiates rates with other agencies, vendors and independent contractors.

Individual budget data is provided to the Agency with Choice on a monthly basis on paper. The FMS enters budget data into the FMS entity’s payroll and
accounting system. Changes to individual budgets are provided not more than monthly.

Customer Service
The FMS provides all Customer Setvice to participants regarding FMS.

Reporting
Six different management reports are provided to the administrative entity on a quarterly basis. Reports of participant budgets, spending and amounts

remaining are provided to participants monthly.

Reimbursement to the FMS for Payments Made on Participant’s Behalf
The Agency with Choice advances funds to make payments on patticipant’s behalf and is reimbursed by the administrative entity within 15 business days.
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Selected Fiscal/Employer Agent Questions
from NRCPDS Members

We enjoy when our members and other participant direction stakeholders submit questions to the
National Resource Center for Participant-Directed Services. Below are selected questions related to
Fiscal/Employer Agent setvices that we have received over the past year. If you have a question to
submit, please contact us (www.participantdirection.org).

Q: If a non-profit operates as a Fiscal/Employer Agent, is the non-profit exempt from

paying Federal Unemployment Tax (FUTA) on behalf of program participant

employers?
A: Absolutely not. Some organizations have mistakenly assumed the tax procedures afforded them as a
non-profit also apply when they serve as Fiscal/Employer Agents for participant employers. When an
organization setves as a Fiscal/Employer Agent per Revenue Procedure 70-6 or 80-4 as modified by
notice 2003-70, the organization must file and pay FUTA based on each participant employet’s individual
FUTA liability. Even if the otganization is a non-profit, as a Fiscal/Employer Agent, FUTA must be filed
and deposited on behalf of liable participant employers.

Q: Our organization uses a professional payroll company to manage payroll for our

organization’s staff. If we want to operate as a Fiscal/Employer Agent, would it not be

simplest to use the same company to manage payroll for the participant employers that

we represent as a Fiscal/Employer Agent?
A: Not necessarily. The IRS most likely treats your organization as a regular employer and as such a
patticular set of Revenue Procedures apply to your otganization. Your payroll company is likely skilled at
performing your organization’s payroll in compliance with those regulations. To serve as a
Fiscal/Employer Agent, a completely different set of Revenue Procedures apply. Your organization must
first obtain a separate Employer Identification Number to operate as a Fiscal/Employer Agent and it must
file and pay federal taxes in accordance with special Revenue Procedures. Additionally, a participant’s
workers are considered “household employees” and different payment and tax filing requirements apply to
these wotkers. Many professional payroll companies ate not equipped to handle Fiscal/Employer Agent
payroll. If you work with a professional payroll organization, ensure they have experience working with a
Fiscal/Employer Agent.

Q: What is the difference between an Agency with Choice and a Fiscal/Employer

Agent?
A: Please attend the workshop session “Agency with Choice: Past, Present and Future” and see the related
PowerPoint on www.participantidrection.org after the conference.

Q: What is the difference between a Fiscal/Employer Agent and a Reporting Agent?

They both do payroll, so why do they have different names?
A: The primaty difference between a Fiscal/Employer Agent and a Reporting Agent (which some call a
“payroll agent”) is that a Fiscal/Employer Agent assumes joint liability with the employer for Federal
employment taxes. A specific section of the Internal Revenue Code, Section 3504, applies to
Fiscal/Employer Agents. Reporting Agents, howevet, do not assume joint liability with the employer for
Federal employment taxes. This means that the IRS sees a Fiscal/Employer Agent as “on the hook” for
paying and filing a participant’s employment taxes; however, if a participant just uses a reporting agent the
participant has sole liability for filing and paying Federal employment taxes.

Q: How do I know whether I am working with a Fiscal/Employer Agent or a Reporting

Agent?
A: Simply, a Fiscal/Employer Agent and a participant employer will always execute an IRS Form 2678,
Employer Appointment of Agent, together and will submit it to the IRS for approval. A Reporting Agent will
execute only an IRS Form 8655, Reporting Agent Authorization with the participant employer.

Q: What is a taxable wage base?
A: A taxable wage base is the maximum dollar amount of wages that is subject to a particular tax. Gross
wages paid to an employee in excess of this amount are not subject to the tax. For example, the 2009
FUTA taxable wage base is $7,000. This means that an employer only pays FUTA on the first $7,000 paid
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by the employer to the employee in the year. States have taxable wage bases for State Unemployment Tax,
as well. A state’s Unemployment taxable wage base may change each year.

Q: Vendor Fiscal/Employer Agents take on liability for filing and depositing participant
federal taxes and Agents must receive approval from the IRS to do so. Is a Vendor
Fiscal/Employer Agent immediately liable for filing and depositing federal taxes for a

participant or are they liable only after the IRS has approved it?
A: The October 2007 IRS Form 2678 instructions state that an agent is not liable for filing any federal tax
returns or making any deposits or payments until the agent receives approval from the IRS to act as an
agent for an individual. Therefore, it is very strongly suggested that during the period from when the
agent files the IRS Form 2678 for an individual until the agent receives IRS agent approval for that
individual, state program agencies require that the Fiscal/Employer Agent be responsible for
filing and depositing federal employment taxes, including any unfulfilled federal tax obligations,
penalties and interest. It is highly recommended that program agencies state this requirement in the
administrative contract and/or Medicaid provider agreement executed with the Fiscal/Employer Agent.
Q: We know a participant employer is going to pay less than $1,000 in gross wages this
calendar year. Do we really need to do all this employer tax withholding and computing
stuff?

A: The short answer: the employer and employee must be absolutely sure the employee will not earn more
than the applicable tax thresholds during the year because once a threshold is met, taxes are due on all
wages previously paid, even those less than the threshold. It can be vety risky for Fiscal/Employer Agents
to pay a participant’s employees and not withhold or compute FUTA and FICA because it is expected that
the participant employer will pay a low wage amount for the year. If the employer ultimately pays more
than expected, both the employer and Fiscal/Employer Agent may be subject to penalties and interest and
may also detrimentally impact employees.

The longer answer: Federal Income Tax: A participant employer is not required by the IRS to withhold
Federal Income Tax, but doing so is good practice as it supports workers to receive the correct amount of
take-home pay and not be surprised with a bill from the IRS when they file their personal income tax
returns in April. FUTA: A participant employer is only liable to pay FUTA tax if the participant employer
pays more than $1000 in gross wages in a single calendar quarter. However, once the employer pays more
than $1000 in a quarter, the employer must pay FUTA on all wages previously paid in the year. FICA
(Social Security and Medicare Taxes): An employee and employer owe FICA on all wages paid once
an employee is paid in excess of $1,700! by an employer in a calendar year. It is important to note that
once an employee is paid in excess of $1,700 (e.g. $1,701) FICA is due for all wages paid during the year,
even those wages less than $1,700. It can be almost impossible to collect the employee’s share of FICA on
wages already paid to the employee without greatly reducing an employee’s take-home pay.

! In 2009 and 2010. The IRS may change this amount for 2011.
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Fair Labor Standards Act Tip Sheet

The Fair Labor Standards Act mandates overtime compensation for a work week in excess of 40 hours, sets minimum wage
and recordkeeping standards and establishes restrictions on the employment of minors (http://www.dol.gov/esa/whd/Flsa/).
Violations of the Fair Labor Standards Act can leave Financial Management Services entities vulnerable to costly lawsuits.

To ensure Fair Labor Standards Act compliance, companies and government entities must collect and maintain time and
payroll information for all employees for at least three years. This rule applies to Financial Management Service entities just as
it does other organizations that pay employees.

In a 2004 article for Workcite Employment and Benefits 1egal Update, attorney Brian Barger cited that organizations that failed to
meet the following recordkeeping requirements were most likely to incur costs related to Fair Labor Standards Act violations:

Maintain timesheet records

Record worker time-in and time-out on each timesheet
Keep records of unauthorized overtime

Record and pay for required breaks

0 O B O

Maintain accurate payroll records for at least three years

The Fair Labor Standards Act does not require that records are maintained in any particular form (e.g. paper or electronic), but
it does require that certain records be maintained for non-exempt employees. Workers in participant direction programs are
almost exclusively non-exempt. Financial Management Service entities should ensure they are storing all of the following
information on individuals who provide service to participants:

Employee name

Employee address, occupation, gender and birth date if employee is under 19 years of age
Start and end day of employee’s work week

Total hours worked per day and week

Total straight time earnings

Regular houtly pay rate

Total overtime paid

All wage deductions (including garnishments) or additions

Wages paid by pay period

Y Y |

Date wages paid and the dates of the pay period worked

Companionship Exemption

Financial Management Service entities should be extraordinatily careful before utilizing the Fair Labor Standards Act
Companionship Exemption. The Companionship Exemption allows household workers who are serving as companions of
their employers to be paid less than minimum wage and to not be paid overtime for hours worked in excess of 40 per week. A
worker may qualify to be paid per the companionship exemption if:

[l The state in which he/she is working fully recognizes the companionship exemption (over 20 states do not).

[l The wotker is a domestic/household employee per the Department of Labot’s definition (29 C.F.R. § 552.3). That is,
the employee provides services of a household natute in or about a private home (permanent or temporary) of the
person by whom he or she is employed.

[J The worker provides “fellowship, care, and protection for a person who, because of advanced age or physical or
mental infirmity, cannot care for his or her own needs.”

L Services may include “household work related to the care of the aged or infirm person such as meal preparation, bed
making, washing of clothes, and other similar services.”

L) The worker may not spend more than 20 percent of work time performing services that are of a general household
nature.

The FLSA Companionship Exemption is difficult to interpret. The NRCPDS strongly suggests that a program seek full legal
review prior to paying workers using the Companionship Exemption from Fair Labor Standards Act requirements.
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Remember to...
A Tax Year Checklist

As the current tax year comes to a close and Financial Management Services providers gear up
for a new tax year, many important tasks must be completed. In addition to the expected year-
end activities, Fiscal/Employer Agents and Agencies with Choice should remember the following
tasks to support themselves, participants and workers maintain compliance with Federal, State
and Local tax and labor rules and regulations.

As FMS providers close the current tax year, they should remember to...

J

O

Register with the Social Security Administration’s Business Services Online to:

[ Verify employee Social Security Numbers prior to issuing Forms W-2. Remember, if a
W-2 has a name and social security number that do not match the Social Security
Administration’s records, the Financial Management Service entity may be fined $50 per
error.

[J File forms W-2 and W-3 electronically. It is a requirement to file electronically if you
produce 250 or more Forms W-2, but it’s nice even if you do not.

Use the Social Security Administration’s Accuwage System to check electronic W-2 files for errors
prior to submitting to the IRS/SSA.

Review the corrected file specifications for the electronic Form 1099 file format. The initial
specifications for Forms 1099 are not correct and the IRS has issued corrected electronic
specifications.

Remind employees to verify their names and addresses for delivery of Forms W-2.

Process online Forms W-2C for prior tax years as required. Effective December 7, 2009, the
Social Security Administration’s Business Services Online (BSO) will begin accepting online
Forms W-2C submitted for tax years 2006 through 2009. Cotrection reports for those years can
be submitted through April 15, 2010. Beginning on April 15, 2010, however, only Forms W-2C
for tax years 2007 through 2009 can be submitted, due to the 3 year 3 month and 15 day statute
of limitations.

Fiscal/Employer Agents renew Forms 8821 that will expire on December 31, 2009. Remember,
Forms 8821 automatically expire after 3 tax years.

Ensure Financial Management Service entities are prepared to comply with state year-end
reporting requitements. If state year-end returns are required to be made electronically, ensure
you can comply with all electronic filing specifications.

Refund over-collected FICA. Identify employees who have not met the Social Security and
Medicare (FICA) wage threshold of $1700 in gross wages for 2009. Refund FICA to employees
and employers (the employer portion of refunded FICA is usually returned to the program
agency) and appropriately report refunded FICA on Forms 941, requesting a refund from the IRS
as applicable. Be sure to refund FICA prior to issuing Forms W-2.

Prior to issuing forms W-2, balance payroll reports to Forms 941 and Forms W-2. If any errors
are identified, correct them with the IRS using Form 941X. If the identified errors impact state
wages or withholding, do not forget to correct previous filed state returns.

Per applicable State rules and regulations, submit any uncashed checks or reports thereof per state
Unclaimed Property procedures.

As FMS providers prepare for the next tax year, they should remember to...

J
J

Update Federal, State and Local withholding tax tables.

Update Earned Income Credit tables so that any Advanced Earned Income Credit paid to
employees in 2010 is correct.
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[J Not adjust the FICA threshold for 2010. Like in 2009, FICA is due for household employees
only on gross wages paid to an employee in excess of $1,700 for the calendar year.
[ Identify if states in which you pay wages have a new State Unemployment Insurance Taxable
Wage Base for 2010 and, if so, update procedures accordingly.
L) Consider participating in the Department of Homeland Security’s new E-1erify system to ensure
that newly hired workers are eligible to work in the United States.
[J  Compare bank holidays and federal holidays to pay dates to ensure your payroll schedule takes
into account dates that mail is not delivered or direct deposit is not processed
[J  Remember that new hire reporting is now federally mandated. You must report newly hired
employees per your state’s new hire requirements.
L) Get to know the new IRS Form 941-X. Any error made on a 941 or a wage or tax error made on
a Form W-2 will require a correction to be made using the Form 941-X.
[J  Ensure all newly hired employees complete the new USCIS Form 1-9, which was released August
7, 20009.
[J If you pay workers in one of the nine states or two cities that adjust minimum wage on January 1
for inflation, ensure worker pay rates are in compliance on January 1, 2010.
On January 1, 2010, the following minimum wage amounts will go into effect:
Arizona $7.25
Florida $7.25
Missouri $7.25
Montana  $7.25
Ohio $7.30 or $7.25 if gross receipts are $267,000 per year or less
Oregon $8.40
Vermont $8.06
Washington $8.55
San Francisco, CA  $9.79
Santa Fe, NM — to be announced
[J Ask any employees who marked “Exempt” on the 2009 IRS Form W-4 to complete a new Form
W-4 for 2010.
[J  Remind employees to notify the Financial Management Service if they want to make changes to
their state or federal withholding allowances for tax year 2010.
L] Ensure employees complete new State Forms W-4 to if required by your state.

Selected State Updates for Tax Year 2010
Check in your state for similar changes.

Massachusetts: Unemployment Insurance tax must be reported online using an electronic method. Paper
forms will not be accepted for Unemployment Insurance.

Nebraska: Both filing and payment of Unemployment Insurance tax must be conducted electronically if
an employer has an annual payroll of $100,000 or more. Fiscal/Employer Agents operating in Nebraska
should verify with the Nebraska Workforce Development Department if this $100,000 in payroll
requirement applies to each participant employer’s payroll or to all payroll paid by the agent.

Rhode Island: Employers with 10 or more employees must make State Income Tax withholding
payments using Electronic Funds Transfer. Fiscal/Employer Agents operating in Rhode Island should
verify with the Division of Taxation if this requirement applies to agents if the agent pays more than 10
total workers, even if those workers provide services to separate participant employers.
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Financial Management Services Forms
A library of commonly used forms in FMS

Forms for a Vendor or Government Agency to Serve as a Fiscal/Employer Agent

Form

IRS Form SS-4,
Application for Employer
Identification Number

Purpose

Obtain a separate Employer Identification
Number to be used specifically to serve as
a Fiscal/Employer Agent. This EIN is
used to file returns and make deposits on
behalf of participant employers 7 aggregate.

Completed When Completed By

Government or Vendor
Fiscal/Employer Agent

Before serving as a
Government ot Vendor
Fiscal/Employer Agent
for Participant Employers

Forms for a Government Fiscal/Employer Agent to Appoint a Sub-Agent

Form

IRS Form 2678,
Employer Appointment of
Agent

Purpose

Government Fiscal/Employer Agent
requests approval from IRS to have
another entity perform some or all of the
Government. Fiscal/Employer Agent’s
Federal employment tax responsibilities as
a sub-agent. As such, the sub-agent takes
on liability for any unfulfilled federal
employer tax obligations.

This form is also used for the Government
Fiscal/Employer Agent employet to
revoke an existing appointment of a sub-
agent..

Completed When Completed By

When and if a Government
Government Fiscal/Employer Agent
Fiscal/Employer Agent and Sub-Agent

engages the services of
another entity and wishes
for that entity to have joint
and severable liability for
Federal employment
taxes'. The sub-agent
operates under Section
3504 of the IRC and
shares liability with the
Government
Fiscal/Employer Agent.

Link to Form

http://www.its.gov/pub/irs
-pdf/iss4.pdf

Link to Form

http://ftp.its.gov/pub/its-
pdf/f2678.pdf
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Forms for a Government or Vendor Fiscal/Employer Agent to Appoint a Reporting Agent

Form

IRS Form 8655,
Reporting Agent
Authorigation

IRS Form 8821, Tax
Information
Authorigation

Purpose

Government or Vendor Fiscal/
Employer Agent appoints a third party
reporting agent to sign and file certain
returns, make deposits for certain
returns, receive duplicate copies of
notices etc. The reporting agent does
not take on any liability for unfulfilled
tax obligations, penalties or interest.
That liability remains with the
Government or Vendor
Fiscal/Employer Agent.

Participant employer designates
reporting agent, in addition to the
Fiscal/Employer Agent, to inspect and
receive participant employer
confidential employment tax
information.

Completed When
When and if a

Government or Vendor
Fiscal/Employer Agent
engages the services of a
reporting agent to
perform certain Federal
Employment tax
responsibilities. The
reporting agent does not
take on liability under
the IRC for such
responsibilities.

When a participant
employer enrolls with a
Government or Vendor
Fiscal/Employer Agent
that engages the services
of a reporting agent to
perform certain Federal
Employment tax
responsibilities.

Completed By

Government or Vendor
Fiscal/Employer Agent

Participant Employer

Link to Form

http:/ /www.irs.ustreas.gov/pub/irs-

pdf/£8821.pdf

http:/ /www.its.gov/pub/its-
pdf/£8655.pdf
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Forms for the Government or Vendor Fiscal/Employer Agent Model

Form

IRS Form SS-4,
Application for Employer
Identification Number

IRS Form 2678,
Employer Appointment of
Agent

IRS Form 8821, Tax
Information Authorization

State Income Tax
Application for
Employer Account
Number

State Income Tax
Power of Attorney or
Other Consent Form

Purpose

Apply to IRS to obtain Employer
Identification Number for a participant
employer or other individual serving as
employer of participant’s employees.
Participant employer requests approval
from IRS to have Fiscal/Employer Agent
file returns and make deposits of
employment and withholding taxes.
This form is also used for a participant
employer to revoke an existing
appointment of Fiscal/Employer Agent.
This form is not required in the
Government Fiscal/Employer Agent
modeli.

Participant employer designates
Fiscal/Employer Agent to inspect and
receive participant employer confidential
employment tax information. As of
October 2009, IRS Form 2678 does not
authotize Vendor Fiscal/Agents to
represent participants for purposes of
FUTA, however IRS Form 8821 does.

Participant employer registers to file and
pay state income tax withheld from
employee wages.

Participant employer designates
Fiscal/Employer Agent to file retutns and
make deposits for state income tax
withheld from participant employer’s
employees. Not all states have or require a
form of this type.

Completed When

Before a participant hires
employees.

Before wages are paid to a
participant’s employeesi'.

Before wages are paid to a
participant’s employees.

Before wages are paid to a
participant’s employees.

Before wages are paid to a
participant’s employees.

Completed By

Participant Employer

Participant Employer
and Fiscal/Employer
Agent

Participant Employer

Participant Employer

Participant Employer
and Fiscal/Employer
Agent

Link to Form

http://www.its.gov/pub/irs
-pdf/fss4.pdf

http://ftp.irs.gov/pub/its-
pdf/f2678.pdf

http://www.its.ustreas.gov/
pub/irs-pdf/£8821.pdf

Varies by State

Varies by State
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Forms for the Government or Vendor Fiscal/Employer Agent Model, continued

Form

State Unemployment
Tax Application for
Employer Account
Number

State Unemployment
Tax Power of Attorney
or Other Consent
Form

Participant Agreement

IRS Form 941,
Employer’s Qnarterly
Federal Tax Return

IRS Form 940,
Employer’s Annnal
Federal Unemployment
(FUTA) Tax Return

Purpose

Participant employer registers to file and
pay state unemployment tax and notifies
unemployment tax agency of participant
employer’s liability for state
unemployment tax.

Participant employer designates
Fiscal/Employer Agent to file returns and
make deposits for state unemployment tax.
Not all states have or require a form of
this type.

Participant understands and agrees to the
parameters of the program.

Fiscal/Employer Agent files FICA
(Medicare and social security taxes) and
federal income tax withholding

quarterly in the aggregate with its separate
EIN for all participant employers the
Fiscal/Employer Agent represents.

Fiscal/Employer Agent files FUTA
annually in the aggregate using the
Fiscal/Employer Agent’s separate EIN for
all individuals the Fiscal/Employer Agent
represents*i.

Completed When

Varies by State. May be
required prior to a participant
employer paying wages or may
be required after a participant
employer becomes liable for
State Unemployment Tax".

Before filing or depositing
State Unemployment Tax.

Before receiving services.

Quarterly for any quarter in
which the Fiscal/Employer
Agent paid wages for
employees serving participants

Annually for any year in which
the Fiscal/Employer Agent
paid wages for employees
serving participants

Completed By

Participant Employer
or Fiscal/Employer
Agent. Varies by State.

Participant Employer
ot Fiscal/Employer
Agent. Varies by State.

Participant Employer

Fiscal/Employet
Agent

Fiscal/Employer
Agent

Link to Form

Varies by State

Varies by State

Usually developed by
program ot Fiscal/Employer
Agent
http://www.its.gov/pub/irs
-pdf/{941.pdf

http://www.its.gov/pub/irs
-pdf/£940.pdf
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Forms for the Government or Vendor Fiscal/Employer Agent Model, continued

Form

IRS Form 941-X,
Adjusted Employer’s
QUARTERLY Federal
Tax Return or Claim for
Refund

Form W-2, Wage and
Tax Statement

Form W-3, Transmittal
of Wage and Tax

Statements

Purpose

Fiscal/Employer Agent files to correct a
mistake made on a previously filed IRS
Form 941.

Report annual wage and tax information
for each employee who serves a
patticipant employet. If Fiscal/Employer
Agent files 250 or more IRS Forms W-2,
Fiscal/Employer Agent must file
electronically using the Social Security
Administration’s Business Services Online.

Transmit annual wage and tax information
paid by Fiscal/Employer Agent under
Fiscal/Employer Agent’s separate EIN. If
Fiscal/Employer Agent files more than
250 Forms W-2, Forms W-2 must be filed
electronically and an Form W-3 is not
required.

Completed When

As needed. The process used
to make corrections depends
on how many days before,
within or after the period of
limitations on a credit or
refund for IRS Form 941.

Annually for each tax year.
Must be issued to employees
by January 31 of the year after
the tax year for which the
statement is filed. Must be
submitted to IRS/SSA by
February 28 if filing on paper.
Must be submitted to
IRS/SSA by March 31 if filing
electronically. State tax
agencies may require Forms
W-2 by a State imposed
deadline.

Annually for each tax yeat.
Must be issued to employees
by January 31 of the year after
the tax year for which the
statement is filed. Must be
submitted to IRS/SSA by
February 28 if filing on paper.
Must be submitted to
IRS/SSA by Match 31 if filing
electronically. State tax
agencies may require Forms
W-2 by a State imposed
deadline.

Completed By

Fiscal/Employet
Agent

Fiscal/Employer
Agent

Fiscal/Employer
Agent

Link to Form

http://www.its.gov/pub/irs
-pdf/f941x.pdf

http:/ /www.irs.gov/pub/irs
-pdf/fw2.pdf

AND

http://www.ssa.gov/bso/bs

owelcome.htm

http://www.irs.gov/pub/irs
-pdf/fw3.pdf

AND

http://www.ssa.gov/bso/bs
owelcome.htm
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Forms for the Government or Vendor Fiscal/Employer Agent Model, continued

Form

Form W-2c, Corrected
Wage and Tax Statement

Form W-3c,
Transmittal of Wage and
Tax Statements

Form 1099-Misc

Purpose

Issue a correction to a previously issued
Form W-2.

Issue a correction to a previously
submitted Form W-3.

Report amounts of $600 or more paid to
independent contractors, agencies or other
vendors'ii,

Completed When

As soon as an error on a
previously issued Form W-2 is
detected. A cotrection to a
W-2 may require a correction
to a previously filed IRS Form
941. If 250 or more Forms
W2c¢ must be filed, Forms
W2c¢ must be filed
electronically using the Social
Security Administration’s
Business Services Online.

As soon as an error on a

previously issued Form W-2 is
detected. A correction to a W-
2 may require a correction to a
previously filed IRS Form 941.

Annually for each tax year.
Must be issued to contractors
by January 31 of the year after
the tax year for which the
statement is filed. Must be
submitted to IRS by February
28 if filing on paper. Must be
submitted to IRS by March 31
if filing electronically. State
tax agencies may require
Forms 1099 by a State
imposed deadline.

Completed By

Fiscal/Employer
Agent

Fiscal/Employet
Agent

Fiscal/Employer
Agent

Link to Form

http://www.its.gov/pub/irs
-pdf/fw2c.pdf

AND

http:/ /www.ssa.gov/bso/bs

owelcome. htm

http://www.its.gov/pub/irs
-pdf/fw3c.pdf

AND

http://www.ssa.gov/bso/bs

owelcome.htm

http:/ /www.irs.gov/pub/irs
-pdf/£f1099msc.pdf
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Form

Form 1096, Annual
Summary and Transmittal
g

U.S. Information Returns

Applicable State Year-
End Reconciliation
Forms and/or Wage
Statements

State New Hire Report

Purpose

Transmit a summary of all Forms 1099
issued by the Fiscal/Employer Agent.

State Tax Agencies may require state
reconciliation or wage statements for
purposes of employer withheld state
income tax or state unemployment
insurance. Varies by state.

Report employee name, social security
number, and other requested information
on any newly hired employees of
participants. States use new hire reports
for multiple purposes, but the most
common use is to enforce child support
garnishments.

Completed When

Annually for each tax yeat.
Must be issued to contractors
by January 31 of the year after
the tax year for which the
statement is filed. Must be
submitted to IRS by February
28 if filing on paper. Must be
submitted to IRS by March 31
if filing electronically. State
tax agencies may require
Forms 1099 by a State
imposed deadline.

State tax agencies may require
forms or electronic returns by
a State imposed deadline.

Varies by state, but is usually
within 20 days of hire.

Completed By

Fiscal/Employet
Agent

Fiscal/Employet
Agent

Fiscal/Employetr
Agent

Link to Form

http://www.its.gov/pub/irs
-pdf/£1096.pdf

Varies by State.

Varies by State.
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Forms for the Agency with Choice Model

Form

IRS Form SS-4,
Application for
Employer Identification
Number

State Income Tax
Application for
Employer Account
Number

Participant
Agreement

IRS Form 941,
Employer’s Quarterly
Federal Tax Return

IRS Form 940,
Employer’s Annual
Federal Unemployment
(FUTA) Tax Return

IRS Form 941-X,
Adjusted Employer’s
QUARTERLY
Federal Tax Return or
Claim for Refund

Purpose

Obtain an Employer Identification Number
to be used to serve as an Agency with
Choice. If the Agency already has an EIN, a
new EIN is likely not required to serve as an
Agency with Choice.

Agency with Choice registers to file and pay
state income tax withheld from employee
wages.

Participant understands and agrees to the
parameters of the program.

Agency with Choice files FICA (Medicare
and social security taxes) and federal income
tax withholding

quarterly for all employees it pays.

Agency with Choice files FUTA annually in

the aggregate for wages paid to all employees
and taxable for FUTA purposes.

Agency with Choice files to correct a mistake
made on a previously filed IRS Form 941.

Completed When

Before serving as an Agency
with Choice for Participant
Employers

Before wages are paid to
employees.

Before receiving services.

Quarterly for any quarter in
which the Agency with Choice
paid wages for any employees.

Annually for any year in which
the Agency with Choice paid
wages for employees.

As needed. The process used
to make corrections depends
on how many days before,
within or after the period of
limitations on a credit or
refund for IRS Form 941.

Completed By
Agency with Choice

Agency with Choice

Participant

Agency with Choice

Agency with Choice

Agency with Choice

Link to Form

http:/ /www.its.gov/pub
/irs-pdf/iss4.pdf

Varies by State

Usually developed by
program or Agency with
Choice

http:/ /www.its.gov/pub/
irs-pdf/f941.pdf

http:/ /www.its.gov/pub/
irs-pdf/£940.pdf

http:/ /www.its.gov/pub/
irs-pdf/f941x.pdf
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Forms for the Agency with Choice Model, continued

Form

Form W-2, Wage and
Taxc Statement

Form W-3,
Transmittal of Wage
and Tax Statements

Form W-2c,
Corrected Wage and
Tax Statement

Purpose

Report annual wage and tax information for
each employee paid by the Agency with
Choice. If Agency with Choice files 250 or
more IRS Forms W-2, Agency with Choice
must file electronically using the Social
Security Administration’s Business Services
Online.

Transmit annual wage and tax information
paid by Agency with Choice. 1f Agency with
Choice files more than 250 Forms W-2,
Forms W-2 must be filed electronically and a
Form W-3 is not required.

Issue a correction to a previously issued
Form W-2.

Completed When

Annually for each tax yeat.
Must be issued to employees
by January 31 of the year after
the tax year for which the
statement is filed. Must be
submitted to IRS/SSA by
February 28 if filing on paper.
Must be submitted to
IRS/SSA by March 31 if filing
electronically. State tax
agencies may require Forms
W-2 by a State imposed
deadline.

Annually for each tax year.
Must be issued to employees
by January 31 of the year after
the tax year for which the
statement is filed. Must be
submitted to IRS/SSA by
February 28 if filing on paper.
Must be submitted to
IRS/SSA by March 31 if filing
electronically. State tax
agencies may require Forms
W-2 by a State imposed
deadline.

As soon as an error on a
previously issued Form W-2 is
detected. A correction to a
W-2 may require a correction
to a previously filed IRS Form
941. 1f 250 or more Forms
W2c must be filed, Forms
W2c¢ must be filed
electronically using the Social
Security Administration’s
Business Services Online.

Completed By
Agency with Choice

Agency with Choice

Agency with Choice

Link to Form

http://www.its.gov/pub/
irs-pdf/fw2.pdf

AND

http://www.ssa.gov/bso
/bsowelcome. htm

http://www.its.gov/pub/
irs-pdf/fw3.pdf

AND

http://www.ssa.gov/bso
/bsowelcome.htm

http:/ /www.its.gov/pub
/irs-pdf/fw2c.pdf

AND

http:/ /www.ssa.gov/bso
/bsowelcome.htm
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Forms for the Agency with Choice Model, continued

Form

Form W-3c,
Transmittal of Wage
and Tax Statements

Form 1099-Misc

Form 1096, Annnal
Summary and
Transmittal of

U.S. Information
Returns

Applicable State
Year-End
Reconciliation
Forms and/or Wage
Statements

Purpose

Issue a correction to a previously submitted
Form W-3.

Report amounts of $600 or more paid to
independent contractors, agencies or other
vendorsVil,

Transmit a summary of all Forms 1099
issued by the Agency with Choice.

State Tax Agencies may require state
reconciliation or wage statements for
purposes of employer withheld state income
tax or state unemployment insurance. Varies
by state.

Completed When

As soon as an error on a

previously issued Form W-2 is
detected. A correction to a W-
2 may require a correction to a
previously filed IRS Form 941.

Annually for each tax year.
Must be issued to contractors
by January 31 of the year after
the tax year for which the
statement is filed. Must be
submitted to IRS by February
28 if filing on paper. Must be
submitted to IRS by March 31
if filing electronically. State
tax agencies may require
Forms 1099 by a State
imposed deadline.

Annually for each tax year.
Must be issued to contractors
by January 31 of the year after
the tax year for which the
statement is filed. Must be
submitted to IRS by February
28 if filing on paper. Must be
submitted to IRS by March 31
if filing electronically. State
tax agencies may require
Forms 1099 by a State
imposed deadline.

State tax agencies may require
forms or electronic returns by
a State imposed deadline.

Completed By
Agency with Choice

Agency with Choice

Agency with Choice

Agency with Choice

Link to Form

http://www.its.gov/pub/
irs-pdf/fw3c.pdf

AND

http://www.ssa.gov/bso
/bsowelcome. htm

http:/ /www.its.gov/pub/
irs-pdf/f1099msc.pdf

http:/ /www.irs.gov/pub/
irs-pdf/£1096.pdf

Varies by State.
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State New Hire
Report

Report employee name, social security

number, and other requested information on

any newly hired employees. States use new
hire reports for multiple purposes, but the
most common use is to enforce child
support garnishments.

Varies by state, but is usually
within 20 days of hire.

Forms for Employees in Agency with Choice and Fiscal/Employer Agent Models

Form

IRS Form W-4,
Employee’s Withholding
Allowance Certificate

USCIS Form I1-9,
Employment Eligibility
Verification

IRS Notice 797,
Possible Federal Tax
Refund Due to

the Earned Income
Credit (EIC)

State Income Tax
Allowance/Exem
ption Form
Employment
Agtreement and/ot
Provider Agreement

Applicable Local Tax
Forms

Purpose

Employee completes Form W-4 so that the
employer can withhold the correct federal
income tax from the employee’s wages.

Employee and employer complete to
document that each new employee (both
citizen and noncitizen) hired after
November 6, 19806, is authorized to work in
the United States.

Notify employees that they may qualify for
the Earned Income Credit or Advanced
Earned Income Credit. If employees do
qualify, they may request IRS Form W-5
from the Agent.

Employee completes this state form so that
the employer can withhold the correct state
income tax from the employee’s wages.

Employee may complete a Medicaid
Provider Agreement as a program
requirement. Employee may complete an
employment agreement to agree to terms of
employment.

Varies by State.

Completed When

Before the employee provides
service. If the employee
marks exempt on the Form
W-4 in the cutrent calendar
year, the employee must
complete a new Form W-4 for
the next calendar year.

Before the employee provides
service.

This notice is not completed,
but the notice should be
provided to employees before
they are hired.

Before the employee provides
service.

Before the employee provides
service.

Varies by State.

Agency with Choice

Completed By
Employee and Employer

Employee and Employer

Employees review.

Employee and, perhaps,
Employer.

Employee and, perhaps,
Employer.

Varies by State.

Varies by State.

Link to Form

http://www.its.gov/pub/it
s-pdf/ fw4.pdf

http:/ /www.uscis.gov/files
/form/i-9.pdf

http://www.its.gov/pub/irs
-pdf/n797.pdf

Varies by State.

Varies by State.

Varies by State.
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Forms for Independent Contractors and Vendors in Agency with Choice and Fiscal/Employer Agent Models

Form Purpose Completed When Completed By Link to Form

IRS Form W-9, Collect a taxpayer identification number Priot to providing services. Independent contractot, http:/ /www.its.gov/pub/its-

Reguest for Taxpayer from an independent contractor, agency agency or other vendor. pdf/fw9.pdf

Identification Number and | or other vendor. The taxpayer

Certification identification number will be used on IRS
Form 1099-Misc.

Service Agreement For the participant or Financial Prior to providing services. Independent contractor, Usually developed by the
Management Service and the independent agency or other vendor program or Financial
contractor to agree to the parameters of and Financial Management Service.
service. Management Service or

participant.

'Note that the Form 2678 is not effective until the IRS notifies the Fiscal/ Employer Agent and employer. Programs may include statements in
their contracts with a Fiscal/Employer Agent that the Agent must withhold, file and pay applicable taxes even before 2678 approval is granted.
" “Participant Employer” means the participant who is receiving services and serving as the common law employer OR an individual, such as a representative,
who serves as the employer in place of the participant.

" As of November 1, 2009

" Note that the Form 2678 is not effective until the IRS notifies the Fiscal/Employer Agent and employer. Programs may include statements in
their contracts with a Fiscal/ Employer Agent that the Agent must withhold, file and pay applicable taxes even before 2678 approval is granted.
¥ Household or domestic employer liability requirements vary by state, but most states consider a household or domestic employer to be liable for State
Unemployment Tax when the employer pays $1000 or more in wages in a single calendar quarter.

' Notice 2003-70 states that Government Fiscal/Employer Agents must always file and deposit FUTA in the aggregate. Notice 2003-70 does not specify the
same for Vendor Fiscal/Employer Agents, however Internal Revenue Service staff announced on December 5, 2005 that Vendor Fiscal/Employer Agents should
file and deposit FUTA in the aggregate until further notice.

"' Review specific 1099-Misc instructions as certain other situations also require a Form 1099-MISC to be filed.

Y Review specific 1099-Misc instructions as certain other situations also require a Form 1099-MISC to be filed.
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As of November 1, 2009, EINs cannot be applied for

online for participant direction employers. EINs must
be obtained via phone, fax or mail using Form SS-4.

This box is left blank until EIN is
received.

Record EIN here when received.

Fom ss '4

{Rov. Jaruary 2000|

Il Revuram

Application for Employer |
{Frur use uywﬁ o orathons,

t i the Tresmury
L SE! separate instructions for each line.

5, P ,
N tribal entities, certain ndviduals, and ofhers.)

dentification Number
5, thusts, esiates, churches, [ EM

OME Mo 18450003

* KEap 3 copy for your records.

1 Legal name of entity jor Indvidual) for whom the EIN & baing
Mame of Participant or Other Individual Serving as

requasted
Employer for Participant

%“ 2 Trade name of business (it different rom name on iR 1) |2 Executor, adminig - -cae o name
E 43 Maling address MWW: 5a Streat address (I dfferent] (Do not antar a P.O. box)
E Participant Employer's Address
Gl4b City, state, and ZIP code (If forelgn, see nstructions) B0 Cfty, state, and ZIF code (If forsign, 82 Instrucions)
& Participant Employer's Address
@6  County and siate where principal Dusiness I located
= Participant Employer's County & State
7a Name of principal ofMicar, genaral parinar, Qranbar, owner, of fustor | 7b SSh, TN, of EIN
Same as Box 1 '\
8a I appication for a ITHE labilty company (LLC) (o 8D 1T 8als “Yes,” enier the number of
aforsign squivalety? . . . . . . . . O ves [ Mo LCmembsrs . . . . B
8¢ Haoak “Yes"” was Me LLC organized In e Unted States? . o~ _ [0 ves [ Ho
3

Type of entity {chack only one bow). Cautlon. If Ba Is “Yes,” see the Instructions for remw
; i i Estate (S5M of decedan]

[ =ole propristor (S5M)

Partnership

Corporation (entsr form number to be flled) =

[0 Personal service corporation

I:l Church or chiurch-controled organtzation
Other nonprofit arganization (specify)

I:II:I

EI

Pian acminisirator (TIN)
Trust (TN of granioe

Fammers’ cooperatve [ Federl govemment/miBtary
AEMIC [ Indtan fribal gowemmentsiemarprsas

E Cither (specify) = HHCSR using FlacallEmployer Agent

O
O
[0 mational Guard [ stateviocal gowemnment
O
O
Le

Tup Examption Number [GEN) H any &

Employer can be
participant or
representative serving
as employer.

Mailing address cannot be
the F/EA’s address unless
the F/EA submits with this
form a Form 2848, Power
of Attorney with a CPA,
Attorney or other enrolled
designation. If no 2848,
mailing address must be
the same as street address.

Social Security
Number of person
listed in Box 1

Participant employer
should generally not be
established as an LLC

or corp.

8b 1 8 corporation, name the state or forsign country State Forelgn countny
(it applicabie) whara Incorporated
10 neasm Tar applying jcheck only one bow) [ Banking purpase (spacity puposs) =
[ startad new businass (specity type) & [0 cnanged typs of organtzation (spacify naw type) &
[0 Purchasad going businass
[0 Hared employees [Check the box and sea Ine 13.) [0 Created a tnst (specity type) &
[0 comgliancs wim IRS withnoiding r Eg.uatms [ created a pension plan {spactty typs) =
[ cner ispecityl » HHCSR Using Fiscal/Employer Agent
41  Date busness started or acquired (month, day, year,. See Instructions. 12 Clogng month of accounting y2ar  Decembar
Date of Hire of First Employee 14 Do you expect your employment tax Eabillty to be 1,000
13 Hignest number of employees expacied In tha naxt 12 monthe jamier -0- 1 none. of le== n & full calendar year? [J¥es [JMo i you
Agricuiural Housshold Orthear empect to pay 4,000 or kss In total wages in a ful ~
X “I calondar year, you can mark “Yes.)
16 Frst date wages of annuities were pald [month, day, yearj] N t Is @ withnoiding agent, enter date Income will first be paid to
nonresident allen (month, day, yean . . . . . . . - . . . . . . .= First Pay Day
46  Check one box that best describes the principal activty of your business. || Healf care & socll MWUEUE:&\
[ corstructon [] Rental& kasng  [] Transportation & warenousing [ Accommodation & food senice  [] Whokesals-otner
[ meatestate [ manutactuing [ Fnance & insuranca [f] other spacity) HHCSR wsing FiscallEmployer Agent |
17 indicate principal Ine of merchandise sold, speciic construction work done, products produced, of Sendcas provided.
HHCSR Using a FiscallEmployer Agent
18 Has e appilcant entity shown on line 1 ever ap|:-|Ed for and racetved an EN? [ ves [ Mo
H =¥es,” witte previous EIN hara
Complete this section saly & you want 1o :ul'\c-:::h ramed indradial 1o receive the endity's BN and answer quessons zhouwt the completion of this form.
Third Dasignas’s name Desgres's ligphons numhar fnchuds e oood)
Party FiEA Staff Peracn [ FEA ) Talephon
Designee | Address and ZF coda Dasignea’s e numisar finchude ara oods|
F/EA Address [ FEA ) FAX

h
Uncer peralies of perjury, | declars $ot | bave sxanined this application, and o the best ol oy knowledpe: asd bebiel, i & e, :\cr':x:m;% #pplicant's tnlaphons number inchuds arsa coda)
Hama ard tiSa [type o print ceariy) = Mame on Line 1 or Legal Guardian

~~1

Sigratura

Applicart ibar finchods arsa. codsy
Cais * [ ]

For Privacy Act and Paperwork Reduction Act Motice, see separate Instructions.

Cat Mo, 100554 Form S9-4 (Fay. 1-2000

As a default, check
“No” unless you are
sure the participant will
not exceed stated
thresholds.

Enter the estimated
number of employees.
The IRS uses this
information for
aggregate data
collection and does not
expect employers to
hold to this number.

Individual listed in Box 1 should sign, date and print name, telephone and fax (if
applicable) here. An exception is if a guardian for the individual listed in Box 1has been
court appointed. If a guardian for the person listed in Box 1 has been court appointed,
guardian should sign, date and attach copy of court appointed guardianship papers
with court seal visible.

Example IRS Form SS-4

Enter up to three FIEA
employees’ names and
the F/EA’s name here.
These designees will
be able to inquire
about the status of this
EIN.

Used to Obtain Federal Employer Identification Number for a Participant Hiring Employees

and Using a Fiscal/Employer Agent
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Note that the Agent is not liable per IRS Form 2678 until the IRS has authorized such in writing. IRS authorization
usually occurs within 60 days of submitting this form. Programs should ensure that their administrative contract or

provider agreement with the agent stipulates that the agent will withhold, deposit and file participant employer federal

taxes even before the IRS has authorized such in writing.

om 2048  Employer/Payer Appointment of Agent

[Aew. Ootobar 2307,

IUsa this form if you want 1o request approval to have an agent file retums and maka
deposits or payments of amployment or other withholding taxes or if you want to
rewohke an existing appointmant
# i yray are an amployer o payer whn wants to remqest appeoval, complete Pats 4
and 2 =nd sicn Parl 2. Than Jiva it to tha aganl. Have the agent completa Part 3 and
=ign it.
Mote. Thiz appoirkment iz not offcctive unfil wo approwe ywour request. Seo the
instructions for fling Form 2578 on page 3.

# |i you are an emrployer, payer, or agent who 1'.ar'1s 1o rgwoke
complete all three paris. in this case, only one sig

OME No. 1585-0748

—

Dpartmiant of the Treazuy — Imemal Awerua Sandca

arrex sting appointmen,
fiurs iz reguirec.

Part 1: m]ﬂ.l are filirg inis form...

O

q

2

fou war't to appoint an agont for taw roporting, dopoeiting, and paying.
You want to revoka an exising appointmant.

Part 2: Employer or Payer Information: if you want to appoint an agant or revoke an appointment, complete this part

Employar identificatinn numbar [EIN)

\

This form is first used
to appoint an agent. If
the participant quits the
program or transfers to

a different F/EA, the
existing agent should
be revoked. Check
box as appropriate.

Enter the EIN for the

participant that was

obtained with Form
SS-4.

HINE DDDEDD[F

Employers or payers name

: |Fersu:-n listed in Box 1 of Form 55-4 ([employer)
(not wour frade name)

3 Trade name (if any) | |

E

Address Fhysical address of employer |
i St Rilta o O naminer
iy Shie 2P cooe

For ALL For SOME

Forms tor which you want to appont an apent or revoke the agent's appoirtment tofile.  employees/  employees)

[(Check all thar arol) payees payees

Enrm 0441, 641-PR, 841 -85 Fmployer's (QLAFTERI ¥ Fadars Tax Refimi [] [l

Form 943, 843-PR (Employer's Annual Federal Tax Raturm for Agriculiura Employeas) |:| |:|

Form 2944, 844-PR, 944-55, 944(57) Employer's ANNUAL Federal Tax Ratumn) [l [l

Tom 245 (Annual Neturn of Withheld Mederl ncome Tax) O O

Form CT-1 (Employer's Annual Ralroad Retirement Tax Retum) [l [l

Form CT-2 (Employes Representative’s Quarterly Railroad Tax Faturn) L L

Nota: You may MU sppoint an agert to report, depost, anc pay 1=xes igported on Fom 940, Employer's Annual Fodoral
Unemplcyment IFLUTA) Tax Retam.

| am authorizing the IRS to disclosa otharwise confidential tax informaticn £o the sgeant relating to the authodity granted
undar this appontment, including disclosures requirsd to process —omn 2678. The agert may contract with a thi
such as a reporing agent o ceriiec public accountart, o praparz or fie the returns covered by this
make any required deposits and payments. Such contrac: may authoize the IRS to disclose confj ial ta information
cf the employer’payer and agent 0 such third party. If a thid parly fails to file the mups ake the dapasits and

payments, the agent and employer/payer remain liable.

|Paraon ligted in Part 2, Lina 2" |

Print your rame here

Sign your
name here

|Hnu59hul|:l Employer (HHCSH) |

Print your ttle hars

Bast daytime phone |'-

The participant or
representative
employer appoints an
agent. Individual
named here should
match individual in Box
1 of Form SS-4.

Example IRS Form 2678
Used for Participant to Appoint a VENDOR Fiscal/Employer Agent
Under Section 3504 of Internal Revenue Code

Individual listed in part
2, Box 2 should sign,
date and print name
here. An exception is
if a guardian for the

individual listed in Part

2, Line 2 has been
court appointed. Ifa
guardian for the person
has been court
appointed, guardian
should sign, date and
attach copy of court
appointed
guardianship papers
with court seal visible.
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FOMm 2678 (Rav. 10-2007) Page 2

Part 3: Agent Information: If you will be an agent for an employer or payer, or want o revoke an appointment, complete this part

6  Agent's employer identification number (EIN) |:| |:| |:| |:| D |:| l:l |:| B

| FiscallEmployer Agent's Name

7 Agent's name (nct trade name)

8 Trade name (if any) | |

9 Address | FiscallEmployer Agent's Address |
Rumber Strest “Slte or room number
City Sate IF code

[] Check here if the employer is a disabled individual or other welfare recipient receiving home-care services through a state
or local program.

Under penalties of parjury, | declars that | have examined this form and any attachments, and to the best of my knowledge and belisf, it
i true, comect, and complate.

FIEA Officer's N |
Print your name hers | rosr s Mame

Sign your
name here

S

| FIEA Officer's Title |

) - |

Form 2678 [Rev. 10-2007)

Print your title hars

Best daytime phona |!

A

Complete with
Fiscal/Employer
Agent’s Separate
EIN. This EIN
should only be
used for serving as
a Fiscal/Employer
Agent and not for
depositing
employment taxes
or filing returns for
the Agent's own
staff.

Only an individual with binding signatory authority for the
Fiscal/Employer Agent should sign this form. Individual should sign,
date, print name, title and best daytime phone number.

Example IRS Form 2678
Used for Participant to Appoint a VENDOR Fiscal/Employer Agent
Under Section 3504 of Internal Revenue Code
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Section 1 is completed with participant or representative employer name, address, social
security number and telephone information. This should be the same individual as
named in Box 1 of Form SS-4.

CM WO T TR
For IAS: Lhae: Dy
PRI O

- 8821 |

(P, Bocpoet 2008]
Cecartrent o B Toamoury
brimml Fesearue: Sardon

X Information Authorization

* Do not sige| this Torm unless all applicabio Inas have bean compioted.

* Do not usa|this form 1o request a copy or franscrpt of your G retum.

Iresiead, wsg Form 4506 or Formn £4506-T. FaTTr

j= - 1

wst sign and date this form on e 7.

Sooml securiy numbers)
Rep: or : Part

1 Taxpayer information. T 5
Tuepmger rawrel] ard ackl-san fype or pond]

Participant or repressniative smployss name and addrass.
Hame ahiowld mabch Boe 1 on IRS Form 55-4

Employer denthicoton number

lelrn:-qrwnl SuTer
{ ]

{ . attmich o st to this form.

W"’"

2 Appointes. § you wish io name maore than ane
Name and address CAE Mo Compilabs T haves Cogg
FIEA 3talf Person's name, FIEA Hame, Address Telephone Mo,

Can have a fofal of thres deslgness. Fax Na.
Check if new: Address []  Telephone Bo. [0 Fax Moo
3 Tax matters. The appoiniee is authorzed fo inspect andfor receive confidential tax information in any office of the IRS El\

the tax matters listed on this line. Do not use Form 8821 to request copies of tax retumes.

Enter the EIN for the

participant that was

obtained with Form
SS-4.

Enter the name of the
F/EA staff person who is
being appointed as a
designee. Enter F/EA
name and address. A
single form 8821 can be
used to appoint up to
three separate F/EA staff
people. Attach another
sheet as necessary.

ypa of Taw Tax F\:\l"EII"'\LITbI i) at':l.Fm:d"" '.ml
[\rcoms, Employment, Exdisa, gio) . - . a4 vt Spactic Tm oIS (e Insir)
or Chel Panaity ! (100, 41, 720, alo) [=ea tha InsTructions IJ‘Fﬂ k|| !
:n_“"““"'“"“""""""""f‘"“" i, i, B, N, WA, WL, T, iy 1, 2, 4, & TYFY Tax Lishiliy

4 Specific use not recorded on Centralzed Authorzation File (GAFL If the tox information euthaonization is for a Specific
use not recorded on CAF, check this box See the instructions on page £. B you check this box, skip fres 5 and N8

5 Disclosure of tax information fiyocu must check a box on re Sa or 50 unless the bow on e 4 s cheded):

a [ you want copiss of tax information, noticss, and other writien communications sent o the n.ppl:lnl:ee on an ung-:mg
basis, check this box . | . 5|

b If you do mot want any copies of notices or communications sent bo your appointss, check this barx, = [
& Retention/revooation of tax information authorizations. This taw information authoration sutcmatically revokes all

priar authorizations for the same tox matters you ksted on line 3 abowe unless you checked the box on ne 4. F you do

nod want to revoke a prior tax information authonzation, must attach a copy of suthorizations you want to remain
in =fect and check IE:: biox e Py ol oy T _ oo 4

To revoke this taw information al.lhl:n.mhm see the instructions on page 4.

T Signature of taxpayer{s). If a tax matter appliss to a joint return, either husband or wife must sign. f signed br‘ a
corparats officer, parmner, an, exeouion, receiver, administrabor, trustes, or party other than the tocpayer, | certify
thet | haree the authority fo execube this form with respsot o the tax matters/penods on line 3 abows.

[ IF HOT SIGHED AMD DATED, THIS TAX INFORMATION AUTHORIEZATION WILL BEE RETURMED.
= DO HOT SIGN THEE FORM IF IT I BLANK OR INCOMPLETE.

T

Segrutare Duim Sigrmture Dl
Ernpd owsr Fames Houcahiokd Employsr
Pert Mams: Trds [ scpieakda) Promt K Tiths [F wplecuin

I:l I:l I:l I:l I:l PP member for slectomc sgnstes

For Privacy Act and Papersork Reduction Act Nobioo, seo page 4.

N e —

Farm BAZ1 (Fiame, 22008,

Cat. Me. 11392F

If the appointee has
been assigned a CAF
No. by the IRS, enter it
here. If a CAF has not
been assigned, leave

blank and a CAF will

be assigned and
mailed to appointee.

Complete Section 3 as
shown. Section 3.c
must include individual
quarters and can
include up to 3 years.
After 3 years, a new
Form 8821 must be
completed and
submitted.

Example IRS Form 8821
Used for Participant to Designate Staff of
Fiscal/Employer Agent as Appointees for Employment Tax Purposes

Complete Sections 4, 5
and 6 as shown.
Individual listed in

Section 1 signs and
dates in Section 7,
unless court appointed
guardian exists for
individual. If so,
guardian signs and
includes papers.
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To File Employers’ Quarterly Tax Return in Aggregate

At the top of each page of this form, Complete with Fiscal/Employer Agent's separate EIN.
write, “This return is filed under This EIN should only be used for serving as a
authorization granted in accordance with Fiscal/Employer Agent. After Fiscal/Employer Agent's
Section 3504 of the Internal Revenue name, write Household Employer Agent for “Name of Check box for
Code”. Program(s)” the quarter
represented on
r— 941 for 2009: Employer's QUARTERLY Federa| Tax Return As0109 this return.
[P vz 2006 Dupartrroant of fhm Tramsery — il Fresrus Sanvics OME Mo, 1480029
£ e 11 DDDDDDD e /|| Everthe
N oty Semcin rmcen) |F|'5':3|-'E“WW S I:l 1: Jaruary, Fabruary, Maroh pal’tiCipantS,
| |C“T¢’H'tﬁ it Applicabie | [ 2 mer, may, sona gmployees paid
N |FiacaVEmployer Agent Address | [ 2 duty, turgess, Saptomeer in qua_lrter. Do
T e T o oo rumier I:l #: Dolobar, Movamisr, Decsmber not include
| | . | | employees of
Raad tha :-::*_rala insructions belore you complata Form D44. #‘.:n ar Fu'rl;:l'a-1'=1:n the: bawas. FlscaVEmployer
Part 1: Answer thess questions for this quarter. ¢ Agent.
{1 Humber of em whao recesed tips, or other compensation for tha pay pariod
nohuding: Mar. 17 [Quarter 1], Jura 12 | e 7), Sopt. 12 {Cuartor 3), Doc. 12 [Quarter 4) 1
2 Wages tips, and other comparsation _ . . _ . _ . . . . . . . . . .. 2 - Enter sum of
3 Ihcome tax withhold from wages, tips. and other compensation - . - - _ . . . . 3 = ) total wages and
4 H no wages, @ps, and other compensation are subject to sooial security or Medicare tax Chack and go fo ine 0. other )
5 Taxabls =ocial socurity and Medicara w:?;;j: l:'p:: R Compjrt]sat:lon
: paid to a
5a Taxable social security wages e = participants’
5 Taxable social security tips /:, 124 - z employees.
5o Tamablo Medicars wages & ips w020 - &
5d Total sooial security and Medicans taxes (Col 2inesba+Bb+ o=l d). . | \ = | Enter total
E Tntalta:.mhn‘lmad]u:hnm‘l:ﬂre—:-ﬂ+5d- e & . _ . _ . _ . ﬂ \\\- | Federal |nC0me
In Box 5a and Perform the Perform the Perform the fr;-r?]X Wvgéiiegc_
5¢, Column 1 multiplication calculation calculation reported in Box
enter all FICA shown and enter shown and enter shown and enter 2
taxable wages. the product in the result in 5d. the result in 6.
Do not include Column 2.
wages that were . A
lower than the Fiscal/Employer
FICA threshold Agent would
for the year and Note that if a single Fiscal/Employer Agent serves very rarely check
have already multiple participant direction programs, wages, taxes, Box Llld Thl's
had withheld employees etc. for all programs represented by the would only
FICA refunded Fiscal/Employer Agent and its separate EIN should be happen if al
(this would only reported on a single IRS Form 941. Records for each gmployees
happen for the individual program should be maintained by either eamed
4th Qtr. 941). Fiscal/Employer Agent. less than the
Nor enter wages FICA threshold
paid to FICA for the year OR
exempt family Example of First Half of Page 1 of IRS Form 941 ex%ztifnﬁly
employees. Used for Fiscal/Employer Agent employees.
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Instructions.

Complete Sections 7a, 7b, 7c and 7d per IRS Form 941

Perform the
calculation
shown and enter
the result in 8.

Sea the nstnuctions.

12t Kumber of individuals
assisEnco reported on

"E Bdd ines 11 and 12a

Ta Curmant quarior's fractions of cents  _
Tb Curment quarier's sick pay
Ta ﬁm:ru-tmﬁaciuhmlmﬁn:ﬂmmiﬁhml Ll

Td TOTAL ADJUSTMENTS. Combina all amounts on fines Tathrough 7o . _ _ . _ .
B Total tanes after adjustmaents. Combina [nes 8 and 7d

i1 Tokal its for this , inchudi
Fﬁ";"&"“ﬁ.."? b g sl g g e
mi -

1Za COBRA promium assistance payments [seo instructions] . _ _
ided COBAA prosmium
4 ittt I

For information on how o pay, sea the instructions.
16 Owarpayment. ¥ ng 12 is mora than ina 10, write tha

= Yo MILUST complate both pages of Form 041 and SIGN &

Form G.X or

7 CURRENT QUARTER'S ADJUSTMENTS, fior Tm‘:h. a fractions of cents adjustmant.

9 Advance samed moome oradit (EIC) payments made fo employees . . . . . . | L

10 Tokal tames aftor adjustment for advanos EIG fine 8 -ne 8= lime 10) . - . . . . .
ied firom a

<

14 Balanco dug. H line 10 s moee than line 13, write the difsencs here © . 0 0 © - L

Enter the total
Advanced
Earned Income
Credit paid to all
participants’
employees in the
quarter.

Perform the
calculation
shown and enter
the result in 10.

For Privascy &ct and Paporsork Reduction &1 Molice, soo b of Tw Payenior o b Cat.

™

. ] Enter total
Apply to nat ratun deposits made
Sard a rafund. f

o this quarter

Complete lines

12a, 12b and 13
per instructions.

If a value is
entered in Box
14, the Agent
has not yet
deposited taxes
to fulfill its
liability. See
instructions and
make payment
as soon as
possible to avoid
penalties and
interest.

If a value is
entered in Box
15, the Agent
has deposited
more tax than is
due. The Agent
can apply the
over-deposited
tax to a future
return or request
that the US
Treasury send a
refund check.

Example of Second Half of Page 1 of IRS Form 941
Used for Fiscal/Employer Agent
to File Employers’ Quarterly Tax Return in Aggregate

using EFTPS, an

8109 Coupon or
other method.

Ensure this
value includes
any
overpayments
from a prior qgtr
or 941X.
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If Fiscal/Employer Agent represents

participants in only one state, enter

state abbreviation. If multiple states,
enter “MU."

Enter Fiscal/Employer
Agent's name and EIN as
recorded on Page 1 of
Form 941.

lore =3 e e

Part & Tl n aboul your depoell scheckils and bx Eabilfly for T quarier.

|::.l|n.| ﬁr“tﬁ‘!”.w“lrﬂﬂﬂ“hﬂd-“':fl EETRE Y 2 han ule deccador, ame Pul §5

Wres e wivis stbrewatin kor s mals wtees rrad & pmsrd spemite D8 wris "W L7 H s
1I-DD ot N TN Eirae - - —
i l:h:t:nl:D e ] i e Hhan S2LED]. G i P

El Touwars 5 manhiy ached uls depcador kor B svare quorser. Enler = ity
far sach mork. Than ge bz Farl 4 —

Tm kabildy: Mot 1 I

I
— s I
I

Terial for i I ITaHn-lm-h‘ll
Tnbuiiry

Tou s 3 Aahuedua d  off him . Corpaie Schenlve & o i
Fepoe! of T Ly for Seermeaah iy d wimch & b= Fame e

Part 3: Toll e skl your Beminsen. H o queationd oss HOT apply o your Easinse, kyes L bink

W 1 yoar bhosrem bas comen or you eoped Sy e
oriar w Fral cie you s g

or any

1F M oo wre ool plossr and Fau da el hove i e o el ke
Faril & oy we apsah willh pour S -parky o ssigree?
Ce v wut ko sliow an smplowss. 3 pad be: preparst. o snober pamon | decue iz relum el e RS S e rouooes
o iy

Ovm Comagressy raTe S phors mursar I I b | I

Zeaimct: 8 2ol Prrsorsl idarddic stion Mumisr [P oo wian bellong b ofe B D DD D D
Ose

Farf & Sign hers. Tou MUST compisis kol pages -of Form 341 and 50N i

Urein porafae o parery, | dicies Bl | s s b e DAY haie e thirers, B iz iy e of ey irevincge
el b, £t e m corpiin. Tecarston of rapans o Sar e = o o ol moewion of wheh pasmn b s Eroaisdge.

\_

\

Agents are either
monthly or semi-weekly
depositors. Itis critical to
deposit per the correct
schedule to avoid
penalties and interest.
See Publication 15,
Circular E for information
on when to deposit. If
the Agent is a semi-
weekly depositor,
Schedule B must be
completed.

Complete Section 17 per
instructions. Note that
the Agent's tax liability

for a time period and the

tax that was actually
deposited for the time
period may be different.
Report liability, not
deposits, in this section.

If the Agent will not serve
as an Agent after this
quarter, check the box

on 18 and enter the last
date that wages were
paid to participants’
employees.

X — i el I
s I:I :-.::-p-.:m-.I | I
Pk praparers (ea oy Crach f you are wll-ampiyad -0
ey | | = |
s s | I
et | | — |
A rocm | | Fos | |
cy [ | mae ] v | |
g T o Tl Faw 1

Example of Page 2 of IRS Form 941
Used for Fiscal/Employer Agent
to File Employers’ Quarterly Tax Return in Aggregate

Complete Part 4 per
instructions. Complete
Schedule B if Agentis a
semi-weekly depositor

and submit both pages of
Form 941 and any
schedules to the IRS
based on Agent's
location:
hitp://www.irs.gov/file/arti
cle/0,,id=111163,00.htm|
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Complete with Fiscal/Employer Agent's separate EIN.

Check a box here as applicable.

\ \

== 940 for 2008: En&lu}rer's Annual Federal Unemployment (FUTA) Tax Retuml 850108

Daparimant of the Traasury — infemal Revanua Senvos OME No. 1545-0029

| O O
Name fnaf your rage name) |Fi5|::aI|'Emplu:.rer Agent's Name | I:l o Amended .

| | Os
| | O
|

[EIN)
Empioyer identification number

Trade name i s | Complete if Applicable Successor employer

Address FiscallEmployer Agent's Address

umbar e

No payments to employees
in 2008

Final: Business closad or
stopped paying wages

Suffs of room number

[Ja

==

ZIF coda

oRy
ead the separale iNsUchons Defore you Tl out this form. Flease type of print within 1he Dowes.

Part 1: Tell us about yo :
If you were required to pay your state unemployment tax in .

0

1

1a One state only, write the state abbreviation .
-0OR -
ib More than one state (You are a multi-state amployer) _

If the Agent
represented
employers in
multiple states,
enter “MU” and
complete a
Schedule A. If the
Agent only served
employers in one
state, enter that
state in la.

Enter total gross
wage payments
made to all
employees paid by
the Agent in the
calendar year.

.~

Skip line 2 for 2008 and go to line 3. |
2 I you paid wages in a state that is subject to CREDIT REDUCTION . . . . . _ . 2 I:l ¥ F t5 &
Part 2: Determine your FUTA tax before adjusiments for 2008. If any line does NOT apply, leave it blank. =
3 Total payments to all employess - e e e oo - | L] |
4 Payments axempt from FUTA tax .- . 4 | . | \
Check all that apply: da || Frings bensfits dc [ RetirementPension  4e [¥] Cther
4b |:| Group-term e insurence 4d D Dependent care
5 Total of payments made to each amplugroe in excess of | |
sTo000 . . . . o . . . - 5 -
6 Subtotal lined +lne 5=l @ . . . oo e o e oo Lo f.l| L] |
T Total taxable FUTA wages (line 3 -lineS=06ne 7y . _ _ . . . _ _ _ . _ . _ . T | L] |
8 FUTA tax before adjustments (ine 7 < 008 =line ® _ _ . _ _ _ _ _ _ _ _ _ . ! | . |
Part 3: Determine your adjustments. If any line doas NOT apply leave it blank.
9 K ALL of the taxable FUTA wages you paid were excluded from state unemployment tax, | |
multiply line T by 054 {lina ¥ = .054 = line 9. Thengo toline 12 .| . . _ _ _ . _ . ] L]
10 K SOME of the taxable FUTA wages you paid were sxcluded from state unemployment tmt
OR you paid ANY state unemployment tax late (after the due date for filing Form 240), fill out | |
the worksheet in the instructions. Enter the amount from line 7 of the worksheet onto line 10. . 10 L]

Sltlp line 11 fuerGE-anl:l go to line 12.

iaa

11 K cres

I-'"|ll: DN app

Enter total gross
wages exempt
from FUTA. This
IS wages paid to
employers who do
not pay sufficient
wages to be FUTA
liable and wages
paid to certain
Family Employees
(see IRS Pub. 15).

el .|

Follow instructions
to complete and
perform
calculations in
Boxes 7 through

12 Total FUTA tax after adjustments ines 8 + 9+ 10+ MM =lime 12} . . _ _ _ _ _ _ .

13 FUTA tax deposited for the year, including any payment applied from a prior year . _ - 13 | L] |

14 Balance due (If line 12 is more than ine 13, entar the differance on line 14.)
& |f line 14 is mora than $500, you must deposit your tax.
® [fline 14 is $500 or less, you may pay with this return. For more information on how to pay, see | |
the separate instructions _ - - o .o oo 14 L]

15 Owerpayment (If line 13 is mosa than line 12, enter the difference on line 15 and check a box | |
below) . . . . _ . . . oL L _ oL e oL _ 18 L]

Check one: I:I Apphy to newt retum.

p= fou MUST fill cut both pages of this form and SIGHM it Send a refund.

For Privacy Act and Paperwork Reduction Act Notice, see the back of Form 840-V, Payment Voucher.  Cat Mo 112340 rom 940 zoog

Example of Page 1 of IRS Form 940
Used for Fiscal/Employer Agent
To File Employers’ Annual FUTA Tax in Aggregate

15.
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Complete with Fiscal/Employer Agent's name and separate EIN.

/ \

Employar arcatior o [EM)

16 Feport the amount of your FUTA tax iability for each quartes; do MOT enter the amount you depasied. If you had no lability for

a quarter, leave the lina

168 ist quarter (January 1 - March 31) . - . . . .
160 Ind quarter (Bprl 1 -Juned). . . . . . . .

16c 3rd quarter (July 1 — September30) . _ . . _ .

16d 4th quarier [October 1 — Deoember 31

17T Total tax Eability for the year {inea 162 + 185 + 18z + 16d = line 17} 47 | L

- sl .|

«—

- el .|
R

soa | -l

Taotal must equal line 42,

Part 6: May we speak with your thind-party designes?

T%eymwantln allow n employes, 3 pakd t8x preparer, of another person to discuss this retumwith the IRST See the Instuctions

O yes. Desigrse’'s name and phons rumiber

N T |
‘Sedeot o G-digit Pemonal Identification Mumbsr (FIN) to use when talking 1o RS I:I I:I I:I I:I Ij\

: Sign here. You MUST Tl out both pages

Undsr peraltiss of perjury, | declare that | have sxamined this rstum, including sccompanying schedulss and stntsmsnts, and o
the ket of my knowledge and belisf, it in tne, comect, snd complets, and that no part of any payment made to o otede
uresmployment fund climed as a orsdit wes, or i fo bs, dedusted from the payments mads 1o smployess. Declormton of
preparer (other than texpayer] is based on all information of which preparer has any knowledges.

Sign your
name here

Prinit your |
naumis s

i N\
e [\ |

o

Hest dayfime phone | I - |

Paid preparer's use only

Chack #)gu are seti-amployed . . [

Enter the Agent's
aggregate liability for
each quarter.
Remember, for
participants that
become liable in a
quarter after the first
quarter, the
participant’s annual
wages through the
quarter in which the
participant becomes
liable are liable for
FUTA.

If the Agent has a third
party designee with
whom the Agent
permits to discuss this
return on the Agent's
behalf, enter the Third
Party Designee’s
information in Part 6.

\

The preparer of the
return must sign in Part
7. Note that the
signatory declares that
FUTA tax has not nor
will be withheld from
employees’ wages.
FUTA is an employer
paid tax and must not
ever be withheld from
employee wages.

Example of Page 2 of IRS Form 940

Used for Fiscal/Employer Agent

To File Employers’ Annual FUTA Tax in Aggregate
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Complete with

Complete with

Gross wages paid to employee

Federal Income Tax withheld

Fiscal/Employer Agent : i employee for services to participant for employer/employee
separate EIN. SSN. employer listed in Box C. relationship.
;
22222 a Employee’s social seciMity number
OMB Mo. 1545-0008
b Employer ijntificaﬁon riumier [EIN) 1 Wages, 1i! other compensation 2 Faderal incoma tax withheld A / Enter the Wages

¢ Employer's name, address, and ZIP code

3 Social security wages

Social security tax withheld

5 Medicare wages and tips

Meadicare tax withheld

7 Social security tips

Allocated tips

d Control number

8 Advance EIC payment

Dependent care benefits

@ Employee’s first name and initial Last name Suff. |11 Mongualified plans \ i12a
N
SRR ET BN\
. (11 g
g 14 Other 2o

f Employee’s address and ZIF code

5 RO0 s |8 00 Ok |8 00—

subject to Social
Security taxes in
Box 3 and the
Social Security Tax
withheld in Box 4 for
the employer/
employee
relationship. Do the
same for Medicare
taxes in boxes 5
and 6. If the
employer was
served by only one
F/EA during the
year, Box 3 and

15 State Employer's state |0 numbsar 16 State weges, tips, sic. | 17 State income tax 18 Local wages, tips, efc. 19 Locsl incoms tax 20 _:c-aw BOX 5 must not be
g D greater than $0 but
| T~ less than $1700.
- Wage and Tax \a Department of tiJreasury—Internal Revenus Service
Form w 2 Statement D D q Enter Advanced
Earned Income paid
Enter all In Box 15 A, enter the Enter State and Local to the employee for
Enter Agent’s applicable state(s) in which the wages and withheld the
Name “for emplovee participant employer paid income tax for this employer/employee
i i P y, State Income Tax for the employer/employee relat|onsh|p, as
<<Participant f t ; o applicable
Employer's Information. employee on this Form relationship. PP :
W-2. Enter the
Name>>", then participant employer's
enter Agent's individual State Income

mailing address

associated with

Agent’s separate
EIN.

Tax withholding account
number unless the Agent
has an arrangement in
the state to file and pay
State Income Tax
withholding in aggregate.

The Fiscal/Employer Agent must issue a separate Form W-2 for each participant
employer/employee relationship. If, for example, an individual employee works for three

different participant employers, the employee must receive three separate Forms W-2.

Each W-2 represents the wages paid by and taxes withheld for each individual

employer/employee relationship.

Example of IRS/SSA Form W-2

Used for Fiscal/Employer Agent
To Report Employee Tax and Wage Statement to
Employees, IRS/SSA and States
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