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REPORTING REQUIREMENTS RELATED TO
THIRD PARTY PAYMENTS OF SICK PAY

The purpose of this release is to facilitate the preparation of reports required for payments of sick pay paid
by a third party.

GENERAL OVERVIEW OF SICK PAY

Sick pay is subject to withholding taxes and is treated, for the most part, as a component of “regular”
wages paid throughout the year. Sick payments are subject to Social Security and Medicare tax, Federal
unemployment tax, and withholding of Federal income tax. Sick pay is also included as wages for
purposes of some states’ unemployment tax computations.

An employer who makes sick payments directly to its employees will treat such payments as regular
wages. The employer will withhold and remit the proper taxes, and report the proper amounts on the
employee’s Form W-2. These rules become more complex when the payer of sick pay is a third party (for
example, a Health and Welfare Fund).

FEDERAL INCOME TAX WITHHOLDING

Sick pay recipients may have Federal income tax withheld from payments received. If there is a
provision in a collective bargaining agreement specifying the amount of Federal income tax to be
withheld from sick pay, those provisions should be followed. If no such provision applies, the recipient
may file Form W-4S (See EXHIBIT 1). Such withholding may not fall below certain minimum amounts
explained under “Amount to be Withheld” in EXHIBIT 1.

SOCIAL SECURITY AND MEDICARE TAX - WITHHELD PORTION

Social Security and Medicare tax must be withheld for payments made within six calendar months
following the month in which the payee last worked. It is possible that the reporting period might cover
two calendar years. For example, if an employee last worked in November 2011, you will have to begin
withholding FICA tax in December 2011. A W-2 will be issued for 2011. Additional sick payments
made in 2012 will be subject to FICA withholding until the employee has been paid a total of six months
of sick-pay benefits. After six months, withholding on subsequent payments is no longer applicable. A
W-2 for 2012 will also be issued. The withholding rate for 2011 is 4.2% for the Social Security portion
on a maximum wage base of $106,800 for the first six months and 1.45% for the Medicare portion with
no maximum wage base. For 2012, the Social Security rate is 4.2% on a maximum wage base of
$110,100 and 1.45% for the Medicare portion. Once compensation (including sick pay) exceeds the
applicable wage base, no further tax needs to be withheld.

SOCIAL SECURITY AND MEDICARE TAX - “EMPLOYER’S SHARE”

As with regular wages, the employer must match the amount of Social Security and Medicare tax
withheld from sick pay and remit the so-called "employer’s share” of Social Security and Medicare tax to
the Internal Revenue Service, along with the withheld amount. The employer's Social Security rate in
2012 remains at 6.2%. The employee's rate of 4.2% was temporarily extended until February 29, 2012.
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Unless legislation is passed to extend this for another year, the previous rate of 6.2% will become
effective as of March 1%,

Generally, a health and welfare fund is responsible for paying the employer’s share of Social Security and
Medicare tax unless the fund:

1) withholds the employee’s share of tax;
2) deposits the amount withheld on a timely basis; and
3) notifies the employer as to the amount of sick pay and the amount of Social

Security and Medicare tax withheld and deposited. This notice must be provided
within the time required for the deposit of the employee’s share of the taxes.

If the fund complies with the above, the employer will be responsible for matching the Social Security
and Medicare tax. Remember that the notification to the employer must be done on a timely basis.

FEDERAL UNEMPLOYMENT TAX

Sick pay payments made within six months following the calendar month in which the recipient last
worked will be subject to Federal Unemployment Tax. If the fund is liable for the employer’s share of
FICA taxes it must report and make quarterly FUTA tax deposits, if required, on the payments. The fund
must report amounts paid and taxes deposited annually on Form 940.

A special rule applies to sick pay payments made to employees by a third-party insurer under an
insurance contract with a multiemployer plan established under a collectively bargained agreement. If the
third-party insurer making the payments gives the plan (instead of the employer) the required timely
notice, then the plan must pay the employer’s part of the Social Security and Medicare taxes and the
FUTA taxes. Similarly, if within six (6) business days of the plan’s receipt of the notification, the plan
gives notice to the employer for whom the employee normally works, the employer (not the plan) must
pay the employer’s share of the Social Security and Medicare taxes and the FUTA taxes.

FORM 941 REPORTING REQUIREMENTS

When a health and welfare fund remits both the employer and employee share of the Social Security and

Medicare tax, there is no special treatment required on Form 941. The sick pay is treated as a component
of compensation. EXHIBIT 2 is an example Form 941 for a fund (third party) that pays both parts of the
Social Security and Medicare tax.

When the employer’s share of the Social Security and Medicare tax is not to be paid by the fund, Form
941 should be filed as shown on EXHIBIT 3. Line 8 of Form 941 is used to adjust the employer’s share
of the FICA tax.

EXHIBIT 4 illustrates the employer’s Form 941 when the payment of the “employer’s share” of Social
Security and Medicare tax is passed on from the welfare fund. The amount on Line 8 of EXHIBIT 4
represents the FICA tax withheld from sick pay by the welfare fund. The net of line 6e minus 8 of
EXHIBIT 4 represents the “employer’s share” of FICA tax passed on to the employer from the welfare
fund.
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ANNUAL REPORTING REQUIREMENTS

If the fund (third party) elects to pay the “employer’s share” of the Social Security and Medicare tax, it
must give each sick pay recipient a Form W-2 by January 31, 2012. Also, the fund must submit Copy A
of Form W-2 along with Form W-3 to the Social Security Administration by February 29, 2012. These
forms are prepared as if the fund was the employer.

If the fund passes on the employer’s share of Social Security and Medicare tax to the employer, in
addition to the timely interim notices previously discussed, it must give that employer certain information
by January 15, 2012 (See EXHIBIT 5 for a sample transmittal). For each employee who received sick
pay during the preceding year, the fund must provide:

a) the employee’s name;

b) the Social Security number of each employee who had any income or Social Security and
Medicare taxes withheld;

c) the amount of sick pay for each employee;

d) the amount of income tax withheld, if any, and the amount of Social Security and
Medicare taxes withheld.

The employer must then either include these amounts on the recipient’s Form W-2 or issue a separate
Form W-2 for these payments and mark the third party sick pay checkbox in Box 13. If there is any
income tax withheld on the payments, the employer should show that amount on Lines 2 and 14 of Form
W-3 and mark the third party sick pay checkbox in Box b of the W-3. Otherwise, the employer’s annual
reporting is prepared in the usual fashion (See EXHIBIT 6).

The fund (third party payer) must also file Form W-3 along with a “Recap” W-2. The W-2 should show
the following (See EXHIBIT 7):

o total income tax withheld on all sick pay (Box 2);
o total sick pay paid to all recipients during the year (Box 1);

o the total amount of Social Security and Medicare tax withheld from all recipients (Boxes 4
and 6, respectively):

o the words “Third-Party Sick Pay Recap” (Box e);
e the third party sick pay checkbox (Box 13) must be marked; and

o the total of all sick pay subject to Social Security and Medicare tax (Boxes 3 and 5,
respectively)

The third party payer attaches the third-party sick pay recap Form W-2 to a separate recap Form W-3, on
which only boxes b, ¢, e, f, g, 1,2,3,4,5,6 and 13 are completed. Enter “Third-Party Sick Pay Recap” in
box 13. Box 14 is used by the employer to reflect the withholding remitted by the third party payer
(Health & Welfare Fund).
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All W-3 and W-2 Forms must be filed with the Social Security Administration, Data Operations Center,
Wilkes-Barre, PA 18769-0001. If you file by “Certified Mail”, change the zip code to 18769-0002. If
you do not use the U.S. Postal Service to deliver your forms, use the following address:

Social Security Administration
Data Operations Center

Attn: W-2 Process

1150 E. Mountain Drive
Wilkes-Barre, PA 18702-7997
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AMOUNT TO BE WITHHELD

e W=-4S

DCispartment of a Treasury
Infamal Faven.a Sandce

Request for Federal Income Tax
Withhelding From Slck Pay

* Give this form to the third-party payer of your sick pay.

EXHIBIT 1

OMB Na. 15650074

2012

Typsar print your Tret rameand micde nial, Last rama

Your secll sscurity number

Fom= address (Umber orvd sirest or rural rouis)

CHy or town, stats, and ZP code

Cialm or identification number [if any)

| request Tedaral NCOme tax withhaldng from rny e pa;.- pnmm Twari e fammng EMOUT 0 D whihed Tam

each payment. {See Workshest balow ) %

Employea's slgnature = Duata =
Baparate here and ghva the top part of this form to the payer. Ksop tha lower part for your ds.

Worksheet (Keep for your ecorde. Do not sand to the Intemal Revenue Sarvice.)

1 Enter amount of adjusted groes Income that you expact In 2012 . 1
2 i you plan to hamize daductions on Schadule A [Form 1040, anter the estimated total uT]lnur daductions. Ifyc-u
o0 not plan to Hemize deductions, ertar the stAndard daducton, Inciudng addiional emounts for age and

blndness . @

3 Subtract Iine 2 from Iina 1 s 3

4 Exemptiore. Muliply 3,800 by tha mmmra‘rparanna] mmm 4

§ Subtract Iine 4 from Ina 3 s 5
8 Tax Figuna your tax on line § t:g-ualngma 21:|12 Ta:-c Hata Scna-dula}t 1r' nrz-:-n pnga 2 Dc- n-:rt usa ma Tax

Table or Tax Aate Schedule X, ¥, or £ nthe 2011 Form 1040, 10404, or 1040EZ Instructions i o4 B

7 GCredts [child tax and highar education cradits, credit for child and dependant cara expenses, ate] . . . . | 7

8 Subtract line 7 from Ina & B
@ Estimated fadaral Incoma tuwrl:rhald nrm b-a Mﬂ'lhald fmm -:dhar BOUMCES |:|ncIu:|In|;| EI'I1IZIIJI'I'|:E- 'Htrhald d.lB‘h} a

prior Fam W-45) during 2012 or pald or to ba paid with 2012 estimatedtex payments . . . . . . . . | @

10 2ubiract line 9 from lina 8 i s jiv]

11 Enterthe number of sick pay pnrrnante. yau amactm racah.la mayeam wnu:n 1115 an-n 'N--!S wll Elppijl Lo
12 DMde lina 10 by line 11. Round to tha nearest dollar. Thie | the amount thet shoukd ba whhheld from each slck
pay payment. Ba sura It meats the requirements for the amount that shoud be withneld, Bs explained under

Amount o be withien? below. 1Tt doss, antarthls emounton Form W-dSebowa . . . . . . . . . . 12

General Instructions

Purpose of farm. Gha this farm to the third-party payer of yoursick
pey, Buch a5 an INBUraNce company, If you wart federal Income e
withhald from the paymants. You are not required to have Tederal
Incomea tax withhekd from sick pay palkd by a third party. Howsver, If you
choosa to request such withholding, Imtamal Revenue Coda sactons
3402(0) and 6108 and thalr regulations require you to provida the
Irfommation requested on this form. Do not use thie Torm I your
amployar (of tts Bgent) makas the paymants bacauss amployers ars
aready required to withhold federal Income tex from slck pay.

Mota, If you racela BICk pay under a collsctive barganing agreameant,
289 YOLr Unlon represantative or amployer.

Dafinttion. Sick pay |8 8 paymant that you recatve:

= Lindar & plan ta which your amployer & 8 party and

= In placa of wages for any period when you arne temporarly abesrt from
wark becaues of your Bicknags or Injury.

Amount to e withheld. Emter on this form the amount that you wart
withhalkd from aach payment. Tha amount that yau anter

= Must ba In whole dollars (for exampla, $35, not $34.50).

= Must b= at least $4 per day, $20 per wesak, or $88 per month besad on
your payroll perod.

= Must not reduce tha net amount of each sick pay payment that you
recalva to less than 10,

For paymerts larger or smalar than a raguiar ful paymant of slck pay,
this amount withibaid will B In the same proportion & your ragular
withhalding from slck pay. For examipla, i your regular full payment of
§100 8 week nomaly has $26 [25%) withhal, than $20 [25%) Wil be
withhald from a partial payment of $80.

Cautlon. You may be subjact to a panalty If your tax paymants ourng
thi yaer are not st least 90% of the tax shown an your tes retum. For
exceptions and detalls, sea Pub. 505, Tax Withhalkdng and Estimated
Tax. ¥ou may pay tee during the yaar through wittihoiding or estimeted
tax payments or both. To avold B penatty, make sure that you hava
enough tax withhald or maka estimatsd tBx payments using Form
1040-E8, Estimated Tax far Individuals. Yiou may estimate your federal
Income tax Iakiity by using the waorkshest abova.

{Eontnuad on back)

For Paparwork Reduction Act Notice, see page 2.

Cat. Mo, 10228E

Form W-48 zoiz
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AMOUNT TO BE WITHHELD

Fomn W-48 [2012)

EXHIBIT 1 CONTINUED

Fage 2

Sign this form. Form W-43 18 not valld unkees you sign it

Statement of Incoma tex withheld. Afterthe and of the year, you will
recalve & Farm W-2, Wage and Tax Statamant, reporting the taxable
sick pay pald and federal Income tex withheld during the yaar. Thase
amaunts are repotad to the Intermal Revanus Sendce.

Changing your withhalding. Form W-43 remains In effact urtl you
change or revake it You may do this by giving & new Farm W-45 ora
written notics to the payer of your elck pay. TO rewols your presiols
Fom W-45, complets a new Form W-42 and write "Rewokad” In tha
maoney amount boo, slgn it, and give i to the payer.

Specific Instructions for Worksheet

¥ou may usa the workehast on pege 1 to estimate the amount of fedaral
Incoma tax that you want withheld from each sick pay payment. Lisa
yaur tax returm for kst yaar and the wokshest as 8 basls for sstimating
your tax, tax credits, and withholding for thils year.

Yioul may not want to Uss Form W-45 If you already Fave your tofal tax
oowared by astimated tax paymerts ar othar withhokding.

I you expsact to T1e & joint returm, ba sura ta Inchuda the Ncome,
deductiong, cradis, and payments of bath youreelt and yoLr Bpouse n
Tiguning 1he Bmount wou want wihheld,

Cautlon. If any of tha emourts an the wankshest changs efter you ghve
Form 'W-45 to the payar, you hould UBe 8 new Form W-43 to requast a
change Inthe amount withhald.

Line 2—Deductions

Standard deductaon. For 2012, the standard deduction amaurts ara:

Flling Status Do
Marmiad filing jointty or qualtying widowrar . . §11,ar
Head of housshold . $a,700¢
Snple or Mamiad ing aapnraial]' $5,950°

*Ifyou are aga &5 or oldar or blind, add 1n1ha Btan‘lsn:l deduction
amaunt the addiiona amount that apples to you Bs shown in the next
paragraph. H you can be claimed s 8 dependant on anothar parson's
retum, Bee Limied standand daduciion fov dapandsia, iater.

Additional amownt for the efdeny or biind. An additional standand
deduction of $1,150 Is alowead for 8 marmad Individual Mling joirtty or
sepanately] or qualiying widowyar) wha 18 65 or clder or blind, $23001F
65 ar older and bilnd. f both spousss are 86 or alder or bind, an
addfional $2,300 I8 dlowad on a jolnt return (2,300 on & separata
returmi it yiou can claim an axemption for your Bpouse). f both spousas
are 85 or aldar and blind, an addtional $4,600 ks allowsd on & |aint
returm ($4 800 on & separate retum Fyou can clalm an exsmption for
yOLr Bpouse). An addtional $1,450 |8 allowed for an unmamed Indvidua
[eingle or head of housahokd) who |8 65 orclder or blind, $2,900 If 66 or
oldar and bind.

Limited standard deduction for dependents. If you can bs clalmed
&8 4 dependant on ancthar parson's return, your stendard deducton s
the greater of (5] $960 or (b your eamad ncome plus $300 (up to the
regular standard deduction for your filing status). 1Ty ou are 85 of okdar
or bilrd, see Pub. 606 for additional emourts that you may clalm.

Certaln indivkdrals not eligible for standerd deduction. For the
Tolkcwing Indviduals, the standard deduction I8 Zero.
= & maried Indwidual Ming & separate return If efther spouse tamizes
deductions.

= A nonresident alen Individual.

= AN Individual Ting a retum for 8 pericd of lesa than 12 months
becalss of B changa In his or hier annual sccourting parkad.

Line T —Credits
Include on this Ina any tax credts that you ane antiled to claim, such as
the child tax and Righer education credie, cradit fior child and

dependant came axpensas, aamed Incomea credit, or credit Tor tha eldarly
orthe disabled.

Line 8 —Tax Withholding and Estimated Tax

Enter the Tederd Incoma tax that you expact wil be withneld this year
on Income othar than sick pay and any payments made of to ba mada
with 202 estimated tax payments. Includa any Tederal Incoms ta
aready wihhald orto ba withheld from wagee and parslarns.

Future developments. Tha IRS has created & paga on IRS.gow for
Informetion about Form $W-45 and 8 Instructions, at www.irs. powwda,
Infommation about Bny future developments affacting Farm W-45 (such
&% lagislation enactad after wa relaass ) wil ba posted on that page.

2012 Tax Rate Schedules

Schedule X—S5ingle Schedule Z—Head of household
Ifline 5iis: The taxis: of the I line 5 iis: The tax is: of the
But not Bt not amount
e — Ve — OVE — Cver — avsr— OVEr —
0 2700 0+ 10% 0 $12400 0+ 10% 50
&,700 35,350 $870 + 15% 8,700 12,400 47,380 §1.240 + 15% 12,400
35,350 85,860 4.86T.50 + 25% 35,350 47,350 122,300 6.452.50 + 25% 47 350
B5,650 178850 1T A42.50 + 28% 85,850 122,300 198,060 25,220 + 28% 122,300
178,650 368,350 4348250 + 33% 178,650 188,050 388,360 46,430 + 33% 198,050
388,350 andgreater  112,683.50 + 35% 368,350 388350 and greater 100,220 + 35% 388,350
Schedule Y-1—Marmied filing joinfly or Qualifying widowler)] Schedule ¥-2—Married filing separately
I line 5 is: The tax is: of the H line 5 is: The tax is: of the
But not amount Bt not amount
Over— Ve — OVE — Over — avsr— OVEr —
0 §17.400 0+ 10% 50 0 $8,70 0+ 10% 50
17 400 70,700 §4,740 + 15% 47,400 &700 35,350 $870 + 15% 8,700
70,700 142,700 8,735 + 26% T0, 700 35,350 71,360 A.B67.50 + 25% 35350
142,700 7450 27,755 + 28% 142,700 71,350 108,725 13,867.50 + 28% 71350
217450 368,350 48,665 + 33% T 450 108,725 194,175 24,3532.50 + 33% 108,725
388,350  and greatar 105,062 + 35% 368,350 184,175  and greater 52,53 + 35% 194 AT

Paparwork Reduction Act Motice. Wa ask for the Information an thils
form to carny out the Imtermal Aevanues laws of the Unitad States.

“foul are not required to provide the Information requastsd on 8 Torm
that I8 subject to the Paparwork Aeduction Act urless the form displays
avalkd OMB cortrol number. Bookes o racords releting to a farm or tte
Ir=tructions must be retalned as long as thalr contents may bacama
material In the adminlstration of any Intermal Revanue lew. Genarally, tax

returrie and return Infomation are comfidantial, &5 equirsd by Cada
saction 8103.

The average tima end expersas required to complata and flla this
form wil wary dapanding on Indivicuel clrcumstances. For estimated
EWarages, Bea the Instructions foryour INcome f8x returm.

It you have suggestions for making this farm simpler, we would bs
happy to haar from you. Sea the Neructions for your Income e ratum.
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THIRD PARTY PAYS BOTH PARTS OF FICA TAX

=n 941 for 2011 Employer's QUARTERLY Federal Tax Return

(FEv. Jansary 2011) Department of the Treasury — Internal Revenue Service

EXHIBIT 2

9501LL

OMB Mo, 1545-0023

e eyer ientificatonmumeer 36-1231231

Hame jot your rade namsy AEC WELFARE FUND

Trade name 7y

agaress 2 NOBTH FIEST AVENUE

Mumber vt St o rosm ruTmzeE
CHICAGD Il a0601
=7 — Focam

Rerd the separate mstructions before you complete Form B41. Type or print within the boxes.

Repaort for this Guarter of 2011

[Check ane.)

I:l 1: Jenuary, Febrsary, Marah

[ 2 april, May, dune

[ 3 dudy, Bugust, S=ptember
[Z] #: Cotober, Hovember, Deoember

Pricr-year farms are svailsble at
www. imgovformB341.

An=swer these qUeshions 101 this quarter.

1 Humber of employces who received wages, tipe, or other compensation for the pay period
including: Mar. 1.2 (Quarter 1), Jwne 12 {Guarter 2), Sept 12 (Guarter 3), or Dec. 7.2 (Quarter 4)

2 Wages, tipe, and other compensation
3  Income tax withheld from wages. tipe, and other compenzation

4 N nowages, tips, and other compensation are subject to social security or Medicare tax

|
2 10,000«
3 1,000«
[ cneck ana go to line 62

Column 1 Coluwmn 2
5a Taxable social sccurity wages 10,000. x . 104 = 1,040.00 Far 2041, the employes social security
i B tax raie in 4.7% and the Medicars tax
Gb Taxable social security tipe . . . w. 104 = . rate is 1.40% . The employer social
ity Sax rae i 5.2% and th
Sc Taxable Medicare wages & tips. 10,000, » 028 = 280.00 e ton e 1 A

Add Cojumn 2 line 5a. Cofumn 2 line 5b, and Cofurmn 2 line 5c

Section 3121 §g) Notice and Demand—Tax due on unreported tipe jses instructions)
Reserved Tor future wee.

g 25 2

sa| 1,330.00 |

5e| - |

e Do Not Comiplete Lines 6a-6d

Gc  Reacrved for fulurs wee.

6c Total taxcs before adjustments jadd lines 3, 5d, and 5g) . 5¢| 2,330.00 |

7  Current quarter's adjustment for fractions of cente . 7 .

8  Current quarter's adjustment for sick pay . 8 .

9  Cumrent quarter's adjustments for tips and group-term lite insurance k1 .
10 Total taxes after adjustments. Combins lines Bs through 8 10 2,330.00
11  Total deposite, including prior guarter overpayments 11 2,330.00
12a COBAA premium assistance payments (ses instructions) I F| .
12b  Mumbser of individuale provided COBRA premium assigtance . I:I
13 Add lince 11 and 12a . 13 2,330.00
14 Balance due. ¥ line 10 &= more than line 13, enter the differenos and ses instructions .. 14 .
15 D'll:l'pljﬂ'lm‘t.HIinn1EIi:mmihnnlhn1&mhdiﬁﬂwn:lﬂhmknmnkp&hmm DM-mﬁnl.

W ¥ou MUST compicts both pages of Form 941 and SIGN it.

For Privaoy Ast and Paperwork Reduntion Aot Notioe, see the book of the Payment Vouwoher.

Form 941 Rev. 1-2011)
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THIRD PARTY PAYS BOTH PARTS OF FICA TAX
EXHIBIT 2 CONTINUED

9502LL
Wame mof your Tage namey Employer iderkmication ramber (EIH)
LABC WELFARE FUHD 36-1231231

Tell us about your deposit echedule and tax liability for thiz quarter.

If you are unsure about whether you are a monthly schedule depositor of a scmiweekly schedule depositor, see Pub. 15
(Circwar E), section 11.
- Wirite the state abbreviation for the state where you made your depogite OR write MU if you made your

16 IL deposits in multiple states.

17 Check one: [ | Line 18 on thin ratum io l=so than 52,500 o line 10 on the returs for the presedieg quarter was lzos than %2.600, and yeuw did not inour =
§100,0080 next-day depoait obligation during the gurrent quarker. IF you mest e de minimis excepion based on e prior quarer and line 10
for the cument quarier is §1053,000 or mone, you must prowde @ record of your fedeal tax ety IF you 2re 2 monthly schedule depositor,
compieis the depost schedule below; i you ane 2 semiwesily schedule depositorn, attach Schedule B (Form 541} Go to Part 3.

[F] vouwere a monthly schedule depositor for the entire quaner. Enter your &= lishility for sach month and toisl
limbility for the quartar, then go to Part 3.

Tax lability: Month 1 | T76.87 |
Monthz | 77657 |
Month3 | 77666 |
Total liability for quarter | 2,330.00 ITulnlmuslcq.nlli'-:‘lﬂ.

[0 vouwers a semiweekly schedule depositor for any part of thie quarter. Compleis Sohedule 8 Form 8471}
ARaeport of Tax Lishilty for Ssmiweekly Sohedule Depositors, and sttach it to Fonrm B41.

m Tell us about your business. If a question does NOT apply to your business, leave it blank.

18 H your businesz has clogsd or you stopped payingwages . . . . . . . . . . . . . . . []cheokhsre, and
antar tha final date you paid wages :
19 M you are a ssasonal Smployer and you do not have to file a return for every quarterof the year . . [ ] chook here.

May we speak with your third-party designea?
Do you want to allow an employes, a paid tax preparer, or another peroon to divsowoo this return with the TRS? See the instruations
for details.

DYW. Dwesignea’s nama and phone number I I I I

Selaot m 5-digit Personad Ident fication Number (PIN) fo use whan talking fo the IRE. I I

D M.

m Sign here. You MUST complete both pages of Form 941 and SIGH it.

Uniier penalties of pejury, | declkane that | hane examined this return, incuding accompanying schedules and statements, and to the best of my mowiedge
and befiet, it i e, comect, and compiete. Declaration of prepaner jgther than taxpayer) is based on all infommation of which preparer has 2ny knosiedge.

Print your
Sign your name hare I

name here Print your
titla hera I I
Dinfa : Eeat daytima phnnnl |

Paid Preparer Use Only Chack i you are sef-employed . . . [
Preparer’s nams | | FTIN | I
Proparar's sgnaturs | o [ ]
ot empiaged] | | en | |
Addrass | | Phong | I
City | Stabe ZIF pode | I
Fage 2 Form 941 Fev 1-2011)
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THIRD PARTY DOES NOT PAY EMPLOYER'S SHARE OF FICA TAX

EXHIBIT 3
=n 941 for 2011 Employer's QUARTERLY Federal Tax Return 950111
JRev. Jarsary 20117} Ciepartment of the Treasury — Inf=rnal Revenue Serics OB Mo, 1545-0023
[EH) o _ Repaort for this Guarter of 2011
Emgiloyer idendification number 56— 3453453 {check anc)
Hame jrot your e name) XY 2 WELFARE FUND [ 1: Jaruery. February, Marah
Trade name 2 [ 2 april, May, dune

[ 3 dudy, Bugust, S=ptember
4: Ootober, Movember, Depember

ssaress 2 SOUTH SECOND AVENUE

Mumber vt St o rosm ruTmzeE I .
CHICAGO IL__ 60602 ot o

Rerd the separate mstructions before you complete Form B41. Type or print within the boxes.
An=swer these qUeshions 101 this quarter.

1 Humber of employces who received wages, tipe, or other compensation for the pay period

including: Mar. 12 (Quarter 1), Jwne 12 (Quarter 2, Sept. 12 (Guarter 3), or Dec. 72 (Quarter 43 1 | I

2 ‘Wages, tipe, and other compensation . . . . . . . . . . . . . . . . . 2 .
3 Income tax withheld from wages, tips, and other compensation . . . . . . . . 3 1,000«
4 N nowages, tips, and other compensation are subject to social security or Medicare tax O cneck ana go to line 6e.
Column 1 Column 2
5a Taxable social sccurity wages 10,000. x. 104 = 1,040.00 Far 2041, the employes social security
Gb Taxable social security tipe . . . w. 104 = . ;T:::fmlfu?;u.::rdﬂm
Sc Taxable Medicarc wages atips. | 10,000, | x.0es- 200,00 | |mam e s e
5d Add Cofumn 2ling 5a, Coumn 2 line 5b, and Column 2line5e . . . . . . . . . Edl 1,330.00 |
e Section 3121{g) Notice and Demand—Tax due on unreported tipe fses instructions) . . Ecl . I
63 Reserved for fulure wee.
n
= e Do Not Complete Lines 6a-6d
6c Rececrved for fulure wee.
6c Total taxcs before adjustments jadd lines 3, 54, andBa) . . . . . . . . . . . . 5¢| 2,330.00 |
7  Current quarter's adjustment for fractioneofcente . . . . . . . . . . . . . T .
8 Current quarter's adjustment forsickpay . . . . . . . . . . . . . . . . 8 (Te5.00)
9 Cumrent quarter's adjustments for tips and group-term lite inswrance . . . . . . . 9 .
10  Total taxes after adjustments. Combine ines Bethrough® . . . . . . . . . . . 10 1,565.00
11  Total deposits, including prior quarter overpayments . . . . . . . . . . . . 11 1,565.00
12a COBAA premium assistance payments ses instructions) . . . . . . . . . . . 12a .
12b  Mumbser of individuale provided COERA premium assistance . . I:I
13 Addlinesidandd2a . . . . . . . . . . . . . . . . . . . . . . . 13 1,565.00
14 Balance due. ¥ line 10 is more than lins 13, enter the diference and see instructions . . . 14 .
15 D'll:l'pljﬂ'lm‘t.HIinn1EIi:mmihnnlhn1&mhdiﬁﬂwn:lﬂhmknmnkp&hmm DM-mﬁnl.
W You MUST compicte both pages of Form 941 and SIGN it.
For Privany Aet and Paperwork Reduntion Aot Notioe, cee the baok of the Payment Vouoher. Form 341 Few. 1-2011



DECEMBER 2011 LEGACY PROFESSIONALS LLP

THIRD PARTY DOES NOT PAY EMPLOYER'S SHARE OF FICA TAX
EXHIBIT 3 CONTINUED

950211
Wame mof o Tage namey Emplover iderkiication rmber [EIH]
XYZ WELFARE FUND 36—-3453453

Tell us about your deposit schedule and tax liability for thiz quarter.

If you are unzure about whether you are a monthly schedule depositor or a scmiweekly schedule depositor, ses Pub. 15
(Circwiar E), section 11.
- Wirite the state abbreviation for the state where you made your depagites OR write “MU™ if you made your

16 IL deposits in multiple states.

17 Checkone: []  Line 10 on thin refurn i koo than 52,500 or ling 10 on Bhe r2fum for the preseding quarter was l=os than 2,600, ard you did not inour &
§100,000 next-day depoait obligation during the ourrent quarker. I you mest e de mminimis excepfion based on e prior quarts: and line 10
fior the current quarier is 100,000 or more, you must provide @ record of your federal tax Fabilby. F you are @ monthly schedule deposibor,
compisie the depost schedule below; # you are @ semiweektly scheduls depositorn, attach Schedule B [Form 531} Go to Part 3.

[F] vou were a monthly scheduls depositor for the entire quarter. Enter your tex lishility for sach month and tofsl
limbility for the quarter, then go to Part 3.

Tax liability: Month 1 | 521.E?|
Monthz | 521.57 |
Month3 | 521.66 |
Total liability for quarter | 1,565.00 ITuhlmuslcq.nllii:m.

[0 +vouwers a semiweekly schedule depositor for any part of this quarnter. Compleis Sohedule 8 [Form 8471):
Aaport of T Lisbilty for Ssmiweakly Sohedule Depositors, and stteoch it to Fom B41.

m Tell uz about your business. If a question does NOT apply to your business, leave it blank.

18 Hyour businese has closed or you stopped payingwages . . . . . . . . . . . . . . . []cheokhers, and
antar tha final date you paid wages :
19 M you are a geasonal employer and you do not have to file a return for every quarter of the year . . [ Chook here.

May we speak with your third-party designee?
Do you want to allow an employe=, a paid tox preparer, or another peroon to divowso this return with the IR5? Gee the instruntions
for details.

DYm. Dwesignes’s name and phone number I I I I

Seloot a 5-digit Personal Identification Number [PIN} io use whan talking o the IRS. I I

DNn.

m Sign here. You MUST complete both pages of Form 341 and S1GN it.

Under penaities of perjury, | deckane that | hawe examined this return, including accompanying schedules and statements, and to the best of my mowiedge
and befiet, it i true, comect, and compiete. Declaration of prepaner fgther than taxpayer) is based on 2l informiation of which preparer has any knosiedge.

Print your
Sign your rama hare I

name here Print your
titla hera I I
Defa : Bt daytima phnnnl |

Paid Preparer Use Only Chack if you are self-employed . . . ||
Preparer’s nams | | PTIN | I
Proparors signaturs | | e [ ]
ot empiage] T | | en | |
Addrass | | Phona | I
City State :l ZIP code |
Fage 2 Form 341 Fev. 1-2011)
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DECEMBER 2011 LEGACY PROFESSIONALS LLP

EMPLOYER PAYS EMPLOYER'S SHARE OF FICA TAX

EXHIBIT 4
=n 941 for 2011 Employer's QUARTERLY Federal Tax Return 950111
JRev. Jarsary 20117} Ciepartment of the Treasury — Inf=rnal Revenue Serics OB Mo, 1545-0023
fE . ———— of 3
ientification number 36-5675675 ::::ET:::; thie Guarter of 2011
Hame jot your rade namey ACE COMSTRUCTION CO. [ 1: Jaruery. February, Marah
Trade name 2 [ 2 april, May, dune

[ 3 dudy, Bugust, S=ptember
4: Ootober, Movember, Depember

asaress 3 WEST THIRD AVENUE

Mumber vt St o rosm ruTmzeE I .
CHICAGO IL__ 60603 ot o

Rerd the separate mstructions before you complete Form B41. Type or print within the boxes.
An=swer these qUeshions 101 this quarter.

1 Humber of employces who received wages, tipe, or other compensation for the pay period

including: Mar. 12 (Quarter 1), Jwne 12 (Quarter 2, Sept. 12 (Guarter 3), or Dec. 72 (Quarter 43 1 | 2 I

2 'Wages, tipe, and other compensation . . . . . . . . . . . . . . . . . 2 10, 000 -
3  Income tax withheld from wagee. tipe, and other compengation . . . . . . . . 3 .
4 N nowages, tips, and other compensation are subject to social security or Medicare tax O cneck ana go to line 6e.
Column 1 Coluwmn 2
5a Taxable social sccurity wages 10,000. x. 104 = 1,040.00 Far 2041, the employes social security
Gb Taxable social security tipe . . . w. 104 = . ;T:::fmlfu?;u.::rdﬂm
Sc Taxable Medicarc wages atips. | 10,000, | x.0es- 200,00 | |mam e s e
5d Add Cofumn 2ling 5a, Coumn 2 line 5b, and Column 2line5e . . . . . . . . . Edl 1,330.00 |
e Section 3121{g) Notice and Demand—Tax due on unreported tipe fses instructions) . . Ecl . I
Ga Reserved for future wee.
n
= e Do Not Complete Lines 6a-6d
Gc  Reacrved for fulurs wee.
6c Total taxcs before adjustments jadd lines 3, 54, andBa) . . . . . . . . . . . . 5¢| 1,330.00 |
7  Current quarter's adjustment for fractioneofcente . . . . . . . . . . . . . T .
8 Current quarter's adjustment forsickpay . . . . . . . . . . . . . . . . 8 (SES.00)
9 Cumrent quarter's adjustments for tips and group-term lite inswrance . . . . . . . 9 .
10  Total taxes after adjustments. Combine ines Bethrough® . . . . . . . . . . . 10 TeS 00
11  Total deposits, including prior quarter overpayments . . . . . . . . . . . . 11 Te5.00
12a COBAA premium assistance payments ses instructions) . . . . . . . . . . . 12a .
12b  Mumbser of individuale provided COERA premium assistance . . I:I
13 Addlinesiiandi2a . . . . . . . . . . . . . . . . . . . . . .. 13 TES 00
14 Balance duc. i line 10'is more than ling 13, snter the difference and sea instructions . . . 14 .
15 D'll:l'pljﬂ'lm‘t.HIinn1EIi:mmihnnlhn1&mhdiﬁﬂwn:lﬂhmknmnkp&hmm DM-mﬁnl.
W You MUST compicte both pages of Form 941 and SIGN it.
For Privany Aet and Paperwork Reduntion Aot Notioe, cee the baok of the Payment Vouoher. Form 341 Few. 1-2011

11



DECEMBER 2011 LEGACY PROFESSIONALS LLP

EMPLOYER PAYS EMPLOYER'S SHARE OF FICA TAX
EXHIBIT 4 CONTINUED

950211
Wame mof o Tage namey Emplover iderkiication rmber [EIH]
ECE CONSTRUCTION CO. 3E6-S5675675

Tell us about your deposit schedule and tax liability for thiz quarter.

If you are unzure about whether you are a monthly schedule depositor or a scmiweekly schedule depositor, ses Pub. 15
(Circwiar E), section 11.
- Wirite the state abbreviation for the state where you made your depagites OR write “MU™ if you made your

16 IL deposits in multiple states.

17 Checkone: []  Line 10 on thin refurn i koo than 52,500 or ling 10 on Bhe r2fum for the preseding quarter was l=os than 2,600, ard you did not inour &
§100,000 next-day depoait obligation during the ourrent quarker. I you mest e de mminimis excepfion based on e prior quarts: and line 10
fior the current quarier is 100,000 or more, you must provide @ record of your federal tax Fabilby. F you are @ monthly schedule deposibor,
compisie the depost schedule below; # you are @ semiweektly scheduls depositorn, attach Schedule B [Form 531} Go to Part 3.

[F] vou were a monthly scheduls depositor for the entire quarter. Enter your tex lishility for sach month and tofsl
limbility for the quarter, then go to Part 3.

Tax liability: Month 1 | 255.IIIEI|
Monthz | 255.00 |
Month3 | 255.00 |
Total liability for quarter | TES.00 ITuhlmuslcq.nllii:m.

[0 +vouwers a semiweekly schedule depositor for any part of this quarnter. Compleis Sohedule 8 [Form 8471):
Aaport of T Lisbilty for Ssmiweakly Sohedule Depositors, and stteoch it to Fom B41.

m Tell uz about your business. If a question does NOT apply to your business, leave it blank.

18 Hyour businese has closed or you stopped payingwages . . . . . . . . . . . . . . . []cheokhers, and
antar tha final date you paid wages :
19 M you are a geasonal employer and you do not have to file a return for every quarter of the year . . [ Chook here.

May we speak with your third-party designee?
Do you want to allow an employe=, a paid tox preparer, or another peroon to divowso this return with the IR5? Gee the instruntions
for details.

DYm. Dwesignes’s name and phone number I I I I

Seloot a 5-digit Personal Identification Number [PIN} io use whan talking o the IRS. I I

DNn.

m Sign here. You MUST complete both pages of Form 341 and S1GN it.

Under penaities of perjury, | deckane that | hawe examined this return, including accompanying schedules and statements, and to the best of my mowiedge
and befiet, it i true, comect, and compiete. Declaration of prepaner fgther than taxpayer) is based on 2l informiation of which preparer has any knosiedge.

Print your
Sign your rama hare I

name here Print your
titla hera I I
Defa : Bt daytima phnnnl |

Paid Preparer Use Only Chack if you are self-employed . . . ||
Preparer’s nams | | PTIN | I
Proparors signaturs | | e [ ]
ot empiage] T | | en | |
Addrass | | Phona | I
City State :l ZIP code |
Fage 2 Form 341 Fev. 1-2011)

12



DECEMBER 2011 LEGACY PROFESSIONALS LLP

EXHIBIT 5 - ANNUAL LETTER TO EMPLOYER LISTING SICK BENEFITS PAID

XYZ HEALTH AND WELFARE FUND
1 NORTH SECOND AVENUE
CHICAGO, ILLINOIS 60602

January 10, 2012

ACE Construction Co.
3 West Third Avenue
Chicago, IL 60603
Gentlemen:

During the past year, we have paid disability payments and withheld the indicated taxes on some of your
employees as detailed on the attached listing. We are required to give you this information so that you
can include these amounts on the employee's Form W-2. You should refer to the Form W-2 and W-3
instructions to determine the proper reporting requirement for these amounts.

Your tax advisor should be consulted for any questions you may have concerning this matter.

Sincerely,

John Doe
Board of Trustees
XYZ Health and Welfare Fund

Enclosure

13



DECEMBER 2011 LEGACY PROFESSIONALS LLP

EXHIBIT 5 (cont.) - ANNUAL LETTER TO EMPLOYER LISTING SICK BENEFITS PAID
(Page 2 of 2)

STATEMENT OF DISABILITY
PAYMENTS MADE TO EMPLOYEES OF
ACE Construction Co.

YEAR ENDED DECEMBER 31, 2012

FEDERAL SOCIAL

SOCIAL TOTAL INCOME SECURITY  MEDICARE

EMPLOYEE SECURITY SICK TAX TAX TAX
NAME NUMBER PAY WITHHELD  WITHHELD WITHHELD
James Clark 721-98-7654 $ 4,000.00 $ 250.00 $ 168.00* $ 58.00
Joseph Smith 321-45-7890 10,500.00 2,000.00 441.00* 152.25
Kathy Jackson  351-47-6541 7,800.00 700.00 327.60* 113.10
Total  $22,300.00 $2,950.00 $936.60 $ 323.35

*Temporary extension until February 29, 2012. The social security rate might increase to 6.2%
from the current 4.2%. Please check our website for updated information.

14



DECEMBER 2011 LEGACY PROFESSIONALS LLP

EMPLOYER REPORTING REQUIREMENTS
EXHIBIT 6

O HOT STAPLE
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DECEMBER 2011

LEGACY PROFESSIONALS LLP

EMPLOYER REPORTING REQUIREMENTS - SEPARATE W-2s

EXHIBIT 6 CONTINUED
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DECEMBER 2011 LEGACY PROFESSIONALS LLP

THIRD PARTY REPORTING REQUIREMENTS

EXHIBIT 7
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