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Follow These Tips to a 
Successful Year-End
FOR ANY PAYROLL PROFESSIONAL,  
YEAR-END PAYROLL ADJUSTMENTS 
CAN BE, IN A WORD “TEDIOUS.”  
NEW LEGISLATION TAUGHT MANY OF 
US THAT WE NEED SOLID PRACTICES 
IN PLACE TO WEATHER THESE 
LEGISLATIVE STORMS: IMPLEMENTING 
BEST PRACTICES NOW WILL STAVE OFF 
(OR AT LEAST REDUCE) PANIC LATER.

APA’S PREPARING FOR YEAR-END AND 2023 SURVIVAL KIT

By Tricia Richardson, CPP, Owner, Kapla Consulting.  
Tricia is also a volunteer for the APA’s Board of Contributing Writers and National 
Speakers Bureau as well as a member of the APA’s Susquehanna Valley Chapter.
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TIP 1
Always use a list. Always. You have a lot 
to do and cannot possibly remember all 
of the tasks. “It” does not refer back to 
anything concrete. You will want to make 
sure you adjust for gift cards or cash given 
to employees outside of payroll, tuition 
reimbursements, group-term life insurance, 
personal use of company cars, S Corp owner health 
insurance, and wage advances. For tax years 2018 
through 2025, moving expense reimbursements are 100% 
taxable (except moving expenses incurred for certain 
military-related moves). Review IRS Publication 15-B, 
Employer’s Tax Guide to Fringe Benefits. Were any of 
those fringe benefits provided? Are they being provided 
through your accounts payable department?
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TIP 2
Complete payroll adjustments 
throughout the year. There 
are many reasons this is a 
best practice. Both the work 
and potential taxable impact 
to employees can be spread over the course of time instead of slamming the last pays in 
November or December. Few adjustments must wait until the end of the year. Group-term 
life insurance should be calculated each pay. Advances to employees should be captured 
on the payroll if they are taxable. Finally, gift cards and cash should be added to the next 
available pay. 
 The end of the year may be the worst time of year to impact an employee’s paycheck 
with additional tax liabilities. Think holidays, last-minute tax planning, traveling, etc. Any 
outstanding year-end adjustments, if possible, should be started in October. Remember,  
if you wait too long, you may have to gross up the paycheck to cover those tax liabilities.
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• Check the taxable wages for federal and  
state purposes.

• Look at Box 1, Wages, tips, other compensation. If this 
box is empty, make sure the employee should not 
have federal taxable wages. This is different from not 
withholding the tax. More than likely, this will need  
to be corrected.

• Look at Box 3, Social security wages. Are the employees 
over the limit for the year?

• Do the taxes add up? If you use a sampling, choose 

different states, locales, and high-wage earners. Make 
sure you choose a few employees who will be liable 
for the Additional Medicare Tax of .09% from wages. If 
there is a problem, December may be too late to fix it.

• Box 9 should be blank.
• Are Box 13 options checked off correctly?
• Is the invoice cost of certain health insurance benefits 

correctly reported in Box 12 using Code DD? This is 
required if you issued 250 or more Forms W-2 last year.

“Trust but verify.” Preferably in October, but no 
later than November, run a set of Forms W-2. 
Review them for the following:

TIP 3
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TIP 4

Some things you might want to say include:
• “I recommend you speak to a tax accountant.”
• “No, I cannot recommend a tax accountant.”
• “It is not appropriate for me to discuss your 

wages and taxation with your spouse, parent, 
or guardian.”

• “No, I cannot assist you with entering your 
information in TurboTax.”

• “Google the words IRS Tax Withholding 
Estimator. This tool will help you plan for  
your taxes.”

Never be a tax advisor 
to your employees. 
Stay in your payroll 
lane. Even if you know 
the answer – you do 
taxes on the side and 
it’s an easy answer 
– what you say and what the employee hears will almost always differ. You are a payroll 
professional, and that is hard enough. Tax laws are complicated, and you never know what is 
going on in an employee’s life, tax-wise.
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TIP 5
Decide early – and get it in writing – who will answer what. Regardless of the issue, 
employees are going to call payroll. I have learned that this is because, of all the departments 
in a business, payroll understands timeliness, and we are the most responsive. Employees just 
call us first because they know they will get an answer.
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TIP 6
Educate employees – no one else will. Draft your communication 
and send it to accounting, accounts payable, human resources, 
benefits, IT, and any other departments you feel might be relevant. 
Give them a deadline for changes or additions. 

Here are some additional guidelines:
WHEN?
	Send the first communication by the end of October
 Send it biweekly in November
 Send it weekly in December and January

WHAT?
 How to get Forms W-2 (online, mailed, both)
 “Forms W-2 will be available no later than January 31. While we 

would like to provide employees with an exact date, there are too 
many processes and departments involved with finalizing W-2s. We 
assure you we will provide them to you when they are available.” 
(I can hear you chuckling as I write this. Employees will still ask, but 
maybe you can reduce the number of calls.)

 Explain Form W-2 Box 12 codes (the most common you use  
at your company).

 Provide a sample Form W-2 and explain the boxes – especially note 
“Box 1 represents your federal taxable wages, not gross wages.” 
Maybe explain the difference between gross and taxable wages.

 Explain Box 14, other, and how it can be used (never use the  
identifier “Other”).

 Explain the taxation for fringe benefits.

 Outline the department or individual to contact for  
specific questions.

 FSA, HSA, or 401(k) (or other retirement plan) – provide deadlines 
and limits to maximize the annual deduction limit.

 Advise employees to re-evaluate the need to change their Form W-4 
for next year. Refer them to the IRS Tax Withholding Estimator. Attach 
the new Form W-4.

 If the employee claimed exempt on the Form W-4, they must provide 
a new W-4 by February 15 of the next year.

HOW?
 Inside bathroom stalls
 Emails
 Staff meetings
 Under employees’ coffee cups
 Intranet
 Refrigerator
 Alerts when the employee logs in to their computer
 On employees’ chairs
 Survey Monkey – make it a game or quiz
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Forms 1099. Decide early where these will 
“land.” I have seen these everywhere. Some 
companies ask payroll to complete these forms. 
Some ask accounts payable. Some ask  
human resources. I recommend that 
accounts payable completes these. Payroll 
is for employees, not other types of 
workers. With all the new regulations 
and auditors coming down hard 
on employees versus independent 
contractors, these two workers should really 
be kept separate. Accounts payable is paying 
the independent contractors and should 

manage the 1099s. 
Payroll can certainly 

provide accounts payable 
with some good guidance on the regulatory 

requirements for maintaining the backup 
documentation and compliance needs, but 
really, the payments and 1099s should come 
from accounts payable. Have that conversation 
no later than January 1 for the current year.

TIP 7
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TIP 8
BEST ADVICE – attend the APA’s Preparing for Year-End course. 
Beginning in October of each year, this course will give you all 
the information you need on recent legislative changes and their 
impact on payroll. 
 Take a breath. Is it February? Are we done yet? Maybe. If you 
can streamline your year-end process, you may be able to avoid 
the dreaded Form W-2c, or at least reduce the possibility.
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Complete a SWOT (strengths, weaknesses, opportunities, threats) 
analysis following each year-end process. Just because something 
was always done a certain way does not mean it  should always 
be done that way. As a matter of fact, payroll should be updated 
based on changing regulations. A great example – stop with the gift 
cards already. What is your employees’ currency? If the only way to 
recognize them is cash (and, by the way, that is not the only way – but 
that is an entirely different conversation), then add it to their check 
and gross it up. Make this recommendation and push hard. It will help 
with year-end adjustments. Whatever saves you from begging other 
departments for data, do it. It will save you, and them, the hassle.

 Take a moment to reflect on your role in the company as well 
as the employee’s life. Payroll professionals provide accurate and 
timely paychecks, pay tax liabilities, ensure compliance with tax 
regulations, process Forms W-2, and, sometimes, act as the safe 
place for employees to vent. 
 Now you are probably done. Celebrate! Find something creative 
to do with the leftover 1095 and W-2 stock. The options are endless! 
Build a bonfire and roast s’mores, roll them into balls, and shoot 
them out of Nerf guns. Cry if you need to. You and your team did it! 
Another year over. Take a deep breath; there are probably more 
regulatory changes on the horizon!

One Final Step
It is always a good idea to review your process. What worked? 
What did not work as well as you hoped? Did you miss anything 
along the way that you want to add next year? How was the 
process for the other departments?
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