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compensation plan. 
    The IRS also reminds 
employers that the last 
year for filing Forms W-2 
on tapes and cartridges 
was tax year 2004 (for 
forms timely filed with 
the SSA in 2005). The last 
year for filing Forms W-2 
on diskette is tax year 
2005 (for forms timely 
filed with the SSA in 
2006). * 
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Important Tax Information Inside 

2005 Fact Finder contains Pension Plan, Social Secu-
rity, Federal Mileage rates, State Unemployment In-

surance rates and limits and more. 
See pages 2 and 3 

PayMaster for Windows Update! 
     We are pleased to announce an increasing number of 
our Paymaster customers have purchased PayMaster for 
Windows, Version 8.  We recommend that you pur-
chase the product soon so that you can schedule a timely 
installation this year.  Some customers are considering 
waiting until the end of the year, which can present some 
logistical problems both for the hospitality payroll pro-
fessional and for Computer Aid personnel as we are deal-
ing with year-end payroll issues.  Every customer has dif-
ferent needs and we like to dedicate significant resources 
to every installation….If everyone waits until the end of 
the year, then it will be more difficult to dedicate the time 
and attention we want to give every customer.   
     We also need to remind all of our PayMaster Classic 
clients that we will stop supporting old Paymaster on 
December 31, 2005.  We envision significant changes to 
payroll, social security and related laws which cannot be 
supported beyond that point. (see inside: The President’s Plan 
for Social Security Reform)  Consider a small investment in 
PayMaster for Windows so that you can remain com-
pliant with state and federal laws and agencies. 
We want to thank all of our new PayMaster for Win-
dows customers for their support and look forward to 
working with our other existing customers as they transi-
tion to the Windows product.                       

 

IRS Releases 2005 Forms W-2 and W-3 
 

     The IRS has issued the 2005 Forms W-2 and W-3, 
and their instructions. The instructions detail changes to 
the forms, including the addition of new codes and the 
elimination of magnetic media filing methods. 
     In 2005, the IRS has added codes Q, Y, and Z to the 
list of codes for box 12. Code Q — nontaxable combat 
pay — should be used by military employers. 
Code Y — deferrals under a §409A nonqualified deferred 
compensation plan, — relates to new IRC §409A , which 
was added by the American Jobs Creation Act of 2004. 
The new section provides that all amounts deferred un-
der a nonqualified deferred compensation plan for all 
taxable years are currently includable in gross income 
unless certain requirements are satisfied. Code Z denotes 
income under IRC §409A on a nonqualified deferred  

Authorized Reseller of Time America Products 
     We offer a suite of time attendance monitoring system 
solutions that have been designed to meet the needs of any 
company in any industry. Whether you’re looking for a basic 
time attendance monitoring system or an enterprise-class 
workforce management system, we can provide a solution 
tailored to your company’s requirements. 

     We offer a complete range of web-based, client-server or 
desktop solutions that interface to most popular payroll and 
financial software packages.                      (Continue on page 6) 

  • 800.327.4AID      • 703.281.7486      •  Karen@ComputerAid-llc.com   
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State Tax Updates 
 

ALASKA — Employers are now able to file their quar-
terly, unemployment contribution reports on-line. 
 
ARKANSAS — Withholding tables issued in 1998 con-
tinue to be in effect. 

 
CALIFORNIA — Employers directly affected by damage 
resulting from the severe storms and mudslides in Kern, 
L.A., Orange, Riverside, San Bernardino, San Diego, Santa 
Barbara and Ventura counties may request up to a 60-day 
extension of time to the EDD (Employment Development 
Department ) to file their state payroll reports and deposit 
state payroll taxes without penalty or interest. Extension 
only applies  to the forth quarter of 2004 and first quarter of 
2005.  
 
COLORADO — January of 2005, the Colorado Depart-
ment of Revenue revised its computer form specifications 
for Form DR-1093, Income Withholding Transmittals or Annual 
Reconciliation. 

 
CONNECTICUT — The Connecticut Department of 
Revenue Services has advised married couples that they may 
need to increase or decrease the amount of Connecticut tax 
withheld from one spouse’s wage income to avoid under- 

 withholding or overwith-
holding that may result 
when both incomes are 
combined. To minimize  
this problem, taxpayers 
should  use the Supple-
mental Table for Married 
Couples Filing Jointly to 
adjust their withholding. 
This table is included  in 
Form CT-W4, which is 
available from employ-
ers.  
 
HAWAII — Gov. 
Linda Lingle proposed 
lowering the unemploy-
ment insurance taxable 
wage base.  
 

( See the Governor of 
Hawaii Web site) 

IDAHO — The taxable wage base has increased to 
$28,000 (previously $27,600). Employer contribution rates 
for experienced employers in 2005 range from 0.429% to 
5.4%. New employers pay 1.5%. The above rates include the 
workforce training tax. 
Form 956, Idaho Withholding Reconciliation, is available to be 
filed on-line [State Tax Commission Web site] 
 
IOWA — Iowa will issue new withholding tables to take 
effect April 1, 2005. The new tables do not yet appear on 
the Department of Revenue Web site. 
The Department of Revenue is no longer distributing paper 
forms for filing withholding reports. “E-file and Pay” must 
be used. 
 
KENTUCKY — Unemployment—Schedule C is in effect 
for 2005. Contributions rates for experienced employers 
range from 0.5% to 9.5%. New construction employers pay 
9.5%. 
 
MASSACHUSETTS — Effective for tax year 2005, the 
maximum gross income exclusion for (1) employer-
provided parking is $205 per month (up from $200), and 
(2) combined employer-provided vanpool and transit 
pass benefits is $80 per month (up from $75). 
The Massachusetts Department of Revenue has updated the 
publication, Guide to Withholding of Taxes and Wages, for 2005. 
 
MINNESOTA — Unemployment—Effective with the 
second quarter  unemployment insurance wage detail and tax 
filing due in July 2005, reports can no longer be submitted 
on diskettes, CDs, or tape cartridges. In addition, files 
produced by state-supplied software will not work and paper 
reports will not be accepted. The following on-line filing 
methods can be used to submit reports: (1) File upload– at-
tach electronic wage file format; (2) Copy from previous 
quarter– modify data from previous quarter on-line; (3) Man-
ual entry—enter individual wage records manually on-line; 
and (4) FTPS (for employers reporting 500 or more employ-
ees—the file formats are the same as for file upload).  
Timeliness of reports and payments will be determined by 
the date the report or payment is received and accepted. 
 
NEBRASKA — Unemployment—Effective Jan. 1, 2005, 
the maximum weekly unemployment benefit has in-
creased to $288 (previously $252 )  
 
[ See State Web site ]  
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NEW MEXICO — Unemployment—The unemploy-
ment tax rate for experienced employers will be determined 
under Reserve Schedule 0 in 2005. Rates range from 0.03% 
to 5.4%. Schedule 0 will remain in effect until: (1) Jan. 1 
2008, or (2) the Jan. 1 following certification to the gover-
nor by the Secretary of Labor that the unemployment com-
pensation fund is less than 2.5% of the total payroll, which-
ever is earlier. Previously the rates had been reported with a 
range of  0.05% to 5.4% 
 
NEW YORK — Employer contribution rates for experi-
enced employers in 2005 continue to range from 1.5% to 
9.9%, including a 0.075% reemployment tax and a subsidi-
ary tax ranging from 0.525% to 0.925% depending on the 
employer’s account percentage. The rate for new employers 
remains 4.1%. This rate includes the reemployment tax and 
the subsidiary tax. 
 
OHIO — Unemployment— For 2005, the maximum 
weekly unemployment benefit amounts are $331 for an 
individual with no dependents, $401 for an individual with 
one or two dependents, and $446 for an individual with 
three or more dependents.  
 
SOUTH DAKOTA — Unemployment— New legisla-
tion has been enacted regarding transfers of experience 
rating accounts and assignment of unemployment insur-
ance tax rates. Penalties will be assessed against persons 
who violate state law in determining contribution rates. 
 
UTAH — Unemployment— The maximum weekly un-
employment benefit amount has increased from $362 to 
$371.  [ See State Web site ] 
Withholding— The Utah State Tax Commission has an-
nounced that tax relief will be offered to Utah taxpayers 
who have suffered loss of destruction of property in the 
recent floods in parts of the state. Eligible residents and 
businesses required to file state withholding tax returns for 
the period between Jan. 11 and April 15, 2005, will be given 
up to 60 days from the original tax filing due date to file 
without penalty or interest.  
 
VIRGINIA — Unemployment— New legislation revises 
the computation of weekly unemployment benefits for  
individuals receiving a pension.   * * 
 

* * Excerpts from Payroll Guide Newsletter  Vol. 64 no. 4 

 
 

 
 
 
 
 

Social Security reform has become a hot issue again, as 
President Bush has been making the rounds—both in his 
State of the Union  address and his stops across America—
touting his plan to create personal retirement accounts for 
workers. 
Bush has faced opposition from the Democrats, who claim 
that the President is exaggerating the Social Security pro-
gram’s plight and that the privatization attempts will endan-
ger the retirement savings of millions of Americans. Con-
gressional Republicans, on the other hand, have so far 
stayed relatively quiet on the matter, seeming to adopt a 
“wait –and-see” attitude. Whatever the outcome of the 
President’s plan, changes to the Social Security program are 
envisioned and will certainly affect the payroll industry. 

The Plan 
Bush’s plan would phase in personal retirement accounts 
beginning in 2009, for workers born in 1965 and earlier. By 
2011, all workers born after 1950 would be eligible for the 
accounts. Workers born before 1950 would not see any 
changes in the way that their Social Security benefits are 
handles. * * * 

* * * * * * * * * * * * * * * * * * * * * * 

Correction to Cafeteria Plan Section 

 of Fringe Benefits Guide 
Those who downloaded the 2005 version of Publication 
15B, Employer’s Tax Guide to Fringe Benefits, from the IRS 
Web site before Feb. 3, 2005 should note the following 
correction: “The discussion of cafeteria plans on pages 2 
and 3 incorrectly indicated that health savings ac-
counts could not be included in cafeteria plans. Previ-
ous references to health savings accounts have been deleted 
from the text under “Qualified benefits” and “Benefits not 
allowed” in that discussion. 
A previous error in the guide stated that the standard mile-
age rate an employer can use under the cents-per-mile rule 
to value the personal use of a vehicle had increased to 41.5 
cents a mile in 2005 (previously 37.5 cents ). The 2005 stan-
dard mileage rate under the cents-per-mile rule has actually 
only increased to 40.5 cents a mile. The IRS revised Pub 
15-B on Jan. 28, 2005 to correct this error.   * * * 
 

* * * Payroll Guide Newsletter  Vol. 64 no. 4 

The President’s Plan for  
Social Security Reform 
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Software Products         ( continued from page 1 ) 
 

NETtimeTM 
A 100% Web-based application designed for companies of 
any size, NETtime offers a fast, easy and customizable 
method of entering time card and time sheet information 
that is accessible from anywhere. NETtime allows you to 
control all aspects of time and labor management, reduce 
administrative costs of time and attendance data collection, 
and track department and project costs. This enables you to 
increase your company’s productivity and profitability on a 
"pay as you go" basis with minimal up-front costs. 
 

TA50XL & TA50 PRO 
Low-cost turn-key systems for companies up to 200 
employees, TA50XL and TA50 PRO are our all-in-one 
packages that include terminal, software, cable and badges. 
Smaller businesses can now benefit from automated time 
and attendance, labor scheduling and department labor 
distribution. A user-friendly step-by-step wizard makes 
installation and setup fast and easy. 
 

TA100 PRO 
For companies that demand more functionality, TA100 
PRO builds upon the technology of TA50XL and TA50 
PRO by adding additional levels of employee distribution, 
auto processing, electronic approvals, benefit administration 
and a graphical status board. 
 

GENESIS PRO & GENESIS SQL 
GENESIS PRO and GENESIS SQL are powerful software 
systems designed to automate timekeeping, scheduling, and 
job costing in larger companies. The systems are among the 
most comprehensive in the industry, boasting such features 
as multi-scheduling, occurrence ratings, web entry and 
access control.. 
 

Data Collection Options 
Time America offers a wide array of data collection and 
communications methods. You can "mix and match" options 
to suit your environment, your data collection requirements, 
and the types of employees that will be using the system. 
Next is a quick summary to help you determine which 
device will be the best fit for your employee population. 
 
Badge Terminal 
Badge swipe terminals are both easy to use 
and configurable. Our barcode and mag-
netic stripe badge readers can be used in 
stand-alone or networked environments.  

Biometric Unit 
Biometry is the statistical analysis of biological observations 

and phenomena. It is also the new standard 
for time and attendance data collection de-
vices. Instead of utilizing badges or pass-
words, which can be lost or forgotten, the 
hand punch terminals verify an employee’s 
identity based on the unique size and shape 
of their hand. This new data collection de-

vice adds security and a fast ROI cycle to your solution by 
eliminating “buddy punching” 
 
Web-enabled/browser-based 
With Time America's WebClock, employees can clock in/
out, view their schedules, hours, available benefits and sub-
mit time sheets using their Web browser through a PC or cell 
phone. 
 
Software Based 
Clock in or out, review hours or schedules, change 
departments or jobs, and submit 
time sheets -  all from any PC on 
the network. Ideal for office envi-
ronments and call centers. 
 
 
 

* * * * * * * * * * * * * * * * * * * * * 

New U.S. Labor Dept . Regulations  
 

The U.S. DOL  has changed the federal Fair Labor Stan-
dards Act. (FLSA) child-labor regulations in ways that could 
affect many hospitality employers.  
• 14 and 15 year-olds: Cooking and other activities; For 

many years the regulations have not allowed these mi-
nors to engage in baking or in most kinds of cooking. 
There had long been a limited exception for employ-
ment in retail or food-service establishments as to the 
sort of cooking that typically takes place at snack bars, 
lunch counters, cafeteria serving counters, or soda foun-
tains, at least where the minor’s cooking occurred in the 
customers’ plain view.  

The FLSA’s child-labor limitations are extensive and applied 
strictly. Violations can be substantial: civil penalties up to 
$11,000 per illegally employed minor, and it is not uncom-
mon for restaurants, lodging establishments, food-service 
operations, and the like to be hit with major fines. As usual, 
employers must also be sure to follow all state and local re-
quirements and limitations. Many such jurisdictions have 
even-greater restrictions upon the employment of minors 
and provide for more stringent penalties.  * *  
 

* * Exert from article written by John Thompson 
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Q & A  

Q  Does Paymaster run on Windows 2000/XP? 
 

A  Yes. 
 

There are two changes to be made in order for PayMaster 
to run properly on these 2 operating systems. 
 

1) You must add two lines to a file called config.nt .  
This file is usually found in your WINNT\system32 
folder but it might be easier to find it by using the search 
feature off the start menu. Once located, right click and 
open with notepad. Add these two lines at the end of this 
file.  
files=100 
buffers=100 
 

2) Once PayMaster is running it is often difficult to get it to 
run full screen properly. First start Paymaster in a window 
and then right click on the top bar to the left and select 
Properties. Select the Font tab and change the default font 
to Lucida Console 20 pt. Next select the Layout tab and 
make sure both the screen buffer and windows size both 
read 80 for width and 25 for height. Then from the Op-
tions Tab select Full Screen. Click OK. You will then be 
prompted and select the second option “ Modify the 
shortcut that started this window.”  
 

Q  What is tip credit and how  is it calculated?  

 

A     Employees such as waitresses or bartenders typically 
earn tips in addition to their wage. In such cases, the em-
ployer might be able to reduce the minimum wage  to 
$2.13. The TIP CREDIT  can be used to reduce the 
minimum wage only if the employee regularly earns more 
than $30 per month in tips. So, actual tips received plus 
the cash wage must equal the required minimum wage. 

 
EXAMPLE:  
 

Federal Minimum Wage  =Tip Credit + Minimum Cash Wage   

$5.15 per hour     =      $3.02 per hour  + $2.13 per hour  
 

 

Q  How does PayMaster  calculate overtime for tipped 
employees? Why isn’t it 1½ times their hourly rate? 
 

A  The overtime rate for tipped employees is not, as 
many people think, 1½ times their hourly rate. Instead, it’s 
1½ times the minimum wage, less the dollar amount of 
the hourly tip credit. This amount varies by state and can 
be different for each employee (some are paid at a higher 
rate). No need for you to worry about the calculation —- 
PayMaster  does it for you as long as you have correctly 
entered your state and federal minimum wage and your 
state’s tip credit percentage in INIT / DIVISION / DI-
VISION and in INIT / COMPANY / COMPANY. 
Example: A server in Virginia, where the tip credit per-
centage allows a tipped pay rate of $2.125 has a tip credit 
of $3.025. Overtime is calculated by PayMaster as $4.70: 
Minimum Wage  $5.15 
Times 1½  x  1.5 
Equals   $7.725 
Minus tip credit  - 3.025 
Equals overtime rate $4.70 
For a server in the same state earning $2.75/hour, the 
overtime rate would be $5.325 —- $7.725 minus that 
server’s tip credit of  $2.40. 
 

Q  As an employer, what rules should I follow when 
withholding from employees who reside in the same state 
as the company but work in another state? 
 

A  When an employee’s state of residence is different 
from the state in which he works, the general rule is that 
the employer must withhold state income tax for the state 
in which the employee works. However, there are both 
exceptions and complications to this rule. The employer 
must check the withholding rules of both the state in 
which the employee works and the state in which he lives. 
Arizona, for example, doesn’t require withholding from 
wages for work performed by its residents in another 
state, regardless of whether the other state requires with-
holding. Arkansas only requires withholding if the other 
state  doesn’t require it. There is no blanket answer to this 
question, you will need to check with your local state laws. 
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See New Tax 

Rate Changes 

For 2005 
Pages 4 and 5 

Welcome to the PayMaster for 
Windows Family.  The most   

recent members include: 
 

Shaw’s Accounting in Virginia 
Fager’s Island in Maryland 

One World in Indiana 
Treasure Ship in Florida 
The Irish Lion in Indiana 

The Crow’s Nest in Florida 
Taco John’s in Montana 
Baker Street in Virginia 

Schedule your installation today so 
that you can…… 
    Begin using the robust features 
    of PayMaster for Windows,  
    Including: 
 •Versatile Reporting Features  
    (history, dates, selection) 
 • Custom Reports 
 • Mulit-user support  
 • Integrates with popular time clock                       
  and POS systems 
 

Stay compliant with tax laws that are 
constantly changing 

Contact Blake Badolato at 703.801.1974 to purchase the new software 


