Third Party Sick Pay-Processing
PREREQUISITES
The following modifications must have been made before processing Third Party Sick Pay in Vertex Financial Manager.
· Specific payroll controls must be created and correctly formatted. These can be identified by the “3PSP” designation at the beginning of the code.
· A new calculation order must have been established that contains all the necessary “3PSP” payroll controls. 
· The third party insurance company has provided a statement of earnings & withholdings.
RECORDING THE EARNINGS & WITHHOLDINGS
1. Confirm that the 3PSP payroll controls are attached and active on the employee for whom you will be recording the withholdings and earnings. 
2. Open a payroll journal, using the batch of your choice.
3. Enter the appropriate posting date.
4. Be sure that Bank Payment Type and Document Type are blank. 
5. Designate a document number for the transaction. You can use a document number that the insurance company provided you, or create your own based on any factors you choose to make it descriptive, such as the date the payment was made.
6. Enter the employee number for whom you must record the third party sick pay transactions.
7. Be sure that column for Regular Pay (all the way to the right in the journal) is NOT checked. 
8. Record the following on individual lines:
a. 3PSP EARN TAX: Enter the gross benefits payment in the payroll amount column as a positive amount. 
b. 3PSP FIT: Enter the taxes withheld as a negative amount in the payroll amount column and the gross benefit amount as a positive amount in the taxable amount column.
c. 3PSP XX SIT (where XX=the appropriate state): Enter the taxes withheld as a negative amount in the payroll amount column and the gross benefit amount as a positive amount in the taxable amount column.
d. 3PSP SS EE: Enter the taxes withheld as a negative amount in the payroll amount column and the gross benefit amount as a positive amount in the taxable amount column.
e. 3PSP MCARE EE: Enter the taxes withheld as a negative amount in the payroll amount column and the gross benefit amount as a positive amount in the taxable amount column.
f. Your journal should look something like this:
[image: ]
9. Once these amounts are entered, click the Payroll menu button and select “Calculate Single Employee”. Be sure to use the lookup button in the Override Calculation Order field and select the calculation order that was created for 3PSP.  Click Ok.
[image: ]
10. This process will bring the remaining calculated ER Tax payroll controls such as MCARE ER & SS ER and FUTA and SUI as appropriate.
11. Once you confirm that all your amounts are accurate, you will then be able to post these entries. Note that the employer expenses will post to the General Ledger, but none of the other entries will. This process is assuming that the third party has paid the benefits and withheld the appropriate taxes, and thus these amounts just need to be recorded in the payroll journal so that they can be reported on the employee’s W-2.
12. If the third party did not withhold FIT or SIT, you will still need to enter the taxable benefits in the Taxable Amount column, but leave zeroes in the Payroll Amount column.
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