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T4s and ROEs

January 13, 2006
V3.10 – V4.0
T4 Reconciliation
START RECONCILING EARLY, especially if this is your first year on Navision.

T4s are produced from the payroll ledger entries based on the tax form class codes attached to payroll controls.  These values are retrieved at the time of printing.
1. Verify that the information in T4 Box 14 is correct
If you have the Payroll Control Schedule module, prepare a schedule that verifies your T4 amounts.  For example:
Payroll Control Schedule

Payroll > Setup > Payroll Control Schedule

Payroll > Analysis & Reporting > Payroll Control Schedule
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Select a few employees to test.  Include employees that will test all the benefits, tax classes, and the amounts in boxes 40, 34 and 38 items.  Run your T4-14 schedule for each employee and compare it to their T4.

If they do not match, you may be missing tax form class codes on some of your payroll controls.  Alternatively, perhaps your T4-14 Payroll Control Schedule is missing some payroll controls.

When the schedules are working for the employees that you tested, all of the employees T4s should be correct.  Run the payroll control schedule for all employees under one employer and compare it to the T4 summary.
2. Ensure the Box 26 includes the correct pensionable earnings
Pensionable earnings come from the taxable column beside the CPP EE payroll control.  Look at the employees that have pensionable benefits.  Pensionable earnings should equal Box 14 (This is true for almost all companies, but there are exceptions).  If these are not equal, perhaps the opening balances for the new employees were not brought in with a taxable amount for pensionable earnings.  If so, an adjusting payroll journal entry must be made to correct this.  This can be entered the same way a Garnish is entered – with a blank Bank Payment Type and blank Document Type.  Change the CPP EE pay control to Do not Post to GL and Do Not Calculate.  Enter CPP EE as your pay control on your payroll journal, leave the Amount field blank (unless you need to adjust CPP EE deducted as well) and enter the taxable amount you need to adjust.

3. Ensure the Box 24 includes the correct insurable earnings
These earnings come from the taxable column beside the EI EE payroll control.  Look at some of the employees where the Box 24 amount is less than the Box 14 amount (it should never be greater).  What are the pay controls that are excluded from Box 24?  Remember, some cash and non-cash benefits are not insurable.  Again, if it does not reconcile, review those individuals that have differences.  Verify the opening balances on new employees and ensure that they were brought over with correct taxable amounts.  Adjust as above for pensionable earnings, but use EI EE.

4. Test the printing early
This is the most particular aspect of T4s.  To begin with, the form being used must be the most recent form from the CRA or the most recent form for your version (if the payroll improvements every year have not been added every year, there will be problems with newer forms).
The ‘Up a bit’ and ‘Down a bit’ adjustments on the Options tab may be used when printing T4s; but aside from that, ODT will need to adjust the form for their printer.  Unfortunately, faxed copies do not provide accurate printed forms and each printer prints somewhat differently.  The only way to make these printing adjustments is by trial and error.  And this involves faxing a copy of the printed form to ODT.  ODT will then adjust the margins.  Update your objects with the new objects that ODT sends and this process continues until the printed form is adequately aligned.
If this is your second year processing T4s, aligning the form will be quicker, especially if you are using the same printer.

Printing T4s
T4 – Options tab

Payroll > Documents > T4-Laser
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T4s can be printed on dot matrix printers (two per page), laser printers (one or two per page) and can be transmitted via magnetic media (diskette or tape) to the CRA.  Note that magnetic media transmittal is often more cost efficient for companies with more than 150 employees and is mandatory for companies with more than 500 employees.

Before you print T4s, complete the set up as if you are going to transmit as shown above.  This process loops you through the invalid SIN number check.  A warning is issued for employees with invalid SIN numbers, but it will not stop you from printing their T4s with the invalid number.

Select the transmitter type as “Submit on own behalf using purchased software”.

Note: A critical factor in producing correct T4s is to assign a Tax Type Code c/w applicable Tax Form Classes to payroll controls that need to be reported on your T4s.  This is done on each payroll control card.  You can review an example of this by looking at the EARN SAL payroll control – follow the path below provided: Payroll > Payroll Controls > click F5 and select EARN SAL > Pay Control button > Tax Form Classes.
Note: Another critical setup factor is to assign your Business Identification Number (BIN) to each tax authority line under Employer Card, Reporting Authorities, Identification field on the Federal entry line.  If you forget to do this, your T4 report will not complete processing.

When setting up opening balances for employees, ensure that they are set up for T4 pensionable earnings and employment insurable earnings.  One way to do this is to change your CPP EE and EI EE payroll controls to “Do not post to G/L” and add the opening balances to the Taxable column for each employee (your YTD CPP EE paid and EI EE paid can be entered in the amount column).  Back up your database before you post, and then review your T4s to ensure you have what you need.  If you have made an error, delete your company and restore it from pre-posting so you can correct it and post again.

Depending on how the taxable benefits are set up, you may find that they are being included in pensionable earnings and insurable earnings when they should not have been.  Most taxable benefits are pensionable, but there are some benefits which are not – see the CRA website for clarification.  If you need to back them out from Boxes 24 or 26, for employees that have been affected (employees normally over the maximum earnings will not be affected), then back up your database, again change your CPP EE and EI EE payroll controls to “Do not post to G/L” and put a negative amount in the taxable column.
Note: The exemption boxes on the Employee Card Payroll Tab mark Box #28 CPP and EI exemption boxes on the T4.  At this time, these Employee Card fields are not linked to any other functionality.
Records of Employment
When an employee is terminated or is absent on a temporary basis, it is a legal requirement to prepare a Record of Employment (ROE).  The ROE calculates insurable earnings and insurable hours for the employee, and is submitted to Human Resources and Development Canada (HRDC).  The agency then uses it to determine the employee’s eligibility to receive benefits.
To properly set up for a ROE, several features have been added to the Payroll functionality.
Employee Card

The first step in creating an ROE is to change the employee’s status to “Inactive” or “Terminated”.  This is done on the Employee Card Administration tab.  This date field appears on Box 11 of the ROE (last day worked).  Select the Reason for Separation from the lookup menu.  After the final paycheque has been processed for this employee, check the Blocked field on the General tab.  This will prevent having payroll inadvertently processed for this employee.
Employee Card – Administration tab

Payroll > Employees
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Period End Dates and Insurable Hours

The purpose of the Pay Cycle Tables is to define period end dates for the ROE and to apply insurable hours to payroll ledger entries for salaried employees.

Pay Cycle Tables are completed from the Payroll Setup Menu under Pay Cycles and the Pay Cycle button.  This is done during initial payroll setup and should be filled in relative to the amount of history you are bringing into the company.
Note: If you want to start processing ROEs from the payroll system immediately, you need to bring in a year of payroll history for each employee.)

Each pay cycle is set up individually.  For an employee on a biweekly pay cycle, insurable earnings must be calculated for 14 pay periods and insurable hours must be calculated for 27 pay periods.  ROE processing uses the pay period end dates specified in the Pay Cycle Table to correctly allocate payroll ledger entries to reporting periods.  ROEs will therefore accumulate insurable earnings and hours correctly.  (Normally, period end dates on ledger entries should be the same as period end dates in the pay cycle table; this is the rule in case a difference arises.)

This table is also used to populate ledger entries with insurable hours for salaried employees.  (The “Paid Hour” type is used to populate insurable hours for hourly paid workers.)  The Employee Card will override insurable hours on the ledger entries when the Employee Card, Payroll tab indicates the employee is salaried and an overriding value of insurable hours has been entered.  This is to facilitate recording hours for part-time employees.  Also the ledger entry itself can be overridden prior to posting or the insurable hours can be overridden in total directly on the ROE.
Pay Cycles/Pay Cycle Terms/Pay Cycle Periods

Payroll > Setup > General > Pay Cycles
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Holiday Pay, Severance and Other BOX 17 Payroll Monies
The ROE fields are used on a payroll control for a departing employee’s final paycheque.  BOX 17 items would be recorded this way when the paycheque is issued before the ROE is produced.  You can temporarily modify an existing payroll control or create a new payroll control (for example “Severance Pay”), on which you would check Box 17C.  Remember, if you temporarily modify a payroll control, it will behave the same for all employees in the batch.  Also, you must remember to restore the payroll control back to its original format when you have completed paying the employee.

When you have used a payroll control with the ROE fields to assign amounts to a Box 17 entry, use “Load Detail Lines from Last Pay” during ROE processing.  The amounts assigned to Box 17 will then be included in both insurable earnings and Box 17.
Payroll Control Card – Calculations tab

Payroll > Payroll Controls
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Employee Records of Employment

Payroll > Employees > Payroll button > Records of Employment
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Use ROE Detail Lines for Block 17 entries when the final paycheque will be produced after you have printed the ROE.

Note that the date field is only available with “Holiday Pay” and “Sick/Parental Payments”, and that a torpedoing menu under the “Other Money Type” Column becomes available when the Type column is “Other Money Type”.
ROE Detail Lines

Payroll > Employees > Payroll button > Records of Employment > Record button > Detail Lines
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