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Agenda
Overview of Year-End Payroll Process

Review of Employee Data

Wage and Tax Balancing

Tax Updates and Compliance Changes

Fringe Benefits and Imputed Income Reporting

Third-Party Sick Pay and Other Adjustments

W-2 and 1099 Preparation

ACA (Affordable Care Act) Reporting

State-Specific Requirements

System and Vendor Readiness

Employee Communications

OBBBA, SECURE 2.0
What to do before your last payroll of 2025
Key Dates &  Q&A
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● Importance of 
year-end readiness

● Key deadlines and 
milestones

● Timeline and checklist 
overview

● Survey examples →

Overview of Year-End Payroll Process



Review of Employee Data

● Verifying employee names, Social 
Security Numbers (SSNs), and 
addresses

a. Employee W2 Verification Report in 
isolved

● Reviewing active/inactive employee 
statuses

● Employee Communication

threadhcm.com/year-end



Wage and Tax Balancing

● Client: Reconcile payroll registers 
with general ledger

● Client: Verify year-to-date wages, 
taxes withheld, and taxable benefits

● Thread: Matches quarterly 941s to 
W-2 totals



Tax Updates and Compliance Changes

● isolved:  Updates new federal and state tax 
laws for the upcoming year

● isolved:  Changes in Social Security wage 
base, 401(k) limits, etc.

● Client:  Update new local taxes or rate 
changes

a. You will need to login to applicable 
agencies - you need to let us know your 
rates! 



Fringe Benefits and Imputed Income Reporting

● Group-term life insurance 
over $50,000

● Personal use of company 
car (PUCC)

● Relocation expenses 
(taxable/non-taxable)

● Bonuses, gifts, and awards



Third-Party Sick Pay and Other Adjustments

● Coordination with third-party providers

● 1099 Pay

● HSA



W-2 and 1099 Preparation

● W-2 box-by-box review

○ Employee W2 Preview

● Deadlines for employee 
distribution is Jan 31st

● Year End Delivery

○ Delivery Address

○ Electronic vs Paper



ACA (Affordable Care Act) 
Reporting

● Forms 1095-C and 1094-C 
requirements

● Applicable Large Employer

● Filing deadlines and e-filing

○ See: Key dates to know 

● And with that, the survey is 
complete! →



System and Vendor Readiness

● Payroll system updates and patches

● Coordinating with Account Manager / 
Support team

● Backup and disaster recovery checks



Employee Communications

● Year-end communication best 
practices

● Informing employees about tax 
forms and timelines

● Encouraging use of self-service 
portals



Best Practices and Lessons Learned

● Common year-end mistakes and how 
to avoid them

a. Fringe benefits

b. Employee data validation

c. SUI rate updates

d. Third Party Sick Pay data

e. Year End delivery address



Things to do before your last 
scheduled payroll of 2025:

● Perform an audit of employee data related to SSN, name 
and mailing address and make any updates in isolved 
before you process the last payroll with a 2025 pay date.

● Ensure any employee benefit plan start dates/status/hire 
dates are current.

● Include any fringe benefits to be reported on 2025 W-2s 
by 12/31/25.

● Reach out to Third-Party Sick Pay providers and request 
information to be included, if available.

● Enter and process any additional, manual, and/or voided 
checks that need to be recorded in 2025.



Key 
Dates 

to 
Know:

Nov 27/28 Dec 5 Dec 12 Dec 24/25

Jan 1 Jan 7 Jan 8 Jan 15 Jan 19 Jan 20

Feb 6 Feb 16 Feb 28 Mar 2 Mar 31

Final day 
to 

complete 
YE survey

Thread 
closed 

(banks too, 
on 27th)

Final day 
to ask for 
YE help 
from AM

Thread 
closed 

(banks too, 
on 25th)

Thread 
closed 

(banks too)
Happy 2026!

Last day to 
submit 2025 

payroll 
adjustments

Tax 
adjustment 

blackout 
begins

Last day to 
approve 

ACA forms 
for Jan 31

Banks 
closed 
(Thread 
open)

YE forms 
available 

online

Last day to 
approve 

ACA forms 
for Mar 2

Tax 
adjustment 

blackout 
ends

Thread and 
banks 
closed

Deadline to 
distribute 

ACA forms

Deadline for 
electronic 

ACA send to 
IRS



OBBBA
One Big Beautiful Bill Act is a federal law passed July 4, 2025, allowing employees to deduct qualified overtime 
pay from federal income taxes (effective for tax years beginning after 12/31/24).

Key Payroll Impacts:

● Requires systems to identify & report 
qualified OT compensation

○ Qualified OT - Any OT pay 
required under section 7 of 
the Fair Labor Standards Act 
(FLSA)  that exceeds the 
employee’s regular rate of 
pay - it’s the “premium” 
portion of overtime pay (the 
“and-a-half” part).

● Adds new W-2 reporting 
requirements for overtime and tips

● Guidance from IRS/Treasury still 
pending - interim solutions in place

For 2025 (Estimation Year):

● Two new Year-End Reports
○ Client-Level Excel
○ Employee-Level PDF

● “Est OT Premium” automatically 
added to W-2 Box 14

● Opt-out option available at client 
level

● Reports include a disclaimer 
advising employees to verify with a 
tax professional

For 2026 (Full Implementation):

● Real-time OT premium calculation 
within payroll

● Estimated premium reported in 
W-2 Box 12

○ (code TT – pending IRS)
● Voluntary tips to be tracked 

separately with a new Box 12 code
● Action Item Now: Review earnings 

codes
○ One for voluntary tips
○ One for non-voluntary 

gratuities (e.g., service 
charges)



SECURE 2.0
SECURE 2.0 is a U.S. federal law passed on December 29, 2022 - building on the original SECURE Act of 
2019, aiming to enhance retirement savings and plan accessibility

● Employers/Plan Sponsors - expanded tax credits & incentives
● Employees - Part Time eligibility, “Super” Catch Up, High earners
● Plan Admins & Advisors - optimize opportunities and assure client compliance
● Platform Providers - system adjustments to align with updated rules & regulations

● 2023 - RMD age increased, small business tax credits, Roth ER contributions permitted
● 2024 - Student loan match, emergency savings withdraw ($1k), domestic abuse hardship 

withdrawal, 529 rollover to Roth IRA (35k)
● 2025 - Automatic enrollment for NEW plans, “Super” Catch Up (60-63/3750), PT EE eligibility
● 2026+ - Roth catch up requirement (>145k),  + additional phased updates into 2034

More info on SECURE 2.0 in our Oct. Retirement Webinar - Watch on Demand at threadhcm.com/webinars



Additional Resources 
 
Internal Revenue Service 
www.irs.gov 
 
Social Security Administration 
www.ssa.gov 
 
Bureau of Labor and Statistics 
www.bls.gov 
 
State Agencies 
www.taxsites.com 
 
State Unemployment 
http://workforcesecurity.doleta.gov/unemploy/agencies.asp 
 
American Payroll Association 
www.americanpayroll.org 
 

Reports to Remember 
 
Employee W2 Verification 
This report displays the employee name, address, SSN, 
retirement plan indicator, birth date, term date, W2 type, 
and payroll status. 
 
Employee W2 Preview 
This report displays employee name, address, SSN, 
amounts by box number, and W2 indicators for retirement 
plan, statutory employee, and third party sick. 
 
Year End W2/1099 Employee List 
This report displays the employees who chose to receive 
their forms electronically vs a paper 

Overtime & Tips Export - Employer (Excel) 
Detailing tips, OT pay, and estimated OT premium across 
all employees (releasing 11/21) 

Overtime & Tips Report - Employee (PDF) 
Detailing tips, OT pay, and estimated OT premium across 
all employees - 1 per page per employee with a legal 
disclaimer (releasing 12/5) 
 

http://www.irs.gov
http://www.ssa.gov
http://www.bls.gov
http://www.taxsites.com
http://workforcesecurity.doleta.gov/unemploy/agencies.asp
http://www.americanpayroll.org


thank you for your time
we look forward to supporting you 
 
any questions? 


