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Reversing Payroll Check 
There is a common misunderstanding that payroll checks can only be reversed after the checks are 
printed and posted. This is not true. If you’ve reached the point of printing a payroll check but have not yet 
posted, you have options: 

 

1. Click Process > Reversals > Select on menu bar 
 
2. Highlight desired employee in upper window 
 
3. Highlight desired check in lower window 
 
4. Double-click to place check mark in Reverse box 

• Double-click again to remove check from Reverse box 
 

                                                

5. After selecting checks, click Process > Reversals > Register Report. 
 
6. Choose  Full or Quick (depending on the detail level you need). 

• All unposted reversals will be included in the register report 
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7.   Printing the Distribution & Fringe reports are totally optional. 

8.   Process > Reversals > Post - 

• Use Preview first to confirm the correct number of checks/vouchers and totals. 
• Then select Post 

Important Notes: 

• If the paychecks have not been posted in Payroll → no accounting interface is needed. 
• If the paychecks have already been posted → run the normal Interface Payroll Process in 

Accounting so the reversal also updates the accounting module. 

 

Handling a Rejected “Direct Deposit”  
A rejected direct deposit can happen if: 

• The employee changed banks and did not update their account information, or 
• There was an entry error in Maintain Employees > Direct Deposit. 

    Important: These instructions apply when the voucher is rejected at the bank. 

Option 1 – Correcting in Payroll Module 

1.  Reverse the employee’s direct deposit in Payroll. 

• (Follow the steps in “Reversing a Payroll Check.”) 
• Update the employees’ Direct Deposit tab with the correct bank information. 
• Redo the payroll process for this employee. 
• Send a new direct deposit file to the bank containing only this employee’s information. 

Option 2 – Correct in Accounting Module Only   

(Leaves Payroll untouched – fixes the net check at the accounting level.) 

1.  Reverse the ACH for this employee in Accounting. 

• Example: Gross = $2,000, Net = $1,500. 

2. Do the Check Reversal process in Accounting: 

• Enter a (-) Manual Check in Maintain Checks in Accounting. 
• Reverse only the net check amount ($1,500). 
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• Code this reversal to the expense account the employee’s payroll is normally charged to.  (Example: 
Public Works Expense). 

• Use the voucher number as the check number. 
• On the Split tab, code the expense as negative $1,500 to Public Works (or the correct payroll 

expense account). 
•     The Previous button will not work here. 

3.  Enter a New Check (not manual) for the employee: 

• Code it to the same expense account as above for + $1,500. 

4.  Process, print, and post both the manual check and the new check in accounting. 

   Net effect = $0 (the voided direct deposit offsets the new check). 

 

Replacing a lost payroll “check” 
If an employee has lost a payroll CHECK - first and most importantly is to remember to LEAVE PAYROLL 
alone!  If we mess with Payroll we risk - changing something on a W2 and other Payroll Reports.  Only place 
to fix is in Accounting. 

1.  Reverse the Check for this employee in Accounting. 

• Example: Gross = $2,000, Net = $1,500. 

2. Do the Check Reversal process in Accounting: 

• Enter a (-) Manual Check in Maintain Checks in Accounting. 
• Reverse only the net check amount ($1,500). 
• Code this reversal to the expense account the employee’s payroll is normally charged to.  (Example: 

Public Works Expense). 
• Use the original check as the check number. 
• On the Split tab, code the expense as negative $1,500 to Public Works (or the correct payroll 

expense account). 
•     The Previous button will not work here. 

3.  Enter a New Check (not manual) for the employee in Accounting: 

• Code it to the same expense account as above for + $1,500. 

4.  Process, print, and post both the manual check and the new check in accounting. 

   Net effect = $0 (the voided direct deposit offsets the new check). 
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Allocating FTO - when no hours on split tab 
We can often get a call that asks “How do I allocate hours from the FTO Tab when their entire paycheck 
was from their FTO Balance (80 hours) and there are -0- dollars on the split tab?  

Steps: 

1.  Enter FTO Used: 

• Go to the FTO tab and record the hours taken as USED. 
• Do not attempt to allocate from here. 

2.  Reset Split Tab: 

• Go to the Split tab. 
• Click Previous and then Reset. 
• This clears up the allocations and sets all hours to “0”. 

3.  Manual Allocation: 

• Review the employee’s typical work history to see where their hours are usually allocated (e.g., 
Public Works, Water & Sewer, etc.). 

• On the FTO tab, select the proper Pay Categories. 
• Manually enter the total FTO hours (e.g., 80) across the categories. 

Notes: 

• There is not always a clear “formula” for splitting these hours—especially for shared departments 
like Public Works or Water & Sewer. 

• Use your best judgment based on the employee’s normal allocations. 
• The goal is simply to ensure the full FTO hours are distributed to the correct pay categories, so the 

check processes correctly. 
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New employee Setup Reminders 
Whether you are a new or a seasoned Workhorse User, here are a few important reminders when setting 
up new employees. These are the most common areas we see when you call in for assistance. 

Maintain Employee 

1.  Setup Tab in Maintain Employee 

• Pay Frequency is very important when setting up the W4 Tab. 
• This setting determines: 

• The number of pay periods used in tax calculations 
• Which state and federal tax tables apply 

                                                       

 

Additional Info Tab 

1.  WRS Employer/Employee 

• If employee is eligible for WRS entering the Employer Retirement (ER)  % is often forgotten. The job 
category is important for year-end practices. 

• Don’t forget the WRS Deduction as a % of Gross for the Employee’s (EE) Portion on the deduction tab. 

 



8 
 

                 

2. 

W4 Tab 

1. Always click on the SETUP button first. 

• This ensures the pay frequency chosen on the Setup tab carries into the W4 tab for accurate tax 
calculations. 

• Example: Even if the main screen shows "Annually", when you open the individual tax descriptions, 
it may correctly display “26 Pay Periods Per Year.” 

                                 

2.  Common Issues 

• If you skip the SETUP button and only enter Federal & State tax lines (leaving out Social Security and 
Medicare), payroll will calculate with no SS or Medicare withholding. 

• This causes errors and incorrect calculations. 
• Exception: For certain employees such as Election Workers, it may be correct to have no SS or 

Medicare. 
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W2 Health Fringe 
The Affordable Care Act requires employers to report the cost of coverage under an employer-sponsored 
group health plan on an employee’s Form W-2, Wage and Tax Statement, in Box 12, using Code DD. 

Many employers are eligible for transition relief for tax year 2012 and beyond, until the IRS issues final 
guidance for this reporting requirement. 

More information about the reporting, and which employers are, or are not, required to report this on the 
Form W-2 can be found on the Form W-2 reporting of employer-sponsored health coverage page 

To set this up in Workhorse -  

1.  Go to Maintain Fringes in Payroll 

• Either Insert or Change your Health Ins Fringe -  

• You will pick Box 12 and then the W2 Text is code DD 

• At YE this will then put what the municipality paid - as set up in the Fringe section - in box 12 with a 
Code DD 

 

https://www.irs.gov/affordable-care-act/form-w-2-reporting-of-employer-sponsored-health-coverage
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Remember only if your municipality qualifies to do this from the link at IRS.Gov Employer-Provided Health 
Coverage Informational Reporting Requirements: Questions and Answers | Internal Revenue Service  

 

Payroll w2 overtime reporting 
An excerpt from the IRS.gov site on One, Big, Beautiful Bill Act:  Tax Deductions for 
working Americans and seniors……. 

 
How to handle this in Workhorse: 

This procedure will go back (retroactive) to the beginning of the year and make sure the “qualified” OT is put 
into box 12 or 14 with a W2 text of “QOT”. 

https://www.irs.gov/newsroom/employer-provided-health-coverage-informational-reporting-requirements-questions-and-answers
https://www.irs.gov/newsroom/employer-provided-health-coverage-informational-reporting-requirements-questions-and-answers
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Maintain Overtime Rates > Highlight rate> Change: 

                    

 

• You will then check the box “Include in Box 12 or 14 on W2’s - 
o The W2 Text “QOT”  and either pick box 12 or 14. The IRS has not made it clear which box this 

should show up in.  Box 14 tends to be an FYI box and Box 12 is typically used for deductions 
that have a “taxing” affect. Example: Deferred Comp. 
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End of year reminders 

The following reminders are to be done after final YE payroll and before new Payroll in January of new 
year. 

Update Pay Rates/Salaries 

1. Update hourly pay rates for the new year: 

• Path: Maintain Employee → Additional Tab → Hourly Rate 
• If using the Split tab + PREVIOUS button, be sure to also select Previous → Reset so the new rate 

pulls correctly. 

2.  First payroll of the year may include part old rate / part new rate: 

• Enter new year hours with the correct categories. 
• For old year categories, override the hourly rate at the top of the pay category — the system 

calculates based on what you enter. 

 

                                               

3.  If old year hours must be expended in the old year: 

• Enter as two separate pay periods with two separate time cards, processing them individually. 

 

Update Deductions, Fringes & WRS % 

1.  Deductions (EE portion): 

• Maintain Deductions → Update for the new year. 
• Remember: WRS deduction rate changes annually and applies with the first check of the new 

year, regardless of when wages were earned. 
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2.  Fringes (ER portion): 

• Maintain Employee →Fringe Tab  
• Update employer-paid items (health, life, dental, etc.) in payroll. 
• Excludes WRS. 

3.  Employer WRS %: 

• Maintain Employee → Additional Tab → Employer Retirement % (bottom left). 

 

                                              

Update FTO Balances 

1. Adjust current balances (year-end adjustments): 
o Maintain → Flexible Time Off Activity 
o Process → Flexible Time Off Activity → Register Report → Post 

2. Change FTO accrual methods (if needed): 
o Example: New accrual hours per period. 
o Maintain Employee → Additional Tab → FTO Area → Change 

 

Update Tax Tables 

1. Workhorse will provide new federal/state tax tables (if rates change). 
2. If you try payroll in the new year before updating, you’ll get an error. 
3. Update path: 

o Process → Update Tax Tables → Preview and Post 
o Reminder: Do not update until all payrolls are completed through Dec 31 of the old year 
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Federal w2 upload BSO Site Login 
The Social Security Username sign-in option is no longer available.  You MUST sign in with either a 
Login.gov or ID.me account to gain access to Business Service Online to upload your W2’s in January 
2026.  The BSO site is used to transmit W2’s to the federal government.  This must be done BEFORE January 
for you to have access. 

Here is the complete Tutorial for the access and usage of the BSO Site.  Please review and make sure you 
are ready for January 2026. 

http://www.ssa.gov/employer/bsotut.htm 

Every year people will say well I only have 12 - W2’s and 15-1099’s I can send them in paper format…. 

W-2s (filed with the SSA, not IRS) 

• The Social Security Administration (SSA) requires electronic filing if you submit 10 or more W-2s in 
a calendar year. 

• If you have fewer than 10, you may file it on paper.. 
• Remember if you file electronically forms are not needed to be purchased. 

Workhorse does NOT have the capability of filing a W2-C (Correction) and this will need to be done by you 
by consulting the IRS.gov website. 

 

 

 

 

 

 

http://www.ssa.gov/employer/bsotut.htm

