
Understanding Predecessor/Successor

________________________________________________________________________________________________
Disclaimer:  This information was created to make the Predecessor/Successor issues easier for customers and
Ceridian employees to handle.  Ceridian is not engaged in rendering legal, accounting or other professional
services.  If such assistance is required, please consult an attorney, certified public accountant or the IRS directly.

These documented techniques apply only to Predecessor/Successor companies. We do not recommend using these
techniques to remedy situations that fall outside of the Predecessor/Successor guidelines without first checking with
your tax advisor or the Internal Revenue Service about tax implications.
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firm must request a new EIN.  The employees of the old company are considered unemployed, and may or
may not be rehired by the new company

Predecessor/Successor Relationships
According to the IRS, a Predecessor/Successor relationship is a type of a statutory merger.  The primary
difference between a statutory merger and a Predecessor/Successor relationship is that under the
Predecessor/Successor relationship, employee taxable wages for the entire year are treated as payments
from only one employer, the successor; thus, the successor incurs lesser unemployment tax liabilities than
those in a statutory merger.  It exists when the following conditions occur:

1) One employer (i.e., the successor) acquires substantially all the property of a trade or business
of another employer (i.e., the predecessor); and
2) In connection with or immediately after the acquisition (but during the same calendar year), the
successor employs individuals who immediately before the acquisition were employed in the trade
or business of the predecessor.

Therefore, for the purposes of figuring the annual wage limit for social security, the successor employer
may include the wages the predecessor employer paid to its employees.

Predecessor: Successor:
EIN: Terminating Corp EIN: Existing or New Corp
Employees: Considered unemployed by
Predecessor; taxable wages continue if employee is
retained

Employees: Predecessor employees may be
retained by Successor (i.e., taxable wages continue)

Form 941: Final return filed, reporting wages and
taxes paid by terminating (Predecessor) corporation

Form 941: Filed with existing EIN, reporting wages
and taxes paid by existing (Successor) corporation

Form 940: Not filed Form 940: Filed with existing EIN, reporting all
employer wages and taxes for calendar year for both
Predecessor/Successor corporations

Forms W-2 (Standard Procedure): Filed by
Predecessor with Predecessor’s EIN, reporting
wages and taxes paid by Predecessor

Forms W-2 (Standard Procedure): Filed by
Successor with Successor’s EIN, reporting wages
and taxes paid by Successor


