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Course Description

This course shows the accountant how to improve the functions of the payroll department, enhanc-
ing efficiency and reducing error rates. Topics covered include time tracking, payroll processing,
procedures, controls, and recordkeeping. The course also addresses the United States payroll reg-
ulations and reporting requirements related to compensation, benefits, payroll taxes, and tax remit-
tances. It is updated annually for the latest payroll regulations. Payroll Management is ideal for an-
yone new to payroll, or who wants to enhance an existing system.

Course Content

Publication/Revision date: 12/22/2024

Author: Steven M. Bragg, CPA.

Final exam (online): Seventy questions (multiple-choice).

Program Delivery Method: NASBA QAS Self-Study (interactive)
Subject Codes/Field of Study: Accounting

Course Level, Prerequisites, and Advance Preparation Requirements
Program Level: NASBA/CPA: Overview.

This program is appropriate for professionals at all organizational levels.
Prerequisites: Basic familiarity with accounting practices
Advance Preparation: None
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Instructions for Taking This Course

Log in to your secure account at www.bhfe.com. Go to "My Account.”

You must complete this course within one year of purchase (If the course is “Expired,”
contact us and we will add the latest edition of the course to your account (no charge).
To retain the course-PDF after completion (for future reference) and to enable en-
hanced navigation: From "My Account,” Download and save the course-PDF to your
computer. This will enable the search function (Menu: Edit>Find) and bookmarks (icon
on left side of document window).

Complete the course by following the learning objectives listed for the course, studying
the text, and, if included, studying the review questions at the end of each major
section (or at the end of the course).

Once you have completed studying the course and you are confident that the learning
objectives have been met, answer the final exam questions (online).

Instructions for Taking the Online Exam

Log in to your secure account at www.bhfe.com. Go to "My Account.”

A passing grade of at least 70% is required on the exam for this course.

You will have three attempts to pass the exam (call or email us after three
unsuccessful attempts for instructions).

The exam is not timed, and it does not need to be completed in one session.

For a printed copy of the exam questions, open the exam and press "Print Exam."
Once you pass the exam, the results (correct/incorrect answers) and certificate of
completion appear in "My Account.” A confirmation email is also sent.

CFP Board and IRS credit hours, if applicable, are reported on Tuesdays and at the
end of the month.

Have a question? Call us at 800-588-7039 or email us at contact@bhfe.com.

Learning Objectives:

Cite the types of payroll systems, and note how payroll confidentiality is maintained.
Specify the circumstances under which someone is defined as an employee, and how
an employee designation impacts the applicability of payroll taxes.

Identify the circumstances under which different time tracking methodologies are most
useful.

Specify the methods under which compensation is calculated for employees.

Cite the tax treatment of various types of benefits.

State the types of deductions from pay, and why they are used.

Recognize the methods for paying payroll taxes.

State the methods and related rules under which a business remits payroll taxes to
the government.

Specify how unemployment taxes are calculated.

Identify how payments to employees are made, and the forms used to do so.

Specify where payroll transactions are recorded in the accounting records, and how
payroll accruals are used.

Define the contents of the various payroll reports, and the circumstances under which
these reports are issued.

State the forms used to update payroll events, when these forms should be used, and
where they are stored.

il


http://www.bhfe.com/
http://www.bhfe.com/
mailto:contact@bhfe.com

e Itemize the key steps involved in payroll activities.

e Specify the types of reports run as part of payroll processing.

e Cite the actions taken to maintain control over the payroll function, and note the types
of controls that can be used.

e Identify the more common payroll measurements, and note how they can be calculated
and why they are used.

e Specify the responsibilities of the parties to an outsourcing arrangement, and the ne-
gotiation points for this arrangement.

About the Author

Steven Bragg, CPA, has been the chief financial officer or controller of four companies, as well
as a consulting manager at Ernst & Young. He received a master’s degree in finance from
Bentley College, an MBA from Babson College, and a Bachelor’s degree in Economics from the
University of Maine. He has been a two-time president of the Colorado Mountain Club, and is
an avid alpine skier, mountain biker, and certified master diver. Mr. Bragg resides in Centen-
nial, Colorado. He has written more than 300 books and courses, including New Controller
Guidebook, GAAP Guidebook, and Payroll Management. He has also written the science fiction
novel Under an Autumn Sun, first book in The Auditors trilogy.
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chantability or fitness for a particular purpose. No warranty may be created or extended by written
sales materials. The advice and strategies contained herein may not be suitable for your situation.
You should consult with a professional where appropriate. Neither the publisher nor author shall be
liable for any loss of profit or any other commercial damages, including but not limited to special,
incidental, consequential, or other damages.

Copyright © 2025 by AccountingTools, Inc. All rights reserved.

v



Table of Contents

Course Information....c.iccuicrisminsrsnssasssasssasssnsssnssanssnsssnsssnsssnssanssnnsnnnsnnnnnnnnns i
Learning Objectives: ........ciccuiiiiirisi i i s i s s s s s s s snn s snnsnmsnnsnnsans i
Table of Contents........ccivriririririrse s s s s s s ssassessnssessassassnssnssnssassnsnanes V
Chapter 1 Payroll Management ......cccvvviiiemmssr s s s s s sssasssssssnsnnnsnns 1

[T T ]l aTe I @] o) =T f AV =TT 1
gL oY {1 ot o [ o ISP PSPPI 1
NV do ] [ @Yo Ll B 10T =] o o] o [ TP 1
Streamlined TIMEKEEPING ...cuiuiiiii ittt e s e e e s s e e s e s e e aerare e e enananeneeaens 3
[ [Tl o Tl =1V =T oo PP 4
[ aY o] (o) Y= | YT oV Aol TR TP 4
T gL LT Y=Y ST =T Y Tl PP 5
LR LT [o Aol a T =g o] g AN g T= 1AV £ PR 5
S = I = a1 gL T o e e | =T o o PR 5
R AL 2 1Y o] LI Or= 11T o T = ol PP 6
Information Confidentiality .....cocieie i e 7
10T 2= 2 8
A A TSV @ LU =] uf (o o = PP 9
Chapter 2 Definition of an Employee......cccviiiciiicimismcsrsssssss s sssnssnnsnases 10
[T T ] g Lo I @] o) =T f AV =T PP 10
g} oY 11 ot o [ o S PP 10
R AL = a] 1[0} VZ=TCI DT T =T PP 10
Employee Withholding Liability ..o et e eeeaas 11
The Independent Contractor DeSigNation ......c.ee et e e e e e e enens 11
I A A @l g | = ot 0| PP 13
The Salesperson DeSIGNatioN. .. . .. u ittt e e et et e e e e e e e e r e s a s s s e s seaeanaens 13
Employees of EXempt Organizations. . ..uiiiiii i e e e e aeaas 13
T 1S3 < o= PP 14
[ g ] o] (oYY ST ol o = o T 1= PR 14
People in BUSINESS fOr ThemMSEIVES ...ttt e s e e e a e e e aneaneans 14
(=Y 0 a1 VA = g 01 [0} =TT PP 14
WOrKiNg Off The BOOKS .. vttt e ettt a e e e e et a e e e et e aneaneeneaneanenn 15
E a1 o I U= PP 15
The Certified Professional Employer Organization.....c.ooviiiiii it se et nennee e eeaas 16
Y8121 = 722 P 16
Sy VALY @ T U] o [0} o =P 17
Chapter 3 Employee Time Tracking ..cucccvervmssnsssssnsssnsssnssasssnsssnssnnssnnsnnnss 18
Learning ObJeCHIVES ...t eeans 18
ol o T 11 ot f [ o I PP 18
R Ll = g Lo TS ele] o 1 OO 18
[ g T ] (o) VLT ot ol [0 [} o 3PP 19
(D] v= I @] | 1Yo o] s I Yelo] o 1T PP 20
Handwritten Time ShEetS. ..o et e et e e e et aees 21
LI TSt o = PP 22
Computerized TimMeE ClOCKS ...t ettt e e s e e e s e e e e e a e e e e e aan e enanenes 23
2] ToT 0 U=t o Tl T o T T Y of = PO 24
Web-Based Time TraCKing «iuuiieiiiiieiiei i a et e et st e e e e et e e e s e e e st ae e e e s e aneaneanerneanens 25
Smart Phone Time Tracking ... ettt e e e e e e e e e e e e e e e s e an e eaenenes 26
Time Keeping Methods USage Grid....iiiiiiiiiiii it iie et st st e et an e s e s e s e seeanaataaneaneaneaneans 27
Automated Time Tracking REMINAEIS ... ..viuiiiiii it r e e aeaas 27
IS8T = 22 P 27
Sy YA LSV @ T U] o [0} o =P 29
Chapter 4 Employee Compensation........civecviicinicsnmssssss s sssssssssssssssssnnnsnns 30
[T T ] o Lo I @] o) =Tl f AV =T PP 30
oo oY {1 ot o [ ] o PP 30
The Difference between Salaries and Wages ...o.viiiiiiiiiiii it a e aeans 30



LRSI A L0 T AT LT 31

(0o g T =T aT=t=TuToT a T BI= 1 1] o 1N 32
Y0 o] o] (=] aa =T oL o= T INATE= T 1= T PP 32
CommMISSION CalCUIATIONS . .iutitiit ettt et ettt e e e et et et e s e e e e e e e e e e ae e 33
Commissions Based 0n Cash RECEIPES ....uiuiuiiiiii it e ae e e 35
Final Commission CalCUlations .. . .ciuiiieiiii i s s e s e e e r e s e e ane e eenes 35
Employee Business EXpense Reimbursements ........o.ieiiiiiiii e 36
Golden Parachule Payments . it e e e 37
[ (oYU YA Yo - T o T PP 37
e | T 0 0 PP 38
L Y7 o o1 1< = 38
(o= 10 01T oLt 1o T o o PP 39
=T S 2 L o = o= PP 40
Salaries Paid for Partial Periods ......uueiiiiii i e e 40
Yo 2= PP 41
L 5 42
TiP DIStIIDULION SYSLEIMS ....vveuiieiiiiieiteiiesttett et eteetesttesseeteeseesessaesseesseasseesseassesssesssenseensesssesnsesneesseesseenseensenns 43
TP CIOAIE . eentteit ettt ettt ettt et et et et e e ta et ee st e s s e esseensesaeesseeseanseenseanseesae et eenseenseenseensesneesneenneenseanseans 43
V4= L= 1[0 T o= 1 44
I N 10 a1 Lo T4 e = PP 45
Y8121 = 722 P 45
SV LSV @ T U] o [0} o PP 46
Chapter 5 Employee Benefits .....cccvviimmimismnsmsm s ssss s s snsssssssessnnsns 47
[T T ] g Lo I @] o) =T f AV =T PP 47
g} oY 11 ot o [ o S PP 47
The Provider and Recipient of Benefits. . uiiiiiiii i et eeaas 47
YiYo [oY o] ule] g W AT 1Y = | o Vo< I PP 47
FANd o [ Tl = Tl Lo TP 48
Cell Phones Provided DY EMPIOY e vttt ettt e e a et e e e e st s e e r e e e an e aaeanerneanens 48
D MiNIMIS BENEIIES 1ttt ettt 48
(D= T o1 YA L FY 01 =] g Lo T PP 49
EAUCAtIONAl ASSISEaNCE ittt e 49
[ gY o] (o) YT B Yol U] o | PP 50
FlexXible Spending ACCOUNES ...uiitii ittt et e ettt e aa e e e e e e s e e e aaeeaneaneanerneans 51
Health Savings ACCOUNT .. ... ettt e e et e et e e e e e e e e a e s a s a s e e seeeanens 54
LEaVES Of AD ST 1 u ittt e 54
I ECI 1T U T =] Lol PSPPSR 56
LOdging ON BUSINESS PremMiSES c v iiuiititiitiiteae ittt et e te e e ae e e et e s a e ase e e raeaeeanaaseaneaneaneannans 57
=T YOO PP 58
1 =To Tor= I g R0 =] o T PO 59
Medical INSUrANCE = COBRA . ... ittt s e st e st a et et s e a e e r e s e naneananenes 61
NO-AdditioNal=COSt SEIVICES vttt ettt e et et a et et e e et e e e aeneaenes 62
o] =] o T 1= o PO 63
Defined Contribution PIAN ...........ooooiiiiiii et et e et e e e et e e e eate e e e veeeeeaneeas 64
Defined Benefit PIAN........cc.oooiiiiiiie e et e e e e e e e et e e et e e e e ta e e eeaaaeas 65
Personal Retir€mMeEnt ACCOUNL.........cccuiiiiiiiii ettt e e et e e et e e eeate e e eeaaaeseetaeeeeateeeeeaseeeeenneeas 66
Retirement Planning SeIrVICES .. ..u vt e e e e et e e a e e e e eeeeens 67
1) o Tol S © o o [0} o 1= PP 67
SEOCK PUINCNASE Plans vttt ettt et e et et e e e e e e et e a e e e e e e e e e e e e eneeaen 68
TransSPOrtation BenefiTs c.uuieiii i e aeas 69
VTR a Lo T 2= Te U T o o o [ PP 70
Vacation Benefit REPOIMING .. .iiiiiiiii et eeaeea e e e e e e et n e et e ne e 70
Workers’ Compensation INSUMANCE ... ..uieii it ie it ettt ettt e e s e e e s e e e e e ra e e e e saananenenenes 70
Working Condition BeNEFiTS .. ..cueeieieiiii i ettt 72
VENICIES ...ttt ettt et e et e et e e beeeabee e ateeeabeeeabeeeabeeeabaeetbeeeabaeeabeeeabaeetbeeeabeenabeeaabeenabeeaabeenras 72
BQUCALION ... et e et e e e et e e e et e e e e eta e e e eeateeeeeateeeeetaeeeeateeeeeateeeeaaneeas 73
OULPIACEIMIENT SETVICES. . .eeuuieeirietieeiieeitte ettt ertte ettt estte ettt esseeestaeessseasseassseesssessseesseessseesseesssesnsseessseensseensseensses 73
HOW T0 VAl BeN e it 1 uitiuiitiiiti ittt ettt ettt e et et e e e et e e e e et et n e e et e e e e e e aees 73

vi



CONLS POI MILC......uiieeiieiieetiettete ettt ettt ettt e e et et e st e beesseeasesseessee st anseenseenseesaeaseenseenseensesnsesneesseenseanseansenns 74

COMUMULINE ...eevtteuteeeteeeteeteesteete et e teeetesteesseenseesseesseesaessaenseenseensesasesseesseasseanssanseanseassenssenseensaensesnsessnesseenseensennsenns 74
LLEASE VAIUC......eieiii ettt et e et e et e e st eeeabee e beeeabee et e e esbae et e e eabee e beeenbeeenbaeanbeeenbeeasteeanraennnes 75
Unsafe Conditions COMMULINE. .......ccuvtirieeiieritieeitieeitteesteesteeeiseesteeaseesseessseessseessseesssesssseessseessseesssesssseessseessses 77
Rules for Withholding, Depositing, and Reporting Benefits ........ccoviiiiiiiiiii e 77
Benefit AULhOZation FOIm ... e e a e e e ees 79
B DG o1 [V o) = T=T 0 = i TP 80
XU 0 0T 2 80
REVIEW QUESTIONS Lottt ettt e e e et s e st s e s e s s e s e st s et e aas 82
Chapter 6 Payroll DeductionS .....cccviiiemmerimssmsssra s ssss s s sssssasssnsnnnsns 83
[T T ] g Lo I @] o) =T f AV =T PP 83
ol o T 11 ot f [ o I PP 83
Deductions for the Corporate Benefits PaCKage.........o.vuiiiiiiiie e eeas 83
Deductions for Payments to Third Parties.......cciiiiiiiiii s eeeaas 86
Charitable CONIIDULIONS .......ccuvieiieetieeetie et ete et e ete et e estteertbeestteestbeessaeesseessseessseesssaesseensseesseensseensseenssesnsses 86
GarNISNMENTS OVEIVIEW ... .uiiiiiieiie et etie ettt ettt e et eestaeesteeetbeesaeeetbeessaeesseessseessseeasseesseensseensseessseensseenssesnsses 86
Child Support GarMISHIMENT ...........ceiuiieiiieeiiieeie et erte et esteertae et e estbeeseaeestbeessaeessaeessseessseessseesseessseensseesssesnsses 87
Student Loan GarniSRIMENt ...........c.cccueiieiiiiiiie ettt s e st e st e st eseeenseessessaenseenseenseensesnnenes 88
TaX GAIMISIIMICNL. ... ..iiiiiieiieiiee ettt ettt e et e s e s eee s st e st enseesseesaessaenseenseensesnsesneesseenseenseansenns 88
UTION DIUES ...ttt ettt et e bt et s e st e s st e st esstesteessees s e et eenseenseansesnsesnsesseesseenseenseansennsensaenseensenn 89
Deductions for FINanCiNg RePay M NS ..uuiiriiii ittt e a et a e e e e e aesaeaateaneaneaneaneans 90
The Reduction Of DedUCHIONS .. ittt e e et e e e e aaenes 90
(-1 a 1] ala g L= ) ol o o Tol=tT=] [ o [ PP 91
Deduction Management DY EMpPloy @S, . ouuuuiiiii ittt 92
118 [ =T 2P 92
REVIEW QUESTIONS Lottt sttt e e e e e s e s e s et e e st s e s e e aas 93
Chapter 7 Payroll TaXes ...ccvirrmrrammiemmsnsmsnsssnssassssssnsssnssanssnsssnsssnssnnssnnsnnnss 94
[T T ] ] g Lo I @] o =Tl f AV =T PP 94
oo oY {1 ot o [ ] o PP 94
Income Tax WIthholding ... e e e e e e 94
Yo Tl F= 1 IS =Te 8 1 ) 0 - PP 97
[ =To Tor= ] T - D PP PSPPSR 98
Calculating WithholdiNgS. .. oiuiiiiii i e a e a e et e e e s e et e an e e e anerneanens 99
Wage Bracket MEthod .......cc.oouiiiiiieee ettt ettt sbe ettt et sae e b e nbeenbeas 99
Percentage MEthod .......cooiiiiiie e ettt sttt et ettt h e bbb et sae 100
Average Estimated Wages Method..........coouiiiiiiiiiee et s 102
Cumulative Wages MEthod. ......cc.ooiiiiiiie e ettt ettt sb et s st nae 102
Part-Year EMployment MEthOd .........c.ooouieiiiiiiiicieciet ettt ettt e s e ennesneeens 103

L@ s TS LY 15711 T e SRR 103
Earnings Not SUDbjJeCt £0 Payroll TaXeS ..uuiiriiiiiiiiii i e s e et e e e e e enes 104
(8] [Tt i ] a1 (o B 1= D= PP 105
(O3 TN a1 T IR 1= D= PP 105
Employee Taxes Paid by the EmMpPIOyer.....uiuiii i et e e ne s 105
The Earned INCOME Credif cuuueiiie ittt e st e e e e et e et et e e n e e e eenes 106
Tax Deductions for the Self-EmMployed PerSON......c.iiiiiiiii i et reee s 107
The Common Paymaster RUIE.... ... et e e e e e e e aens 108
Payroll Taxes for @ SUCCESSOr EM POy . v it e et e e e 109
Payroll Taxes for Part-Time EMpPIOYEES . ...ttt e e e e e 109
] = Lol o= 1 o R 1= Dt N 110
o) = [4=Lulo) g =T 0 a1 ) PP 110
YU 0o 01T 2 111
A A L=V @ LU =] uf (o o =P 112
Chapter 8 Tax Remittances ......cccccviiiiimirissmncsmsssm s ssss s s ssssssnssnasnnss 113
Learning ObJeCHIVES ... e en e 113
ol o T 11 ot f T ) o PP 113
Types of TaX Deposit SChEAUIES. ... ... et r e e eenens 113
Monthly DepoSit SChEAUIE . ....vi i e et e e e eaes 114

vii



Semiweekly Deposit SChaAUIE ....ui i e e 115

Federal Unemployment Deposit SChedule ... ... e ee e 115
$100,000 Next-Day DeposSit RUIE ... i e 116
AcCCUracy Of DEPOSITS RUIE ... ..uei ittt e e e e s e e e a e e s e e e e e e aenenens 116
DepOoSitsS NOL ON BUSINESS DAYS ..uuuiuiiniiiiiiiiiiitiie et s s e s e st e e s e ae e 116
Remittance Method ... .....ieiiiiii 117
The Form 941 Quarterly Federal Tax RETUIMN ....c.u it e e e e 118
oY a g e N B T =T ol =T o = Lo [ == P 122
Prior Period AdJUSEMENTS .. ...ceieie it e e e et s e e e e e e e e e e e e 123
Federal TaX Deposit PENalties. . ..iuiiiiiiiii i et n et e e aneaneenes 124
Trust FUND RECOVEIY PeNAITY ... vttt e e e r e e e e e e e aens 125
State TaX RemMItEaNCES ..uuieiii e 125
[0 Tor= ] N 1= DL S = 0 o= o= 126
YU 0o 01T 2 126
A A L=V @ LU =] uf (o o =P 127
Chapter 9 Unemployment TaXeS....cicivirrmrrmmsemmsnsranssasssasssnsssnsssnssnnsnnssnns 128
Learning ObJeCHIVES ... e en e 128
TN OAUCEION ettt 128
Responsibility for Unemployment TaX Payments .......o.iiiiiiiii e eee e 128
(LU N = D = [ U] = 1 o o PP 129
L I 1= G 5 T=T 0T 1= | = 129
L N = D == )Y o g T=T o T 1 e P 129
LU I 1= D S =T o o o 1 e PP 130
S = 1o U Lo T=Ta o 0] (o )Y 0 g 1= o | ol 1= D =N 130
Unemployment Benefit Claims. ..ot e e et 134
Calculation of the State Unemployment Tax Rate.........oviiiiiiiiiiii e 135
Voluntary Unemployment ContribULiONS . ....ciiiiiiiii i e e aereaaeas 136
Transferring an Unemployment Experience Rating .......coooieiiiiiiiiiiii e ee e 137
18121 .= V22 PP 138
A A L=V @ LU =] uf (o o =P 139
Chapter 10 Payments to Employees......cccuvciimmicrmcrisse s s ssssssnssnasnnns 140
=TT g ] aTo I @] o =T o f AV =T PP 140
a1 oY {1 ot ol o o P PP RPPPPPIN 140
Payments With Cash . ..o e e 140
PaymMENtS DY CRECK. .o i e e 142
= A0 a1 oL o A B T[Tt ol 1Y oL 1] | TP 143
PaymMeENtS DY Pay Card.....iouiieiieiiiiii i et r e e e et e et 144
Flexible Spending Account Debit Cards .......cieieieieiiiiii et e e e e 145
(0] aTel =110 g T=Te BTV o [ PP 146
YU 0o 01T 2 146
SRV ALY @ LU TS o [0} o PP 147
Chapter 11 Accounting for Payroll.......cccccuveimimmismssssssssssss s ssssssassnnsnnns 148
Learning ObJeCHIVES ... e en e 148
TN OAUCEION et 148
The Accounting JoUrNal ENTry ...t e et e e e e a e e e e aens 148
The Chart Of ACCOUNES .. ...ttt e e e e e e s e e e e e e e e e e e s s s s s eeenrens 149
D (S L= a L=l = | I =T Lo =T o PP 151
The Payroll JOUMN@L ...ttt e e e e et e e e e e e e e e e e s en e s s eennaens 151
Where to Record Payroll TranSaClioNS. ...ttt e sttt st e e e e e e et e s s e ae e at e aneaneaneaneans 151
Types of Payroll JoUrnNal ENEFIES ... v et e et e e e e e e e e e e aens 152
Primary Payroll JOUNal ENtry .o s e e et e e e e e s e s e e e et e e e e e e 152
Xole B T=Ta AT = T [P 154
Xolel [T [ =T o 10 E=T= P 154
Voo =T [N @0} o ] 0 1171 o 1= 155
BN efit PaymMEntS. . e enans 156
ACCrUEd BN efilS . it 157
1] 0T ol QST 8] o Yol T o) o) o 1= PN 158
= o U = ]I 2= Aol T=Tol Sl = 1 o Y PP 158



= aY o] [0}V ST ANa AV = o [ ol L PP 159

AcCrued Vacation Pay ... as 160
LI DG =] oo 1= 1 S 161
Payroll Information in the Financial Statements - Wages.......ccouiuiiiiiiiiiiiii e e 161
Payroll Information in the Financial Statements — Payroll TaXes........cooeiiiiiiiiiiiiiiiiiiiiie e 161
T8 00 0T 162
SRV ALY @ T U] o [0} o =P 163
Chapter 12 Payroll Reports ....cccivimmiemmsnsmsssssssssssssssnsssnssasssasssnsssnssnnsnnnsnns 164
Learning ObJeCHIVES ...t enans 164
a1 oY {1 ot ol o o P PP RPPPPPIN 164
NV o] | =0 [ ) o= PP 164
Internal ManagemeENt REPOIES ...c.u et ettt e e e e e e e e e e aneeaes 166
0 T 0 T 167
LT o1 1T L P 171
Corrections to FOrms W-2 @and W=-3 ... 172
The FOrm 1000-NEC . ... ittt e e et e e 174
The Backup Withholding RUIE ....uieiiiii i et e e e e e e ees 176
NEW Hire REPOITING ...ttt et a e e e e 177
RS0 [ .0 =T /2P 177
REVIEW QUESEIONS 1.uiitiiiiii it e e e e a 178
Chapter 13 Payroll Recordkeeping ...c.ccveervemrncsmscsrnsrssssssssssnssssssasssassnns 179
Learning ObJeCHIVES ... e enans 179
TN OAUCEION et 179
The Employment AppliCation ... . u e et e e 179
The Employer Identification NUMbDEr ....iui i e e s 180
The Social SECUNtY NUMDEE .. e et et e e e e e e eeeeaens 180
Employment Eligibility VerifiCation .....c.vieiiii i 182
Deductions and WIithholdings ....civiiiiiiii i e e n et e e e enes 182
ThE PerSONNEl FilE. .ttt e e ettt et at et st et e et e e et et e e n e e e e enes 187
Mandated Document Retention ......vvivieiiiiii 187
YU 0o 01T 2 188
A A L=V @ LU =] uf (o o =P 190
Chapter 14 Payroll Procedures.....cccccvirmnrmnrssssesssnsssnsssnssasssssssnsssnsnnnsnas 191
Learning ObJeCHIVES ... e ea e 191
TN OAUCEION et 191
(o] g 0 0 ST N V=T T 0 [=Tor= [ e P PP 191
Forms: The Paycheck and Remittance AdVICE ....civiiiiiiiiii i e 194
Procedure: Add an EMPIOYEE ......uieieiiiiiii et ettt a e 195
Procedure: Timecard Data Colle@Ction .......ccvviiiiiiiiiiiiiiii e 195
Procedure: Commission CalCulation........viiiiiiiieiiiiii e 196
Procedure: ProCess PayrOll........ i e et e e e 196
Procedure: Issue Payments t0 EMPIOYEeS ...ttt it s s et e e e e 197
YU 0o 01T 2 198
A A L=V @ LU =T uf (o o =P 199
Chapter 15 Payroll Controls ......ccccvvimmiimic s smssms s ssss s s ssssssnsssasnnns 200
Learning ObJeCHIVES ...t e n e 200
TN OAUCEION et 200
(LYo T=T = | @] o) o =P PRPTPPTIN 200
Payroll Calculation CoNErOlS. ... et e e s e et e e e e 202
(@1 o o= 1Yo g 1= o L @] o1l oY =N 202
Check Payment CONEIOIS .. ...t ettt s e e e e e e e e e e e a e n e enenenes 203
(D] g <Toiul D] oo | Wl o] a1 o ] [ PP 204
Y=LY= V[ o S o] ] 1 o IR PPPPPI 205
Garnishment CoNTrOlS ... 205
Employee AdVances CONTIOlS. .. ..u et e e e et e e e e e e e e e e s a e s s s s seenens 205
AV £z [or= Yo (o] o I o= ) VA o] 0} o o ] [ PP 206
YU 0o 01T 2 206
SRV ALY @ LU TS o [0} o = 209

1X



Chapter 16 Payroll MeasurementsS.......ccvemimmsesmsnssssssasssssssnsssnssnsssnsssnssnns 210

Learning ObJeCHIVES .. ..t en e 210
a1 oY {1 ot ol o o P PP RPPPPPIN 210
Payroll Entries to HeadCount Ratio ...ciuiieiiii i e e e e s 210
Payroll Transaction Error Rate .....u e ettt r e e e e e 211
Form W-2c to FOrm W-2 RatiO....iiiiiiiiii e 212
Proportion of Manual ChECKS ... ...uieieiiii e et e et e e e s e s e s s s e enens 213
Outsourced Payroll Cost per EMPIOYEE ..ouiiiiiiiiiii s e e et a e e a e ane e aneeneans 213
Annualized Compensation per EMpPIOYEe. .. ... e 214
Net Benefits CoSt per EMPIOYEE. .. . e ettt ettt e r e e e anseeeens 215
Y= L= o 1= gl =Y =T o T PP 216
o o) Lol o 1= T ol = g T o] (o Y= TP 217
(= aY o] [0}V =TT W U1 o Lo V=] o PP 218
YU 0o 01T 2 219
A A L=V @ LU =] uf (o o =P 220
Chapter 17 The Outsourcing Option .....cuccvirremsesmssmsssssssasssssssssnnsnnnnnns 221
Learning ObJeCHIVES ... e enans 221
TN OAUCEION et 221
Overview Of Payroll OUESOUICING . ..u.uieieiiiieieie ettt e e e s e e e e e e e e e a e nenanenenes 221
Reasons to OULSOUICE Payroll .. ... e et a e e e et e e e e eneenes 222
Reasons Not t0 OUESOUICE Payroll.....cieiieiiii i e e s n et e e e e e 223
The Outsourced Payroll CONracCt. ... ..o et e e e e e e eeeaens 223
The Transition to Payroll OUESOUICING ..uuiuiieii i et e et e e e e 223
Managing Outsourced Payroll .. ... e e 224
Measuring OUESOUICEd Payroll . ...uuiiiiiiiii i et e e e e st e e et e aneane e enes 224
Terminating an Outsourcing ArranNgEemMENT. ... .. i 225
18121 .= V22 PP 225
A A L=V @ LU =] uf (o o =P 227

Appendix A 2025 Federal Payroll Tax Calendar.......cccecivmrvnmriesnnesnnesnnenns 228
Answers to Chapter QuUestions.......c.ccivciiriris i e s s s s e 231
GlOSSArY cuutierrinrrsn s rssssn s ssanssasssanssnssanssnnssnnssnnssnssanssnnssnnsnnsnnnsnnnsnnnsnnnnnns 248

3 Lo 12 R 1



Preface

The payroll department has one of the most difficult jobs in business — it must comply with a maze of
payroll regulations, volumes of paperwork, and an array of disjointed systems to somehow pay employees
the correct amounts, remit taxes to the government on time, and issue accurate and timely reports to the
government and management. This can result in many errors, such as incorrect pay calculations, missed or
delinquent payroll tax deposits, misclassifying an employee as an independent contractor, and incorrectly
maintaining payroll records.

Payroll Management makes the payroll department’s job easier by clearly defining the most efficient
and effective means for running the department, while also addressing the following topics:

Whether an individual is an employee

How to track employee time worked

How to calculate all types of employee earnings

How to process tax withholdings and other deductions

How and when to remit taxes to the government

How to select the best method for paying employees

How to complete and submit government forms

How to set up a payroll recordkeeping system

Which procedures, forms, and controls to install for payroll processes
How to measure the performance of the department

An appendix contains the due dates for key filings and remittances to the federal government.

Payroll Management is designed for both professional accountants and students, since both can benefit
from its detailed descriptions of payroll systems, controls, procedures, and regulations.

Payroll Management provides the basis for operating a payroll department. It is also updated annually
to incorporate the latest payroll regulations. As such, it may earn a place on your book shelf as a reference
tool for years to come.

Centennial, Colorado
December, 2024
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