Contents

Module 1: Payroll Concepts

1.1 Introduction to Payroll in the United States ........ccccceevvercrcvrrcscricscnicssnisssnnissnncsssnnenes 2
Documents Employers REqQUESTE ........cccueieiiiiiiiieiiieeie ettt 2
Social Security NUMDETS ... ..cc.coviiitiiiiiieiiertiet ettt st 2
Methods of Paying EMPIOYEES.........cccuieiiiiriieriieeiieiesiie ettt 3
WIthhOLAING TAXES ..veieviiieiieeeiie et et e eeaeeeseteeesabeeessseeessaeeensaes 3
SOCIAL SECUTTEY.....uviieeiitiiie ettt et sttt et et sb e st se e en 4
IMIEAICATE ...t ettt et et sh et st e sttt et esbeea e st et et et enteeneenees 4
Unemployment INSUTrance TaX ......c..ccccveeeiiieeiiieciie et seve e eeae e svae e saae s 4
Disability INSUTANCe TaxX ......ccceviieiiiiiiiiiiesiie e ettt et 5
EMPloyee BENETits ....ccueiuiiiiieiieciie ettt s s erae e 5

1.2 Introduction t0 PAYIoll.......cceeeiiiiiinricciisnnnecssssnnicsssnnnesssssssssssssssssssssssossssssssssssssssssssns 5
CRAILEIEES ...ttt ettt ettt e sttt et e et eetbeen e et e e beessaeennen 6
The Payroll PrOCESS ....cvieiiiiiiiiiieiieetie ettt ettt et a e et sete e e baessaeenne s 7

1.3 Employee/Independent CONIIACLOY .....cccccurrecssssrneisssssrroscssssssssssssssssssssssssssssssssssssssssssssns 7
WoOrker ClassifiCation.........ocuiveeieeieiiieriiri ettt ettt 8
Backup Withholding .........cccoooeiiiiiiiieceee e 20
Statutory Employee/NONemMPlOYEE ........cccveeeeeiiieiiieeieeeeeie ettt e 21
NEW Hire REPOTTING ...eoouvieiieieiieiiiiiiesiie ettt sttt ettt et sabe e e reesae s 24
Social SeCUrity NUMDETS ......cccuvieiiiieiieieeitee ettt e et e eere e e seae e saaeeesaae e e aaeeeaaeenees 27

1.4 Fair Labor Standards ........eeieiiinniiiniiinnnniiniiiiiiniimieiiisiesseessessssssssssses 28
Fair Labor Standards: CONCEPLS ........ccuieriieriieniieeieeiteeiie ettt seae et ssae e eeee 28
Exempt/Nonexempt Employees: CONCePLS.......covuiieriieeiiieriiienieeeeie e eeseveeevee e 29
Exempt/Nonexempt Employees: Definition ...........cccoceevieeiiieiiiniiinie e 30
MINIMUIM WAEZE.....eeciiiiiiieiieeiie ettt ettt et e st et e et e sbaeesbeenseeesaesssessseansnennsaens 42
LIPS ettt ettt ettt ettt et et et e et e ettt e e ettt e e e rteeesteeearteae ettt eeatbeaetaeeesaeeansaeenees 45
Regular Rate 0f Pay........coouioiiiiiie et 47
The WOTKWEEK ......eeiviiiieitet ettt e sttt sate 52
OVETHIITIC ...ttt ettt et ettt et et et e e b e eabeea bt et e e ebeesebeembe et eeneeeeeee 61
WOTK HOUTS ... et et s e e 63
Other FLSA PIOVISIONS .....eertiriirieeieeiie sttt ettt ettt sttt sateseee e e eaeenne s 68

1.5 EMPloyment FOIMS ....cccovvveiiiniinniecissssneisssssnsissssssssesssssssssssssssssssssssssssssssssssssssasssssssassess 80
EMPIOYEE FOTMS ..ottt sttt 80

© 2021 API Fund for Payroll Education, Inc.



Module 2: Calculations of Pay

2.1 Calculation of Regular Pay .......ccuiiiiiivsiiicsisnniccisnnicssssssnisssssnsissssssssessssssssssssssssssans 102
Calculate Regular Rate of Pay ........ccccoeiiiiiiniiiiiecee e 102
Calculate TiP PaY .ocveeoeieiieeiie ettt et er e e ete e aae 103
Calculate Pay for Time WOrKed.........cccoovuiieiiiieiieiee ettt e 105
Calculate Other Pay.........ccooiiiiiiiiiiie ettt s 106

2.2 Calculation of Overtime Premium .........cceeiveicuensecsencsnnsennseecssesssscssseesssecssssssanssne 107
Calculate FLSA Overtime Premium Pay .........cocoeieiiiiiiiiiiecce e 107
Calculate Overtime Using a Weighted AVErage ........cccevvieevieeiiieiiieiniienie e 109
Calculate Nonexempt Salaried Overtime Premium Pay ...........cccocovvviieniiiiiiniinnnnn, 111
Calculate Commission Overtime Premium Pay...........ccccoeveieiiiiiiiiieiiieceeece, 112
Calculate Piecework Overtime Premium Pay ...........cccevviiiiiiiiiiiiiieie e 113

2.3 Calculation of Gross Pay ........ccueiccnniicssseicssseicssnnisssnisssisssssssssssssssssssssssssssasssssasssssases 114
FINAL PAY ..ottt ettt e et ae et ae e sr e e e n e e baeenaae s 115

2.4 Calculation of Federal INCome TaX .....cceveecrenreniseensnnnssensseecssncsnnsssesssnecssaessssessessn 116
TAXADIE WAZES ...eieeiiieciiiiecieeeee ettt et et ettt e e sate e aae e s bae e bae e nsaeennee s 116
Federal Income Tax Withholding ..........cccceevviiieiiiiiiieceeeeeeeeeeee e 119

2.5 Calculation of Social Security and Medicare Taxes .....c.ccceervuressnrcssnrcsssnncsssnccssanees 138
EMPIOYEE TAXES .oeevviieiiiieciieeeeiie ettt et e etve et ae e e sate e e aae e aaeensaeennsaeennsee s 139
Other FICA Tax ISSUCS.....ccuuiieeiieieciiececiieeetieeetie e tteeetveeestae e evae e aae e vaeensaeensaeennee s 143

2.6 Calculation of Voluntary Deductions.......c.cccceevuriesnnissnnicssnnicssnnisssnnesssnsssssssssssssssssese 148
Calculate Other DedUuCtions ...........coouiiiiiiiiiiiiiiie et 149
Non-Tax Deduction RepOrting..........cocceeueeieriinirniiniiiinecieee st 149

2.7 Calculation of EMPIOYEr TAXES ...cccovrecrrrrerssrrcsssrrcsssrrcsssrosssssossssssssssssssssssssssssssssssssass 150
Calculate Employer Social Security Liability ........ccccccceevviiiiiniiiiniieeeie e 151
Calculate Employer Medicare Liability ..........cccoooieiiiriiiinieiieeiiieeeee e 151
Calculate Employer Total Tax Liability.........ccccoevieeviiiiiienieiii e 152

2.8 Calculation Of GrosS-UPS .cccccuieeccireeicisssniicsssnnicsssssssesssssssssssssssssssssssssssssssssssssssssssssss 152
GTOSSINZUP 1 evtteitietie ettt ettt ee et teetbe et e st e e etteetbe et eeteeabeanseeenseeesaeenbeanneeenseesssesnseanneas 153
Grossing Up When Crossing the Social Security Wage Base ........c.ccccceevvvevieenenen. 154
Grossing Up With 40T(K) c...eeeeiieeiie et e 156
Grossing Up Crossing Additional Medicare Tax Threshold ($200,000).................... 157

2.9 State Income Taxation and Railroad Retirement 160
Multi-State INCOME TaXAtION .....cccuviiiiiieiiie ettt ee e eebe e e sane e 160
Railroad Retirement Tax ACt ........coceeuiiiiiiinirieeeiee et 164

© 2021 API Fund for Payroll Education, Inc.



Module 3: Calculations of Deductions and Net Pay

3.1 Calculation of Involuntary Deductions... 168
Withholding OTders........ccuiiiiiiiiiiiiciecie et s 168
CRILA SUPPOTTE ettt ettt et ettt etae e e et eebaeesbeenseeesaessaeesseanseeensaens 169
Federal TaX LeVY ..cueiv ettt ettt e aae e aae e s 184
Creditor GarniShIMent ...........cc.ooiiiiiiiiiiiie et 191
Other Withholding Orders...........ccouiirieiiiiiiiiiiesie ettt e 197
Federal Agency GarniShments ...........ccceeeeveeeiieeenieecie e s 202

3.2 Calculation 0f Net Pay .......ccoeeineenrensensseensancssanssesssncsssnsssesssnesssessssssssssssasssssssssssssassss 210
Calculate Total DedUCHIONS ..........coiiriiriiiieie ettt e e 211
Calculate Total Payroll..........ccooeeiiieeiiiecieiece ettt e 211
Calculate NEt Pay ......cc.oiiiieiie ettt e et sa e st 212

Module 4: Fringe Benefits and Other Payments

4.1 Fringe Benefit Rules 214
IRS Regulations Impacting Payroll..........ccccooiviiiiiiiiiiiiiiinecece e 215
TRS REQUITEIMENLS ....veeuiieiiiieiiieeiie et ettt etaeeete et e e saeeete e eeenseeesbeesteansneesaesasessneannnes 215
IRS REQUITEIMENLS ....oeeiiiiieieiiieciiie et ie et ettt e e este e e eate e e snseeessseeessseeenseeas 216
Special Accounting RUle...........oooiiiiiiiiiii e e 218

4.2 Nontaxable Benefits ......cceeeiieiisnnsennsennsicsnnssinsneneicssesseisseessssssesssessssesssssssassss 219
Section 132 (Income EXclusion BasiCs).......cueeevuiiieiieniiieeriie e 219
No-Additional-Cost Fringe Benefits .........cccoceeriiiiiiiiieiieeieceeeee e 220
Qualified EMPloyee DISCOUNLS.........cocuiiuiiiiieniie ettt eve e e esae e s 220
De Minimis Fringe BenefitS.........cccvieiiiiiiiiieie e 221
Working Condition Fringe Benefits..........ccccveviiriiiiieiiiiiieie e 223
Cell Phones—Working Condition Fringe Benefits...........cccooeveevieeiieeciinciienieeieenen 223
Qualified Transportation Fringe Benefits ..........cccccueevieievieieciieecieeece e 225
On-Premises Athletic FACIIItes. .......couiriiririiiriiieiieie e 229
Qualified Retirement AdVICE .......c.eviiieiiiiie et e erae e 230
MOVING EXPEINSES ...vviiiutieiitieeeiieeeiieeetieeteeeeee et aeeeseeeneaeenseeessseessnseessseeessseeessneeens 230

4.3 Employer-Provided Benefits........ccccceerveiesvnicscnnisssnnissnnicssnnissssnssssnsssssnsssssssssssssssssecs 231
Awards and Prizes Income/EXCIUSION........ocuiiiiiiiiiiiiieiiieie e 231
Personal Use of Company Vehicles.........cocovevviiniiiiniiiiiiiiiiennecccie e 233
Accounting for VEhicCle USE.......c.cccuiiiiiiiiieiiiciieiieie ettt s 234
Group-Term Life INSUTANCE .......ccccvvviiiieiiiie et 240
Whole-Life INSUTANCE.......cccviiiiiieiiiie ettt et e eeeave e eeae e s 244
Personal Use of Company AIrCraft ........c.eeeveeiuieriienieeieeieeiieeiie e e 246
Educational ASSISTANCE.......cc.uieuiiiiiiiie ittt sttt s 247
Business Travel EXPEnSEes ......co.evviirieieiiiniiniieecie ettt 250
Reimbursements Under an Accountable Plan............cccocoiiiviniiniiinieniicce 252
Payments Under a Nonaccountable Plan ...........cccccevvciiiiiinniiniieeeeeeee e, 255
Per Diem ALIOWANCES.........ovuiiiiriiieeie sttt 256
Daily Transportation EXPENSES ......c.ccccvieeiieriieeieeiiiieieeieeieeeeeesreeetveeeeeseeesseessneenneas 259
Mileage ALIOWANCES ......uveeeeeiieeiiieeitie et e et ettt e ee e eee e e eere e e eateeeseseeessbeeessseeenseeas 261
Meals and LOA@ING ......cc.eeuiiiiieiie ittt ettt ettt et e nees 264

© 2021 API Fund for Payroll Education, Inc.



4.4 Other PAYMENTS.....cccevveiiesnncssanssssnsssssnssssssssssssssssssssssssssssssssssssssssssssssssssasssssasssssasssssasss 266

Advances and OVETPAYMENLS .......ccueeerveeerieeeiieeesieeereeestaeeesereeessseesssaeesssseesssaeessseees 266
Back Pay AWATAS ......oooiiiiiiiieiie ettt et et 272
BONUSES ... ettt st 277
COMIMISSIONS ....vveeivieeetieeetieeeteeetee et eeeaseeeaeeeesaseeessaeessseeesnseessnseessseeessseeeesseenssseenns 279
Death Benefits .....cccceiuieiiiiieiiiiicec e et 279
Disaster Relief PAYMENtS .......ccceeeviiiiiiiieiecee et 280
JULY DULY Pay c...oooiiiii e 281
Leave-Sharing PIANS.........c.coociiiriieiie ettt e e e s e e s 282
Retroactive Wage Payments.........ccceeeeieieeiiiiiieeeie e 284
TAXADIE TIPS .. vveeuitietie ettt ettt ettt et et e et e e b e e tbe et e st e saeeesbeeaneas 284
Repayment of Employer-Provided Loans ...........cccceevieeiiiiiinciienie e 292
Loans t0 EMPIOYEES ...cc.ueieiiiieeiieiecie ettt e vae e s 292
SICK PAY ..ttt et ettt enae e 294
Reporting ReSPONSIDIIILIES ......cccvieevieeiiiiiieiieeiie ettt ettt e n 299
Stock OptioNS/PUIChASES .....ccuviieiie et e e 303
STOCK AWATAS ...coneiiieeiieetiet et sttt sttt saee e 311
WOrkers” COMPENSALION.......ccuieruieerreiiieiieetieetieeieeesteeeaeeneeesteesseeesseesseenseaesseessseenses 315
Dependent Care ASSISTANCE ........eeeeveeeeueieeieeeeieeesieeeieeeereeeereeessseeessaeeessseeessseesssees 316
SEVETANCE ...vveceecnitietie ettt ettt st et e et sabe et e e e saeeeeae 318
GOlden ParaChute ...........coeeiiiiiiieie ettt st 318
CIUD MEMDETSRIPS ..veeeviieeiie ittt et et ae et ae e aae e sae e vaeessaeessaeennnee s 319
AdOPLION ASSISLANCE......eeeeiieiieeiieeiteetieetieetie et eet e ste et e e teestaesebeeseaenseesssesnseenneeenses 322
Differential Military Pay ........cccveeviiiiiiiiiiiieee ettt 325
ID ProteCtion SEIVICES.....cccuiieeiiieeieieeieeeeieeeetieeestteeetteeestaeeessbeeessseeessseeessseeessseesnsees 326

© 2021 API Fund for Payroll Education, Inc.



Contents

Module 5: Retirement Plans

5.1 QUALITIEA PIANS ...ueueeeeeeieeieceerrcsrsnneereececsssssnnsasessecsssssssssssssesssssssnssasassesesssssssnssasassesssssssnssasassessss 2
Retirement PIans ........ccooiiiiiii i et e 2
5.2 Deferred Compensation PIANS .......ccouiiiiiiivniicnissnniensssnnisssssssnisssssssssssssssssssssssssssssssssssssssssess 4
Deferred COmMPENSATION ......cc.uiiiiiiiieiiie et eteetee et ettt ee st eete et e seeessbesabe et e s seessaeenseanneaanne 4
Annual Compensation and Contribution LImits..........ccceeevieriieeiieeiiiiniiienie e 5
Tax Treatment of Pension and Profit-Sharing Plans ...........cccccoooieiiiieiiiii e, 5
Qualified Annuity Plans Under §403(2) ......covieeiieiiiiriieeie et 6
ERISA REQUITEMENLS.....cocuiieiiiieeiiieeitie ettt ee et e et eeseteaeseteeeseaeasssseeessseeessaeeessseennsaeennseeens 6
Deferred Compensation ReGUIAtioNS ...........ccouiiieiiiiiiiiieie e 7
How After-Tax and Pre-Tax Contributions Affect Net Pay ........ccccoeeivnieiiiiiiiiiniieieceene, 8
5.3 Deferred Compensation Regulations (401(k), 403(b), 457(b)) 10
CoNtribULION LAMIES........iiiiiiiiiitie ettt ettt st et e e e e eesaee e 10
Holding Periods for Elective Deferrals...........ccoooiiiiiiiiiiiiiiieie e 13
Automatic 401(K) ENrollment ...........ccveiieiiiiiiiiiiieeiieeeee ettt sveesaae e 13
Tax Treatment of §401(K) PLans .......cc.oeeoiieeiiie e 16
Reporting REQUITEMENLS .........ccueiiiiiiiiiiieitie ettt ettt saaesebe e e e e nsaesaae e 17
Roth Contributions to 401(K) PIANS ......ccc.cevuiiiiiiiieiieieeeieeie ettt e en 17
Tax-Sheltered Annuities (403(b) P1ans) .......ccoeeoiieiiieeiiie et 18
Deferred Comp Plans for Public Sector, Tax-Exempt Entities ..........ccccoceeveeviinieninncnene 20
Nondiscrimination Testing—-401(K) P1ans .........ccccvveviiiiiiieiiiecie e 24
5.4 Nonqualified PIANS ..ceiriiiivvniiiscsnnissisnniccssssnsecssssssssssssssissssssssessssssssssssssssssssssssssssssssssssssssss 27
Federal Income Tax Treatment...........ccoocuieiiieiiieiiiee ettt ettt e se e e e 28
Nonqualified Deferred Compensation Plan Defined for Social Security/Medicare
TAXALION ...ttt ettt et ettt eh e et e et e et ehbeen et e neeas 41
Determining the Amount Deferred..........coouiiiiiiiiiiiieiie e 42
Withholding RULES ......cviiiiiieiiiiieiie ettt ettt et et e e s s eeteenneaas 43
Reporting REQUITEIMENTS .......ccuviiiiieeiiieeeiie ettt et e e e e eaeeeessseeeseseeessseeas 44

Module 6: Cafeteria Plans

6.1 Cafeteria PIANS ......ouiiiiiiiiiiiiiniiiiiininnnicssnicssticssnsssssecssssesssssesssssssssssssssssssssssssssssssssssssnss 48
IRC Section 125 COMPONENLS......c..eeuiiriierrieeieerieeetietreeseeeteessaesebeesseeesseessaessseanseessseessaeses 48
TRC G125 EIECHIONS .....vveeeeeciiiie ettt ettt ettt ee e e ete e e e ebae e e e saeeeeeesasaeaeeannaeaeennes 49
6.2 Flexible Spending Arrangements ........ccccccecvreeccssssecsssssssssssssssosssssssssssssssssssssssssssssssssssssssss 64
Flexible Spending ATTangements............c.eecueeriieriieeieniieniie e et et eeseeeeeaeeieeneeeseeeseaeeaneens 64

© 2021 API Fund for Payroll Education, Inc.



Module 7: Payroll Reporting and Employment Taxes

7.1 Tax Deposit REQUITEMENTLS ....cccovveriiisrsnricssssnricssssnsessssssssssssssssossssssssssssssssssssssssssssssssssssssssss 70
LOOKDACK PETTIOM .....cccviiiiie ettt et e e e eate e e eaae e e sabeeesnneeas 70
TaxX DepOSit FTEQUENCY .....ccoiiiiiieiieciieiietie ettt ettt sebe e e s e aessaessbeenseeensaessae e 73
Calculate Federal Tax DEPOSILS .....uieicviieiiiieeiiiieeeiieeeieeeiieestee e e eree e e seseeeseneeeenneees 79
Tax Deposit MEthOdS........cooiiiiiiiiiieiee ettt s et seae e ea 79
Federal Tax FOrms (An OVEIVIEW).....cccuieiiiiiriiiiietetenteie ettt sttt et en 83
7.2 QUATrterly RELUINS ....cicvveiiiininiinnnnseninssennssssnessssnssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssasss 85
Purpose OF FOTM Q41 ......ooouniiiciie ettt ate e saae e e eare e e stae e e saaeeeneas 85
Form 941 Reporting/Filing REQUITEMENTS .........cccvieriieiiiiiieiie et 86
Form 941 Line-By-Line Reporting Requirements............c.ccccoveeeiiieeiiieniieesieeesieee e 90
E-File Employment Tax for Forms 940 and 941 ..........ccoooiiiiiiiiiiiiee e 99
Schedule B (Form 941) Reporting/Filing Requirements.............ccccccveevieerieecieenceennieennnenns 100
Schedule B (Form 941) Line-By-Line Requirements.............ccccveerviieieiiieeeieeeeiee e, 100
Multiple Worksite RepOITING .......cccueeiiiiiiiiiiiiie sttt e 106
7.3 ANNUAL RETUINS coconueieiiiiiniiiiinieniiensinnnenssessseesssncsssssseesssesssassssesssessssassssssssessssssssasssssssasssss 108
Forms W-2, W-3, and Electronic FIling .........cccccoouiiiiiieiiiieiieeee e 108
Federal Unemployment TaX ........ccceeeciieiiiiieeiiiecieeeee et stae e seve e e saae e e sraeeenaeeenes 140
FOTmS 1099 ..ottt et s e 158
Other ANNUAl REUINS .......ooiiiiiiiiiii et e 166
7.4 Correcting RELUINS .....cciiiivceeiiisisnnicscsnniessssnsessssssssssssssssossssssssssssssssssssssssssssssssssssssssssssssnsas 173
Purpose 0f FOTIM W=2C....c..iiiiiiiiiiiee ettt ettt e e 173
PUrpose OFf FOIM W=3C...ooiiiiiiiiiiiiece ettt s et sebe e 177
Overcollected/Undercollected TaXeS .......coouerueeieeniinieeieeieeiie et 180
Purpose of FOTM 94 1-X ..ottt sttt et 184
Purpose Of FOTM 843 ...ttt sete e see e e stae e e sabeeesabeeenes 214
7.5 Other Reporting REQUITEMENTS ......cccoveeereverensrrrcsssrrcssenssssssssssssosssssosssssssnsssssasssssasssssassssans 216
Taxation and Reporting of Wages Paid to Deceased Employees..........cccoveerieiiiniennnen. 216
Calculate Withholding for Wages Paid to Deceased Employees ...........cccoeveeieeiiinneennen. 217
Purpose of FOTM 4070.........oooiiieeiieeiie ettt et e e seae e stae e e seaeeestaeeessaeeesaeennes 218
Form 4070 REQUITEMENTS. .....ccuvertiriirieiie ettt ettt ettt et s et et e 218
Form 8027 REQUITEIMENTS. .......eeuiiiiieeiieeiieeieeeteesteeeeieesteestaeeereeneeeessaessaessseansneesaeeseesnneannns 218
Purpose Of FOTM SS-4........ooiiieeeeee ettt e estae e e saae e e stae e aaeenes 219

© 2021 API Fund for Payroll Education, Inc.



Module 8: Record Keeping and Payroll Practices

8.1 Payment Methods ........cccoviiiiiiiiniicniisnnnecsssssniicssssnnssssssssessssssssssssssssssssssssssssssssssssssssssssssssas 222
Payment by Check or Cash .......c..cociiiiiiiiiiiiiice e 222
Payment by DireCt DEPOSIt......cc.eeeiieiieiieiiieiieiie ettt ettt e ene e s e e 225
Payment by PayCard..........ccueiiiieiiiie e e e 233
ESCREAL ...ttt et ettt 236
Other Payment REGUIAtIONS ........ccuiiuiiiiiiiie ettt ettt st e e e 237

8.2 PAYTOll PractiCes .....ccccecveicisuncnsnncssunccssnnessssnsssssnsssssssssssssssssssssssssssssssssssssssssssnsssssasssssasssssas 238
PayTOll PTOCESSING. ... ccueiiiiieetie ettt ettt ettt et et e st e e e e 238
CONTIAENIIALILY ..ottt ettt et sate et e se e et sabeenneeenseensees 252
Legislation Impacting PayTroll...........ccciieiiiiiiiiieeieeece ettt 263
Procedures and PracCtiCes .........cuiiiiiiiiiiie ettt e eae e saaeeesaae e e 281
Business Continuity PLans ...........cooieviiiiiiiiiiiiiiecie ettt 284
WOTKITOW .ttt sh e et e st et e e e 290
Service Level AGrEemEnts .......c..couiviiiiriiiiieie ettt sttt st sr e 291

8.3 ReCOrd KEEPING ...ccccuuiiiiuniiisnniniseniiisnninisnnissssnessssnessssnsssssssssssessssssssssssssssssssssssssssssssssssssssassnns 293
DOL Record Keeping RegUIAtioNS .........cccuvieiiiieiiiieiiieciiiesie et eae e 295
IRS Record Keeping Regulations ..........cccueeiciiieeiiieeiie ettt 301
USCIS Record Keeping RegUIations ..........ccceeiieriieeiieiieniie ettt 305
HIPAA Record Keeping ReGUIAtIONS ......c..ceeviiiiiiiieiiiecieeecieeecie e 306

84 SYSTEIMS cuuerriiiiiinrienisnnnicsssssnnisssssnsicssssrsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssas 313
SYSLEIM PIOCESSES ...cvveiiiiiiiiiiiiieitieee ittt et ettt et et et et ee et st ee st eesabeees 314
Artificial Intelligence/Maching Learning ...........cccoeevveeueeriienieenieeiieeeeeiieeiie e eeeeseeeeeees 325
System Selection and Implementation.............cccueeriiiiiie e 328
Other SYStEIM ISSUES ... ..eeuiiiiieitie ettt ettt ettt st et et et eesebe e e neeesees 344

8.5 PENALLIES .eevcuuerueiiiicrnicuenennitecstnicsuenseesstecsniessesssnesssesssesssessssassssssssesssessssasssssssasssssssssassanses 347
DOL PENAITIES ...ttt et ettt et et e e e e 348
TRS PONAILICS ... .eeiuiieiiie ettt ettt ettt eeae e e etteeessaeaessbeaessseaessseeessaeannseas 348

© 2021 API Fund for Payroll Education, Inc.



Contents

Module 9: Payroll Accounting and Auditing

9.1 Accounting TerminolOZY .......cccccceereseressniessnnicssnnicsssnisssnisssssssssssssssssssssssssssssssssssssssssssssns 2
Accounting PrINCIPIES ......ocuiiiiiiiiciiiecie ettt ee e 2
AcCOUNTING PEIIOAS ....eiiniiiiie ettt sttt se e e en 8
Balance Sheet and Income Statement ............cecueeeiirieiieiiiieiiesiie e e e 9

9.2 Account ClasSifICALION .....cocveeeireeiiieeissencssneeessnnicssnnsssseecssseecsssesssssesssssessssssessssssssssesses 15
Recording TranSaCtions .........cecvereerueeienieniirtee ettt sttt st 15

9.3 JoUrNAl ENTIIES cccueiiuernieisiiininsenneicsnnncsnensensssecssessssnssssessassssesssnssssssssassssesssssssassssasnse 17
Purpose and Recording of Payroll Journal Entries..........cccoeeiieiiiieiieieiieeeieceees 17
Recording and Posting Payroll Transactions .............ceceevveeieeiieniiieniie e 19
Purpose and Recording of Accruals and Reversals...........cccoceeviieniienieiiiiniieiiees 23

9.4 ReCONCIALIONS ..uueeieneeiiieniiiniiiiiiinienissniesseicssnicssseesssncssssesssssessssssesssesssssesssssssssssssses 27
Repayment Of WaZeSs ......c..ooouiiiiiiiie ettt s 27
Reconcile General Ledger Payroll ACCOUNLS .........cccueevieniieeieeiieiieniie e 30
Reconciliation of Output REPOItS......ccveeeiiieeiiieeiiie ettt 31

9.5 INternal CONLIOl ....uueeuieiiiiniinnenieinieiennennenneecsseesnnsnesssasssesssessssssssassssesssesssassssassnne 31
Internal ContrOLS. ...c..oiiuiiiiiei ittt et 31
Audits—External and Internal .............cccooeiiieeiiieciiice e 37
Sarbanes-Oxley Compliance/SSAE 18 ........coiiiiiiiiiiieeeeeee et 38

Module 10: Payroll Administration and Management

10.1 CUSEOMET SCIVICE ..ceerueriiisereissrresssencsseecssnecssseecsssteesssessssssssssssssssesssssssssssessssssssssssssssas 44
DIETINTEON .ttt sttt et e et bt se et e eabe e 44
Responding Efficiently to and Resolving Customer Requests............cceeeveevieeniiennnnnns 44

10.2 COMMUNICALION .euuueeerueiisneeissneinsnenssneessssesssssesssssssssssssssssssssssssssssssssssssssassssssssssssssssss 49
Communicate EffeCtiVely.......cooiiiiiiiiiiiieci e 49
Effective Communication TeChNiqUESs ...........ccveviieiiiiniienie et 51
Effectively Manage Interpersonal Relationships ..........ccccveeviieiiiieiiiieciieeceeee s 58

10.3 Personal Time Management ........cc.cccevveeccssrecsssnncssancsssecssassssssssssssssssssssssssssssssssssssess 59
Personal Time Management Techniques ...........ccccvveiiieiiieeiiieeiiecece e 59

10.4 MANAGEIMENL ..cuvvrieeerrnrecssssnriossssssosssssssesssssssssosssssssssssssssssssssssssssssssssssssssssssssssssssssssssss 62
Basic Management SKills (AN OVEIVIEW)......ccueeuierieriieeieeieeeiiesiieeeie e seee e ees 62
Skill 1: Planning and OTZaniZing ...........cceeeeveeeiueeeniureeiireeeieeenieeesereeesneeessneesssseesnsnns 64
SKIIL 21 StAffing ...cooveeeeie e e et e e 92
Skill 3: Directing EMPIOYEES .....cc.eevuiiiiiiiiiiieeiie ettt e 102
SKill 4: CONLTOIING ... veeiiiieeiie ettt ettt e e e e e e e e e etaeeesebeeessseeessseannes 104
SKIll 5: REPOTTING ..eevteiietieeiie ettt sttt e 108
Team Building Techniques (adapted from Tuckman’s team development model).. 110
Management Theories and SKillS ........c..coooiveiiiieiiiieieee e 112

© 2021 API Fund for Payroll Education, Inc.



Module 11: Health Benefits

11.1 Health Benefits BasiCs ....coiiiiiviiiiseeiiseecisiecssneecsseecssnnecssseccsssessssseessssesssssssssssssses 124
Types of Health Insurance Plans...........c.cccooouiiiiiiiiiniiiii e 124
11.2 Taxation of Health PIans ........iiniiiniinninninninnnennnennnnecnennsessesnseseeseesees 126
Tax Treatment of Contributions and Benefits............ccocceeiiniiniiiiiiiii e 126
11.3 HSA/HRA and COBRA .......couiiiirnnenseisseissssssnsssssssssssssssssssssssssssssssssssssssssssssssssasss 133
Health Savings ACCOUNL.........coviiiiiieiiiiietie ettt et st eie e aeesraeesbeennas 133
Health Reimbursement Arrangement............cccveeeueieeieeeieeeeieeeeieeesieee e eeseaeeesaaeens 135
COBRA CONtINUALION ...ttt ettt sttt et sa e e et e e esteseee e 140
11.4 Employer Shared Responsibility and Reporting .........cccecceeeevercscercscnnicssanissnscssnns 144
Employer Shared Responsibility .........cccccecieeiiiieeiiiiieiie e 144
Information Reporting by Applicable Large Employers Under the ACA ................ 153
11.5 Health Insurance Reporting on Form W-2 ........iiiinvninnsncccsncsssnncssssscssansesans 164
W-2 Reporting of Cost of Employer-Provided Health Coverage............c.ccccuueenneee.. 164

Module 12: International Payments

12.1 Non-Resident ALIENS ......coccceveiireiieeiseensninsnnseessnensesssessssessssssssesssessssessssssssssssessssee 174
Resident/Nonresident Alien TaxXation ............cccueeiiiiiieeiiieiiinnie et 174
TAX TTEALIES ..ttt ettt sttt et et bt ettt et et ebaesae e e e saeens 182
Purpose of FOrm 8233 ...t e e 183
Form 8233 ReqUITEMENLS ......ccvieiiiie et ettt ee ettt eesete e seteaeeeaeaeseaeeessaeeenaaeens 184
Impact of Visa Status on Taxation ..........ccceceeerieeiiiiiienie e 185
12.2 EXPALFIALES .coovvrrerrurrsssanisssanisssancssnscssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssas 189
Expatriates/Resident AENS .......cccceeieiiieeiiiieiie ettt seae e seae e 189
Foreign Earned Income Exclusion/Expatriate Taxation ..........ccccceceevevieniencnneennees 191
Totalization Agreements—Social Security/Medicare Taxes ..........cccoeevvevverreenennne. 195
Employer Tax Reimbursement POIICIES .........cceeeuiieriiieiiiecieieceeee e 197
CUITENCY CONVEISION. ....eeuvieieieeeiieetieetieetieeteasteesteeestesteessaessbeenseaanseessaessseenseannseesens 201
Managing International Relationships ..........cccceeeviieriiiiiiiieniiiecieeece e 201

© 2021 API Fund for Payroll Education, Inc.





