Contents

Module T: Payroll CONCEPLS........cceeeeeeerreerreeeetietireeeieessnneereeeeeesssssesssssssssssseeessasssssssssssssssnsssssssssssssssssssssnns 1
1.1 Fundamental Payroll CONCEPES......cc.oouiiiiiiieiieieieie ettt ettt ettt sb e beebeeseesaessesbesaea 2
Documents EMPIOYErS REGUEST.........ccvoiviiuieeieiieieiesiecte ettt ettt ettt sa s sbessesreeseessessensenes 2
SOCial SECUTY NUMDETS. ....cuiiiiiiciieiieeeee ettt ettt b et beeaeeteesaessessaseeseese e 2
Methods oOf Paying EMPIOYEES.........cciiiiiiieieciicectetteee ettt b e sttt eseessensesresaea 3
WIthNOIAING TAXES.... .ottt ettt et e et e et e et e eteeteeaeetaeeteeeteeeteeeaeeaseeaneereeas 3
SOCHAI SECUTILY.....eviieiiiiiieie ettt ettt ettt et e st et et e eteeteessessessebeeseeseeseessessesesseessessensessessenns 3
IMIEAICATE. ...ttt e h et eeh et e st e bt ea e e bt e b e e e st ek e e emeeb e et eneebe et et eneetenteneeneseenes 4
UNemploymeENt INSUFANCE TAX........ccuecieriiiiiiiiitieiteieteste ettt it estesesestesteeteeseessasesseeseeseessensessessesseessesseses 4
DiSability INSUIANCE TAX....cuiiiiiiiiitiitieieeetetet ettt ettt ettt ettt e b e b e b e eaeeseeseessessessesseeseeseessessensanes 4
EMPIOYEE BENETIES. ..ottt ettt ettt ettt et ae b e ebeebeese e st essessesseeseeseessensensans 5
INtrOAUCTION 1O PAYTONL......oceiieieiiiiieiictece ettt ettt ettt et et e ss b e b e b e eseeseessessessenes 5
Employee/INndependent CONTIACTON............ciiiiiiiiieiiceeieetet ettt ettt ettt esaesbesbesaeeeeesseneens 6
Employer Options for Managing the WOrkforce.............cooveiiiiiiiieieieieeeeeeeeeeee e 13

1.2 New Employee FOrms and REPOMING........cocieiiiiiiiiiciieieeeieieste sttt ettt sbe st et enseneas 15
Social SECUITY NUMDETS. .......iiiiiieiieiieeee ettt b e bt eteesa s e s e sbeereenas 16
EMIPIOYEE FOMMIS ...ttt ettt ettt ettt te et e seesb e b e b e beeseeseessensesbesseeseessessensensensenns 17

1.3 Fair Labor STANAANAS..........covoiiiieiee ettt sttt ettt b et be st e e s 31
Fair Labor Standards: CONCEPLS.........ooui ittt ettt ete e et e et e eteeereereens 32
Exempt/Nonexempt Employees: Concepts & DefiNition.............ccoceeieieieniiiiicicceece e 32
MINIMUIM WAGE. ...ttt e e e e et e e e abe e e e ataee s sbeeeesaeeeesasaeesassseeesssseessnsseeennns 35

1] o 1= TSRS PRRUPPRRINE 38
REQUIAT RAtE Of PaY......oouiiiiiiiciieieeeeee ettt ettt ettt st et ssesbesbesbeebeessensennas 40
Payments to Include in Regular Rate of Pay..........ccooiiiiiiieiiieeceeeeee s 41
Payments to Exclude from Regular Rate of Pay..........ccccocuiiiiiiiiiicicicieeeeeeeeeee s 43
THE WOTKWEEK. ...ttt ettt ettt ae bt s et et et e s b et e st s b e e eneebeneeneenen 46
OVEITIMIE. .ttt et ettt e at e bt e bt e bt et eat e e et e e et e sae e bt e bt e bt eaneeanenanen 50
WOTK HOURS. ...ttt ettt b et s et e et b e b et et e st et e st ebe s eneeneeaenes 52
Other FLSA PrOVISIONS. .....couiiiiieiiitiiei ettt ettt ettt ae sttt et s s b et e bt st e s eneebete st eneeaenes 55
Module 2: Calculations Of Pay.........cceeeiiiiiiiieiirrrienreeeeieeeirreesssssnneereeeeeeessssecssssssssnsssseessssssssssssssssnnnnenes 59
2.1 Fundamental Pay CalCUlations............ccioiiuiiiiieiiiecece ettt sb et 60
Calculate Regular Pay for Time WOTKEd...........cciiuiiiiiiieieiececceeeee ettt 60

CalCUIALE THP PaAY...iiiceieieiee ettt ettt ettt et b et et ete st ns e b e sbeeteeteensensennas 61



Calculate Salaried Pay..........ccooiiieieieieciece ettt ettt ettt b e besbeeteeneenaens 62

Calculate COMMISSION PAY........cciiiiiieiieiiieiecie ettt ettt ettt et et esa e b e sbesbesteesaessessesseereeeas 63
Calculate Regular RAte Of Pay.........ccocoiiiiiiiiieieieiecieeeet ettt ettt besbe et sa s nnas 63
Calculation of OVErtime Premilm........cccoiiiiiiieeee ettt 64
Calculate Overtime Using a Weighted AVErage...........cooouiiiieoiiciiee e 66
Calculate Nonexempt Salaried Overtime Premium Pay...........cccooeieieieiiiniieicceceeee e 67
Calculate Commission Overtime Premium Pay...........cccociiiiiiiiiiieieieiese ettt 68
Calculate Piecework Overtime Premium Pay..........c.ccoviiiiiiiieieieieeee ettt 70
Calculation Of GFOSS Pay........c.cceiiiiiiiiiciiceeeeee ettt ettt ettt et ss e b e sbe e seessessessesbesreeseas 71

2.2 Fundamental Tax CalCUlationsS.........ccccoiiiiiiiiiieee ettt 73
TAXADIE WAGES. ...ttt ettt et et et e et et et teete e et e e aeeete e teeteeteeteenteeaeeeaeenns 73
Federal Income Tax Withholding...........c.oooiiiiioeee et 75
Calculation of Social Security and MediCare TaXes..........cccevirieieierieieiiieee et 105
Other FICA Tax CONSIAEIAtIONS.......c.couiiieiiiiieiett ettt beeaens 109
Calculation of Employer Tax Liability..........ccoocieieiiiiiiiicecceeeee e 109
Calculation Of GrOSS-UPS.......coouiiiieieeieeee ettt ettt ettt et teeteeteeateeaaeeaeeereeaean 111
Multi-State INCOME TaAXATION.......c.oiiiiiiiieeee ettt st eenea 112

2.3 Calculation of Deductions and Nt Pay...........cccccoeieiiiiiiiiicicceee e 117
WIthROIAING OFAEIS.......eieeeeeeeeeeeee ettt et et te e te e e ae e aeeeae e 117
CRIIA SUPPOT....cceeeeeeeeee et ettt et et et e et e et e e te e teeteeteenteeaeeeseeeaeeeteeseenns 117
TAX LOVIES ...ttt ettt et ettt et et be e b 125
Creditor GarniSNMIENTS.......c.oi ettt ettt a e bt se et et e et et eneenesaeneas 132
Other Withholding OFAEIS.......c..o ottt ae et eaeeaean 136
Federal Administrative Wage GarniShments..............ccoooioiiiiiiiee e 138
Calculation of Voluntary DedUCHIONS..........ccocieiiiiiiiiiiceccee ettt 142
Calculation Of NET Pay........ccooiiiiiiiiiceeee ettt ettt b et et b e b beebeeseessensesessens 143

2.4 Payment METNOAS. .....c..ooiieiieee ettt ettt et ettt sb b b et eseens e s b 145
Payment by CheCk OF Cash.........ccuooiiiiiiieeiciceeee ettt bbb 145
Payment DY Dir€Ct DEPOSIt.......ccuooiiiiiiiieiieiieieieeete ettt ettt eb et et ss s besbe st e eseessessens 147
Payment DY PayCard............coooviiiiiiiicieieeeeteete ettt sttt sb et et s b e 156
EQrNEA Wag@ ACCESS... ..o ettt ettt e e te e et e e e et e eaeeeteeeseeteeteenteeaseeaseanean 159
ESCRIEAL...... ettt bttt bttt ne ettt n et et enes 160
PAY FrEOUENCY. ...ttt ettt et e et e et e e et e sabe e sat e e snteenateeebeeenbeeenees 161
Module 3: Fringe Benefits & Other Payments...........cccccceeeiiiiiiiiiiiernnrrnneeeeeeeeeseneesssssssnnneeeeesesssssssssssssnes 163

3.1 Rules for Fringe & Nontaxable Benefits.............coviuiiiiiiiiiiiceeeeeee e 164



IRS Regulations Impacting Payroll..............ccooioiiiiiiiicieieeeee e 165

Taxation REQUITEIMENTS.......oooiiiiee ettt et e et e e e et e e e s tbe e e e tbeeeessaeeesnsreeeenasaeeannns 165
Fair Market ValUE..........ooieieee ettt sttt eneseenes 165
NONTAXADIE BENETITS........etieiieiee ettt b s bttt esae e eae 166
No-Additional-Cost Fringe BENEFItS.........c.oooueiiiiiieiceee et 167
Qualified EMPIOYEE DiSCOUNTS.......c.ocuiieieeieiieiiiecie ettt ettt b e beebeeseesaessessensas 168

De Minimis FriNG@ BENEIES. ......c.ooouioiieeeeeeeeee ettt ettt e 168
Working Condition Fringe BENEfItS..........ooviiiiiiiiieeeeeee e 170
Qualified Transportation Fringe BeNefitS.........c..ooiiuiiiiiiioieceee e 171
On-Premises AthletiC FaCIlities......ccuoviuirieieeiee e 175
Qualified RetireMENT AQVICE... ..ottt s 175
MOVING EXPENSES......eeiiiiiiieeeiee ettt e ettt e e et e e e s tb e e e e abeeeetaeeeesbaeeesssaeessaaeeeassseeeansseeeassseeeansnes 175

3.2 EMPployer-Provided BENETITS........coiiiiiiiiiiiceceeeee ettt sbe bbb besaeere s 176
Awards and Prizes INCOME/EXCIUSION. .........coiiiiiiiiieieitite ettt 176
Personal Use of Company VENICIES........c..ocvoiiiiiiiieiiieieceeee ettt 178
Accounting for VERICIE USE.........ccuoouieeeeeeeeeeeeeeeee e ettt et 179
Group-Term Life INSUMANCE...........oouiiiieee ettt e ettt e te ettt ae s 184
EdUCational ASSISTANCE. .......ciiuiiiieiee ettt sttt 187

3.3 OhEr PaymMENTS.....cccooieiiiiciiceee ettt ettt ettt et ee st b b e teeae st esb e b e eaeereereensensenes 188
Advances and OVEMPAYMENTS........c.ociiieieieiiete ettt et et e steete sttt estebesbesteeseeseessessessessesseessessensesensens 188
BONUSES.....ee ettt et et b bt et et b e bt et s 190
COMIMUISSIONS.....ceatieiteete ettt ettt st b et et st st e bt e s bt et et e st e sbeesbeenbe e bt et e eanenae 190
JUEY DULY PAY ...ttt et e bt ettt et e et e e sabeesabe e embeesnteesaeeesaeeennes 190
Retroactive Wage PaymMeEnts...........oo ettt et et 191
TAXADIE TIPS, .ttt t et e et e et e e ateeae e te e teeteete et e et e eaeeeteeteeteenreenes 191
Repayment of Employer-Provided LOANS...........ccccveiiiiiiiiiieieieiceieeee e 194
WOrKers' COMPENSAtION.........c..iiiiieieeie ettt ettt et et e et e et ete e ete e e e aeeaeeeaeeereenns 194
Module 4: Retirement & Cafeteria Plans............ccccooiiiiiiiiiiiiiiiiiiinetetrece e eree e 195
4.1 Retirement and Deferred Compensation Plans.............ccoouiiuiiiiiice e 196
Qualified Pension and Profit-Sharing PIans............ccoouiiiiiiiie et 196
Deferred Compensation PIanS.............ooi oot 197
How After-Tax and Pre-Tax Contributions Affect Net Pay..........cccoooeieviiiiiiiiicieeeeeee 200

4.2 Deferred Compensation Regulations (4071(k), 403(b), 457(D)).....cecveirriveeiirireieiiceeeeereree e 202
4.3 NONQUAKTIEA PIANS.... ..ottt et ettt te e e eeteeeteeeteeeteeaeeaeeanea 203

Understanding Nonqualified PIans.............ooooiioiiiiieeee et 203



A4 CafEIEIIA PIANS..... e et e e e e e et e e e e e e e e e e e e ae e e s eaeeeeeaeeean 203

IRC Section T25 COMPONENTS.......ooiiiiiiieciee ettt et e et e e et e e et e e e essraeeeeataeeesnsaeeeenneeas 203

IRC §T125 EIECHIONS. ...ttt ettt b ettt et st b e e st b s ae e 205
Flexible Spending ArrangemMENTS............coviiiiiiiioe ettt ettt et ettt ete e ae e ees 206
Module 5: Health BENefits........ccc.uuiiiiiiiiiiiiiiittette ettt aee e e e aee e e s sanee 211
5.7 Health BENEfitS BaSICS......coueuiiiiieiietieieiei ettt ettt st sttt et et eaesaenea 212
5.2 Taxation of HEalth PIanS..........cc.ciiiii ettt 212
5.3 HSA/HRA & COBRA ...ttt ettt ettt e b et e s e s e e s ese et et e st s ese e eseneeseseneeseseneesens 212
5.4 Employer Shared Responsibility and REPOItING..........cccoiviiuiiiiiiiiiicieeceeeeeeeete e 212
Information Reporting by Applicable Large Employers Under the ACA...........ccccoeveiiiiiiieieieien, 212

5.5 Health Insurance Reporting on FOrM W=2.........ooiiieee et 214
Module 6: Payroll Reporting & Employment TaXeS.........cccceeerrrrrumeereeeerrneeeseessssnnneeeeesessssssssssssssnnnnseseees 215
6.7 Tax DepoSit REQUIFEMIENTS.........oiiiiiieeece ettt e e ettt e e st e e e eaaeeestseeesnrseeeesraeesnnns 216
LOOKDACK PEIIOM. ... .ttt ettt b ettt ee bt ebesee e 216

TaX DEPOSIT FIEQUENCY.....coneiiie ettt e et e st e et esabe e st e e enteesneeenaeas 219
Calculate Federal Tax DEPOSIES......c..ooui ittt et et ettt aeeaaeeeeeaeas 225
TaX DEPOSIt MELNOMS........c.ooieeieeeeee ettt et et e et te e te e eaeenes 226
Federal Tax FOrMS (AN OVEIVIEW).......c.oouiiveeieiiitiieeicteeeeeeeteet et ettt sese et v st et ssesseteesessensesessenna 230

6.2 QUANTETTY RETUINS .. oottt ettt ettt ettt be st e st ess e b e beebeeseesaessessensesseeseeseessensensas 232
PUIPOSE Of FOMM 94T ..ottt ettt et e et e eteeeteeaeeaeenaeeaeas 232
Form 941 Line-By-Line Reporting REQUIrEMENTS. .......cc.ciiiiiiiiiiie et 236
Schedule B (Form 941) Reporting/Filing ReqUIreMents............ccocveieieieriirieeecieeeeereeee e 242
Schedule B (Form 941) Line-By-Line REQUIFEMENTS...........ccocoovveiiuiiiiieiieicieeeeeeee et 242

6.3 ANNUAL RETUMNIS ...ttt a bt s ettt e st e b e e e bt e be st e e ebe st e e ene s b e s eneebeneeneenan 248
Forms W-2, W-3, and EIectronic Filing.........c.ooiiiiiiioeeeee e 248
Federal UnemploymMENT TAX.......cocoouiiiiiieeieieieiesiesie ettt ettt te et et essesesbesbeeseessessessessessesseessessassans 274
FOIMS TOO..... ettt b et et et s e s bt e bt b e et s et e st e sbeesaeennes 291
FOrms T094-C @nd TO95-C....c.oomiiiiiiieeieeet ettt e et es et e e s ebesnenea 297
Other ANNUAI RETUINS ..ottt bt sttt b e b ae st eneenea 297

6.4 Correcting Returns & Misc. Reporting Requirements...........oocviiiiiiieeiiiic e 299
PUIPOSE Of FOMM W-2C....o ettt ettt et ettt ete e eaeeanas 299
PUIPOSE Of FOMM O47T-X...ooeoeeeee ettt ettt et et e e teeeteeteeaeeateeaeeereenns 300
PUIPOSE Of FOMM 843... .. ettt ettt et e e et eeteeeteeeteeaeenaeeanas 300

Other Reporting REQUITEMENTS.........c..oiuiiiieee ettt ettt et teeaeeanas 301



Module 7: Recordkeeping & Payroll PractiCes..........cccccecerrrrmeerreeeiiiiiiiieecnrnnnnnnnreeeeeesssssecsssssnnnnneeeeesens
7.1 PAYTOll PraCliCeS......ccuoiiiiiiiciieeeetetet ettt ettt ettt et et eete et e ssessessebesbeeseeseessensensesesseeseas
PaYrOll PrOCESSING.....cueiiiiiiiitieiteetet ettt ettt ettt ettt ettt et et e b et e eseessessebeesesbeessessessensesseeseeseessensenes
CONTIAENTIAIITY. ... cvieeieeecie ettt ettt ettt ettt e se b et e beeteeseesse s e ebesbeeseensensenes
Legislation IMpPacting PayrOll.............cooiiiiiiiiiicieeceete ettt sbe et
BUSINESS CONTINUILY PIANS......c.oiiiiiiiciicticeee ettt ettt sttt ettt besbe et eaeensensens
WOTKTTOW. ...ttt ettt ettt s e bt e ekt st et s et e e e st et e st e e eseete e eneeneseenes
Service LeVEl AQrEEMENTS........c.viieiieeeeeeeeeee ettt ettt ettt ete e eteeete e e enas

7.2 Recordkeeping Requirements & PeNalti€s...........c.ooouioiiiiieeiiceeeeee e
DOL Recordkeeping RegUIAtiONS.........cc.ooviiiiiiiceee ettt

IRS Recordkeeping ReQUIALIONS. ........c..oouiiiiieeceeeece ettt et
USCIS Recordkeeping RegUIGLIONS..........c.ooouiiiiceceeeeeeeee e et
HIPAA Recordkeeping RegUIGtIONS. .........c.ooouiiiieice et
PENAITIES. ...ttt ettt e e bttt b et bbbt bt n et eneeaeeene

RS I L] =] TSSO
SYSTOIM PrOCESSES. ...ttt ettt et e et e et e et e eeat e e sabeeeat e e eateeabeeeabeeeabeeeneeenbeeenbeesnbeeans
OTNEE SYSTEM ISSUEBS.....cuiiiiieieiiciccieeeet ettt ettt ettt ettt et et e s b e beebeeseessessessesbeeseessessensensasseesens
Module 8: Payroll ACCOUNTING........cccoervuerrieetiieeiiieeeirrrneereeeeeseeessessssssnnsnreesessssssssssssssnsnnsressesssssssssssssen
8.1 Accounting Terminology & Account Classifications............ccocoevivieieieiiniicicceee e
ACCOUNTING PHINCIPIES......ooeeieeieeeeeeeeee et e ettt et et et e e et e et e ete e teeteereenns
ACCOUNTING PEIHOAS. ...ttt ettt et et e e et e et e ete e aeeaeeteeaseeaaeeseeeseensean
Balance Sheet and INCOME StatE@MENT..........ccoiuiiiiiiieee ettt
ACCOUNT ClasSIfICATION... ..ottt ettt b e ebesbenaenea

8.2 Payroll RECOIAS & CONTIOIS......c..ciiiiiiiiiciiciietetete ettt ettt ettt sbeeteeseesse s e sbeebesaeeseessennas
Recording of Payroll Journal ENtHES..........cooiiiiieieieiececeeeeee ettt
Posting Payroll TranSaCHIONS..........cciiieieiiiectieecie ettt sttt b e beebeeseeseessesesens
Payroll JOUINAI ENTHES.....cviiiiiieieieieieieet ettt ettt ettt et ess s e be st e sbeeseessessensesseeee e
Purpose and Recording of Accruals and REVErSalS...........cccoooueeiuieiiiiiiieceeeeeee e
RECONCHIATIONS. ...ttt ettt st a et et st b e b e et et et eneeaenes
INTEMNAI CONTIOL.......ieieeeee ettt b ettt s et e s e st bt beneebenbeeenea
Audits—External and INTEINAL..........cooi it
Module 9: Payroll Management AdminiStration..........cccccceeeeeirerirrrrreeeeeitiiineeeeecerreenneeeeeeeessseessssssssnnnnnes
9.1 Fundamental Personal SKillS............ooooiiie e e
PrincCiples of CUSTOMET SEIVICE........c..ooueieeeeeeeee ettt et ae s

Customer SErviCe TraiNMiNgG........ococuiiieiiiee ettt e et e et e e e s b e e e etteeessaaeeeeasseeesssseeesssseeeensees



Responding to and Resolving Customer REQUESES...........cooeouieeiieoiiee e 374

COMMUNICATION. ...ttt ettt ettt ae e b e bttt et st e s e e sbeesbe e bt eneeareeaee 375
Effective Communication TEChNIQUES............ccoooiiiiiee e 375

THE POWET O TRIEE. ...ttt ettt b et e et a et neebeseeeeneas 377
Personal Time Management TEChNIQUES...........cviiuiiiiiieeeee ettt 378

Module 10: International Payments...........cccciiiiiiieiirrrrinreeeeieeeiinecessssssnnneeeeesessssssssssssssssnsssssssssssssssssns 381
T0.T NONFESIAENT ALIENS. ...ttt ettt b ettt st et e b e e beseeseens 382
Resident/Nonresident AlIN TaXation.........ccciieieiiiieee et 382

TO.2 EXPAIIIATES. ..ttt e e e e e et e e e tbe e e e ab e e e etbe e e e tba e e e abaeeearaeeeareeeenraeans 382

EXpatriateS/RESIAENT AlIENS.......ccooiiiiiiieeieeeeee ettt ettt b et et te e enbennas 382





