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Figure A.9 Payroll Register—TaxabIe Earnings and Labor Cost Distribution

Checkpoints

o p— &
—

- =
S

Note: Checkpoints—once you’ve completed the Payroll Register, use the Checkpoint to

check your work. Enter the amount of total earnings; you can get this amount from the
Taxable Earnings column for HI. If the amount is correct, the box will appear as shown
in Figure A.9. If the amount is incorrect, you will see a message like the one in Figure
A10 where the incorrect amount for “Net paid” was entered. (Remember—do not use
Copy and Paste to enter the amount.)

Figure A.10 Payroll Register—Checkpoint Error Message
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Figure A.10 Payroll Register—Checkpoint Error Message

Checkpoints

v. 20, 20--
the total of Net Paid
for all employees here.
Do not use the copy and
paste feature.

c. Journal—after completing the Payroll Register, you are ready to journalize the payroll.
Three entries will be made each period: transfer of cash from the Cash account to the
Payroll Cash account entry, payroll entry, and payroll tax entry. The first two entries are
shown in Figure A.11. All of the amounts for these two entries are taken directly from
the completed Payroll Register.
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Figure A.11 Journalized Payroll Entries

20 | Payroll Cash 12 9,216.00 $
Cash 1 9.216.00
20 | Administrative Salaries 51 2,30769
Office Salaries. 52 3,398.00
Sales Salaries 53 3,600.00 .
Plant Wages. 54 4.616.40
FICA Taxes Payable - OASDI 201 863.18
FICA Taxes Payable - HI 202 201.89
Employees FIT Payable 24 828.00 !
Employees SIT Payable 25 42743
Employees SUTA Payable 251 977
Employees CIT Payable 26 543.02
Group Insurance Premiums Collected 27 166.80
Union Dues Payable 28 16.00
SIMPLE Contributions Payable 29 1,650.00
Paymoll Cash 2 9216.00 v

The last journal entry in the payroll process shown in Figure A.12 is to record the
employer’s payroll taxes. The tax is calculated on the total taxable amount for each

category using the payroll register’s Taxable Earnings columns.

OASDI tax §13,92209 <0062 = § 8317
Hitax $13,922.09 X 00145 = 201.87
SUTA tax §1,308.00 X 0.036785 =
Total Payroll Taxes.

1:56 PM
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Figure A.12 Journal Entry for Payroll Taxes

JOURNAL

DESCRIPTION

20--

Nov. |20 Payroll Taxes 56
FICA Taxes Payable - OASDI 20.1 (771
FICA Taxes Payable - HI 20.2

SUTA Taxes Payable - Employer 2

Cumulative Journal Checkpoint Through Month Endi

October 31, 20-- December 31, 20--
November 30, 20-- January 31, 20--

Notice: The Journal has a running total of debits and credits; if at any point these do not
equal, you have recorded an entry incorrectly. Be sure to use the Checkpoint to check

for accuracy.

d. General Ledger—after journalizing the entries in the Journal, you will post the amounts
to the appropriate accounts. Figure A.13 shows the postings to the Payroll Taxes

account. Notice the account has a Debit column, Credit column, and Balance column

% TS6PM
O Type here to search « % & 11/29/2018 L




image11.png
B Payroll Project - Advanced Payre. X 4% MindTap - Cengage Learning X payroll project 2018 bieg and tol X | =4 -

<« C @ https;/ng.cengage.com/static/nbyui/evo/index htmi?elSBN=97813372911018iid=2575916608snapshotld=6884248 * B @

~% MINDTAP [

0‘: from Congage Q Search this course 2] = Corey v

Appendix A: Excel Template Instructions for the Glo-Brite Payroll Project (Chapter 7: Short Version) X ‘g
Appendix Contents “ arall &2 -

which provides a running total of the amount in the account. Each general ledger
account also contains a checkpoint used at the end of each month. (Remember—do not

use Copy and Paste to enter numbers in the Checkpoints.) %

Figure A.13 General Ledger—Payroll Taxes Account

GENERAL LEDGER

e. Employees’ Earnings Records—now it is time to transfer the information from the

Payroll Register to the Employees’ Earnings Records. Figure A.14 shows the completed
earnings record for Norman Ryan. The workbook is set up to automatically fill many of
the fields for you once you’ve entered the earnings information. You will need to enter
the amounts from the Payroll Register for: FIT, SIMPLE, Other Deductions, and Check

No. The Other Deductions column contains union dues and group insurance.

1:57 PM
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Figure A.14 Employee’s Earnings Record

f. The salaries for Ford and Russell will increase with the next pay period. The employee’s

earnings record for each of these employees needs to be updated with the following

information:
Employee Weekly Rate Hourly Rate Group Insurance
Ford, Catherine L. $640.00 $16.00 $50,000 - $.30/M
Russell, Virginia A. $630.00 $15.75 $49,000 - $.30/M

November 30
a. A new employee by the name of Paul Winston Young was hired and began work on
November 30. Young is single and claims one withholding allowance. He is training as

a field sales representative in the city where the home office is located. His beginning
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November 30

a. A new employee by the name of Paul Winston Young was hired and began work on
November 30. Young is single and claims one withholding allowance. He is training as
a field sales representative in the city where the home office is located. His beginning
salary is $2,730 per month. Address, 7936 Holmes Drive, Philadelphia, PA 19107-6107.
Telephone, 555-2096. Social security no. 000-00-6057. Young is eligible for group
insurance coverage of $49,000. Department: Sales, weekly rate: $630.00, and hourly

rate: $15.75. Young’s completed earnings record is shown in Figure A.15.

Figure A.15 New Employee’s Earnings Record
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Iv.  Short Payroll Project %

Audit Tests are presented on pages A-23 to A-27. If assigned, answer questions for the Audit

Tests as you complete processing of each pay period.

Page references to forms and information worksheets in Chapter 7 have been provided in
these instructions. Please verify with your instructor if you will be required to complete !

these items.

December 3
a. Deposit with the state of Pennsylvania the amount of state

income taxes withheld from the November payroll. Student Project

Audit Test

December 4
a. Prepare the payroll using the Time Clerk’s Report Nos. 46 and
47. Note: Thursday, November 26, is a paid holiday for all

Answer the
questions for each

workers. Complete the Payroll Register; journalize transfer of pay period as you
cash to the Payroll Cash account, the payroll entry, and payroll complete processing
tax entry; post the amounts to the General Ledger accounts; for each pay period.

and update the Employees’ Earnings Records.
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Time Clerk’s Report No. 46
For the Week Ending November 21, 20--

! Time Record Time Time
Employee M T W T F 5 | Werked | Lok
Bonno, A. V. ... 8 8 8 8 8 40 hrs.
FordiCul . o 8 8 8 8 8 40 hrs.
Russell, V. A. 8 8 8 8 8 40 hrs. AR
Ryan, N.A. .... 8 8 8 4 8 36 hrs. | 4 hrs.*
Stodentsoz: o a2 8 8 8 4 8 36 hrs.
Woods, B. A 8 8 8 8 32 hrs.

“Time lost on account of personal business; deduct 4 hours’ pay.

Time Clerk’s Report No. 47
For the Week Ending November 28, 20--

) Time Record Time Time
Employee S M T W T F § [[Worked| Lost

8 8 8 8 % 8 48 hrs.

8 8 8 & 8 40 hs.

8 8 8 75 8 40 hrs.

910 8 T 8 43 hrs.

8 8 8 2 4 36 hrs.

8l 8 B 0B 40 hs.
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b. Due to the birth of a son, Anthony V. Bonno has completed a new Form W-4 increasing
his withholding allowances to five. Change Bonno’s withholding allowance section on $

his earnings record to 5. This change is effective with the December 18 pay.

c. Increase the union dues to $9 each pay on Bonno’s and Ryan’s earnings records. This

change is effective on the last pay of the year (December 18).

December 9
a. Pay the union treasurer the amount of union dues withheld during the month of !
November.

December 11
a. The payroll department was informed Virginia Russell died in an automobile accident

on the way home from work on Thursday, December 10.

December 14
a. A special payroll needs to be completed to process Russell’s final paycheck made
payable to the Estate of Virginia A. Russell.

e This check covers Russell’s work for the weeks ending December 5 and 12
($1,134.00) plus her accrued vacation pay ($1,260.00). Do not show the vacation
hours in the Time Record columns on the payroll register, but include them in the

Regular Earnings column.

12:24 AM
4 11/30/2018, L
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e Russell’s final biweekly pay is subject to FICA, FUTA, and SUTA. This final pay is
not subject to FIT, SIT, or CIT. Since Russell’s camulative earnings have surpassed .
the taxable earnings figures for FUTA and SUTA, there will not be any %

unemployment tax on the employer.
e The deduction for group insurance is $14.70 [($49,000/$1,000) T $.30].

e Make a notation of Russell’s death on the Payroll Register and her Employee’s
Earnings Record. !

e Prepare all the entries for the special pay; post to the General Ledger accounts and
Employees’ Earnings Records.

e If required by your instructor complete:
e Form W-2: Include the final gross pay in Boxes 3 and 16, but not in Boxes 1, 16,
and 18. This Form W-2 will be given to the executor of the estate along with

the final paycheck. Russell’s address is 8004 Dowling Road, Philadelphia, PA
19135-9001.

e Form 1099-MISC and Form 1096 will be completed in February before their
due date to report the last wage payment and vacation pay ($2,394.00).

December 15

a. Electronically deposit the amount of FICA taxes and federal income taxes for the

1225 AM
4 e ) @&
O Type here to search r 4 i 11/30/2018, FB
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December 15
a. Electronically deposit the amount of FICA taxes and federal income taxes for the $

November payrolls.

b. Deposit with the city of Philadelphia the amount of city income taxes withheld for the

November payrolls. e

December 18
a. Deposit with the state of Pennsylvania the amount of state income taxes withheld from

the December 4 payroll.

b. Glo-Brite received notification there will be no premium charge for the month of
December on the policy for Virginia Russell. Prepare an entry for a check payable to the J
estate of Virginia A. Russell for the amount withheld for insurance from her December
pay.

c. Prepare an employee’s earnings record for Richard Lloyd Zimmerman who was

employed starting today to take Virginia Russell’s place.

Richard Lloyd Zimmerman Married claiming one withholding allowance

900 South Clark Street $2,600 per month

Philadelphia, PA 19195-6247 $600.00 per week

Phone: 555-2104 $15.00 per hour

Soc. Sec. No.: 000-00-1502 Group ins.: $47,000 beginning next year .

% 1225 AM
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d. Using the information from the Time Clerk’s Report Nos. 48 and 49, prepare the last pay
for December and record the paychecks issued all employees. Also, record the

employer’s payroll taxes. %

o Effective with this pay, O’Neill completed a new Form W-4. Change his earnings
record withholding allowances to 4. He had previously claimed fewer allowances

than he was entitled to claim.

o In this pay, O'Neill is paid his annual bonus of $75,000. This does not affect his !
group insurance coverage. For withholding purposes, the bonus is considered a

supplemental payment and is added to his gross pay and the aggregate is taxed.
e O’Neill changed his SIMPLE contribution this pay to $4,000.

e To determine his FIT this period, you must use the Table of Allowance Values

along with Tax Table 2—Biweekly Payroll Period. In calculating the tax, do not

round the aggregate to the nearest earnings dollar.

e In this pay, O’Neill has reached the OASDI ceiling. To calculate O’Neill’s OASDI
tax, multiply the OASDI ceiling of $127,200 by 6.2 percent and then subtract the
OASDI taxes withheld up to this pay.

Note: After posting the information for this last pay to the Employees’ Earnings Records, the

quarterly and yearly totals on each earnings record will automatically be calculated using

12:25 AM
11/30/2018,
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Time Clerk’s Report No. 48
For the Week Ending December 5, 20--

Time Record Time

T M T W T F_s|Worked
Bonno, A. V. ... 8 8 8 8 8 44 hrs.
Ford, C. L. 8¢ V8 8% By 8 40 hrs.
Russell, V. A. 8 8 8 8 8 40 hrs.
Ryan, N. A. By Or 9 9 9 44 hrs.
Student. ... 3 8 i 7 18 4 35 hrs.
Woods, B.A. ... 8 8 8 8 8 40 hrs.
Young, P W. ... 8 8 8 8 8 40 hrs.

*Time lost because of tardiness: deduct 1 hour's pay.

Time Clerk’s Report No. 49
For the Week Ending December 12, 20--

QO Type here to search

Time Record Time Time

Employee s M T W F s | Worked | Lost
Bonno, A. V. 8 8 8 8 8 8 48 hrs. e
Ford, C. L. . 4 8 8 8 8 36 hes. || 4 hes*
Russell, V. A. 8 8 8 8 D 32 hrs. | 8 hrs.
Ryan, N. A. 08 8 9 8 B | ...
Student. . . 4 8 8 8 4 32hrs. || 4 hrs.**
Woods, B. A. ... 8 8 8 8 8 40 hrs.

oupo P\ 8 8 8 8 h 40 b
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RByan, NLA, ... v S T P -
Student........ 8 i 7 18 4 35hrs. || 1he*
Woods, B. A. ... 8 8 8 8 8 40 hrs. S
Young, P. W. ... 8 8 8 8 8 40 hrs. Za
*Time lost because of tardiness; deduct 1 hour's pay.
Time Clerk’s Report No. 49 _

For the Week Ending December 12, 20--

Time Record Time Time
Emplovest | [ e | vasiasd || (Lot =
Bonno, A. V. . 8 8 8 8 8 8 48 hrs. e
Ford, C. L. . 4 8 8 8 8 36 hes. || 4 hes*
Russell, V. A. ... 8 8 8 8 D 32 hrs. | 8 hrs.
Ryan, N.A. ... 08 8 9 8 B | ...
Student. . . 4 8 8 8 4 32hrs. || 4 hrs.**
Woods, B. A. . 8 8 8 8 8 40 hrs.
Young, P. W. . 8 8 8 8 8 40 hrs.

*Time spent in training session; no deduction in pay.
**Time lost in dentist appointment: no deduction in pay.
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Il Excel Templates for Payroll Project’s Short Version

The payroll project that follows is the Excel version of the same project that is presented in %
Chapter 7 of your text. For this project you will use the Chapter 7: Payroll Project Short

Version file that is downloadable from the student companion Web site at

www.cengagebrain.com. You are employed by Glo-Brite Paint Company as the person in the (o]

accounting department responsible for the company’s payroll processing using Excel.

Like the Short Version of the Payroll Project presented, you will complete the payrolls for the
month of December and the optional last quarter and year-end activities. The opening
balance file you will use already contains all the processing through the first two months of
the fourth quarter. In order for you to complete all the transactions for the month of
December, a review of the transactions starting with the November 20 payroll are explained.
In subsequent pay period processing, whenever a new operational procedure is used for the

first time, additional instruction will be provided.

The Excel workbook has been set up like the project in Chapter 7. As explained earlier, there
are five worksheets: a worksheet including basic Excel instructions, the journal, the general
ledger, the payroll register, and employees’ earnings records. Figure A.1, below, shows the

five worksheets. To navigate between worksheets, click the appropriate tab.

1229 AM
11/30/2018,

QO Type here to search

L




image23.png
I Payroll Project - Advanced Payro. X | [} 4158815 X | 7: Cengage X 3% MindTap - Cengage Learning X payroll project 2018 bieg and tol X |+ X
< c & https://ng.cengage.com/static/nb/ui/evo/index html?elSBN=9781337291101&id=257591660&snapshotld=6884248: w

=" MINDTAP °

": From Cengage Q Search this course 0 - Corey v
Appendix A: Excel Template Instructions for the Glo-Brite Payroll Project (Chapter 7: Short Version) X /o

Appendix Contents “ arall &2 -

Figure A.1 Worksheet Tabs

27 To seve unden » dilfeent e, foow these sieps:
4 <3 b Excel Instructions Joumsl GenerslLecger  Poyee Ragiter  Employees Eamings Records %3 ‘

1. Excel Instructions worksheet has a shortened explanation of Excel. The first part of this

appendix should be reviewed whenever you have a question about Excel.

In addition, each Excel worksheet has been protected. This means certain cells have
been protected so changes can’t be made to the information in those cells. Cells have
been protected because of formatting and when common equations are used. Looking
at the partial payroll register worksheet in Figure A.2, if you try to enter an amount in
cell Z55 you will receive an error message that looks like the screen below. The cell
contains a formula used to automatically calculate total earnings for you and is

protected so you aren’t able to change it.

Figure A.2 Protected Cell Error Message
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Figure A.2 Protected Cell Error Message %

- Lo =IF(V35=""" V55+Y55)

A BCOEFIGH | § KILMNOPQ/RS T U vV W X | ¥ 7z
1 'PAYROLL REGIS TER

=[E]p [Pantarsie

The cl o hart hat you are vy cteced and o rexdnly
To mocfy aproteted o chart, st e procecion g the Urgrotet Sheet command (Reviw b, Changes 06p). You may beprmpted for

2. Journal is called the book of original entry. Transactions are recorded and then posted

to the general ledger accounts. Information for each payroll is taken from the Payroll
Register to record the payroll entry.

3. General Ledger is used to keep a continuous record of each account balance. The chart
of accounts in Figure A.3 is a partial list of Glo-Brite’s accounts and only includes the

accounts necessary to complete this payroll project.
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Figure A.3 Partial Chart of Accounts

X payroll project 2018 bieg and to

AccountTitle Account No.

e — = . =
1
FICA Taves Payable—0ASDI . 201
FiCATares Payable—Hl.____....._.._. 202
FUT Taces Payable ... ——ooooooe.. 2n
SUT Taces Payable—Employer 2
Employees FIT Payable. & u
Employees STTPayable... 3 . 3
Employees SUTA Payable . 51
Employees (T Payabe.... %
Group nsurance remiums Colected.... 2
Union Dues Payable . b
Adminisrative Slais...... 51
Office Salris. )

ister provides the information needed for journalizing each payroll and for
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4. Payroll Register provides the information needed for journalizing each payroll and for

posting to the employees’ earnings records.

5. Employee’s Earnings Records provides a summary of each employee’s earnings,
deductions, and taxable wages. The information recorded in this worksheet is posted
from the Payroll Register. In addition, information in these records is used to prepare a

Form W-2 Wage and Tax Statement for each employee.
Additional information from Chapter 7 you will need while completing the short version: !

1. General company information for Glo-Brite Paint Company: located at 2215 Salvador
Street, Philadelphia, PA 19175-0682, phone number is 215-555-9559, federal identification
number is 00-0000660, state account number is 000-00-3300, and city identifying
number is 000-0001855.

2. The workweek for all employees is 40 hours, except for the student’s 36-hour
workweek.

3. Overtime is paid to all employees except exempt administrative employees—the
president (O’Neill), the sales manager (Ferguson), the sales representative (Mann), and
the supervisor (Sokowski). Overtime is paid at time and a half for any overtime
exceeding 40 hours a week. Bonno and Ryan are paid time and a half for any hours
worked over eight each workday and for work on Saturdays and twice the regular

hourly rate of pay for work on Sundays or holidays.
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4. Employees are paid biweekly on Friday. Information for each pay period is provided in

the time clerk’s report. %

5. Federal income tax withholding is determined using the Biweekly Wage Bracket Tables
located on pages T-7 and T-8 in the back of the textbook. If in any pay period the
taxable earnings exceed the table values, you will need to use the percentage method to
determine FIT. The filing status and withholding allowances for each employee can be

located on the Employees’ Earnings Records.

6. Group-term life insurance is carried on all employees in an amount equal to one and
one-half times the annual salary or wages paid each employee (rounded to the nearest
thousand). A notation has been made on each employee’s earnings record to show that
each month, on the last payday of the month, 30¢ for each $1,000 of insurance J
coverage is deducted from the employee’s earnings to pay a portion of the premium
cost. The amount deducted is credited to the liability account titled Group Insurance
Premiums Collected. The taxable portion of group-term life insurance in excess of

$50,000 is ignored since the employees pay for the insurance.

Example: Anthony Bonno’s earnings record indicates group insurance coverage in the
amount of $55,000. The deduction for Group Insurance Premiums Collected would be
$16.50 [($55,000/$1,000) x$.30]. The $5,000 in coverage in excess of $50,000 is not

taxable since Bonno is paying for the insurance coverage.
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7. Union dues of $8 are deducted each pay period from the wages of Bonno and Ryan. The
amount deducted is credited to the liability account titled Union Dues Payable. The $

amount withheld during the preceding month is remitted to the union treasurer on or
before the tenth of the month.

8. Figure A.4 shows how salaries and wages are to be debited to the labor cost accounts.

This information is first entered in the Payroll Register in the columns titled Labor Cost
Distribution. Remember the Payroll Register is completed first and is used to update
Employees’ Earnings Records and to make the Journal entry. !

Figure A.4 Glo-Brite Labor Cost Accounts

Personnel Accounts to Be Charged
President (0'Neill) Administrative Salaries

Executive Secrtary (Ford)
Programmer (Williams)

Time Clerk (Russell) Office Salaries
Accounting Trainee (Student)

Sales Manager (Ferguson)

Sales Representative (Mann) } Sales Salaries
Workers (Bonno and Ryan)

Supervisor (Sokowski) } PlantWages
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Workers (Bonno and Ryan) }
Supervisor (5 ) Plant Wages

9. Payroll taxes are levied upon Glo-Brite Company and its employees as shown in Figure
A.S.

Figure A.5 Glo-Brite Payroll Taxes

Payroll Taxes Levied upon Glo-Brite
Paint Company and Its Employees

FederalIncome Taves (FT)  Withheld from each employee's gross earnings in accordance with information given on
Form W-4 and employee’s earnings record. Wage-bracket method i used to

determine FIT withholding *
Pennsylvania State Income 3.07 percent withheld from each employee’s gross earnings during the fourth
Taes (SIT) quarter.”
Philadelphia GityIncome 39004 percent withheld from gross eamings of each resident employee.*
Taes ((IT)
Pennsylvania State Unem-  Employee: 0,07 percent (0.0007) on total gross earnings (no limit for the
ployment Taxes employee’s portion).
Ll Employer: 36785 percenton fist 9,750 o errngs pad ech employee

during the calendar year (PA rate for new employers).

Federal Unemployment Employer: Net tax rate of 0.6 percent on first $7,000 gross earnings paid each
Taxes (FUTA) ‘worker in the calendar year.
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Figure A.5 Glo-Brite Payroll Taxes

Payroll Taxes Levied upon Glo-Brite
Paint Company and Its Employees

FederalIncome Taves (FT)  Withheld from each employee's goss earnings in accordance with information given on
Form W-4 and employee’s earnings record. Wage-bracket method i used to

determine FIT withholding *
Pennsylvania State Income 3.07 percent withheld from each employee’s gross earnings during the fourth
Taes (SIT) quarter.”
Philadelphia ityIncome  3.9004 percent withheld from gross eamings of each resident employee.*
Taes ((IT)
Pennsylvania State Unem-  Employee: 0.07 percent (0.0007) on total gross earnings (no limit for the
ployment Taxes employee’s portion).
ol Eployer: 36785 percenton st 9,750 o errngs pad ech employee
during the calendar year (PA rate for new employers).
Federal Unemployment Employer: Net tax rate of 0.6 percent on first $7,000 gross earnings paid each
Taves (FUTA) ‘worker in the calendar year.
Federal Insurance OASDI—Employee 6.2 percent on first $127,200 of gross earnings paid each worker in the

Contrbutions At (ICA) ~~ and Employer:  calendar year (maximum OASDI tax of 7,886 40).

HI—Employee:  1.45 percent on total gross eamings paid each worker in the
«alendar year, plus an additional 0.9 percent on wages over
$200,000.

Hi—Employer:  1.45 percent on total gross earings paid each worker in the
calendar year.

“Tax withholdings for FIT, FICA, SIT, CIT, and SUTA are based on rates used in 2017. Rates for 2018 were not
available at the time of publishin
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Hi—Employer: 145 percent on total gross earings paid each worker in the )

calendar year.
“Tax withholdings for FIT, FICA, SIT, CIT, and SUTA are based on rates used in 2017. Rates for 2018 were not -
available at the time of publishis $

10. Payroll taxes are deposited according the rules shown in Figure A.6.

Figure A.6 Deposit Rules

Deposit Rules for Glo-Brite Paint Company

Fedenal The FICA taxes and FIT taxes must be deposited on or before the 15th of the month following the
‘monthin which the taxes were withheld. Since Glo-Brite s a new employer and has no tax iabili-
ties during the lookback period, the company is subject to the monthly deposit rule.

Pennsylvania Since the state income taxes withheld total $1,000 or more each quarter, the company must remit
the withheld taxes semimonthly. The taxes must be remitted within three banking days after the
semimonthly periods ending on the 15th and the last day of the month.

Philadeiphia Since the dity income taxes withheld are more than $350 but less than $16,000 each month, the
company is subject to the monthiy rule. The city income taxes withheld during the month must be
remitted by the 15th day of the following month.
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November 20
a. The company has decided to offer a Savings Incentive Match Plan (SIMPLE) to its

employees. Note: The SIMPLE deduction reduces income subject to federal income tax A-Z]
(FIT) but does not reduce income for FICA-OASDI, FICA-HI, state, and local taxes. The
company must match these employee contributions dollar for dollar up to 3 percent of !

the employee’s compensation. You will not be responsible for recording the employer’s
portion since this is handled by the Accounts Payable Department. The following
employees have decided to participate this year:

James Ferguson $500 contribution per pay period
Dewy Mann $250 contribution per pay period
Joseph O'Neill $700 contribution per pay period
Norman Ryan $200 contribution per pay period

b. Payroll Register—Use the Time Clerk’s Report Nos. 44 and 45 to complete the Payroll
Register.

Time Clerk’s Report No. 44
For the Week Ending November 7, 20--

1:53PM
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Time Clerk’s Report No. 44
For the Week Ending November 7, 20--

Time Record Time Time

Employee  fe—r—— T F Worked | Lost
Bonno, A. V. 8 8 8 8 8 40 hrs.
Ford, C. L.... 8 8 8 8 8 40 hrs. e
Russcll, V.A. ... 6 8 8 8 8 38 hrs. | 2hrs.*
Ryan, N. A. .... 8 8 8 8 8 40 hrs.
Student. . . 8 8 8 8 4 36 hrs. —
Williams, R. V. ... 6 8 7 7 6 34 hrs. | Ghrs.**

“Time lost for personal business; deduct 2 hours’ pay.
““Time lost because of tardiness; deduct 6 hours' pay.
Time Clerk's Report No. 45
For the Week Ending November 14, 20--
Time Record Time Time

Emplayee S MT WT F Worked || Lost
Bonno, A. V. ... s o B A8k B 24 hrs.
Ford, C. L. . 8 8 8 8 8 40 hrs.
Russell, V. A. 8§ 8 8 8 8 40 hrs.
Ryan, N. A. .... 8 8 8 8 8 40 hrs.
Student. .. ..... 8 8 8 8 4 36 hrs.
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Time Clerk's Report No. 45
For the Week Ending November 14, 20-- %
Time Record Time Time
Emplayee S M T W T F 8 [ Worked | Lost
Bonno, A. V. ... w o« 8 8 8 24 hrs. —
Ford;iColis o 8 8 8 8 8 40 hrs.
Russell, V. A. ... 8 8 8 8 8 40 hrs.
Ryan, N. A. 8 8 8 8 8 40 hrs. !
Student . . . - 8 8 8 8 4 36 hrs. L
Williams, R. V. ... DD 8 6 8 22 hrs. [[18 hrs.™

*Time lost because of tardiness; deduct 2 hours' pay. Unexcused absences: deduct 16 hours’ pay.

Bonno, Ryan, and “Student” are paid an hourly rate. All the other employees are paid a
weekly rate. Since both Russell and Williams had “time lost” weeks in this pay period,
for these weeks, calculate their pay using their hourly rate. All pay rates are found on

the Employees’ Earnings Records.

The Payroll Register shown in Figure A.7 is the starting point for recording payroll. The
columns titled Marital Status and No. W/H Allow. are used to determine the FIT
deduction for this pay period. Each pay period the Employees’ Earnings Records should

be checked to be sure the marital status, withholding allowances, pay rate, and other .
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deductions such as group insurance and union dues are correct.

Figure A.7 Payroll Register—Earnings Section %

PAYROLL REGISTER

2 [No. Wi Atow,

Mo
o [=

20--
]
M
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Once the total earnings have been calculated, you will complete the deductions section

of the Payroll Register shown in Figure A.8. The advantage of using Excel is the use of

formulas to calculate the deductions for OASDI, HI, SIT, SUTA, and CIT. Since these are

routine calculations, the worksheet already contains the necessary formulas to do these

calculations. You will be entering the amounts for FIT, Union Dues, Group Insurance

(when necessary), and SIMPLE contributions. Once these amounts have been entered, o

1:54 PM
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the Net Pay will automatically calculate.

Figure A.8 Payroll Register—Deductions Section

The wage-bracket tables will be used to determine the deduction for FIT. Note: The
amount to look up in the table will be total earnings minus the SIMPLE contribution, so
for Ferguson the taxable earnings for FIT will be $2,250 — $500 = $1,750. The SIMPLE only

reduces taxable earnings for FIT!

The last section of the Payroll Register as shown in Figure A.9 helps the employer

calculate payroll taxes and the entry to total earnings by category. The Taxable Earnings 2
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section is completed based on the earnings this period that would still be subject to the
employer taxes. The taxable base for OASDI is $127,200. Since the cumulative earnings
for each employee are under that amount, all earnings are subject to OASDI tax. HI has
no limit so each employee’s total earnings will be entered here. FUTA tax is based on
the first $7,000 earned. Since all employees have exceeded this base, none of the
earnings are taxable. Let's now look at the employer’s SUTA tax. As shown in Figure
A.5, the employer pays 3.6785 percent on the first $9,750. Once again, you will need to
refer to the Employees’ Earnings Records to see if the cumulative earning is less than
$9,750. As you can see from the completed payroll record, neither Mann nor “Student”
has exceeded the taxable earnings for the employer. In the case of Dewey Mann, his
cumulative earnings were $9,450. To calculate his taxable earnings, you take
$9,750 — $9,450 = $300.

Figure A.9 Payroll Register—Taxable Earnings and Labor Cost Distribution

Checkpoints
Total earnings [ 552309
Netpaia | 9216.00
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