Chapter 12

Payroll Accounting
Notes Packet

Section 1: Calculating Gross Earnings

The Importance of Payroll Records
· The payroll is a ____________________________________ ________________________________________________.
· A ________________ is the amount of time over which an employee is paid.
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Computing Gross Pay
The total amount of money an employee earns in a pay period is 

____________________, or ________________. 

An employee’s pay can be based on: 
·  ___________________________________
·  ___________________________________
·  ___________________________________
·  ___________________________________
·  ___________________________________
Salary
· A salary is a _______________________________________ _________________________________________________.
· An employee who is paid a salary earns the same amount regardless of the _____________________________ during the pay period.
Hourly Wage
· A wage is _________________________________________ _________________________________________________.

· The _________________________________________ equals the _____________________ for the pay period.
For example: 
Hours worked = 40. Pay rate = $10/hour. 

                            Gross Earnings would  = ________ ?
Commission
A commission is an ______________________________________ _____________________________________________________.

Some salespeople earn a ________________________________ or a _____________ on the amount of their sales.

Overtime Pay
· Employers are required to pay _____________ when employees covered by certain state and federal  laws work more than 40 hours per week.

· The _________________, set by the Fair Labor Standards Act of 1938, is ________________________________________.
· For example: If you worked 50 hours and your regular pay rate is $10 per hour. What would your regular pay, overtime and gross earnings be?

                        Regular Pay     _____________________

                       Overtime Pay   _____________________
                       Gross Pay         _____________________
Section 2:  Payroll Deductions

Computing Employee-Paid Withholdings
· An amount that is subtracted from gross earnings is called a ______________.

· Deductions include those required by law and those an employee wishes to have withheld from earnings.
Deductions Required by Law
·  _______________________________
·  _______________________________
·  _______________________________
Federal Income Tax
·  _________________________________________________
·  _________________________________________________

·  _________________________________________________
Social Security Tax
· There are two FICA taxes: ______________________ and _________. The tax rates are as follows:
· Social security tax
_______________
· Medicare tax

_______________
· Total FICA taxes
_______________
(Note: These taxes are deducted from each employee’s earnings until the maximum taxable earnings amount for the year is reached.  This amount increases each year.)
State and Local Income Taxes
· In ________________________, there are local income taxes.

· They can be __________________ based on a percentage of gross earnings.

· ________________, the amounts to be deducted ___________ ____________ similar to the ones used for federal income tax.

Voluntary Deductions
· __________________________________________
· __________________________________________
· __________________________________________
· __________________________________________
· __________________________________________
· __________________________________________
· __________________________________________
· __________________________________________
Section 3: Payroll Records

Preparing the Payroll Register
· The ___________________ is a form that summarizes information about ___________________________________.
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Preparing Payroll Checks

The payroll register is the ______________________ ______________________ ______________________. 

The Employee’s Earnings Record

· An ______________________________________________.  This record contains _________________________________ _________________________________________________.












