Chapter 13
Payroll Journal Entries
Notes Packet

Section 1: Journalizing and Posting Payroll
Payroll Basics
· Employees, ranging from design engineers at Ford Motor Company to the waitresses at a neighborhood coffee shop, expect their payroll checks __________________________!

· Employee earnings are a __________________________ of every business.

Analyzing the Payroll Transaction

· The business has to keep accurate payroll records. Therefore, _______________________ summarizing all of the payroll details must be recorded each pay period.

· First let’s look at the debit!

· The total earnings of all of your employees are recorded under an account called _____________________.

· What about the credits?

· Various __________________, such as income and FICA taxes, are withheld from gross earnings each pay period.

· The employer _____________________________________ _______________________________________________.

· The amounts withheld but not yet paid are the ____________, or the __________________, of a business. Each part of the payroll liabilities are recorded in their own _______________ ______________. 

· Liabilities all have normal _____________________.
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DATE DESCRIPTION & DEBIT GREDIT
1/,20-- 1
2 July 15 Emplys’ Fed. Inc. Tax Pay. 139318 2
3 Social Security Tax Pay. 417,80 3
4 Medicare Tax Pay. 97178 4
£ Cash in Bank 90876 s
[ Check 208 ]
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DATE DESCRIPTION & DEBIT CREDIT
120~ '
2 July 15 Emplys’ State Inc. Tax Pay. 134813 2
3 Cash in Bank 348|133
4 Check 209 .
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DATE DESCRIPTION & DEBIT GREDIT
1/,20--
2 July 15 Fed. Unemployment Tax Pay. 129,60
3 Cash in Bank 12960

Check 210





Section 2: Employer’s Payroll Taxes

Does the employer owe taxes too?

· _________________________ !!!

· ________________ to the amounts withheld from employees’ payroll checks, the ___________________________________________. 

· These taxes are also _________________ of the business.

The Employer’s FICA Taxes
· The current rates are 6.2% for social security tax and 1.45% for Medicare tax. 

· The _________________ and the ______________ pay ____________________________________________________ ____________________________________________________.
· The _________________ and the ________________ pay ____________________________________________________ ____________________________________________________.
Federal and State Unemployment Taxes
· The ________________________________________ (______) and the ______________________________________ (______) require employers to pay federal and state unemployment taxes.

· The maximum federal unemployment tax is ____________________ ____________________________________________________.
· State unemployment tax rates and maximum taxable amounts ____________________________________________________.
Journalizing the Employer’s Payroll Taxes
· The employer’s payroll taxes are business expenses recorded in the ____________________________________.

· Use the _________________________ and the _____________ __________ accounts to record both the employees’ and the employer’s FICA taxes.

· Record the employer’s unemployment taxes in the _______________ ______________________ and ___________________________ ____________ accounts.
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DATE DESCRIPTION & DEBIT GREDIT
1/,20-- 1
2 July 15 State Unemployment Tax . ay. 66|32, 2
3 Cash in Bank 866|323
4 Check 211 4
5 5





Paying the Payroll Tax Liabilities

· Business owners _______________________________________ ___________________________________________________.
FICA and Federal Income Taxes

One payment is made for:
· ____________________ and _______________ taxes (_________________________________________) and

· _____________________________________________.
· The Federal Tax Deposit Coupon (_______________) is prepared and sent with the check.  The form identifies the type of tax and the tax period.
Payment of Federal Payroll Tax Liabilities
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1/,20--
2 July 15 Hospital Ins. Premiums Pay. 28|38
3 Cash in Bank 28|38

Check 212





Payment of State Income Taxes
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Payment of Federal Unemployment Taxes
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Payment of State Unemployment Taxes

Payment of Other Payroll Liabilities
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Preparing Payroll Tax Reports
· Forms that employers must complete:

· ___________________ summarizes an employee’s earnings and withholdings for the calendar year.

· Employees must receive these by _________________ of the following year.

· __________________ is used to report the employer’s unemployment (state and federal) taxes.

· __________________ is the employer’s quarterly federal tax return on which accumulated amounts of FICA and federal income tax withheld from employees’ earnings, as well as FICA tax owned by the employer, are reported.
Transmittal of Wage and Tax Statements
· Employers must file a Form _______________ with the federal government by _______________________. 

· This form __________________________________________ __________________________________________________.










