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Payroll

Policy	Payroll will be dealt with in a manner which promotes the efficient and confidential handling of all employee’s remuneration, entitlements and personal details. 

Definitions	A Payroll Register is a weekly record of all employees’ gross pay and deductions.

	The Payroll Officer is the person in charge of preparing payroll records.  This person may be the Administration Officer, Manager or Bookkeeper.

A Time Sheet is used to record an individual employee’s daily working hours including lunch breaks.

Engagement letter is the letter to a new employee outlining their conditions of employment.

Employment contract is the contract between an employee and employer outlining the conditions of employment.

Personnel file is a file kept on each employee that includes information relating to that employee. This would include copies of any employment agreement or contract, sick and annual leave applications, any notifications of pay increases, copies of signed payroll deductions and letters between the employer and the employee. As this file may contain sensitive information, it should be kept in a locked cabinet.

Computerised payroll is processed through a payroll software package (usually part of an accounting software package).

Manual payroll is processed manually. All calculations need to be double checked.

Procedure

Payroll is the recording of the payment of wages to the organisation’s employees. It includes recording of employees’ hours (timesheets), calculation of wages and storing of relevant employee information. Wages is usually the biggest single expenditure item for most organisations.

Payroll records
Following the recruitment and selection process, the next step to employing a new person in the organisation is to provide the employee with an engagement letter or employment contract. This outlines the conditions of employment including hours of work, wages paid, leave entitlements, start and finish dates, type of contract, etc. This needs to be agreed upon by both the employer and employee.
	Once signed, the engagement letter or employment contract should be kept in a file for that employee called the personnel file.

Time sheets
	To record their hours of work, the employee completes a Time Sheet.
	All employees must record their daily hours of work, including lunch breaks, on a Time Sheet. The Manager must check and approve the Time Sheets before sending them to the Payroll Officer by 10 am each Monday.


Payroll Register
The person preparing the payroll uses the records of hours worked to complete a Payroll Register (sometimes called Payment Listing) which is a record of each employee’s gross pay and deductions for the pay period. The Payroll Register needs to be checked by someone other than the person who prepares the payroll and both people need to sign that they have checked the payroll.
The pays are then processed and a pay slip is given to each employee showing their gross wage, all the deductions (tax, union fees, etc) and their net pay.
	Employee files contain details of leave availability and deductions and should be checked before pay data is entered in the Payroll Register.

When the Payroll Register has been completed, the Payroll Officer must present the record to the Accountant for approval and authorisation.

Pay slips
After the Payroll Register has been authorised, a pay slip showing all components of gross wages and all deductions must be prepared for each employee.  
Net wages/salaries are to be paid by Electronic Funds Transfer (EFT) unless otherwise organised between the individual employee and the Payroll Officer. Pay slips must be distributed by 4 pm on Tuesday of the week following the pay period.

PAYG Payment Summaries (Group Certificates)
A PAYG Payment Summary is a sheet given to each employee summarising their income earned and tax paid during the financial year (July 1 to June 30). It must be completed and given to the employee by July 14.
	The Payroll Officer should organise for the PAYG Payment Summaries to be personally distributed in a sealed envelope to each employee.

Payroll deductions
Amounts deducted from employees’ salaries and wages will be forwarded at the end of each month to the relevant agency unless other arrangements are in place.
	Other than PAYG tax and Child Support Agency payments, all other deductions require a deduction authority from the employee.

Filing of payroll records
In order to comply with taxation and auditing requirements, all employee and payroll records must be maintained and filed for a period of 40 years to provide evidence of employment in case of claims. At the end of this time, they must be destroyed in a way which ensures confidentiality of this information. 

Requests for payroll information
Employee requests
When an existing or ex-employee enquires about their payroll information, the following identification data must be provided to the Payroll Officer by the employee to ensure the security of employee information:
1. 	name and employee number
2. 	date of birth
3. 	home address including postcode.
	If information is released, it must be noted in the employee’s file.


Third party requests
If a third party, e.g. financial institution, contacts the Payroll Officer for information relating to an employee, this information is to be released only in the following circumstances:
	Employee must have given written permission for their information to be released. 

Disclosure of the information is required or authorised under law.
	The third party must state the reason for the request and provide details such as their name, reason for request, their contact number and address.

The details provided by the third party must be confirmed before information is released to the third party. Any information released must be noted on the employee’s record.

What a Manager/Committee member needs to know about payroll
A Manager/Committee member needs to know most of what is in this policy and procedure. Payroll is usually the single biggest expense of the organisation.
As part of your role, you need to be satisfied that:
	The payroll listing is always checked by at least two people each time a pay is prepared.

All employees on the payroll actually work for your organisation. There have been many cases of ‘ghosting’ where people who do not exist are on the payroll and someone else receives the money.
Employees are paid according to the agreed amount in their employment agreement.
The pay records are stored appropriately.
The wages expense shown in the financial reports equals what is being paid through the payroll.
	If you are a Committee member, no one expects you to be a payroll expert or to know the exact conditions of each employee or to check payroll sheets with the wages expense each pay period. However, you should understand your organisation enough to know whether there are major problems with payroll that need to be addressed.

Where the payroll fits in:


An employee completes a time sheet to show the hours they have worked
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The payroll is recorded from the time sheets, processed, checked and the employee is paid for their work.




The wages are recorded in the Wages ledger account.



Related documents	
Time Sheet


Resources

Payroll tax: http://www.osr.qld.gov.au/taxes/payroll/index.htm" http://www.osr.qld.gov.au/taxes/payroll/index.htm
Payroll tax forms: http://www.osr.qld.gov.au/taxes/payroll/forms.htm" http://www.osr.qld.gov.au/taxes/payroll/forms.htm
Payroll tax revenue: http://www.osr.qld.gov.au/revrule/payroll.htm" http://www.osr.qld.gov.au/revrule/payroll.htm

If you require further information regarding tax matter, contact the Australian Taxation on telephone 13 28 61 or log onto the website at http://www.ato.gov.au. Telephone service is available – 8 am to 6 pm Monday to Friday, but closed on weekends and public holidays. 

If you wish to order copies of Tax Office Publications, telephone 1300 720 092.

Taxation Office locations in Queensland


Brisbane CBD	
280 Adelaide Street
Brisbane QLD 4000


Upper Mount Gravatt	
NEXUS Building
96 Mt Gravatt Capalaba Road
Upper Mount Gravatt QLD 4122


Townsville	
Stanley Place
235 Stanley Street 
Townsville QLD 4810




