Teacher notes on Payroll program

The payroll system is designed especially for Virtual Enterprise.  It is set up to be a monthly payroll.  The simulation part was designed to teach students how to use the program.  Once they have mastered the concepts, they can set up your own company in the program.  Employees are paid hourly and overtime is calculated automatically for hours > 40 worked each week. You can set the rate of pay, decide on marital status and number of exemptions claimed.  The program incorporates real tax tables for 2005.  See below.  The state tables are for California.  Make certain that the students put their files in My Documents or other non-Program folder, as Windows XP will not allow them to save files in the program folder unless they have administrative privileges.  The simulation has the following features:

· Time Cards

· Hourly input form

· Payroll register

· Employee earning records

· Printing of paychecks

· Employer taxes section

Social Security is 12.4%- half paid by employer and other half by employee and Medicare is 2.9%- half paid by employer and half paid by employee.  The cut off for Social Security is not included.  It is around $83,000.  If your students make more than this amount in six months, the social security will be still taken out.

Federal Income tax Single Monthly Payroll

Over
But not Over
Tax withheld

Of excess over

221
817

10%


221

817
2,625

50.60 Plus 15%

817

2625
5,813

330.80 Plus 25%

2,625

5,813
12,663

1,127.86 Plus 33%
5813

27,354
or more

7,893.83 Plus 35%
27,354

Federal Income Tax Married Monthly Payroll

Over
But not Over
Tax withheld

Of excess over

667
1,883

10%


667

1,883
5,517

121.60 Plus 15%

1,883

5517
10,063

666.70 Plus 25%

5,517

10,063
15,800

1,803.20 Plus 28%
10,063

15,800
27,771

3,409.56 Plus 33%
15,800

27,771 or more

7,359.99 Plus 35%
27,771

California State Tax Single Monthly Payroll

Over
But not Over
Tax withheld

Of excess Over
Plus extra

0
512

1%


0

0

512
1214

2%


512

5.12

1,214
1,916

4%


1,214

19.16

19,16
2,660

6%


1,916

47.24

2,660
3,362

8%


2,660

91.88


3,362
83,334

9.3%


3,362

148.04

83,334 and over

10.3%


83,334

7,585.44

California State Tax Married Monthly Payroll

Over
But not Over
Tax withheld

Of excess Over
Plus extra

0
1,024

1%


0

0.00

1,024
2,428

2%


1,024

10.24

2,248
3,832

4%


2,428

38.32

3,832
5,320

6%


3,832

94.48

5,320
6,724

8%


5,320

183.60

6,724
83,334

9.3%


6,724

296.88

83,334 or more

10.3%


83,334

7,420.81

Federal Example: taxpayer is single with 3 exemptions

Multiply withholding allowances for your monthly payroll period by 266.67

Let’s say there are 3 allowances

266.67 * 3 = 800

Subtract this amount from employee’s monthly wages

Let’s use $4,000 per month

4,000.00 – 800.00 = 3199.99

Now look up 3,199.99 in the federal tax table form for single people 

It is in the range of 2,625 – 5,813

330.80 Plus 25% of amount over 2,625

3,1.99 – 2,625 = 574

574* .25 = 143.65

330.80 + 143.50 = 474.30

Federal tax for this person is 474.30

State Income Tax example: Married claiming five allowances earning 3,800 per month

Standard deduction is $264 for 0 and 1 allowances  $528 for two or more allowances

Subtract standard deduction from monthly salary

3,800.00 – 528 = 3,272

Look up 3272 in the state tax table for married persons

That is in the range of 2,428 to 3,832

(.04 * (3272-2428)) = 33.76  or put another way 3272-2428= 844     844 * .04 = 33.76

Add extra amount to 33.76: 33.76+ 38.32 = 72.08

Now subtract 7.08 for each exemption claimed

7.08 * 5 = 35.42

72.08 – 35.42 = 36.66 

36.66 state income tax to be withheld

Payroll taxes for the employer, your company, is the total amount of social security and Medicare withheld for employees checks plus Federal and state unemployment taxes and state disability insurance

FUTA is .008 for first 7,000 wages paid in a calendar year

SUTA is 3.4%

State disability insurance is 1.08% with a limit of 79,418

Usually I have the luxury of testing out my programs with many of my students.  I am retired now and do not have that option.    I have thoroughly tested the program myself, but sometimes errors I do not foresee happen.  If you run into any problems, please e-mail me at jerrybelch@cox.net. with the problems you are having.  Corrected program version can be placed on Janet’s web page, janetbelch.com in the curriculum section.  If you cannot download programs at school, use your own computer to download the program, copy it onto a USB drive and transfer to your school computers.  These drives have really gotten inexpensive.  I sincerely hope your students enjoy the program and simulation and that it makes your job as a Virtual Enterprise teacher go a little more smoothly.
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