Some employers provide a telephone or cell phone allowance to their employees. As long as the
amount is “reasonable”, it is not a taxable benefit.
NOTE: Employees are required to keep their phone bills and/or cell phone bills in case they are
personally audited by Canada Revenue Agency. If the phone reimbursement or phone allowance closely
matches the cost to the employee, there is no tax consequence for the employee. Receipts and
paperwork to support information on a personal tax return must be kept for 6 years following the CRA
Notice of Assessment.
We will create an “Addition” payroll item for a phone allowance.
In the Payroll Item List, right-click and choose “New”
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FOR THIS NEXT PAYROLL ITEM ONLY THE SCREENSHOTS ARE PROVIDED. COMPLETE EACH WINDOW
AS SHOWN
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WARNING: The "Gross vs. net" screen is CRUCIAL when creating new "Payroll Items". The wrong
selection can adversely affect the entire paycheque. When you select “Gross Pay” you impact all
calculations of CPP, Tax and EI. When you select "Net Pay", the CPP, Tax and EI are not affected.
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It is not uncommon for employees to be charged for a Coffee Fund. The monies are usually collected
from all employees and are kept to purchase coffee, tea, and things such as gifts for special events.
Because the employee is essentially paying for something that has a value, there is no taxable benefit
and no tax consequence.
Right-click anywhere in the Payroll Item List and choose “New”

FOR THIS NEXT PAYROLL ITEM ONLY THE SCREENSHOTS ARE PROVIDED. COMPLETE EACH WINDOW
AS SHOWN
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WARNING: The "Gross vs. net" screen is CRUCIAL when creating new "Payroll Items". The wrong
selection can adversely affect the entire paycheque. When you select “Gross Pay” you impact all
calculations of CPP, Tax and EI. When you select "Net Pay", the CPP, Tax and EI are not affected.
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The “Payroll Item List” for New Beginnings Lawnscapes is taking shape:

PAYROLL ITEM LISTING REPORT AND MEMORIZED REPORTS
We can get the details of all our hard work by reviewing a “Payroll Item Detail” report.
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At the bottom of the “Payroll Item List”, click on “Reports”. Choose “Payroll Item Listing”

The “Payroll Item Listing” report has many columns. For general usage, it is a visual reference. Use the
scrollbar at the bottom of the report to move to the right and left. The user can expand one or more
columns if they wish by clicking on the diamond at the top right-hand edge of the column and dragging
the diamond to the right. The column and information contained in it expands.

When finished reviewing the “Payroll Item Listing” report, close the report by pressing the “ESC” key on
your keyboard.
The first time you close a report in QuickBooks, the software will ask you if you wish to memorize the
report for later use. DO NOT click on “Yes” otherwise you will end up with dozens or hundreds of
reports that are memorized. With few exceptions, any report in QuickBooks can be recreated at any
time.
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The popup displayed here will become a nuisance in time because it will display each time you close a
report. When you receive this popup click beside “Do not display this message in the future” to impose
a checkmark. Click “No”

For New Beginnings Lawnscapes, close the “Payroll Item List” and continue to the next chapter. We will
revisit the “Payroll Item List” later in this manual.
PAYROLL SCHEDULES
NOTE: The Addventive Academy does not recommend using “Payroll Schedules” in QuickBooks unless
there is more than one pay frequency for employees. If all employees are paid in the same frequency
(eg, bi-weekly), there is no need to use Payroll Schedules in QuickBooks. Where “Payroll Schedules” are
not implemented, all payroll is created as “Unscheduled Payroll”.
NOTE: See also the chapter section “Employee Opening Balances: Year-To-Date (YTD) And The Start
Date”.
New Beginnings Lawnscapes does not utilize “Payroll Schedules”. FOR CLASSROOM PURPOSES, skip
this section and continue to the next chapter.
To add one or more Payroll Schedules, click on the “Employees” menu on the QuickBooks desktop.
Scroll down to “Payroll Setup” and click on “Add or Edit Payroll Schedules”
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The “Payroll Schedule List” starts out with no schedules.

Right-click in the “Payroll Schedule List” OR click on the “Payroll Schedule” button at the bottom left of
the screen and choose “New”
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Complete the first two fields in the “New Payroll Schedule” window. In the example shown here, the
new schedule is called “Biweekly” and the frequency (how often) is “Biweekly (Every other week)”

The next field to complete is the “What is the pay period end date?” This requires some degree of
consideration. If you are starting to use QuickBooks AND you will be generating all payroll in
QuickBooks AND you will begin generating payroll as of January 1 in the calendar year, the “What is the
pay period end date?” needs to be the end of the first pay period in the calendar year. See the following
screenshots:
Generally, the date chosen for a pay period end is a Saturday. The most common bi-weekly pay periods
begin on a Sunday and end on a Saturday 2 weeks later.
This screenshot shows that the first 2-week pay period will end on January 3, 2015

This screenshot shows that the first 2-week pay period will end on January 10, 2015
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In this example, the company is transitioning to QuickBooks as of June 30, 2015. The first 2-week pay
period will thus end AFTER June 30, 2015

It is the discretion of the employer as to what the last day will be in each pay period. If the company
already has payroll, it is prudent to maintain those same pay period end dates in QuickBooks. If you are
starting payroll in QuickBooks after the month of January, you need to decide what the first pay period
will be. If there is no payroll yet in the calendar year, the first pay period would end as soon as an
employee has worked in two consecutive calendar weeks.
If the transition to QuickBooks is occurring after the month of January, it is prudent to pick dates for
“Payroll Schedules” that coincide with the first possible payroll dates in the calendar year.
The next field to complete is “What date should appear on pay cheques for this pay period?” field.
Payroll is generally paid no later than five (5) business days after the end of the pay period. It is
advisable to check your provincial or territorial labour or employment standards regulations.
In this example, the date chosen for paying the employees is Thursday January 8, 2015. It is within the
most common 5-day limit set by territorial or provincial employment and labour standards
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The “New Payroll Schedule” window displayed here is for a company that will begin using Payroll
Schedules in January of 2015. The first pay period will begin in Sunday, December 21, 2014 and end on
Saturday, January 3, 2015. The first paycheques will be dated for Thursday January 8, 2015.
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The “New Payroll Schedule” window displayed here is for a company that will begin using Payroll
Schedules in July of 2015. The first pay period will begin Sunday, June 21, 2015 and end on Saturday,
July 4, 2015. The first paycheques will be dated for Thursday, July 9, 2015.

When you are satisfied with the information in the “New Payroll Schedule” window, click “OK”
If you receive this prompt and you have employees in the Employee Centre who are already paid on a
bi-weekly basis, click “Yes”. If you click “Yes” then all employees who are paid bi-weekly will be assigned
this new pay “Schedule”. Otherwise, click “No”
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This next prompt explains the consequence of not saying “Yes” to assigning all related employees to this
new “Schedule”. Choose either “Assign” or “Skip Assignment”. If you do not yet have employees in the
Payroll Centre, click “Skip Assignment”

As mentioned at the beginning of this section, it is only prudent to implement “Payroll Schedules” if you
have employees who are paid on differing frequencies. For this example, it is presumed that the
employees who are not paid bi-weekly will be paid semi-monthly.
Having setup a “Biweekly” schedule, it is prudent to set up a second Payroll Schedule called
“Semimonthly”.
Right-click in the “Payroll Schedule List” and choose “New”

The image in this next screenshot is quite small and has been split into two images for better legibility
(see the split images that follow).
The “New Payroll Schedule” window displayed here is for a company that will begin using Semi-Monthly
Payroll in January of 2015. The first paycheque in 2015 will be dated for January 5, 2015 and will be for
the period ending December 31, 2014.
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The example below shows the first “Semimonthly” paycheques being dated for the 5th of the month for
the period ending on the last day of the previous month. Notice that the dates at the bottom of the
window pertain to the pay period AFTER the first paycheque date in the month:

PAYROLL SETUP C4-81

Note that these next two screenshots have a bit of overlap for clarity. This is the left-hand side of the
“New Payroll Schedule” window for the “Semimonthly” pay frequency:
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This is the right-hand side of the “New Payroll Schedule” window for the “Semimonthly” pay frequency.
When you are satisfied with the information in the “New Payroll Schedule” window, click “OK”

If you receive this prompt, the dates in the window are not consistent with the format for this window.
Click “OK” and make the appropriate changes
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There are now two Payroll Schedules assigned to this QuickBooks company file. Bi-weekly payroll isn’t
set to begin until July of 2015

If you wish to make a Payroll Schedule “inactive”, right-click on the name of that schedule in the “Payroll
Schedule List”. Click on “Make Payroll Schedule Inactive”
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To reinstate a “Payroll Schedule” or to view payroll schedules that are inactive, click to the left of
“Include inactive” at the bottom of the “Payroll Schedule List”

The inactive payroll schedule(s) will appear with an “X” at the left side
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Click on the “X” at the left side of the payroll schedule to make it active

Refer to the next chapter for setting up employees (including adding a Payroll Schedule to an employee)
in the Payroll Centre.
SETTING UP WORKERS’ COMPENSATION (WCB)
WARNING: The Addventive Academy does not recommend using WCB as a “Payroll Item”. It is our
experience that businesses have a turnover of staff, including those in the capacity of Bookkeeper or
Payroll Clerk. The result is that the Workers’ Compensation “Payroll Item” settings are not kept up-todate and thus QuickBooks calculates the liability incorrectly. Adding WCB as a “Payroll Item” requires
attention to detail including remembering to change the rate in the Payroll Item List, change the
Employee Defaults in Preferences and change each employee template in the Employee Centre
immediately prior to generating the first payroll in each calendar year. Instead, we recommend using
the PD7A Report for each calendar quarter to calculate the remittance followed by adding the WCB
Premium as a “Bill” in Accounts Payable. Refer to the chapter section “Posting Workers’ Compensation
(WCB) As A Bill”.
New Beginnings Lawnscapes will utilize WCB as a “Payroll Item” for one employee as reference only. In
a real-life setting, the company would follow the same WCB procedures for ALL employees.
You will need two accounts on your COA for WCB. If you do not have an account for Workers
Compensation in each of the “Other Current Liability” section and the “Expense” section of COA you
must add them to your COA. The recommended accounts are:
Acc type: Other Current Liability
Acc#: 24020
Acc name: Worker’s Comp Premiums
Acc type: Expense
Acc#: 66020
Acc name: Worker’s Comp Expense
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NOTE: You need to have a Workers’ Comp account in order to setup and remit WCB premiums. The
assessed rate (percentage) for your company are decided by Workers’ Compensation based on the type
of work (industry) that your employees perform. It can take up to three (3) weeks for the Workers’
Compensation offices to approve a WCB account. The percentage and maximum assessable earnings
are available from the Workers’ Compensation office for your province or territory.
Workers’ Compensation can be automatically set to calculate on each employee paycheque. WCB does
not impact the employee’s income, vacation pay or taxes.
From the “Lists” menu, choose “Payroll Item List”

Right-click anywhere in the “Payroll Item List”, and choose “New”
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Click beside “Other Tax” and click “Next”

Click beside “Tax is paid by the company” and click “Next”
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Type “WCB” in the name and click “Next”

Type “Workers’ Compensation” in the “Enter name of agency to which liability is paid”. Press the “Tab”
key on your keyboard

Click on “QuickAdd” (the details such as mailing address and phone number for the vendor can be added
into the Vendor Centre later)
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Complete the remaining fields in “Agency for company-paid liability” window as shown and click “Next”

Click “Next”
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This window requires that you know the rate (percentage) of WCB premiums for your company as well
as the Maximum Assessable Earnings per employee.
For this example, the industry rate is 2.2%. The Maximum Assessable Earnings is $69,900.
The upper limit is found by multiplying the rate by the Maximum Assessable Earnings:
2.2% X $69,900. = $1537.80
Fill in the rate (percentage) and upper limit. DO NOT use the “$” sign. Complete the fields as shown
using the amounts calculated for your company. Click “Next”
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This next window requires careful attention. As mentioned earlier in this manual, the default payroll
“Advance” item should not be used in QuickBooks payroll. It must not have WCB applied to it (see next
screenshot)

However, if you scroll through the list presented, you will notice that the default payroll item for
“Advance” is included. Remove the checkmark for any “Advance” payroll items that show in this list.
Click “Finish”
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WCB now appears in the “Payroll Item List”

Close the Payroll Item List.
REMOVING TAX-LINE MAPPING
The “Tax-Line Mapping” feature allows the bookkeeper to export the QuickBooks year end information
into tax software manufactured by Intuit (the people who manufacture QuickBooks). Examples of
compatible tax softwares are TurboTax® and Profile®.
The Addventive Academy believes that features that are irrelevant to the bookkeeper’s duties should be
turned off or made in active, allowing the bookkeeper to concentrate on their job. If the bookkeeper or
QuickBooks user does not prepare the year-end financial statements, it is prudent to TURN OFF Tax-Line
Mapping.
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Click on the “Company” menu on the QuickBooks desktop. Select “Company Information”

The “Income Tax Form Used” field is displayed at the bottom of the “Company Information” window
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For New Beginnings Lawnscapes, the company is a “Sole Proprietorship”. The income tax return for a
“Some Proprietorship” or simple “Partnership” is the T1 Personal Income Tax Return shown here

The income tax return for a “Limited Company” is the T2 Corporate Income Tax Return shown here.
There are other types of income tax returns

Choose “Other/None” in the “Income Tax Form Used” field

Click “OK”
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Click “OK”

Click “Yes”

In the future, if the user creates a new account on the COA or edits an account on the COA, the “TaxLine Mapping” field is removed from the activity
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