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Introduction 

Overview of Payroll 
The Payroll module in Microsoft Dynamics® SL performs the functions needed to process payroll for 

hourly, salary, and exception employees. (Exception employees are salaried employees who become 

hourly employees when timesheets are entered for them.) With the Payroll module, employees can be 

paid on any of four pay frequencies: weekly, biweekly, semimonthly, or monthly. You can define and 

utilize as many types of earnings as you need (for example, regular, overtime, reported tips, and 

allocated tips). The Payroll module also allows you to define and utilize employee deductions, such as 

federal income tax, FICA, FUTA, state income tax, local income tax, union dues, and savings plans. 

In addition, Payroll provides automatic transfer of payroll checks directly to employee bank accounts. 

Employees may have all of their net pay direct deposited at up to six different banks, using up to six 

different accounts. (Employees cannot elect to have only a portion of their net pay direct deposited.) 

Payroll automatically provides pre-notification records, and creates direct deposit information in the 

standard Automated Clearing House (ACH) formats. 

The Payroll module automatically updates the correct accounts maintained by the General Ledger 

module. The Payroll module is also designed to be used with the Project Controller module. 
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Payrollõs Integration with Other Modules 
Payroll integrates with General Ledger, Advanced Payroll, Cash Manager, Bank Reconciliation, Project 

Controller, Service Dispatch, and Flat Rate Pricing. The amount of integration is based on how the 

system is set up. For example, earnings and expenses are charged to general ledger accounts when 

the transactions created from check batches (including manual checks, void checks, regular checks, 

and direct deposit advice slips) are released and posted in General Ledger. For more information 

about the benefits of each of these modules, see the respective module manual. 

 
Figure 1: Payroll Interaction 

General Ledger (required) ñ Payroll transactions that should update general ledger accounts are sent 

to General Ledger in the form of unposted batches upon release. Time Entry (02.010.00) and Time 

and Dollar Entry (02.020.00) batches do not carry costs and therefore do not affect general ledger 

account balances. Check batches (including manual checks, void checks, regular checks, and direct 

deposit advice slips) create unposted batches when they are released. To update the general ledger 

account balance, the Post Transactions (01.520.00) process must be performed. 

Cash Manager (optional) ñ Integrating Payroll with Cash Manager requires the cash accounts to be set 

up in Cash Account Maintenance (20.250.00) prior to printing checks/direct deposit advice slips from 

the account/subaccount combination. Failure to set the cash accounts up first may result in the wrong 

accounts being updated during the Post Transactions (01.520.00) process. Check reconciliation can 

only be performed from within Bank Reconciliation (20.210.00) when Cash Manager is set up. This 

allows all checks and deposits (from all modules) to be reconciled from a central location. Check 
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Reconciliation (02.050.00) in Payroll becomes disabled. A message is displayed instructing the user 

to reconcile checks from within Cash Manager.  

Project Controller (optional) ñ When Project Controller is integrated with Payroll, Time Entry 

(02.010.00), Time and Dollar Entry (02.020.00) and Manual Check Entry (02.040.00) allow for a 

project ID, task ID, and billable option for each entry. This information is stored within the payroll 

transaction record. The Financial Transaction Transfer (PA.TRN.00) process identifies which 

transactions should be posted to projects by looking for payroll transactions that contain project 

information. These are the transactions the process uses to update the respective project labor costs. 

Any project expenses entered through Payroll become available to the project system when they are 

òfinalized.ó Time entries are only finalized upon payment. Time and Dollar Entry (02.020.00) batches 

are finalized upon their òrelease.ó 

When labor is entered in Project Controller (via Timecard Entry, Timesheet Entry, or Mobile Timecard), 

it can be transferred to Payroll for generation of checks. The employee must be defined to be included 

in the payroll batches. The Pay Labor Interface (TM.PLI.00) in Time and Expense for Projects allows 

the transfer of the costed labor into Payroll for a specified period of time and subset of employees. 

This pay data is loaded into a Time and Dollar Entry (02.020.00) batch and placed on hold status, 

pending review by the Payroll clerk. Payrollõs Calculation (02.500.00) process treats this batch as if it 

were entered directly into Time and Dollar Entry (02.020.00). If the labor cost was booked through 

Time and Expense for Projects, the payroll system should relieve the Payroll posting values on each 

record when the pay is generated. If the labor expense is to be recorded through the payroll system, 

the account and subaccount charged should be booked as part of paying employees.  

Field Service Management Series (optional) ñ The Field Service Management Series integrates with 

Payroll by pushing data from Invoice Entry (SD.202.00) into Time and Dollar Entry (02.020.00). The 

Field Service Management Series uses the Employee ID from Payroll by linking the payroll employee ID 

with the employee ID in Employee Maintenance (SD.007.00) of Service Dispatch. In addition, the 

earnings type plays a vital role in identifying whether that labor record in Invoice - T & M Details 

(SD.203.00) or Flat Rate Order - Modify Details (SP.202.00) has a multiplier of regular, overtime, or 

double time. Compensable labor hours are pushed to Time and Dollar Entry (02.020.00) using 

Generate Payroll Process (SD.302.00) in Service Dispatch User Guide Overview 

This user guide provides task-oriented and reference information regarding the setup and use of the 

Payroll module. Reviewing the user guide helps in making informed decisions regarding the 

implementation of the Payroll module in your business. 

What is Covered in the User Guide? 

This user guide is organized into the following major sections: 

¶ The òIntroductionó gives an overview of the Payroll module. 

¶ The òConcepts:  How This Module Worksó section describes the major concepts you need to know 

to fully take advantage of the Payroll module. 

¶ The òTask Guidelinesó section explains the basic task flow for setting up and processing Payroll. 

¶ The òReferenceó section provides screen and field descriptions for Payroll screens. 

Who Should Use the User Guide? 

The user guide is designed for users and system administrators who are new to the Payroll module. It 

provides the information necessary for making decisions regarding how to use the Payroll module in 

order to get the most from your system. 

How to Use the User Guide 

Read the appropriate section of the user guide before proceeding with setup and operation of the 

Payroll module. The guide assists you with implementation of the module, and serves as a reference 

tool once Payroll is in operation. The heart of the user guide is the òTask Guidelinesó section, which 

contains step-by-step procedures for completing various payroll operations.  

To assist you in locating information, the user guide contains: 
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¶ A òTable of Contentsó of logically organized activities and tasks. 

¶ An alphabetized òQuick Reference Task Listó of commonly performed tasks. 

¶ An alphabetized òIndexó of the information provided in the user guide. 
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Hints and Tips 
This section provides helpful hints and tips regarding the use of this module. 

Starting the First Batch as 020001 

By using batch numbers with a ò02ó prefix, you have identified all batch reports printed in the Payroll 

module with a unique identifier. This can be useful when reviewing a series of batch reports to be able 

to easily identify them with a specific module. 

To start this batch numbering sequence, enter 020000 in Last Batch Number in PR Setup 

(02.950.00). 

Re-Hiring Employees 

When an employee is terminated, the employeeõs status should be changed to Inactive in Employee 

Maintenance (02.250.00) and the termination date entered. On re-hire, the employeeõs status should 

be changed back to Active and the termination date removed. It is not necessary to set up the rehired 

employee as a new employee. 

Calculating Manual and System Checks 

There are two methods of calculating manual checks. Using the hand method means that you 

calculate the check by looking up the proper deductions in Circular E and corresponding State Tax 

Guide, calculate the net pay, and then enter the check in Manual Check Entry (02.040.00). 

An easier method, when it is necessary to prepare just one payroll check, is to perform the following 

steps in the Payroll module: 

1. Enter time in Time Entry (02.010.00) or enter time and gross amounts in Time and Dollar Entry 

(02.020.00). 

2. Calculate just the one payroll check using Calculation (02.500.00). 

3. View the check in the Check Preview (02.620.00) report and make any corrections in Review/Edit 

Check (02.030.00). 

4. Print the check, using the Checks (02.630.00) report. 

If you know the exact net amount of the check that you want to prepare (e.g., when writing bonus 

checks), the alternative method would be: 

1. Enter and release a net check batch in Net Check Entry (02.080.00). 

5. View the check in the Check Preview (02.620.00) report and make any corrections in Review/Edit 

Payroll Check (02.030.00). 

6. Print the check, using the Checks (02.630.00) report. 

Handling Leaves of Absence 

If an employee goes on a leave of absence, change their status in Employee Maintenance 

(02.250.00) from Active to Inactive. When the employee returns, change the employeeõs status back 

to Active. 

Deleting Unwanted Data 

When you close Payroll using General Ledgerõs Closing  (01.560.00), the software performs several 

housekeeping tasks in the database. One significant task you can ask it to perform is to delete 

unwanted data according to the Periods to Retain Timesheets, Quarters to Retain Checks, Years to 

Retain Employee History, and Years to Retain Deduction History settings in the Payroll Information tab 

of PR Setup (02.950.00). 

Checks, timesheets, and related transactions that are deleted include cleared and voided checks. If a 

check was posted in the current or a future fiscal period or has not been cleared, the software does 

not delete it. The closing process does include any void, complete, or deleted batch information. 
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If you do not want to delete this data during the closing process, you can run the operation separately. 

You can also choose to set new retention criteria in PR Setup (02.950.00) at any time. 
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Concepts:  How This Module Works 

Payroll Overview 
Running the Payroll module essentially involves two functions: setup and processing. 

PR Setup 

Setting up the Payroll module involves the following basic steps: 

1. Setting up general system-level processing options. 

2. Setting up identification (ID) codes for: 

¶ Tax tables 

¶ Deductions 

¶ Work locations 

¶ Earnings types 

¶ Benefits and benefit classes 

¶ Pay groups 

¶ Employees 

Payroll ID codes allow you to group employees, benefits and deductions according to pay groups, 

earnings types, and work locations. These codes take time to set up, but once established they 

make payroll processing faster and easier. See òPayroll Reference and ID Codesó on page 9 for 

more information about payroll ID codes.  

3. Generate appropriate reports to verify the accuracy of the payroll information entered. 

4. Enter beginning balances for employee history and benefit history. 

Note: The software requires all transactions to be associated with a company ID. Payroll assumes that 

all transactions are associated with the company ID set up in GL Setup (01.950.00) for the particular 

database you are using. 

DD Setup 

The Payroll module also gives you the ability to set up employees as direct depositors. Note that if 

employees select this option, they must direct deposit all of their net pay, not just a portion of it. 

Setting up direct depositing consists of: 

1. Contacting the company bank to determine communication and file requirements. 

2. Setting up general direct deposit processing options. 

3. Setting up employees as direct depositors. 

4. Setting up and testing an Automated Clearing House (ACH) file. 

5. Completing the pre-notification process. 

See òSetting up Direct Depositsó on page 63 for step-by step instructions. 

Processing 

Processing payroll consists of the following basic steps at the end of every payroll period: 

1. Entering timesheets for hourly and exception employees. 

2. Calculating payroll. 

3. Printing checks and, if using Direct Deposit, printing or electronically transmitting advice slips to 

employees. 
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4. Creating and sending Automated Clearing House (ACH) files. This process includes balancing the 

Direct Deposit Audit (02.820.00) report to the Direct Deposit Register (02.645.00). 

5. Closing payroll at the end of the period. 

You will need to perform certain other functions as necessary, such as: 

¶ Entering manual checks. 

¶ Entering net checks. 

¶ Reviewing, editing, and voiding checks. 

¶ Generating reports. 

¶ Creating new ID codes for new deductions, work locations, earnings types, benefits and 

benefit classes, pay groups, and employees. 

¶ Reviewing employee records and earnings/deduction history. 

¶ Reconciling payroll checks with bank statements (monthly). 

¶ Generating quarterly federal tax returns. 

¶ Generating unemployment tax worksheets, W-2 forms, and closing the payroll module for the 

year (annually). 

¶ Deleting payroll information. 

See òProcessing Payrolló on page 73, òMaintaining Payroll Dataó on page 97, òReviewing Employee 

Informationó on page 103, and òGenerating Government Reportsó on page 117 for step-by-step 

procedures. 
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Payroll Reference and ID Codes 
During a typical operating session, a great deal of new information such as timesheets, employee 

records, and checks or direct deposits are entered in the database. For accurate, efficient data 

storage and retrieval, each data record receives a unique identifying code that distinguishes it from all 

other data records. These codes can be numeric, alphabetic, or alphanumeric. Depending on the data 

record type, the codes are assigned either automatically by the software or manually by you. 

For example, if transaction batch numbering began with batch number 000001 for the first batch 

entered in the database, the software automatically assigns batch number 000234 to the 234th 

batch entered. However, data records such as employee information, work locations, earnings types, 

deductions, and pay groups require manually assigned identifying codes. For example, if a record for a 

new employee named Smith is being created, the employee ID could be RSMITH, SMI100, 1001RS, or 

any other identifying code that you care to assign.  

To ensure ease of record retrieval, especially for reporting, the codes assigned to each different type 

of data record should follow a standard coding format established beforehand. For example, the 

standard coding format for employee IDs of hourly employees might call for a leading H at the 

beginning of each ID: H00001, H00002, etc. Or, employee IDs might use the employeeõs 

country/region or warehouse number and the first three letters of the employeeõs last name: 100SMI. 

When establishing data record coding formats, consider the following: 

¶ Before defining data record coding formats, review the sorting and selection functions that specify 

which information should appear when you generate reports (see the various Payroll module 

report descriptions in the Reference section) and compare this to your own reporting needs. This 

comparison helps you develop coding formats that achieve the desired reporting results. 

¶ In the software, code sorting always occurs from first character to last, numerically and 

alphabetically. Also, numbers always sort before letters. For example, the numeric codes 020243, 

020242, 080656, 042691 are sorted and arranged in the order 020242, 020243, 042691, 

080656. The alphanumeric codes B20242, A20242, B20243 are sorted and arranged in the 

order A20242, B20242, B20243. 

¶ If you cannot define a format that completely meets the needs of a particular data record, use a 

format that is adequate for a majority of the codes and handle exceptions individually. Do not 

simply use a random coding format. 

¶ Once you have defined the coding format for a record type, consistently observe this format when 

you enter associated data records. If the format requires six characters, all codes should have six 

characters; if the character order is two letters followed by four numbers, all codes should have 

two letters followed by four numbers. 

Remember that a well-planned system of data record coding formats ensures the orderly, logical 

identification of all data records in the database. 
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Before you set up and operate the Payroll module, you must decide on the coding schemes to be used 

for the following payroll items: 

¶ Batch numbers 

¶ Reference numbers 

¶ Employees 

¶ Pay groups 

¶ Work locations 

¶ Tax tables 

¶ Earnings types 

¶ Deductions 

¶ Exemptions and credits 

¶ Benefits and benefit classes 

Batch Numbers 

Batch numbers are unique numeric codes assigned to transaction batches. The software 

automatically assigns and increments batch numbers according to the batch numbering format you 

establish in Last Batch Number in PR Setup (02.950.00). 

The typical batch numbering format uses leading zeroes (000000), which assigns the lowest possible 

positive number (000001) to the first transaction batch entered. A batch numbering format that uses 

a leading 1 (100000) causes batch numbering to begin with batch number 100001 (100001, 

100002, 100003, etc.). Other possible batch numbering formats include beginning each batch 

number with a department or division number (200000, 330000, etc.). Keep in mind that 

incrementing and rolling over the batch number may eventually affect any numeric ID that is part of 

the batch number. For example, batch numbers for department 33 may eventually cause the 

department ID to roll over to 34 when batch numbering reaches 339999. 

Reference Numbers 

Reference numbers are unique identifying codes assigned to payroll checks that distinguish each 

check from all other checks in the database. In the Payroll module, reference numbers for checks are 

numeric only. The software automatically assigns and increments reference numbers according to the 

reference numbering format you establish in Next Check Number when printing checks using the 

Checks (02.630.00) report. Reference numbers for timesheets are optional. When used, they are 

determined by manually entering them into Time Entry (02.010.00) or Time and Dollar Entry 

(02.020.00). Timesheet reference numbers are not required to be unique. 

The typical reference numbering format uses leading zeroes (000000), which assigns the lowest 

possible positive number (000001) to the first document entered. A reference numbering format that 

uses a leading 1 (100000) causes reference numbering to begin with 100001 (100001, 100002, 

etc.) Other possible reference numbering formats include beginning each reference number with a 

department or division number (200000, 330000, etc.). Keep in mind that incrementing and rolling 

over the reference number may eventually affect any numeric ID that is part of the reference number. 

For example, reference numbers for department 33 may eventually cause the department ID to roll 

over to 34 when reference numbering reaches 339999. 

Automatic reference numbering or manual reference numbering formats that use some type of 

sequential numbering scheme are the only reference numbering formats that provide a clear payroll 

document audit trail. If you choose any other type of reference numbering format, it is best to maintain 

a written reference number log showing the reference number assigned to each payroll document. 
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Employee IDs 

Employee IDs are unique identifying codes that distinguish each employee from all other employees in 

the database. An employeeõs ID can be any alphanumeric code you care to assign (for example, an 

abbreviated version of the employeeõs name or a letter-number combination). Possible employee ID 

formats include: 

¶ The employeeõs Social Security number. 

¶ The employeeõs phone number. 

¶ A series of letters in the employee name (SMITHBOB for Robert Smith where the last name sorts 

before the first name). 

¶ Sequential numbers (224398339, 224398340, 224398341, etc.).  

¶ A department number-employee number combination (201578 for employee 578 working in 

department 201). 

¶ Employee name-department number combination (SMITHB201 for employee Bob Smith working 

in department 201). 

Note: The Flexkey feature gives you the ability to divide employee IDs into segments to allow the 

production of more meaningful financial and management reports. The segments might represent a 

variety of information (for example, segments might be established for the employeeõs location, pay 

rate, earnings type, and shift). Segments are defined in the Shared Information module using Flexkey 

Definition (21.320.00). 

Pay Group IDs 

Pay group IDs are unique codes assigned to groups of employees with a common association, and are 

used to distinguish each group from all other groups in the database. Employees can be grouped 

according to any unique criteria you wish to establish, such as geographical location or employee 

grade. However, each pay group must meet the following criteria: 

¶ All employees in the pay group must have the same pay frequency. 

¶ All employees in the pay group must be paid from the same checking account. 

¶ All employees in the pay group must have the same standard units per pay period. 

The software allows more than one pay group with the same pay frequency and checking account. A 

pay group can be any alphanumeric code you care to assign (for example, an abbreviated version of 

the group name or a letter-number combination). Possible pay group formats include: 

¶ The frequency of pay earned by the group (BIWEEKLY, WEEKLY, SEMIMON, MONTHLY). 

¶ The pay type (HOURLY, SALARY). 

¶ A series of letters identifying department (ADMIN, EXEC, SREXEC, DISPATCH). 

¶ A department number-project code combination (ADMIN320, EXEC320 for administrative staff 

and executive staff working on project 320). 
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Work Location IDs 

Work location IDs are unique identifying codes assigned to a geographic location where employment 

occurs, and are used to distinguish locations from all other work locations in the database. The typical 

work locations are state abbreviations (such as OH, MI, CA, GA). However, work location IDs may be 

set up any other way you care to assign. For example: 

¶ By using the name of the work location (listed alphabetically on reports; MICH for Michigan). 

¶ By using a unique number for the work location (13 for Ohio). 

¶ By using a region number-facility number combination (130002 for Ohio, plant 2). 

¶ By using a region name-facility number combination (MICH03 for Michigan, plant 3). 

Payroll Table IDs 

Payroll table IDs are unique identifying codes that distinguish each payroll tax table from all others in 

the database. A payroll table ID can be any alphanumeric code you assign. 

Pre-defined tax tables are available as part of the Payroll Tax Service. If you subscribe to this service, 

you will receive the latest tables on disk yearly. You then load the tables into the software using Load 

Payroll Tax Tables (02.560.00). Tax table updates are provided in printed form quarterly as part of the 

service. If you are interested in this service, contact your reseller for more information. 

While payroll tables and payroll table IDs for federal and state tables are provided through the Payroll 

Tax Service, you might have to set up tables and IDs for some city or local taxes. The coding scheme 

for payroll table IDs can be set up several ways. For example: 

¶ By using the description of the payroll table (listed alphabetically on reports; CHIC for Chicago 

payroll table). 

¶ By using a unique number for the payroll table (000001 for payroll table 1). 

¶ By using a payroll table name-number combination (OHD1 for Ohio payroll table). 

These coding schemes permit report printing alphabetically or by payroll table, using the sort/select 

capability on the report screen. 

Earnings Type IDs 

Earnings type IDs are unique codes that identify specific earnings types ñ regular time, overtime, 

holiday pay ñ used to calculate employee pay. Each type of earnings must have a unique earnings 

type ID, which can be any alphanumeric code you want to assign. The coding scheme for the earnings 

type IDs can be set up several ways. For example: 

¶ By using the description of the earnings type (listed alphabetically on reports; REG for regular 

earnings, OT for overtime, DOT for double time). 

¶ By using a unique number for the earnings type (02 for overtime). 

¶ By using an employee grade ID-earnings type ID combination (010003 for grade 01, earnings type 

0003). 

¶ By using an earnings type ID-employee grade combination (REG01 for regular earnings, grade 1). 
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Deduction IDs 

Deduction IDs identify the different deductions used in calculating payroll. You might need to set up 

IDs for other deductions such as local taxes, retirement contributions, and garnishments. Deductions 

can be specified as an annual deduction or a lifetime deduction. If the deduction is flagged as a 

lifetime deduction, the maximum deduction amount represents the deduction should be taken until 

the amount has been deducted in full, at which time Calculations (02.500.00) needs to stop taking it. 

The coding scheme for deduction IDs can be set up several ways. For example: 

¶ By using the description of the deduction (listed alphabetically on reports; 401K for a 401(k) plan, 

FED for a federal tax, NYCITY for a New York City tax). 

¶ By using a unique number for the deduction (0001 for deduction 1, exemptions claimed; or 0002 

for deduction 2, no exemptions claimed). 

¶ By using a deduction type-number combination (OH0001 for Ohio income tax, exemptions 

claimed). 

Workersõ Compensation 

Workersõ compensation is a form of insurance employers are required to have to provide a basic level 

of benefits as mandated by each state and to insulate against lawsuits brought by employees who are 

injured or disabled on the job. This insurance provides coverage for accidents or disease arising from 

employment as prescribed by these state laws. Benefits can include lost wages, medical expenses, 

and permanent disfigurement/disability payments. 

Workersõ Compensation Codes 

Workersõ compensation codes identify a particular rate and basis used for calculating workersõ 

compensation insurance premiums. The coding scheme for workersõ compensation codes can be 

setup using a two-character state abbreviation and a four-digit compensation code to make multiple 

state reporting easier. 

Payroll Liability Vouchering 

Payroll liability vouchering provides the ability to update Accounts Payable with outstanding payroll 

liability amounts so they can be paid. Accounts payable vouchers and adjustments are created for any 

selected deductions. 

Exemption and Credit IDs 

Exemption and credit IDs identify specific exemptions or credits that can be applied to employee 

earnings. For example, some states allow different credits based on marital status or disability. The 

coding scheme for exemption-credit IDs can be set up several ways. For example: 

¶ By using the description of the exemption/credit (listed alphabetically on reports; SING for single 

status). 

¶ By using a unique number for the exemption/credit (000001 for exemption-credit 1). 

¶ By using an exemption-credit name-number combination (OHE1 for Ohio exemption 1, NYC1 for 

New York credit 1). 

These coding schemes permit report printing alphabetically or by department, using the sort/select 

capability on the report screen. 
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Benefit IDs and Benefit Class IDs 

Benefit class IDs establish general payroll benefit classifications. Benefit classes are at the highest 

level of payroll benefit maintenance, used to designate the broad categories that together comprise a 

companyõs total payroll benefits package. Typical benefit classes are vacation, sick days, and personal 

days. 

Once benefit classes are established, you can define one or more types of benefits for each class 

using benefit IDs. For example, under the benefit class VACATION, you might establish (in other 

screens) the vacation benefit types VACINITIAL (initial vacation benefit) for employees who have less 

than one year of service and VACSTD (standard vacation benefit) for employees who have one or more 

years of service. Each benefit type would use different options (specified in Benefit Maintenance 

(02.340.00)) to indicate when the benefit is available to employees, whether or not it accrues a 

liability, and how much of the benefit can be carried forward to a subsequent benefit year. 
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Payroll Employees 
Payroll employee records are defined and maintained using Employee Maintenance (02.250.00). 

Following are some important concepts related to payroll employee maintenance. 

Employee Pay Types 

Employees may be assigned a pay type of salary, hourly, or exception in the Pay Info tab of Employee 

Maintenance (02.250.00). 

You must enter hourly employeesõ time (hours worked) in either Time Entry (02.010.00) or Time and 

Dollar Entry (02.020.00) and release the batch containing these records before you can use 

Calculation (02.500.00) to calculate payroll. 

Salary and exception employees do not have this requirement. Calculate their payroll by simply 

completing Calculation (02.500.00). However, for salaried employees, you can enter timesheet 

information in Time and Dollar Entry (02.020.00) to reflect amounts in addition to their standard pay. 

For exception employees, if you enter timesheet information in the payroll time screens, their 

paycheck totals will reflect the amounts entered in the payroll time screens in place of their standard 

pay amounts. 

An exception employeeõs pay is based on timesheets entered as long as the standard unit rate is not 

zero for timesheets entered in the Time Entry (02.010.00), or timesheet earnings are not zero for 

timesheets entered in Time and Dollar Entry (02.020.00). If they are zero, the earnings are based on 

the employeeõs standard salary. 

Employee Timesheet Entry 

There are two screens used to enter timesheets: 

¶ Time Entry (02.010.00) ñ Use this screen to enter the units of hourly or exception employees. Pay 

is calculated according to the standard rate entered for each employee in Employee Maintenance 

(02.250.00). If you enter units for salaried employees in this screen, they do not affect the 

employeesõ earnings but will determine how the standard salary is distributed among projects 

maintained in Project Controller and among payroll expense accounts maintained in General 

Ledger. The software automatically charges earnings expense to the default account and 

subaccount defined in Employee Maintenance (02.250.00). If you enter timesheets for exception 

employees, these employees are paid based only on the timesheet entries, so long as the 

standard unit (hourly) rate entered in this screen is not zero. If the hourly rate is zero, the earnings 

are based on the employeeõs standard salary. 

¶ Time and Dollar Entry (02.020.00) ñ Use this screen to enter the timesheet information of hourly 

employees when you need the ability to override standard pay rates or enter supplemental wages. 

If you enter a salaried employeeõs timesheet, the software uses zero as the default pay rate. 

Accepting the default causes the timesheet entry to have no effect on the employeeõs earnings. It 

determines how the standard salary is distributed among projects maintained by Project 

Controller module and among payroll expense accounts maintained by General Ledger. Any non-

zero rate or earning entered for a salaried employee is considered a supplemental wage and is 

paid in addition to the employeeõs standard salary. If you enter exception employee timesheets, 

the software uses the standard hourly rate entered for each employee in Employee Maintenance 

(02.250.00), as long as the timesheet earnings are not zero. When timesheet earnings are zero, 

the earnings are based on the employeeõs standard salary. 

Note: A reversing timesheet should be entered in the same screen as the original timesheet; however, 

a salaried employeeõs normal/standard salary must be reversed in Time and Dollar Entry (02.020.00). 



16 Payroll/Direct Deposit 

 

Employee Expense Accounts and Subaccounts 

Expense accounts and subaccounts specify the account and subaccount to which the employeeõs 

payroll expense should normally be charged. Default expense accounts and subaccounts are set up in 

the Defaults tab of Employee Maintenance (02.250.00). 

For salaried employees, the software charges all payroll time and dollars to the default expense 

account and subaccount unless you enter timesheets with a different account and subaccount 

number. 

¶ If you charge an employeeõs time and dollars to an expense account and subaccount other than 

the defaults, and the total hours on the timesheet are less than the standard number of hours per 

pay period (specified in Pay Group Maintenance (02.320.00)), the software automatically charges 

the remainder of the time and dollars to the default expense account and subaccount. 

¶ If you charge an employeeõs time and dollars to an expense account and subaccount other than 

the default, and the total hours on the timesheet are greater than or equal to the standard 

number of hours per pay period, no time is charged to the default expense account and 

subaccount. 

Microsoft Dynamics SL does the following for exception employees: 

¶ Charges all of the employeeõs time and dollars to the default expense account and subaccount 

unless you enter a timesheet that charges the employeeõs time and dollars to another account 

and subaccount. 

¶ Charges no time to the default expense account and subaccount if any of the employeeõs time is 

entered into the software using a timesheet. 

Employee Work Locations 

Work location codes associate employees with a specific geographic location for tax purposes. An 

employeeõs default work location is assigned in the Defaults tab of Employee Maintenance 

(02.250.00). 

For salaried employees, the software charges all payroll time and dollars to the default work location 

unless you enter timesheets to charge the employeeõs time and dollars to other work locations. 

¶ If you charge an employeeõs time and dollars to a work location other than the default and the 

total hours on the timesheet are less than the standard number of hours per pay period (specified 

in Pay Group Maintenance (02.320.00)), the software automatically charges the remainder of the 

time and dollars to the default work location. 

¶ If you charge an employeeõs time and dollars to a work location other than the default and the 

total hours on the timesheet are greater than or equal to the standard number of hours per pay 

period, no time is charged to the default work location. 

Microsoft Dynamics SL does the following for exception employees: 

¶ Charges all of the employeeõs time and dollars to the default work location unless you enter a 

timesheet that charges the employeeõs time and dollars to other work locations. 

¶ Charges no time to the default work location if any of the employeeõs time is entered into the 

software using a timesheet. 
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Employee Earnings Types 

Earnings types identify the type of earnings normally earned by the employee (for example, regular or 

overtime pay). An employeeõs default earnings type is assigned in the Defaults tab of Employee 

Maintenance (02.250.00). 

For salaried employees, the software charges all payroll time and dollars to the default earnings type 

unless you enter timesheets to charge the employeeõs time and dollars to other earnings types. 

¶ If you charge an employeeõs time and dollars to an earnings type other than the default and the 

total hours on the timesheet are less than the standard number of hours per pay period (specified 

in Pay Group Maintenance (02.320.00)), the software automatically charges the remainder of the 

time and dollars to the default earnings type. 

¶ If you charge an employeeõs time and dollars to an earnings type other than the default and the 

total hours on the timesheet are greater than or equal to the standard number of hours per pay 

period, no time is charged to the default earnings type. 

Employee Standard Unit Rates 

The employeeõs standard unit rate is the amount, in dollars and cents, normally paid to the employee 

for each unit of work completed (hours, pieces, etc.). The employeeõs standard unit rate is entered in 

the Pay Info tab of Employee Maintenance (02.250.00). When you use Time and Dollar Entry 

(02.020.00) to enter timesheet information for hourly and exception employees, the rate entered 

appears automatically as the pay rate. It can be overridden or entered at that time. 

When completing Calculation (02.500.00), the software uses the standard hourly rate entered here to 

calculate earnings for all hourly and exception employees whose timesheet information has been 

entered in Time Entry (02.010.00). If after calculating payroll, you discover that the pay rate used for 

an hourly or exception employee is incorrect, change the standard hourly rate for the employee and 

calculate payroll again. The earnings will be recalculated correctly. 

The above is true for timesheets entered in Time and Dollar Entry (02.020.00) for hourly and 

exception employees whose standard hourly rates have not been overridden. However, if a different 

pay rate is entered in that screen, changing the standard hourly rate and recalculating payroll does not 

change the earnings for those entries. You have to enter reversing or adjusting timesheet transactions 

to make any changes for existing timesheet entries. 

Employee Exemptions 

Exemptions specify that a particular deduction should not be taken for an employee. Exemptions are 

set up in the Deductions tab of Employee Maintenance (02.250.00). There are two situations when 

you should specify that an employee is exempt from a deduction: 

¶ When you want to discontinue a deduction that has been taken in the current calendar year. The 

year-to-date amount taken must be greater than zero, and the deduction cannot be deleted. 

¶ When the deduction involved is a required deduction for a work location where the employee 

normally works and the employee is exempt from the deduction. If all required deductions for the 

location have not been set up for the employee, they will be set up automatically when you enter 

time and calculate payroll for work performed in that location. 

If you delete the deduction, the software automatically sets it up the next time you enter payroll time 

for work performed in that location. 
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Payroll Tax Tables 
Payroll tax tables are used to calculate deductions, exemptions, and credits. Set up a payroll table for 

any exemption or credit requiring a complex calculation; for example, an exemption or credit other 

than a fixed amount or rate. 

Table Types 

Payroll table types specify how the payroll table is calculated. Table type options are: 

¶ Percent Table ñ The table performs percentage calculations. The percent entered is multiplied by 

a base amount and divided by 100. This type is suitable for the Percentage Table calculation 

method, used for deduction, exemption, and credit calculations. 

¶ Rate Table ñ The table performs calculations based on a rate multiplied by a base amount. This 

type of table is suitable for the Rate Table calculation method, used for deduction, exemption, and 

credit calculations. 

You can change the table type at any time, but do so with caution. If the type entered here represents 

a table inappropriate for calculation of a certain deduction, exemption, or credit, the result of the 

calculation is zero. 

The payroll tables calculate deductions, exemptions, and credits in a graduated fashion. In other 

words, the rate or percent that applies to a given base amount (the amount on which the calculation is 

performed such as gross wages), depends on the size of the base amount. For example, suppose that 

a deduction is calculated as a percentage of gross wages and that the percentage used depends on 

the size of the base amount defined as follows: 

Base Amount Deduction Percent 

$0 to $5,000 0.00 

$5,001 to $10,000  1.00 

$10,001 and higher 2.00 

The deduction calculation for a $15,000 base amount would not, as might be expected, be $300 (2% 

of $15,000). Instead, the deduction would be calculated as follows: 

Base Amount Deduction Percent $15,000 Base Amount 

$0 to $5,000 0.00 $0.00 

$5,001 to $10,000  1.00 $50.00  

$10,001 and higher 2.00   $100.00  

  $150.00  
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The payroll tables are designed so that the entire calculation is defined by a single line in the table, 

the line being chosen by the size of the base amount. The software performs the calculation as 

follows: 

Amount in dollars + (rate or percent) x (base amount - on base units over) 

 
Figure 2: Payroll Table Maintenance (02.310.00) 

For example, the following is from one line of the table under On Base Units Over: 

50 + 2% (15,000 - 10,000) = 50 + 100  = 150 

Note: For percent tables, the rate or percent is divided by 100 before the calculation is performed. 

On Base Units Over 

On Base Units Over qualifies the annualized amount. It is the threshold for a given range of base units. 

The number entered here must be of the same decimal precision as the number entered as the base 

type in Deduction Maintenance (02.290.00). For example, if an exemption is based on the number of 

personal exemptions and it uses a rate table, numbers entered in On Base Units Over for that rate 

table must be a whole number. A table set up for the example under Table Type would be as follows: 

Amount In Dollars Rate or Percent On Base Units Over 

$0.00 1.00 $5,000  

$50.00  2.00 $10,000  

When the calculation is performed for a specific base amount, the software finds the line with the 

largest on-base-units-over amount that is still less than the base amount. The values from this line are 

then used in the equation listed under Table Type. 

If the base amount for which you are doing the calculation is less than or equal to the amount entered 

at On Base Units Over of the first line of the table, the result of the calculation is zero. 
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Payroll Direct Deposits 
The Payroll module features direct deposit functionality, allowing you to direct deposit employeesõ net 

pay in up to six different accounts per employee. Note that if you use this functionality, you must direct 

deposit all of their net pay, not just a portion of it. Following are explanations of two of the more 

complicated processes involved with direct deposits: setting up the communication option and pre-

notification.  

Communication Option 

The Payroll module provides an option for communicating with your companyõs bank. You must set this 

up in DD Setup (02.951.00). To complete direct deposit setup, you should be familiar with the 

communication requirements of your bank. 

Userõs Communications 

Use the communication software of your choice to transfer the ACH file. In Userõs Communications, 

you define the path to the program file, batch file, or any other file you designate to initiate your 

special communications program and transfer the file. 

Pre-Notification Process 

Pre-notification is part of the standard method of transmitting information to the Automated Clearing 

House (ACH). With pre-notification, you provide a way for your bank to verify employee bank account 

information before transactions are actually posted to the employee account(s). 

A pre-notification record contains only the employeeõs name and account identification. No payroll 

amounts are included. When you send the pre-notification record, you are advising your bank that in 

the following transmission of an ACH file, you will be sending amounts to be posted to this account. It 

is an opportunity for the bank to verify that the account information is correct before actual posting to 

the account is required. 

The bank must respond to you within 10 working days if the account information cannot be verified. If 

you are not contacted by the bank after 10 working days, you can assume that the account 

information is correct and transmit amounts to be posted to it. 

Whenever you enter a new bank ID or account number for an employee (either for a new employee or 

to change a current employeeõs account information), the software sets the pre-note status flag to N 

(new pre-note) for the changed account. When creating an ACH file, the software examines all 

employee records looking for the N pre-note status and includes the appropriate pre-notification 

record in the ACH file. The software then changes the pre-note status to P (pending pre-notification). 

After the 10-day period has expired, you must change the pre-note status from P to A. The A indicates 

that the account information has been verified and approved, and that actual amounts may now be 

posted to the account. 

If a second pre-notification is required for any reason (for example, the bank reported an error in the 

account number, or a communication failure occurred), you must make the corrections necessary and 

change the pre-note status back to N, after which the software repeats this process. 
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Payroll Reports 
The following is an overview of payroll reports organized by function for ease of use and 

understanding. Most of these reports can be printed, sent to a file, or viewed on the screen. For more 

on these reports, see the Reference section in this manual. 

Payroll Process 

¶ Time Entry (02.600.00) ñ A report of all timesheets entered in the time entry screens. 

¶ Check Preview - Earnings & Deductions (02.620.00) ñ A report of the earnings and deductions for 

all payroll checks before you print them. 

¶ Check Preview - Benefits (02.620.00) ñ A report of the benefits accumulated for all payroll checks 

before you print them. 

¶ Checks (02.630.00) ñ Printing of the payroll checks. Calculation (02.500.00) must be run before 

this screen will print checks. 

¶ Check Register (02.640.00) ñ A report of gross earnings, deductions and net pay of each 

paycheck. 

¶ Check Reconciliation (02.760.00) ñ A report listing both checks that have cleared the bank and 

those that are outstanding, but not those for which the period to post is a future period. This 

report is not available if Cash Manager is installed. 

¶ PR Liability Vouchering (02.790.00) ñ A report presenting a vouchered and not vouchered listing 

of check transactions. 

¶ PR Batch Register (02.800.00) ñ A report that provides a complete audit trail of batch numbers 

used during the current period in the Payroll module. 

¶ PR Edit (02.810.00) ñ A report listing batch and transaction information for batches created in 

the Payroll module. 

¶ Workers' Compensation Report (02.891.00) ñ A report that provides workersõ compensation 

premium information. 

¶ Reprint PR Batch Control Reports (02.410.00) ñ A process that produces batch control reports 

that have become lost during daily operations. 

Payroll History 

¶ Check History (02.780.00) ñ A report presenting a detailed or summary listing of previously 

processed payroll checks. 

¶ PR Transactions (02.650.00) ñ A report listing in batch sequence all check transactions during 

the current period with related entries to the general ledger accounts. 

¶ Account Distribution (02.660.00) ñ A report listing in account-subaccount sequence, in detail or 

summary, all check transactions during the current period with related entries to the general 

ledger accounts. 

¶ Earnings & Deductions (02.670.00) ñ A report presenting the month-, quarter-, and year-to-date 

earnings and deductions for each employee. 

¶ Labor Distribution (02.610.00) ñ Period-to-date report of all employees and their specific work 

location and pay group categories. 

PR Setup 

¶ Employees (02.680.00) ñ A report displaying employee information in detail or summary, as 

entered in Employee Maintenance (02.250.00). 

¶ Earnings Types (02.690.00) ñ A report displaying earnings types, as entered in Earnings Type 

Maintenance (02.270.00). 
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¶ Work Locations (02.700.00) ñ A report displaying work locations, as entered in Work Location 

Maintenance (02.280.00). 

¶ Deduction Types (02.710.00) ñ A report displaying deduction types, as entered in Deduction 

Maintenance (02.290.00). 

¶ Payroll Tables (02.720.00) ñ A report displaying deductions, exemptions, and credits, as entered 

in Payroll Table Maintenance (02.310.00). 

¶ Pay Groups (02.730.00) ñ A report displaying pay groups, as entered in Pay Group Maintenance 

(02.320.00). 

Benefit Tracking Setup 

¶ Benefit Classes (02.850.00) ñ A report displaying benefit classes, as entered in Benefit Class 

Maintenance (02.330.00). 

¶ Benefits (02.860.00) ñ A report displaying employee benefits, as entered in Benefit Maintenance 

(02.340.00). 

Benefit Tracking History 

¶ Benefit History (02.870.00) ñ A listing, in check number sequence, of benefit hours made 

available and used by employees. 

¶ Benefit Transactions (02.880.00) ñ A listing, by employee, of transactions completed as 

employees use or accumulate their available benefit hours. 

Direct Deposit 

¶ Direct Deposit Advice Slips (02.635.00) ñ Print or electronically transmit payroll advice slips to 

employees. Calculation (02.500.00) must be run to create advice slips. 

¶ Direct Deposit Register (02.645.00) ñ An SSRS report that lists direct deposit advice slips for a 

range of dates. This report complements the Check Register (02.640.00) by separating advice 

slips from payroll checks. Balance this report against the Direct Deposit Audit (02.820.00) report. 

¶ Direct Deposit Audit (02.820.00) report ñ A listing, by employee ID, of direct deposit amounts, 

pre-notification status, and total amounts to be debited from company payroll accounts. The 

report is created when you generate and send ACH files. 

¶ Direct Depositor (02.830.00) ñ A listing of all direct depositors, as entered in Direct Depositor 

Maintenance (02.251.00). 

¶ Company Payroll Account (02.840.00) ñ A listing of the company payroll accounts, as entered in 

Company Payroll Account Maintenance (02.360.00). 

Government 

¶ W-2 Forms (02.741.00) ñ A report used to produce W-2 forms at year end. 

¶ Generate W2 Electronic File (02.742.00) ñ A process used to create a file containing W-2 

information in order to file electronically. 

¶ Unemployment Tax Worksheet (02.770.00) ñ A report generated by completing Unemployment 

Tax Worksheet (02.770.00), which is a process screen. After unemployment compensation tax 

processing is complete, generate a summary report by clicking Begin Printing. Use this information 

to prepare the actual Unemployment Tax Worksheet required by the state being reported. 

¶ 941 Quarterly Federal Tax Worksheet (02.750.00) ñ A report generated by completing 941 

Quarterly Federal Tax Worksheet (02.750.00), which is a process screen. After 941 processing is 

complete, generate a summary report by clicking Begin Printing. 
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Task Guidelines 

Quick Reference Task List 
This list contains tasks that are commonly performed with the Payroll module. Each task is cross-

referenced to a specific page in the òTask Guidelinesó section. 

How Do I Calculate...? 

¶ Payroll ñ see òCalculating Payrolló on page 85. 

How Do I Close...? 

¶ Payroll ñ see òClosing Payrolló on page 96. 

How Do I Define...? 

¶ Benefits ñ see òSetting up Benefit Classesó on page 45. 

¶ Company Payroll Accounts ñ see òSetting up Company Payroll Accountsó on page 68. 

¶ Deductions ñ see òSetting up Deductionsó on page 33. 

¶ Direct Deposit Options ñ see òDefining Direct Deposit Optionsó on page 64. 

¶ Direct Depositors ñ see òSetting up Employees as Direct Depositorsó on page 69. 

¶ Earnings Types ñ see òSetting up Earnings Typesó on page 48. 

¶ Employee History ñ see òEstablishing Employee Historyó on page 59. 

¶ Employee IDs ñ see òSetting up Employee Recordsó on page 52. 

¶ Group Term Life Insurance Benefit ñ see òSetting up Earnings Typesó on page 48 and òGroup 

Term Life Insuranceó on page 49. 

¶ Pay Groups ñ see òSetting up Pay Groupsó on page 50. 

¶ Payroll System-level Decisions ñ see òDefining Payroll System-level Decisionsó on page 28.  

¶ Quick Send preferences ñ see òSetting up Employee Recordsó on pages 53 and 58. 

¶ Tax Tables ñ see òLoading Payroll Tax Tablesó on page 31 and òSetting up Payroll Tax Tablesó on 

page 32. 

¶ Work Locations ñ see òSetting up Work Locationsó on page 44. 

How Do I Delete...? 

¶ Employees ñ see òEmployee Maintenance (02.250.00)ó on page 173. 

¶ Payroll History ñ see òDeleting Payroll Historyó on page 101. 

How Do I Edit...? 

¶ Payroll Checks ñ see òReviewing & Editing Payroll Checksó on page 97. 

¶ Payroll Tables ñ see òPayroll Table Maintenance (02.310.00)ó on page 245. 

How Do I Enter...? 

¶ Manual Checks ñ see òPreparing a Payroll Check Manuallyó on page 78. 

¶ Net Checks ñ see òPreparing Net Checksó on page 81. 

¶ Refunds ñ see òReviewing & Editing Payroll Checksó on page 97. 
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¶ Timesheets ñ see òEntering Timesheet Informationó on page 75. 

How Do I Establish...? 

¶ Bank Communications ñ see òDefining Direct Deposit Optionsó on page 64.  

¶ Employee History ñ see òEstablishing Employee Historyó on page 59. 

How Do I Find...? 

¶ An Employee ñ see òLooking up Employee Recordsó on page 103. 

How Do I Generate...? 

¶ Paychecks ñ see òPrinting Checksó on page 86.  

¶ ACH Files ñ see òCreating and Sending ACH Filesó on page 91. 

¶ Liability Vouchers ñ see òSetting up Liability Voucheringó on page 41 and òCreating Liability 

Vouchers and Adjustmentsó on page 94. 

¶ Workersõ Compensation Premiums ñ see òSetting up Workersõ Compensationó on page 51 and 

òGenerating Workersõ Compensation Premiumsó on page 95. 

¶ Batch Control Reports ñ see òReprinting Payroll Batch Control Reportsó on page 100. 

¶ 941 Quarterly Federal Tax Worksheets ñ see òPrinting the 941 Quarterly Federal Tax Worksheetó 

on page 117. 

¶ W-2 Forms ñ see òFiling Paper W-2 Formsó on page 120. 

¶ W-2 Electronic File ñ see òFiling W-2 Forms Electronicallyó on page 121. 

¶ Unemployment Tax Returns ñ see òPrinting the Unemployment Tax Worksheetó on page 118. 

How Do I Override...? 

¶ Earnings/Deductions for a Check ñ see òReviewing & Editing Payroll Checksó on page 97. 

How Do I Print...? 

¶ Checks ñ see òPrinting Checksó on page 86. 

¶ Manual Checks ñ see òPreparing a Payroll Check Manuallyó on page 78. 

¶ Net Checks ñ see òPreparing Net Checksó on page 81. 

¶ Direct Deposit Advice Slips ñ see òPreparing Direct Deposit Advice Slipsó on page 88. 

¶ Unemployment Tax Worksheet ñ see òPrinting the Unemployment Tax Worksheetó on page 118. 

¶ 941 Quarterly Federal Tax Worksheet ñ see òPrinting the 941 Quarterly Federal Tax Worksheetó 

on page 117. 

¶ W-2 Forms ñ see òProcessing W-2 Wage and Tax Statementsó on page 119. 

¶ Reports ñ see the System Manager online help or user guide. 

How Do I Reconcile...? 

¶ Checks ñ see òReconciling Payroll Checksó on page 99. 

¶ Direct Deposits ñ see òReconciling Payroll Checksó on page 99. 

¶ Direct Deposit ACH Files ñ see òCreating and Sending ACH Filesó on page 91. 

How Do I Release...? 

¶ Payroll Batches ñ see òReleasing Payroll Batchesó on page 84. 
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How Do I Review...? 

¶ Checks ñ see page òReviewing & Editing Payroll Checksó on page 97. 

¶ Deduction and Payroll Table changes ñ see òReviewing Deduction and Payroll Table Historyó on 

page 113. 

¶ Employee Information ñ see òLooking up Employee Recordsó on page 103. 

¶ Employee Earnings and Deductions History ñ see òReviewing Employee Earnings and Deductions 

Historyó on page 110. 

How Do I Select...? 

¶ Timesheets for Payment ñ see òCalculating Payrolló on page 85. 

How Do I Send...? 

¶ Direct deposit advice slip stubs to employees using Quick Send ñ see òTo prepare direct deposit 

advice slips:ó on page 89. 

¶ ACH Files ñ see òCreating and Sending ACH Filesó on page 91. 

¶ W-2s Electronically ñ see òFiling W-2 Forms Electronicallyó on page 121. 

How Do I Set Up...? 

¶ Default General Ledger Accounts ñ see òDefining Payroll System-level Decisionsó on page 28. 

¶ W-2 Defaults ñ see òDefining Payroll System-level Decisionsó on page 28. 

How Do I Void...? 

¶ Checks ñ see òVoiding a Payroll Checkó on page 80. 
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Setting up Payroll 

This section provides procedures explaining how to adapt the Payroll module to your business needs 

and practices. 

Overview 
Use the following general procedure to set up the Payroll module. More detailed directions are 

provided in the following procedures. 

1. In PR Setup (02.950.00), establish default payroll accounts (and subaccounts), current calendar 

year, current calendar quarter, direct deposit bank accounts, government reporting options, how 

long to retain history, whether or not to keep checks for reconciliation, whether or not to post to 

the general ledger in detail or in summary, and other required business information. 

2. In DD Setup (02.951.00), establish default settings for direct depositors, bank communications, 

and information about the format of the ACH file. 

3. Import predefined tax tables using Load Payroll Tax Tables (02.560.00), or set up payroll tables 

for calculating deductions, exemptions, and credits using Payroll Table Maintenance (02.310.00). 

Payroll tables must exist before you can perform the remaining setup tasks or calculate payroll.  

4. Set up deductions in Deduction Maintenance (02.290.00). Define all deductions to be taken from 

each employeeõs gross pay in addition to employer-paid deductions. 

5. Set up liability vouchering in PR Setup (02.950.00) and Deduction Maintenance (02.290.00). 

6. Set up work locations in Work Location Maintenance (02.280.00). Define all work locations used 

by your company along with deductions associated with each work location. The software 

assumes a work location is a state. 

7. Set up benefit classes in Benefit Class Maintenance (02.330.00). Define all benefit classes 

(categories) for each employee. Typical classes are for vacation, sick days, and personal days. 

8. Set up benefits in Benefit Maintenance (02.340.00). All benefits provided to each employee 

should be defined within a benefit class. 

9. Set up earnings types in Earnings Type Maintenance (02.270.00). Define all earnings types and 

their associated deductions. Any W-2 earnings must be defined so they will print on the W-2 

correctly. 

10. Determine a pay group coding scheme and set up pay groups in Pay Group Maintenance 

(02.320.00). Pay groups are typically defined by frequency, geographical area, department, or 

management level. 

11. If using workersõ compensation, set up compensation codes in Workersõ Compensation 

Maintenance (02.380.00). 

12. Set up company payroll bank account numbers in Company Payroll Account Maintenance 

(02.360.00). 

13. Set up employees in Employee Maintenance (02.250.00). Establish the default expense account, 

work location, earnings type, pay rate, employment status, pay group, deductions, exemptions, 

benefit types, and Quick Send preferences, which will enable you to electronically transmit direct 

deposit advice slip stubs to employees. 

14. If you are beginning use of the Payroll module in the middle of the calendar year, initialize 

employee month-, quarter-, and year-to-date earnings, units, and deductions in Employee History 

(02.060.00). 

15. Generate the Employees (02.680.00), Earnings & Deductions (02.670.00), Earnings Types 

(02.690.00), Work Locations (02.700.00), Deduction Types (02.710.00), Payroll Tables 

(02.720.00), Pay Groups (02.730.00), Benefit Classes (02.850.00), Benefits (02.860.00), and 

Direct Depositor (02.830.00) reports to verify that all employee and payroll information was 

entered and initialized correctly. 
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Defining Payroll System-level Decisions 
System-level decisions affect the general operation of the Payroll module, and are defined using PR 

Setup (02.950.00).  

To set up system-level information: 

1. Open PR Setup in the Payroll module 

 
Figure 3: PR Setup (02.950.00), Payroll Information tab 

2. Enter the current calendar year, current fiscal period (as it corresponds to the current general 

ledger period), last batch number, number of periods to retain timesheets, number of quarters to 

retain checks, number of years to retain employee history, and number of years to retain 

deduction history. 

3. If you plan to use Quick Send to transmit direct deposit advice slip stubs to employees, indicate 

the number of periods to keep advice slip stub detail in Pds to Retain Quick Send Adv Slip Stub 

Dtl. 

4. If you intend to direct deposit at least one employee check to the bank, select Direct Deposit. 

5. If you intend to reconcile checks through the software, select Retain Checks for Reconciliation. 

6. If you intend to perform special government reporting, select Special Government Reporting.  

7. If you intend to use Multi-Company and want to allow entry on companies other than the one that 

is logged into on Time Entry (02.010.00) and Time and Dollar Entry (02.020.00), select Allow 

Multiple Company Time Entry. 

8. If you intend to voucher deduction amounts, select Allow Liability Vouchering. 

9. If you intend to print more than one check for an employee in the same check run, select Allow 

Multiple Checks per Pay Period. 
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10. Click on the GL Information tab. The GL Information tab of PR Setup (02.950.00) displays. 

 
Figure 4:PR Setup (02.950.00), GL Information tab 

11. Enter the checking and expense accounts and subaccounts. The checking account and 

subaccount represent the asset account you plan to withdraw funds from for paychecks. The 

expense account and subaccount represent the expense account you wish to charge the salaries 

against. (The accounts entered here must first be set up in General Ledger.) 

12. In GL Posting Option, select whether to post transactions to General Ledger in detail or summary. 

13. If you want to populate transaction records with employee IDs, select Send Employee ID to GL. 
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14. Click on the Government Reporting tab. The Government Reporting tab of PR Setup (02.950.00) 

displays. 

 
Figure 5: PR Setup (02.950.00), Government Reporting tab 

15. Establish the primary kind of payer/employment code to be reported on W-2 forms. 

16. Enter your companyõs Establishment Number if you have defined one. 

17. Specify the Kind of Employer if it applies. 

18. Click Save on the toolbar. 
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Setting up Direct Deposit 
See òSetting up Direct Depositsó on page 63 for complete direct deposit setup procedures. 

Loading Payroll Tax Tables 
Loading payroll tax tables allows you to Import pre-defined tax tables after downloading them from the 

following website: https://mbs.microsoft.com/customersource/northamerica/SL/downloads. 

If you use this process there is no need to enter each tax table manually. Pre-defined tax tables are 

available as part of the Payroll Tax Service.  

To load pre-defined payroll tax tables: 

1. Download the appropriate tax update. 

2. Create a backup of your Microsoft Dynamics SL environment (installation area and databases). 

3. Create a new folder, if one does not already exist, named òprereleaseó under \ db and place the 

.zip file in that folder (for example, \ Program Files\ Microsoft 

Dynamics\ SL\ Applications\ db\ prerelease).  

4. Create a folder named òMMMYYYYTaxó to represent the month and year of the tax update in the 
prerelease folder you created in the previous step. 

5. Extract the contents of the .zip file into the folder. 

6. Choose Load Payroll Tax Tables in the Payroll module.  

 
Figure 6: Load Payroll Tax Tables (02.560.00) 

7. Select all of the tax tables you want to use by highlighting the two-letter state abbreviation. 

8. Verify that the correct calendar year for the Payroll tax tables being loaded is displayed in 

Calendar Year. If not, enter the correct calendar year. 

9. Click Begin Processing to start the loading process. 
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Setting up Payroll Tax Tables 
Set up a payroll tax table for any exemptions or credits requiring a complex calculation, or to manually 

enter state and federal tax tables if you did not load them automatically. 

Use Payroll Table Maintenance (02.310.00) to define each table and associated tax rate. 

To define a tax table: 

1. Open Payroll Table Maintenance in the Payroll module.  

 
Figure 7: Payroll Table Maintenance (02.310.00) 

2. Enter an ID and a description for the tax table. 

3. Select the table type. 

4. Enter the amount in dollars, rate or percent, and on base units over according to the state tax 

regulations. (Tax table details may be obtained from respective state taxation departments).  

5. Click Save on the toolbar. 
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Setting up Deductions 
Set up all deductions to be taken from each employeeõs gross pay, as well as all employer-paid 

deductions (such as the employer portion of Social Security or FICA) using Deduction Maintenance 

(02.290.00). 

To define employee payroll deductions: 

1. Open Deduction Maintenance in the Payroll module.  

 
Figure 8: Deduction Maintenance (02.290.00) 

2. Enter a deduction ID and description of the deduction. 

3. Select the deduction type, base type, and calculation method. 

4. Enter the base deduction ID upon which the deduction is being based. 

5. Enter the percentage of earnings to be withheld in Fixed Pct/Rate. 

Note: If the maximum deduction amount differs from employee to employee, you may choose to 

leave Max Deduction Amt at 0.00. A different amount for each employee can be entered later in 

Max Deduction Amt on the Employee Maintenance (02.250.00), Deductions tab. A value entered 

in Max Deduction Amt on that screen will override any value entered in Max Deduction Amt on this 

screen. 

6. Enter the minimum and maximum subject base, and the maximum deduction amount. 

Note: If the maximum deduction amount differs from employee to employee, you can choose to 

leave Max Deduction Amt at 0.00. A different amount for each employee can be entered later in 

Max Deduction Amt on the Deductions tab of the Employee Maintenance (02.250.00) screen. A 
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value entered in Max Deduction Amt on that screen will override any value entered in Max 

Deduction Amt on this screen. 

7. Select whether the deduction should be subject to all work locations, whether it is an employee 

(as opposed to an employer) deduction, whether to round the deduction amount, whether it is a 

lifetime deduction instead of an annual deduction, whether the deduction withholding or expense 

amount should be allocated across the earnings of the check, whether to allow arrearages to be 

calculated on the deduction, and whether the employer-paid deduction should print on the check 

stubs. 

Note: If Lifetime is selected, the deduction will continue to be calculated until the maximum 

deduction amount is met even if it takes multiple years to reach that maximum. If Print on Check 

Stub is selected, deduction details print on check stubs and direct deposit advice stubs. 

8. Select whether the deduction should be included in disposable earnings. The disposable earnings 

will be used as the base for determining garnishment deduction amounts. 

9. If Calculation Method selected in step 3 is Fixed Percent, Calculate Fixed Percent Deduction 

Based on Earnings Subject YTD will become active. Selecting this field would be useful if the rate 

decreases during the year and the employee had not reached their Max YTD Subject Base limit. 

Without the option checked, the deduction would calculate to a maximum deduction amount of 

the current rate times the Max YTD Subject Base , which could be lower than the rate times 

whatever portion of the Max YTD Subject Base has not been used yet. 

10. Select the sequence the system should calculate deductions. For all deduction types other than 

Garnishment, the deduction with a higher sequence number will be calculated first. Deductions 

having the same deduction sequence number will be processed by their type (Pension, Federal, 

etc.) and then by ID, alphabetically in ascending order. The general order is sequence, type, and 

ID. The default sequence number is zero for new deductions.  

If the deduction type is Garnishment, Deduction Sequence indicates the local sequence 

applicable to Garnishments only, whereas other deduction types interpret Deduction Sequence as 

a global sequence. The global sequence is zero for Garnishments and cannot be changed. 

Garnishment deductions having the same sequence number will be processed by ID, 

alphabetically in ascending order. 

11. Enter the withholding and expense accounts and subaccounts for the deduction. If Withholding 

Sub is left blank, the employeeõs expense subaccount defined in the Defaults tab of Employee 

Maintenance (02.250.00) will be used to record the amounts. 

Note: You may also want to have a different Withholding Acct or Withholding Sub to track 

employee vs. employer contributions in General Ledger. The amount that the employer contributes 

may be different for each employee. The percentage or amount can be entered in Employee 

Maintenance (02.250.00). 
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12. Click on the Pay Frequency tab to establish how often the deduction is to be taken. The Pay 

Frequency tab of Deduction Maintenance (02.290.00) displays. 

 
Figure 9:Deduction Maintenance (02.290.00), Pay Frequency tab 
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13. Click on the Payroll Tables tab to associate a specific payroll table with each marital status subject 

to a deduction. The Payroll Tables tab of Deduction Maintenance (02.290.00) displays. 

 
Figure 10:Deduction Maintenance (02.290.00), Payroll Tables tab 
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14. Click on the W-2 Control tab to define W-2 tax information for the deduction. The W-2 Control tab 

of Deduction Maintenance (02.290.00) displays. 

 
Figure 11:Deduction Maintenance (02.290.00), W-2 Control tab 
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15. Click on the Exemptions/Credits tab to enter exemptions or credits for the deduction. The 

Exemptions/Credits tab of Deduction Maintenance (02.290.00) displays. 

 
Figure 12: Deduction Maintenance (02.290.00), Exemptions/Credits tab 

Note: Switching to grid view on this screen makes the exemption easier to read and understand. 

(Double-click the left mouse button anywhere on the screen or press the F4 key to switch from 

form to grid view.) 
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16. Click on the Multi-Company tab to enter account and subaccount information by company. The 

Multi-Company tab of Deduction Maintenance (02.290.00) displays. 

 
Figure 13: Deduction Maintenance (02.290.00), Multi-Company tab 
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17. Click the Contributions tab to enter employer-paid contributions, which are deductions already 

created in the Deduction Maintenance (02.290.00) screen. The total of contributions and gross 

earnings becomes the basis for this deductionõs calculation. The Contributions tab is enabled only 

for contribution-type deductions. 

For example, a union dues deduction might be based on wages plus employer-paid matching 

contributions to a 401K fund. If gross wages are $1,000 and the 401K employer contribution is 

2% of wages or $20, the union dues deduction would be based on $1,020. 

 
Figure 14: Deduction Maintenance (02.290.00), Contributions tab 
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Setting up Liability Vouchering 
Use the following general procedure to set up the Payroll module to voucher payroll liabilities. More 

detailed directions are provided in the following procedures: 

¶ Confirm that Accounts Payable setup has been completed. 

¶ In PR Setup (02.950.00), complete the liability vouchering related information.  

¶ Set up deduction/vendor relationships using Deduction Maintenance (02.290.00).  

Confirm that accounts payable setup has been completed. 

To set up the liability system level options: 

1. Open AP Setup in the Accounts Payable module.  

 
Figure 15: AP Setup (03.950.00) 

2. Verify all necessary data has been entered. 

3. Open Vendor Maintenance in the Accounts Payable module. 

4. Verify all vendors to be vouchered from payroll have been entered. 

In PR Setup (02.950.00), complete the liability vouchering-related information. 
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To set up the liability system-level options: 

1. Open PR Setup in the Payroll module. 

 
Figure 16: PR Setup (02.950.00) 

2. Select Allow Liability Vouchering. 

3. Determine if you want the Accounts Payable batches to be created when the payroll batch is 

released. If you do, select Create AP Voucher Batch at PR Batch Release.  

4. Determine the Default AP Batch Handling option desired from: Hold, Release Later, Release Now. 

Then select the proper value in Default AP Batch Handling.  

Note: If Handling of Hold or Release Later is chosen, the batch will need to be released in the 

Accounts Payable module. If Release Now is chosen and there is an error releasing the batch, 

Voucher and Adjustments (03.010.00) will need to be used to correct the batch, then it can be 

released in the Accounts Payable module. 
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To set up Deduction/Vendor relationships using Deduction Maintenance (02.290.00): 

1. Open Deduction Maintenance in the Payroll module. 

 
Figure 17: Deduction Maintenance (02.290.00) 

2. Enter the deduction ID for each deduction you wish to have vouchered in Deduction ID. 

3. For each deduction, enter a vendor ID to be updated for each deduction amount at Vendor ID. 
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Setting up Work Locations 
For each location to which earnings will be subject, you must enter the work location representing that 

location. Different work locations may fall under different tax requirements; these unique tax 

situations can be accounted for in this screen.  

The software accumulates earnings and wages by work locations so that it can calculate a deduction 

unique to a certain work location (for example, income tax imposed on employees who work in a 

certain city). Deductions applied to wages from all work locations are not considered.  

1. Open Work Location Maintenance in the Payroll module. 

 
Figure 18: Work Location Maintenance (02.280.00) 

2. Define each work location to represent the location where the income will be earned.  

3. Enter all deductions that apply to each work location defined in the corresponding grid. You can 

choose only selected-location deductions in this screen. 

4. Select Print W-2 for each work location that requires a W-2 to be printed at year-end. 

5. Click Save on the toolbar. 
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Setting up Benefit Classes 
Benefit classes are used to designate the broad categories that together comprise a companyõs total 

payroll benefits package. This information is the highest level of payroll benefit maintenance 

consisting of benefit ID and description only. 

To define a benefit class: 

1. Open Benefit Class Maintenance in the Payroll module.  

 
Figure 19: Benefit Class Maintenance (02.330.00) 

2. Enter an ID and description for the benefit class. 

3. Click Save on the toolbar. 
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Setting up Benefits 
For each benefit type within each benefit class, you must enter the information defining when and how 

the benefit is to be calculated.  

To define a payroll benefit: 

1. Open Benefit Maintenance in the Payroll module. 

 
Figure 20: Benefit Maintenance (02.340.00) 

2. Enter an ID and description for the benefit.  

3. Establish the benefitõs class by entering the appropriate benefit class ID in the Benefit tab along 

with detailed information describing the benefit.  

4. Enter the accounts to be used to post expense and liability transactions for the benefit.  

5. Click on the Earnings Types tab. The Earnings Types tab of Benefit Maintenance (02.340.00) 

displays. 

 
Figure 21:Benefit Maintenance (02.340.00), Earnings Types tab 

6. Specify the earnings type ID associated with the benefit. The Earnings Types that you specify here 

only relate to the benefits with the Available To Use Method of Hourly. All other methods ignore 

this entry.   
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7. Click on the Rate Table tab. The Rate Table tab of Benefit Maintenance (02.340.00) displays. 

 
Figure 22:Benefit Maintenance (02.340.00), Rate Table tab 

8. Establish the number of benefit hours that become available each time additional benefit hours 

are calculated for employees (the rate at which additional hours accumulate). 

9. Click on the Transition Options tab. The Transition Options tab of Benefit Maintenance 

(02.340.00) displays. 

 
Figure 23: Benefit Maintenance (02.340.00), Transition Options tab 

10. Define the transition method to be used to transfer employees from one benefit type to another 

benefit type. (For example, transferring employees from an initial vacation benefit type to a 

standard vacation benefit type.) 

11. Click Save on the toolbar. 
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Setting up Earnings Types 
Set up employee earnings types such as regular and overtime pay, and specify the deductions to 

which each earnings type is subject. Use Earnings Type Maintenance (02.270.00) to define each 

earnings type, including associated deductions and whether it contributes to net pay. 

To define an earnings type ID: 

1. Open Earnings Type Maintenance in the Payroll module. Earnings 

 
Figure 24: Earnings Type Maintenance (02.270.00) 

2. Enter an ID and a description for the earnings type. 

3. Select the earnings type. 

4. Enter the account and subaccount to which associated expenses should be allocated. If these 

fields are left blank, time entries will default from Employee Maintenance (02.250.00). 

5. Enter the pay rate multiplier used to compute earnings. 

6. If the earnings type should be excluded from (does not impact) disposable earnings, select 

Exclude from Disposable Earnings. Disposable earnings are used when you have garnishment 

deductions defined that are based on the employeeõs disposable earnings. If Exclude from 

Disposable Earnings is not selected, the earnings type will be included in the calculation of 

disposable earnings. 

7. If the earnings type is payable, select Contributes To Net Pay. 

8. Enter all of the deductions associated with the ID. Click on Deduction ID and press F3 for a list of 

deduction IDs, or click All Deductions to load all possible deductions. 
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9. Click on the W-2 Control Data tab to define W-2 information for the earnings type. The W-2 Control 

Data tab of Earnings Type Maintenance (02.270.00) displays. 

 
Figure 25: Earnings Type Maintenance (02.270.00), W-2 Control Data tab 

10. Click Save on the toolbar. 

Note: The Payroll module is designed so that benefit time used by an employee can be entered in Time 

Entry (02.010.00) or Time and Dollar Entry (02.020.00). Before you can begin entering employee 

benefit time used, a Benefit Usage earnings type must be set up for each benefit class. Note that a 

1:1 relationship exists between benefit class and earnings type. In other words, a benefit class can be 

associated with one earnings type only. 

Group Term Life Insurance 

Microsoft Dynamics SL supports employer-provided life insurance, such as group-term life insurance. A 

separate earnings type should be set up for the purpose of entering the group-term life insurance 

income amount. The value of employer-provided group-term life insurance up to $50,000 is excluded 

from an employeeõs income. The value of coverage in excess of $50,000, minus any amount paid for 

the coverage by the employee after taxes, must be included in the employeeõs income. The value of 

the excess is subject to social security and Medicare taxes, but no federal income tax or federal 

unemployment tax (FUTA). Employers may optionally withhold federal income tax on the value. The 

value of group-term life insurance in excess of $50,000 is determined by using IRS Section 79 Table I 

and the uniform premiums it provides, rather than the actual cost to the employer. Typically the 

federal income deduction ID and the federal unemployment tax deduction ID are not attached to the 

group-term life insurance earnings type. Also on the W-2 Control Data tab, for the Box Number, Box 13, 

one or more of the lettered amounts should be selected along with Box Letter of C Cost group term life 

>$50000.  
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Setting up Pay Groups 
Use pay groups to identify employees that have common payroll setups and are employed by the same 

company. The only restriction is that all members of a pay group must have equal values in their pay 

frequency, General Ledger checking account, and standard units per pay period. Any difference in any 

of these categories constitutes establishing a new pay group or moving the employee to another 

existing pay group. 

To define a pay group: 

1. Open Pay Group Maintenance in the Payroll module.  

 
Figure 26: Pay Group Maintenance (02.320.00) 

2. Enter an ID for the pay group along with a description, pay frequency, and standard units per pay 

period. 

3. Click Save on the toolbar. 



 Setting up Payroll 51 

 

Setting up Workersõ Compensation 
Use the following procedures to set up the Payroll module to generate workersõ compensation 

premiums.  

To set up workersõ compensation and liability system-level options: 

1. Open PR Setup in the Payroll module.. 

2. Select Allow Workersõ Compensation. 

3. Determine if you want to post the workersõ compensation information to the General Ledger. If you 

do, select Post Workersõ Compensation to GL.  

4. Determine the value for the GL Expense Account.  

5. Determine the GL Expense Subaccount option by determining if the subaccount should come from 

the employee, project, or the source transaction (earnings). 

6. Determine the GL Liability Account and Subaccount. 

To set up workersõ compensation codes using Workersõ Compensation Maintenance (02.380.00): 

1. Open Workers' Compensation Maintenance in the Payroll module.  

  
Figure 27: Workersõ Compensation Maintenance 

2. Enter an ID for the workersõ compensation code along with a description, basis, and rate per 100. 

3. Click Save on the toolbar. 
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Setting up Company Payroll Accounts 
See òSetting up Company Payroll Accountsó on page 68 under the direct deposit setup procedures. 

Setting up Employee Records 
Set up an employee record for each individual employee on your payroll. Employee IDs can have a 

maximum of 10 characters. In Microsoft Dynamics SL Standard, they can have one segment. In 

Microsoft Dynamics SL, they can have up to four segments. Take this into consideration when defining 

employee IDs. 

To set up an employee record: 

1. Open Employee Maintenance in the Payroll module.  

 
Figure 28:Employee Maintenance (02.250.00), Employee tab 

2. Enter an ID for the new employee in Employee ID. 

3. Select a status for the new employee from the Status drop-down list. 

4. Establish the employeeõs name (first, middle, last, and suffix), department, company ID, birth date, 
employment dates, last check date, Social Security number, W-2 name as shown on social 

security card, marital status, and number of exemptions. 
















































































































































































































































































































































































































































































































































































































































































































