What I|s So Il mportant About Payroll?

Effect on net income
Large volume of transactions

Large dollar of transactions: 40% - 60% of expense
budgets devoted to wages, benefits, and other labor-

related expenses

Potential for fraud
Large volume of relatively small dollar transactions

Outsourced processin function
Tax requirements
Benefits
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Payroll | ssues / Risks

Payroll Input Potential for Error

Significant manual intervention multiple data entry
steps

Historically few formal controls

Inaccurate capture of employee hours

Manual application of complex pay rules
Fragmentation of processes across distinct systems
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Payroll | ssues / Risks - continued

Payroll Input Potential for Error - continued

Time capture, pay rule calculations (base, benefits,
taxes, etc.), retroactive pay adjustments, etc.,

frequently handled by older legacy tracking systems or
by external third parties

Tax withholdings and filings
Non-compliance with regulatory requirements

In-house systems expensive: |IT system labor,
facilities, maintenance, and upgrades
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Common Payroll Weaknesses

Lack of segregation of duties

., Lack of formal approvals

No formal reconciliations

. Lack of formal Whistleblower Policy
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