
W hat  I s So I m portant  About  Payroll?

� Effect  on net  income
� Large volume of t ransact ions
� Large dollar of t ransact ions:  40%  - 60%  of expense 

budgets devoted to wages, benefits, and other labor-
related expenses

� Potent ial for fraud
� Large volume of relat ively small dollar t ransact ions

� Outsourced processin funct ion
� Tax requirements
� Benefits
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Payroll I ssues /  Risks

� Payroll I nput  � Potent ial for Error
� Significant  manual intervent ion � mult iple data ent ry 

steps
� Historically few formal cont rols
� I naccurate capture of employee hours 
� Manual applicat ion of complex pay rules
� Fragmentat ion of processes across dist inct  systems
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Payroll I ssues /  Risks - cont inued

� Payroll I nput  � Potent ial for Error - cont inued
� Time capture, pay rule calculat ions (base, benefits, 

taxes, etc.) , ret roact ive pay adjustments, etc., 
frequent ly handled by older legacy t racking systems or 
by external third part ies

� Tax withholdings and filings
� Non-compliance with regulatory requirements

� I n-house system s expensive:  I T system  labor, 
facilit ies, m aintenance, and upgrades
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Com m on  Pay r o l l  W eak n esses

„ Lack of segregat ion of dut ies

„ Lack of form al approvals

„ No form al reconciliat ions

„ Lack of form al Whist leblower Policy
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