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ACCOUNTING I  

Chapter 13 Reading Guide  
13-1 Recording a Payroll  
Please answer the following questions as you read Chapter 13, pages 376-405. 

1. The total of gross earnings for all employees earning hourly wages, salaries, and commissions is called salary 
expense and must be journalized.  Which two documents contain all of the information needed to prepare payroll 
and payroll tax reports? 

     

 

2. A business deposits the total of net pay in a separate payroll checking account.  Analyze the payment of payroll on 

page 379.  Where do you get the amount used for the debit to Salary Expense?  How about the Amount for the 

Cash credit? 

   

   

 

3. Why are all of the payroll deductions credited?   

 All of the deductions represent liabilities because they were amounts withheld from the employees’ paychecks 

and are a debt to the government or health insurance company or retirement plan until the debt is paid. 

 

4. Which journal is used to record the payroll transaction and what is the source document? 

 The payroll transaction is recorded in the Cash Payments Journal, and the source document is a check. 

13-2 RECORDING EMPLOYER PAYROLL TAXES 
5. In addition to paying the taxes withheld from employee earnings, employers also have several payroll taxes to pay. 

Employer payroll taxes are business expenses.  What is the name of the account employers use to record their 
own payroll taxes? 

   
 

6. The transaction to record employer payroll taxes expense is journalized at the end of every pay period. What are 

the four separate payroll taxes employers must pay? 

   

 

7. Social Security and Medicare taxes are the only payroll taxes paid by both the employees and the employers.  

While Social Security has a tax base, Medicare does not have a tax base.  How much do the employers have to pay? 

 The employer pays the same amount of social security and Medicare taxes as withheld from the employees. 

 

8. Only employers must pay unemployment taxes.  A federal tax paid by employers to administer the unemployment 

program is called federal unemployment tax (FUTA). What is the FUTA tax rate?  What is the tax base? 

 The FUTA tax rate is .8% of the tax base, which is the first $________________ earned by each employee. 

 

  



9. A state tax paid by employers to administer the unemployment program is called State Unemployment Tax (SUTA) 

What is the SUTA tax rate?  What is the tax base? 

 The SUTA tax rate is 5.4% of the tax base, which is the first 7,000.00 earned by each employee. 

 

10. When journalizing employer payroll taxes, which account(s) are debited and which account(s) are credited? 

   
 

11. How is the debit amount to Payroll Tax Expense calculated?  What is the source document for this transaction? 

   

   

13-3 REPORTING WITHHOLDING AND PAYROLL TAXES  
12. Employers who withhold taxes from employees must furnish each employee with an annual form reporting these 

withholdings.  What is the name of the form?  When must employers furnish this form to employees?   

   

   
 

13. Each employer is required by law to periodically report the payroll taxes withheld from employee salaries. 
Employers must file Form 941, the Employer’s Quarterly Federal Tax Return showing taxes owed to the 
government.  Where is the information needed to prepare Form 941 obtained? 

   

13-4 PAYING WITHHOLDING AND PAYROLL TAXES  
14. The payment of payroll taxes to the government is referred to as a deposit.  What are the two amounts that 

determine how often deposits are made to the federal government?   

 The amount of payroll taxes collected during the current deposit period and the amount of payroll taxes owed 
during a prior 12-month period. 
 

15. The timing of tax payments to the government is based on the amount owed.  Huge companies must pay their tax 
liability on the next banking day.  What is the lookback period? 

 The lookback period is the 12-month period that ends on June 30 of the prior year that is used to determine 

how frequently a business must deposit payroll taxes. 

 

16. How must federal tax deposits be paid? 

   

 

17. Which account(s) are debited and which account(s) are credited when journalizing the payment of liability for 
Employee Income Tax, Social Security Tax, and Medicare Tax? 

 Employee Income Tax Payable, Social Security Tax Payable, and Medicare Tax Payable are all debited, and Cash 

is credited for the total of the three liabilities. 

 

18. The FUTA tax is paid quarterly.  The employer’s FUTA liability is also paid to the government via the Electronic 

Federal Tax Payment System.  Which account is debited and which account is credited in the Cash Payments 

Journal?   

   


