
set up manual payroll without a subscription in

quickbooks online

Set up manual payroll without a subscription in QuickBooks Online can be a practical solution for small

business owners who want to manage payroll without incurring additional costs. QuickBooks Online is

a versatile accounting software that offers a wide range of features, but many small businesses find

themselves needing to save on expenses—particularly when it comes to payroll processing. While

QuickBooks does offer a subscription-based payroll service, there is a way to manage payroll

manually, ensuring that you remain compliant and organized without recurring fees.

Understanding Manual Payroll

Setting up manual payroll involves calculating employee wages, taxes, and deductions manually rather

than relying on automated systems. Here are some key points to consider:

Benefits of Manual Payroll

1. Cost Savings: You can avoid subscription fees associated with payroll services.

2. Control: You have full control over your payroll process, ensuring accuracy and compliance.

3. Flexibility: You can adjust your payroll process to fit your business needs without being restricted by

software limitations.

Challenges of Manual Payroll

1. Time-Consuming: Manual calculations can take significant time each pay period.

2. Complexity: Keeping up with tax laws and regulations can be challenging.

3. Risk of Errors: Manual calculations increase the risk of mistakes, which can lead to compliance

issues.



Steps to Set Up Manual Payroll in QuickBooks Online

Setting up manual payroll in QuickBooks Online requires a few key steps. Below is a comprehensive

guide to help you navigate the process.

Step 1: Gather Employee Information

Before you can begin processing payroll, compile all necessary employee information, including:

- Employee Names: Full legal names of employees.

- Social Security Numbers: For tax reporting purposes.

- Wage Information: Hourly rates or salaries.

- Tax Information: W-4 forms for federal withholding information.

Step 2: Set Up Employee Profiles in QuickBooks

To manage payroll effectively, you need to set up employee profiles in QuickBooks Online. Here’s

how:

1. Log in to your QuickBooks Online account.

2. Navigate to the Employees tab.

3. Click on Add Employee.

4. Fill in the required information, including:

- Name

- Email address

- Pay type (Hourly or Salary)

- Pay rate

- Tax withholding information

5. Save the employee profile.

Step 3: Determine Pay Schedule



Decide on a pay schedule that fits your business model. Common pay schedules include:

- Weekly: Employees are paid every week.

- Biweekly: Employees receive a paycheck every two weeks.

- Semi-Monthly: Employees are paid twice a month.

- Monthly: Employees receive their salary once a month.

Step 4: Calculate Gross Pay

For manual payroll, you need to calculate the gross pay for each employee. Depending on whether

they are hourly or salaried employees, the calculations will differ:

For Hourly Employees

1. Determine Hours Worked: Keep track of the total hours worked during the pay period.

2. Calculate Pay: Multiply the number of hours worked by the employee’s hourly rate.

Example:

- Hourly Rate: $20

- Hours Worked: 80

- Gross Pay: $20 x 80 = $1600

For Salaried Employees

1. Determine Salary: Use the annual salary and divide it by the number of pay periods in the year.

Example:

- Annual Salary: $60,000

- Pay Periods: 12

- Gross Pay: $60,000 / 12 = $5,000



Step 5: Calculate Deductions and Taxes

Calculating deductions and taxes is one of the most critical steps in manual payroll. Here’s how to do

it:

Federal Income Tax Withholding

1. Use the IRS withholding tables or tax calculator to determine the appropriate federal income tax to

withhold based on the employee’s W-4 form.

2. Factor in any additional withholding requests made by the employee.

Social Security and Medicare Taxes

- Social Security Tax: Currently set at 6.2% of gross wages up to the annual limit.

- Medicare Tax: Set at 1.45% of all gross wages with no limit.

State and Local Taxes

- Check your state’s tax rates for income tax withholding, as these vary by state.

- Be aware of any local tax requirements.

Step 6: Process Payroll

Once you have calculated gross pay, deductions, and taxes, you’re ready to process payroll. Here's

how to do it manually:

1. Create Paychecks: Use a manual check template or write checks directly from your business

account.

2. Record Payroll in QuickBooks: Go to the + New button, select Journal Entry, and input the payroll

details:

- Debit the wages expense account for gross pay.



- Credit the liability accounts for taxes withheld and any other deductions.

3. Distribute Paychecks: Give paychecks to employees or set up direct deposits if applicable.

Step 7: Maintain Accurate Records

It's essential to keep accurate records for compliance and future reference. Here are some record-

keeping tips:

- Maintain a payroll register that records each employee’s gross pay, deductions, and net pay.

- Keep copies of all W-2 forms, pay stubs, and tax filings.

- Organize records by pay period and employee for easier access during audits.

Step 8: File Payroll Taxes

At the end of each quarter and year, you need to file various payroll taxes. Here’s a breakdown of

common filings:

- Quarterly Forms: File IRS Form 941 to report federal income tax, Social Security, and Medicare

taxes.

- State Payroll Taxes: Check your state’s requirements for filing state income tax and unemployment

tax forms.

- Annual Forms: File IRS Form W-2 for each employee and Form 940 for federal unemployment tax.

Conclusion

Setting up manual payroll without a subscription in QuickBooks Online can be a straightforward

process if you follow the steps outlined above. While manual payroll may require more effort and

diligence, it allows you to save costs while maintaining control over your payroll processes. By

gathering the necessary information, accurately calculating wages and taxes, and keeping detailed

records, you can efficiently manage payroll for your business. Always stay updated on tax regulations

to ensure compliance and minimize the risk of errors. With the right approach, manual payroll can be



both effective and manageable for your business.

Frequently Asked Questions

What is manual payroll in QuickBooks Online?

Manual payroll in QuickBooks Online allows users to calculate and pay employee wages without using

the built-in payroll subscription services.

Can I set up manual payroll without a subscription in QuickBooks

Online?

Yes, you can set up manual payroll in QuickBooks Online without a subscription by calculating

employee wages and entering them directly into the software.

What information do I need to set up manual payroll in QuickBooks

Online?

You will need employee details such as hours worked, pay rates, deductions, and tax information to

set up manual payroll.

How do I calculate employee wages manually for payroll?

To calculate employee wages manually, multiply the hours worked by the employee's pay rate, and

account for any overtime, bonuses, or deductions.

What steps are involved in entering manual payroll in QuickBooks

Online?

To enter manual payroll, go to the 'Workers' tab, select 'Employees', choose 'Run Payroll', and then

input the calculated wages and deductions.



Are there any limitations to using manual payroll in QuickBooks

Online?

Yes, manual payroll does not automate tax calculations or filings, so you must ensure compliance with

local tax laws and regulations.

How can I track payroll liabilities without a subscription in QuickBooks

Online?

You can manually track payroll liabilities by creating a liability account in QuickBooks and recording the

amounts owed based on your calculations.

Do I need to file payroll taxes if I use manual payroll in QuickBooks

Online?

Yes, even when using manual payroll, you are still responsible for filing payroll taxes accurately and on

time.

Can I generate payroll reports with manual payroll in QuickBooks

Online?

Yes, you can generate payroll reports by using the reporting features in QuickBooks Online, but you

will need to manually enter the payroll data.

Is manual payroll suitable for all businesses using QuickBooks Online?

Manual payroll may be suitable for small businesses with few employees, but larger businesses may

benefit from automated payroll services for efficiency.
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