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Save Your Small Business from These 

Common Payroll Mishaps 
 

To the casual observer, payroll may seem like a relatively straightforward process. But anyone 

who has ever been responsible for running payroll can tell you that it is anything but. Paying 

employees accurately and on time, sending out tax forms by certain dates, calculating overtime, 

and many other factors are involved in the payroll process. And if your small business makes 

mistakes along the way, it can result in severed relationships with employees, loss of revenue, 

and a harmed reputation.  

 

The easiest way to avoid payroll mishaps is to invest in professional payroll services. Even then, 

however, you must stay on top of the payroll process to ensure you are complying with the 

current regulations. IncSmart is here with some of the most common payroll mistakes you 

should be careful to avoid: 

 

Neglecting to Run Reports  
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When you implement the right payroll software, you can run reports before processing payroll. 

This includes a deduction summary, payroll register, and cash requirement report, among 

others. Running and reviewing such reports will allow you to verify that your check amounts are 

accurate and help you prevent costly mistakes.  

 

Sloppy Records   

 

The federal government requires employers to hold the pay records of each employee for three 

years, and some states require you to keep them for even longer. Such records include 

payment rates, hours worked, and payroll dates, among other data. Failure to accurately record 

and safely store this information can open your business up to a host of problems like payment 

miscalculation, employee misclassification, and more.  

 

This is another task for which quality payroll software can prove invaluable. Look for a platform 

that will enable your company to keep your payroll process clean and organized. For example, 

QuickBooks will automatically schedule your payroll, calculate payments, and file tax forms. It 

also allows you to easily manage employee benefits, direct deposit, and more.  

 

Missing Deposit Deadlines 

 

If you want to avoid paying hefty fees and interest, then don’t miss any federal or state deposit 

deadlines. You must pay your employees on a particular schedule, so make sure you’re not 

falling behind—and the same goes for payroll taxes. Take advantage of automatic payments 

and tax reminders on your payroll software.  

 

Incorrect Employee Classification 

 

As an employer, you’re required to withhold a portion of each employee’s paycheck for federal 

income taxes, unemployment taxes, Medicare, and Social Security. This isn’t required for 

independent contractors. Make sure you understand the difference between a full-time 

employee and an independent contractor so that you don’t misclassify your workers.  

 

Failure to Send Out Tax Forms  

 

Each year, employees must be given a W-2 form, while independent contractors who make 

more than $600 from your company must be given a 1099. Don’t forget to send out the correct 

forms to your workers on time, because it will make life harder for your workers and can cause 

problems for your company in the form of tax penalties.  

 

Miscalculation of Overtime 

 

Nonexempt employees must be paid 1.5 times the regular rate for all overtime hours worked. 

Not only is failing to pay your workers these extra wages unethical, but it can also lead to 
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significant penalties for your business. Use automatic time tracking software to accurately 

record the hours each employee works.  

 

Payroll is complex and can be difficult to maintain, especially if you’re attempting to handle it 

manually. Save your company a lot of trouble by integrating payroll software into your 

operations. And along with avoiding the common mishaps above, keep learning about other 

mistakes you should steer clear of so that you can keep your business above board. Remember 

that the time, effort, and money involved in tightening up your payroll process will ultimately help 

keep your business thriving for many years to come.  

 

 

Would you like to read more helpful content or learn about our business registration services? 

Visit IncSmart.biz today! 
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