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Overview

The GS payroll direct deposit feature allows you to set up employees to receive their paychecks by using direct deposits to their bank accounts.  The employee is not required to have a bank account at the bank you use for the checking account for the related direct deposit paychecks.  The direct deposit feature uses standard ACH rules for making electronic bank transfers.
ACH stands for Automated Clearing House.  The ACH network is a nationwide, wholesale electronic payment and collection system.  It is a method of transferring funds between banks via the Federal Reserve System.  It is used by most, but not all, financial institutions.

You can use the payroll direct deposit feature at your option.  It is not required.  You can use it for one employee or all employees.  Normally, the direct deposit option is left up to the individual employee.    Of course, if the employee decides to participate in direct deposit, you must get the employee’s approval in writing.  An authorization form has been provided at the end of this document.
You might wish to test it on one employee to see if you would like to use the feature.  The feature can to “turned on” and “turned off” relatively painlessly.

Summary of Payroll Direct Deposit Procedures
The payroll direct deposit procedures must be done in the following sequence:

Step 1.  Complete Initial Setup Requirements.   All of the initial setup requirements are one-time procedures, but some of them must be done for each employee wishing to use direct deposit paychecks.
Step 2.  Process a Pre-Note on Each Employee.  This is also a one-time procedure, but must be done for each employee wishing to use direct deposit paychecks.  This procedure will create an electronic Pre-Note text file to be submitted to your bank.

Step 3.  Process Payroll in the Normal Manner.  You must still process the payroll for all employees as if the direct deposit procedure was not in place.  This includes the printing of the checks and the posting of the payroll transactions to Budgetary Accounting.  However, when the “direct deposit” checks are printed, they are non-negotiable and do not have check numbers.
Step 4.  Create Payroll Direct Deposit Text File.  This procedure creates an electronic payroll direct deposit text file based on ACH rules to be submitted to your bank.  This text file must be submitted to your bank at least two days prior to the date the paychecks are to be “issued.”
Initial Setup Requirements
To set up one or more employees for direct deposit, the following pieces of information must be in place:
· Location to Store Direct Deposit Text Files

· City’s Federal ID Number
· City’s Bank Information

· Employee’s Bank Information
· Set Up Direct Deposit Employee Record
Location to Store Direct Deposit Text Files
To process employee direct deposit paychecks, the computer creates an electronic text file that you will provide to your bank for processing.  This text file is stored on your computer’s hard drive just like any other electronic file.

By default, the storage location (i.e., folder or directory) for all text files created by GS is C:\Program Files\GS\GSTextFiles.  You can change this location, but I would not recommend changing it.

If for whatever reason you wish to change the storage location of GS text files use the selections Start/Initial Entity Setup.  Select your Entity in the listing, click on Edit, and follow the prompts on the screen.

City’s Federal ID Number
To enter (or verify) the city’s federal ID number do the following:

Click on Startup Menu

Click on General Entity Setup Information
Click on your City in the listing to highlight it

Click on Add or Edit Information
Enter the correct Federal Employer ID Number if it is not there already

Click on OK to update any changes

City’s Bank Information
The city’s bank information should already be in the system if you are using the Budgetary Accounting module.  However, to verify the information do the following:
Click on PR
Click on Setup

Click on Banks Providing Direct Deposit Services

Click on the bank in the listing where the checking account used for payroll is located
Click on Edit

Verify the following information for the bank:


Bank Name


Bank Transit/Routing Number

Click on OK to update any changes

Employee’s Bank Information
If an employee uses a different bank than the one you use for your checking account, that bank must be entered into the computer the same as your bank was entered into the system.  To enter a new bank into the computer do the following:

Click on PR
Click on Setup

Click on Banks Providing Direct Deposit Services

Click on Add

Enter the information requested on the screen
Click on OK to lock in the information
Set Up Direct Deposit Employee Record
For each employee that wishes to use direct deposit, you must create a “direct deposit employee record.”  Just creating a direct deposit employee record does not automatically mean the employee will be set up for direct deposits.  Each employee record has an Active Status check box.  If you check the box on, that means the record is active.  If the box is unchecked, the record is inactive.
Important!!!  If a direct deposit employee record is inactive, a direct deposit paycheck will not be processed for the employee.
To set up an employee for direct deposit, you can create a direct deposit employee record as follows:
Click on PR
Click on Setup

Click on Employees Using Direct Deposit
Click on Add
The detail screen for “Employees Using Direct Deposit for Paychecks” will appear.

· Employee Number.  Enter the employee number, or select the employee from the employee listing.

· Bank.  Select the employee’s bank from the dropdown box.

· Bank Account Number.  Enter the employee’s bank account number.

· Checking or Savings Account?  It is important to know if the employee’s account is a checking or savings account.  Click on the Checking or Savings button.

· Active Status.  The Active Status normally should be checked when adding the record to make the direct deposit employee record active.  You can inactivate the record later by Editing the direct deposit employee record and un-checking the Active Status box.

· Pre-Note Approved.  For this check box, you should ask yourself:  “Has the Pre-Note been approved for this employee?”  If yes, then you should check the box.  If no, you should leave the box blank (un-checked).  The Pre-Note Approved check box cannot be checked when adding a new direct deposit employee record.
Pre-Notification.  The term Pre-Notification, or Pre-Note for short, might not be familiar to you.  Prior to the initiation of the first direct deposit entry to a direct deposit employee’s bank account, the city may, at its option, send a Pre-Notification through its bank for transmittal to the employee’s bank.  The Pre-Notification provides notice to the employee’s bank that the city intends to initiate one or more entries to the employee’s account in accordance with the employee’s authorization.
In fact, the city should send a Pre-Note through its bank for every employee it plans to set up for direct deposit.  Sending a Pre-Note is much like sending a direct deposit paycheck, except that the amount in a Pre-Note is zero.

Because a Pre-Note should be sent prior to sending a direct deposit paycheck entry, the computer will not allow you to check the Pre-Note box when you Add a new record.  Instead, you must send the Pre-Note first.  Then, after the Pre-Note has been processed and approved, you can Edit the direct deposit employee record and check the Pre-Note Approved box on.
Important!!!  If a direct deposit employee record does not have its Pre-Note Approved box checked, a direct deposit paycheck will not be processed for the employee even if the employee’s active status is checked on.  Put another way, a direct deposit paycheck can be processed for an employee only if both the Active Status and the Pre-Note Approved boxes are checked.
You can see if an employee’s direct deposit record is active by looking at the direct deposit employee listing.  If the employee’s record shows a Y (for Yes), that means “Yes, the employee’s direct deposit record is active.”  If the employee’s record shows an N (for No), that means “No, the employee’s direct deposit record is not active.”
Similarly, you can see if an employee’s Pre-Note has been processed and approved by looking at the direct deposit employee listing.  If the employee’s record shows a Y (for Yes), that means “Yes, the Pre-Note has been processed and approved.”  If the employee’s record shows an N (for No), that means “No, the Pre-Note has not been processed and approved.”
Click on OK to lock in the information.

Create Direct Deposit Pre-Note Text File
To process a direct deposit Pre-Note on one or more employees, follow these steps:

Click on PR
Click on Create Direct Deposit or Pre-Note File
The detail screen for “Payroll Direct Deposit Checks” will appear:
· Pre-Note Transaction Date.  Enter the date you want the bank to process the Pre-Note transaction(s) in the text box labeled “What date should these direct deposit checks be transacted?”

Click on Create Pre-Note File

An electronic Pre-Note text file will be created.  The file will contain a Pre-Note entry for each employee in the direct deposit employee table where a) the employee’s Active Status = Y (Yes), and b) the employee’s Pre-Note Approved = N (No).

Submit Direct Deposit Pre-Note Text File to Bank
When you process either Pre-Notes or direct deposit paychecks, you create an electronic text file that you must submit to your bank.  The bank then uses the file to transfer the paycheck amount from your bank account to the employees’ accounts.  In the case of Pre-Notes, the paycheck amounts are all zero.
Discuss with the bank how best to transfer the electronic text file to them.  Contact technical support if you need assistance.
Modify the Direct Deposit Employee Record If the Pre-Note Is Approved
The bank will notify you which Pre-Note entries were processed successfully and which were not.

For the Pre-Notes that were processed successfully, you should modify the related direct deposit employee records to designate the Pre-Note Approved = Y (Yes).  To do this, follow these steps:
Click on PR
Click on Setup

Click on Employees Using Direct Deposit
Click on the employee record in the listing to be modified to highlight it

Click on Edit

The detail screen for “Employees Using Direct Deposit for Paychecks” will appear.

· Pre-Note Approved.  Click in the check box so it is checked.  A check means the Pre-Note for the employee has been approved and direct deposit paychecks can now be processed for the employee.

Click on OK to update the record

Process Payroll in the Normal Manner
Except for printing the paycheck, processing payroll for direct deposit employees is no different than processing payroll for non-direct deposit employees.  Please remember the following requirements for direct deposit paychecks:
Note:  Prior to printing the physical paychecks for direct deposit employees, you should “view” the pay detail and/or print the pay detail report first, the same as you would do for non-direct deposit paychecks.  This allows you to check the accuracy of the paycheck prior to locking in the paycheck information permanently.

Requirement 1.  A Paycheck Must Be Printed for All Direct Deposit Employees.   Even though a direct deposit employee will have his paycheck automatically deposited into his bank account, you must still print a “physical” paycheck.  To do this:

Click on PR

Click on Print Paychecks

The Paycheck Listing screen will appear.

Select the Paycheck Issue Date

Click on Direct Deposit

If an employee you are expecting does not appear in the listing, check to make sure the employee’s direct deposit record has both the Active Status and Pre-Note turned on.

Note that direct deposit paychecks should not be printed on regular paychecks.  They can be printed on plain paper because they are not assigned a check number.  Also, these paychecks are clearly marked “Non-Negotiable”.  These printed versions of the employees’ paychecks are intended for the employee.

Click on Print Paychecks (this permanently locks in the paychecks displayed in the listing)
Note that the direct deposit paychecks must be physically printed before the related direct deposit text file can be created for submission to the bank.

Click on Post to Budgetary Accounting

Requirement 2.  The Direct Deposit Text File Must Be Submitted to the Bank at Least Two Days Prior to the Check Issue Date.  Keep in mind that the direct deposit text file must be created and submitted to the bank for processing at least two days prior to the check issue date.  This does not mean that the non-direct deposit paychecks have to be processed at the same time.  Direct deposit paychecks and non-direct deposit paychecks can be processed and printed separately.

Create Payroll Direct Deposit Text File
To create the payroll direct deposit text file to be submitted to the bank, follow these steps:

Click on PR
Click on Create Direct Deposit or Pre-Note File

The detail screen for “Payroll Direct Deposit Checks” will appear:

· Check Date.  Select the Check Issue Date from the dropdown box.

· Direct Deposit Transaction Date.  Enter the date you want the bank to process the direct deposit transaction in the text box labeled “What date should these direct deposit checks be transacted?”  The default transaction date will be one day prior to the check issue date.  However, you can override the default date if you wish to.
Click on Create Direct Deposit Checks File

An electronic direct deposit text file will be created.  The file will contain a direct deposit check entry for each employee that had a paycheck printed for the check issue date and the check number in that paycheck record is zero.

Click on Print Direct Deposit Checks Report

This report will provide you with a record of the paychecks submitted to the bank for direct deposit.

Submit Payroll Direct Deposit Text File to Bank
When you process either Pre-Notes or direct deposit checks, you create an electronic text file that you must submit to your bank.  The bank then uses the file to transfer the net pay amount from your bank account to the employees’ accounts.  In the case of Pre-Notes, the net pay amounts are all zero.

Discuss with the bank how best to transfer the electronic text file to them.  Contact technical support if you need assistance.
Keep in mind that the employee direct deposit text file must be created and submitted to the bank for processing at least two days prior to the transaction date.

AUTHORIZATION AGREEMENT FOR DIRECT DEPOSITS (ACH CREDITS)
City Name ____________________________________________________________
City ID Number _______________________________________________________
I hereby authorize _________________________________________________, 

hereinafter called CITY, to initiate credit entries to my 

Checking Account ___     Savings Account ___  (select one)

indicated below at the depository financial institution named below, hereinafter called DEPOSITORY, and to credit the same to such account.
I acknowledge that the origination of ACH transactions to my account must comply with the provisions of U.S. law.

Depository Name _________________________________________________________

Branch Name _____________________________________________________________

City ____________________________ State ______________ Zip ______________

Routing Number _____________________ Account Number _____________________

This authorization is to remain in full force and effect until CITY has received written notification from me of its termination in such time and in such manner as to afford CITY and DEPOSITORY a reasonable opportunity to act on it.

Name ___________________________________ ID Number ______________________

              (Please Print)

Date ___________________ Signature ______________________________________

NOTE: CREDIT AUTHORIZATIONS MUST PROVIDE THAT THE RECEIVER MAY REVOKE THE AUTHORIZATION ONLY BY NOTIFYING THE ORIGINATOR IN THE MANNER SPECIFIED IN THE AUTHORIZATION.

