Process for payments to employees and students
Determination of whether to pay through Accounts Payable or Payroll:
Generally, payments to employees (whether student employees, faculty, staff, or administration) will be paid through Payroll and subject to normal payroll withholding taxes.  However, if employment with the University is not a condition to receive the award (i.e., participation in a research study or a contest), then the award is not considered compensation and would be paid through Accounts Payable.  One way to determine this would be if there are numerous award winners and some are employees and some are not.  You would likely conclude that the employment was not a condition to receive the award and it is not compensation.  
Note that payments processed through Accounts Payable which are deemed to be awards not related to compensation may still be subject to taxes and it is the recipient’s responsibility to report such payments on their tax return.   Payments over $600 or aggregate payments to individuals in a calendar year that total over $600 may result in the issuance of a Form 1099.  It is possible that an employee could receive both a W-2 and Form 1099 in the same year depending on the nature of payments made during that year if the payment is related to an award not conditioned on employment and/or payment for Independent Contractor services.  
Examples to determine if the payment should be paid through Payroll or Accounts Payable:
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	Purpose of Payment
	Pay Through Payroll
	Pay Through Accounts Payable

	Awards for student employees, faculty, staff, prior employees, and retirees (excluding Financial Aid awards)
	If the award is in anyway related to employment it should be paid through Payroll and subject to payroll tax withholding. For example, if employment is a condition to receive the award, then it is likely compensation related and should be taxed accordingly.
	If the award is strictly academic and work was not involved in the decision to give the award (i.e., employees and non-employees are eligible), it should be paid through AP.

	Awards for non-employees
	Not paid through Payroll.
	Should be submitted to AP with proper documentation and approval.  


	Gift Cards & Cash Equivalents for student employees, faculty, staff, prior employees, retirees
	Taxed through Payroll.  Information regarding the “gifts” should be submitted to Payroll. See the Gifts to Employees and Students process and Gift Recipient Form found here: https://www.loyola.edu/_media/department/financial-services/documents/gifts-employees-students.pdf

	No. Process through Payroll. 

	Gift Cards & Cash Equivalents for non-employees
	No. Process through AP.
	Send documentation to AP.  Will be included on Form 1099 similar to awards for non-employees if over $600. 
https://www.loyola.edu/_media/department/financial-services/documents/gifts-employees-students.pdf



	Payments for Services for student employees, faculty, staff, prior employees, retirees
	Yes. Payments made to employees for services, including consulting should be paid via Payroll.  If the payment is outside the employees’ normal scope of work, this should be evaluated based on the Employee versus Independent Contractor form found here: https://www.loyola.edu/_media/department/financial-services/documents/university-policies/independent-contractor-consultant-requisition-form.pdf

	No.  Pay through Payroll.  

	Payments for Services for non-employees
	If the individual does not qualify as an Independent Contractor per the Independent Contractor check list, they must be paid through Payroll.  
	Complete the Employee versus Independent Contractor form.  If the individual qualifies as an Independent Contractor, they should be paid through AP.

	Prizes
	Follow the process for Awards.
	Follow the process for Awards. 
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