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Retirement Contribution Refunds 
 
Employee refunds of PERS and STRS contributions are processed via payroll through the use of negative 
voluntary deductions and are entered into Galaxy by the Retirement Units in District Fiscal Services. 
Refunds are the result of three different processes: 
 

 The monthly audit process of the retirement report 

 Excess contributions (DB vs DBS) 

 The return of service credit purchase deductions 
 

Employees in active status receive the refund with their payroll earnings, when payroll is processed. 
Refunds for employees in a 700 status are returned to the former/current employing district for 
processing. 
 
Negative voluntary deductions are given an effective ending date. Refunds that did not process before 
the effective end date are returned to the former/current employing district. 
 
The employer portion of the retirement contribution refunds are processed via financial transactions to 
the designated employer holding accounts. 
 
Please see page 801-3 for the Employee Contribution Refund Process. 
Please see page 801-8 for the Employer Contribution Refund Process. 
 
 
Monthly Audit Refunds 
 
Through the normal monthly audit process of the retirement records, DFS Retirement staff identifies the 
employees requiring a refund. These adjustments require monetary changes, which are recorded in 
each district’s Control Sheet. Following the completion of each retirement report audit, Control Sheets 
are submitted to the affected districts with the financial transaction for the STRS Fixed Charges. 
 
 
CalSTRS Return of Excess Contributions DB vs DBS- Process Started in October of 2015 
 
With the passage of the CalSTRS 2014 Full Funding Plan, enacted in AB 1469, contribution rates for the 
Defined Benefit (DB) Program are now greater than contribution rates for the Defined Benefit 
Supplement (DBS) Program. As a result, when contributions on compensation that is earned for service 
in excess of one school year (excess service credit) are transferred to the Defined Benefit Supplement 
Program, the contributions that exceed the required amount are deemed to be excess contributions and 
by law must be returned by CalSTRS.  
 
Excess contributions for both members and employers will be returned to the employer that remitted 
the contributions associated with the excess service credit. It is the responsibility of employers to return 
excess member contributions to employees. The negative voluntary deduction process was developed 
to assist districts with the refund process. Returned pre-tax contributions will be considered taxable 
income in the year employees receive them regardless of when the contributions were initially paid. 
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On a monthly basis CalSTRS remits excess contribution refunds for those members who refund, retire, 
receive a disability benefit or die. Excess contributions for active members are returned annually around 
October. Interest is not paid on excess contributions as CalSTRS has no legal requirement or authority to 
pay interest on the return of excess contributions. 

 
 

Service Credit Purchase Deduction Refunds 
 
Employees may purchase service credit or redeposit contributions for service they performed and 
subsequently requested a refund from CalSTRS. This is an agreement between the employee and 
CalSTRS. Once a service credit purchase is in effect, DFS receives a Payroll Deduction Notification 
requesting DFS to initiate payroll deductions as either pre- or post-tax. 
 
If the employee changes employers, the service credit or redeposit deduction may continue to be taken 
under the new employer, if agreed upon by the three parties (the employee, the former, and the new 
employing district). The form “Assignment and Assumption of Irrevocable Payroll Authorization 
Agreement” must be completed and signed by the three parties. 
 
If the terms of the agreement are not fulfilled because the employee retires or is no longer working, 
CalSTRS may refund all contributions previously made. The refund is made payable to the Riverside 
County Office of Education and DFS processes the refund according to how the deductions were taken 
(pre- or post-tax).  
 
Post-Tax Service Credit/Redeposit Deductions Refunds 
If the deductions were post-tax, DFS will issue a commercial claim for the full amount payable to the 
employee. The claim is forwarded to the Payroll Supervisor at the district. 
 
Pre-Tax Service Credit/Redeposit Deductions Refunds 
Pre-tax service credit refunds are done via the negative voluntary deduction process. 
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Employee Contribution Refund Process 
 

1. The Retirement Unit in DFS will work directly with the IT Department to mass upload the 

negative voluntary deductions (refunds) to Galaxy. 

 Employees in a 700 status are immediately identified after the negative voluntary 

deductions are processed.  

2.  A financial transaction will be processed to transfer the funds to the district for employees in a 

700 status. See sample of e-mail on page 801-8. 

3.  The negative voluntary deductions are uploaded to Galaxy once a month. 

 The negative voluntary deduction will automatically be transacted the next time the 

employee is paid in their normal pay frequency, A/B/M; no refunds will be processed on 

PODs. 

4. Negative voluntary deductions that were uploaded to Galaxy, but were not processed by the 

effective ending date assigned to the negative voluntary deduction code, will be refunded to the 

district. 

5. The employee’s retirement contributions were originally taken pre-tax. The refunds are now 

taxable wages and should be processed as such when the district issues the refunds to 

employees. 

6. Districts should issue claims through accounts payable by the December commercial warrant 

deadline for all employee contribution refunds that were returned to the district.  

7. Refunds for former employees are processed through commercial claims and must be coded as 

Tax Type 9. For the refund of retirement contributions to correctly reflect an increase in taxable 

wages for former employees (paid on a commercial warrant): 

 Set-up each employee as a vendor; include the employee’s social security number in the 

vendor’s profile. 

 Setting up the vendor as tax type 9 does not process the employee refund 

properly 

 Check the commercial claim as Tax Type 9. 

 Please note the mass claim upload process with vendor number “0” will not create the 

proper record to generate a W-2 entry. 

8. Refunds to a deceased employee’s beneficiary are also processed through commercial claims 

and must be coded as Tax Type 2. This tax type may generate a 1099 MISC to the beneficiary if 

the refund is above the $600 reporting limit for Box 3 (Other Income) in the calendar year that 

the commercial warrant was issued.  

 Set-up the beneficiary of record as a vendor. 

 Check the commercial claim as Tax Type 2. 

 

Please see next pages on how to properly issue tax type 9 claims and to verify if claims were issued 

properly.  
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Tax Type 9 Commercial Claim Issuance 

 

Districts often must process claims to reimburse former district employees for retirement contributions 

(such as the DB vs. DBS refunds). These are taxable earnings reportable in the employees’ W-2 form. 

Setting up the vendor as a tax type 9 does not properly process the employee’s reimbursement; the 

claim itself should be identified as tax type 9.  

 

Claims that have been entered and paid in can still be updated as tax type 9:  

1. Go to the Modify A/P Claim 1099/W2 Information screen and find the claim number in 

question.  

2. Click on the plus sign next to the claim number, under the claim number column. 

3. Click on the Add button - this opens up fields where the tax type and the claim amount can 

be added (tax type must be entered as 09). 

 

When processing new claims, make sure to check the “1099 Reportable” box:  

 
 

You will be prompted to choose the tax type at a later time. Should you have any questions, please feel 

free to call the Service Desk or Tracey Corso or Ana Lambert at (951) 826-6538. 

 

Employer Contribution Refund Process 

 

 

  

Deadline Reminders:  

 December XX, 2018: Last day to enter tax type 9 claims for earnings to be included in 

the employees’ 2018 W-2 form. 

 December XX - 31, 2018: Do not process any more tax type 9 claims for the calendar 

year. Any claims processed will generate a revised 2018 W-2 form. 

 January 1, 2019 and forward: all earnings paid with tax type 9 will be included in the 

employees’ 2019 W-2 form. 
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W2 Reportable Tax Type 9- MicroStrategy Report 

 

To verify if your district has issued accounts payable claims for the employee retirement contributions 

returned to your district, you may access the above report in MicroStrategy following the path below: 

 

 
Select the fiscal year in question and the following report should appear: 
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Negative Voluntary Deduction Codes for Employee Contribution Refunds: Monthly Audit Refunds 
 
Previously, the effective ending date on negative voluntary deductions related to the monthly audit 

were either May 31 or November 30. In an effort to refund employees in a more timely manner, the 

effective end dates have been changed as follows: 

 

 

 
Any negative voluntary deduction that did not process through payroll by the effective end date will be 
refunded to the employer. Employer must refund the contributions to the employee and code it as Tax 
Type 9 or 2. See page 801-3 for detailed instructions. 
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Negative Voluntary Deduction Codes for Employee Contribution Refunds: DB vs. DBS 
 
The negative voluntary deduction code 8981 “Refund-STRS DB vs DBS” is for the ongoing employee 
refunds for excess contributions from CalSTRS, which are processed throughout the year. The excess 
contributions for employees who refund, retire, or die are processed on a monthly basis. The excess 
contribution refunds for active members are processed in September and returned to the County Office 
in late September or October. 
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When Employee Contributions are Returned to the District 
 
Employee contribution refunds are transferred to the district when an employee is in termed status or 
does not receive payroll earnings during the active period of the negative voluntary deduction. The 
following notification is sent to the affected districts along with the attachments shown on page 801-7. 
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Employer Contribution Refund Process 
 
Monthly Audit Refunds 
 
Employer contribution refunds due to the normal monthly audit of the retirement reports are refunded 
via the STRS/PERS fixed charges financial transactions done every month. See section 901 for a sample 
of these transactions. 
 
CalSTRS Return of Excess Contributions DB vs DBS Refunds: Independent Districts and Charters 
 
Refunds for independent districts and charters (agencies that do not use Galaxy) will be processed as 
follows: 
 

 Independent Districts- a JV will be processed to transfer employee and employer excess 
contributions to your district and an Excel file will be e-mailed with all pertinent information. 

 Independent Charters- commercial warrants will be processed to transfer employee and 
employer excess contributions to each charter and an Excel file will be e-mailed with all 
pertinent information. 

 
CalSTRS Return of Excess Contributions DB vs DBS Refunds: Galaxy Districts, Colleges and Charters 
 
Districts will receive the employer portion through the multi-district transfer process. DFS will access the 
report and download the information for our county as soon as it is available. Funds will be posted to:  
 
Districts/Santa Rosa Academy 01/03 XXX 0000 0 0000 0000 8699 
Charters Fund 62  62 XXX 0000 0 0000 0000 8699 
Community Colleges  11 XXX X000 0 0000 0000 8800 
 
The employer portion of the excess contribution refund is returned to the district once the refund check 
has been received by RCOE via financial transactions to the designated employer holding accounts. 
 
Note:  When there is a charge for an employee instead of a refund, RCOE will bill the employing district 
for the amount due. RCOE has no authority to collect funds from employees via payroll. The employer 
portion of the refunded contributions will be reduced by the amount due for the employee(s). 
 
Districts are notified via e-mail when financial transactions have been processed: 
 
“Excess contribution refunds have been processed by CalSTRS and the money has been received by RCOE. 
Attached is the financial transaction processed for the employer portion of the excess contributions and a 
file detailing the refund by employee.  
 
Please note your refund may have been reduced by charges for employees at your district. Please review 
the attached documents and contact Carolyn Yoakum if you have any questions.” 
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E-mail attachment 1: 
 

 
 
 

 

 

If CalSTRS is processing an 

employee charge instead of a 

refund, the charges will be listed 

in this column for each district 

affected.  

This financial transaction will only 

list the amount of the Excess 

Contribution Refund and only for 

the employer portion. 

 

District 

financial 

transaction 

form tabs 
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E-mail attachment 2: 
 
Although this document lists both employee and employer excess contributions, only the employer 
portion is being refunded at this point. Districts can pull this report from the CalSTRS Secure Employer 
Website as well. Please utilize the Reference Items on SEW to obtain the job aid which has step-by-step 
instructions. 
 

 
 
 
 

Excess Contribution Return Report
Report Source: 00033 - Riverside County Office of Education

Payment/Invoice Date: 08/03/2016 ; 08/03/2016

Claim Schedule # 1600188

Claim Schedule Date: 08/03/2016

Report Unit 

Number

EMP 

NUMBER

Member 

Client 

ID

Member 

Last 

Name

Member 

First 

Name

Excess 

Member 

Contributions

Excess 

Employer 

Contributions

Total 

Contributions

33099 1111111562270476 ROSARIO JOHN (76.51) (158.14) (234.65)        

33099 2222221549324035 SCHUTTE DONNA (167.46) (346.05) (513.51)        

33099 3333331526498306 BHATIA SHAILESH (299.00) (617.94) (916.94)        

33099 4444441546036259 QUIN CAROL (112.25) (231.85) (344.10)        

33099 5555551542106882 CONYERS LISA (75.42) (155.84) (231.26)        

33099 666661545781767 DEAN LESLIE (378.60) (782.47) (1,161.07)     

33099 777771520270113 GRIMES JUDI 16.66 34.44 51.10           

Total (1,092.58) (2,257.85) (3,350.43)

Employee Refunds Uploaded as Negative Vol. Deductions (1,109.24)

Employer Excess Contribution Refunds (2,241.19)

Total Excess Contributions for the district (3,350.43)     

Employee portion of the refund uploaded to Galaxy by DFS as 

negative voluntary deductions. Districts will receive the 

employee portion only for those employees in terminated 

status and for those who did not receive the refund via 

payroll because no payroll earnings were processed during 

the period the negative voluntary deduction was in effect. 

 

District portion of the refund. District’s refund may be 

reduced by any employee charges CalSTRS calculated for 

an employee.  

 




